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= Behind every successful visionary 


is a team with 20/20 vision. 


How do you identify the most promising technologies, communicate them to investors and sustain market 
interest throughout the business life cycle? We've been helping clients do just that since before the advent 
of "high tech." Among our tools: award-winning research, unparalleled financing acumen and unequaled depth 
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ON THE CC... 


Theevents ofthe past week have killed 
hopes of an early agreement on East Jerusa- 
lem and of the broader deal between Israel 
and Palestine that had lately seemed within 
reach. The peace process looks in ruins, and 
there may be worse violence to come: leader, 
page 15; what sparked the fighting, page 53; 
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SURVEY: E-ENTERTAINMENT | 
The digital revolutioninentertainmentwas | 
expected to sweep all before it. But so far it 

has proved somewhere between а disap- | 
pointment and a disaster, says Emma Dun- | 
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LETTERS .... 


Children at work 


Sig—Your article on child labour 
(Economies focus, September 
` 16th) is $0 oriented toward econ- 
omic theory rather than empirical 
evidence that it misses some 
“points. of. central importance. 
Contrary to apparent common 
-^gense, there is no evidence yet 

that excluding all children from 
economic - participation would 
‘necessarily cause adult wages to 
rise. Labour markets are not per- 
fectly competitive and іп many 
developing countries non-econ- 
omic barriers such as caste, gen- 
der, ethnicity, religious affiliation 
‘and socio-economic class so seri- 
ously restrict adult employment 
‘and income that the work of chil- 
dren has little impact. Also, chil- 
ren often are used primarily as 
reserves when adult labour is 






















































Aore interestingly, many fam- 
enterprises, such as farms and 
mall shops, typically depend for 
e mic viability on family 
jur, in which case even the In- 
“ternational Labour Organisation 
as observed that the work of 
children reinforces rather than 
^undermines adult employment. 
"Some even surmise that, in many 
developing countries, the net ef- 
fect of children's economic par- 
ticipation on adult employment 
and income is likely to be positive 
rather than negative. 

Advancing public money for 
children’s schooling and recoup- 
“ing it afterward through wage de- 
ductions or direct repayments is 
not a new idea. There are two 
fundamental problems. First, it is 
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marginalised children; who most 
need help in attending school, are 
likely to enjoy the higher incomes 
needed to pay back the loans. 
This is because of labour-market 
distortions and the extremely 
poor schooling. generally avail- 
able to the poor; There is consid- 
erable evidence that in the poorer 
rural and urban-periphery com- 
munities of many countries no 
more than à quarter of children 
completing primary school are 
likely to be functionally literate: In 
such cases there is little private or 
social return-on the sunk educa- 
tional costs. Second, nobody has 
come up with a realistic mecha- 
nism for collecting the repay- 
ments on loans in the face of the 
public-sector inefficiency, cor- 
ruption and incompetence that 
tends to characterise the countries 
where such loans are most 









needed. 

Elk Grove, 

California WILLIAM MYERS 
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Appetite for reform 


Si&—With regard to Japanese fi- 
nancial regulation, 1 share the 
view that "the long-term health 
of the sector will depend on the 
Financial Services Agency's will- 
ingness to promote competition" 
(“A loss of appetite", September 
16th). However, | dispute the con- 
tention that willingness has been 
diminished in any way. 

It is untrue that life insurers 
will be exempted from thé re- 
quirement to account for assets at 
market values. While life insurers 
may be unique among financial 
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institutions regarding the length 
of the time horizons of their as- 
sets, the rsa does not intend to 
postpone introducing new ac- 
counting standards in this sector. 

As for the entry of non-banks 
into the banking business, we be- 
lieve that a wider range of partici- 
pants in the banking business will 
enhance financial innovation, re- 
vitalise the financial system and 
benefit consumers. To this end, 
comprehensive and specific oper- 
ational guidelines for licensing 
non-financial entities, including 
e-finance, have recently been 


"published. 


Finally, the rsa is in no way 
opposed to capital-gains tax re- 
form and is proposing a system 
that would:deepen the securities 
market by encouraging the par- 
ticipation of individual investors 
while ensuring tax neutrality 
among financial products. . The 
FSA is committed to building a 
healthy and vital financial system 
in Japan and market liberalisa- 
tion is an important means to 
achieve this goal. Although we 
have many reforms already un- 
der our belt, and many more on 
our plate, our appetite for reform 
remains hearty. 

МАЅАМІСНІ KONO 

Director 

International 

Affairs Division 

FSA 
n 


Tokyo 





Chile response 


Si — You criticise an alleged dou- 
ble standard of Chilean society in 
terms of private and public mo- 
rality (“Public virtues, private 
vices in Chile”, September 9th). 
Chile may well be the most con- 
servative country in Latin Amer- 
ica but it has also by far the low- 
est levels of corruption. ] would 
rather a double standard than a 
lowering of the virtues we Chil- 


eans demand from the rest of the : 


society. 


Antwerp DANIEL JIMENEZ 


Sig — Your article fails to do justice 
to the extent of the influence of 
the Catholic church in Chile. it 
owns one of the country's top 
football teams, censored the 
movie, "The Last Temptation of 
Christ" (giving Chile the puritan 
pride of being one of the few 
countries where it cannot be 












shown), and blocked the entran 
of a British band, Iron Maiden, 
leging that it was “satanic”. Ar 
Chile has been a "democracy" 
the past n years. 


Zagreb 


TOMAS GREEN 





Fuelled again 


Sig—Your leader strongly ор! 
poses the current level of Euro! 
pean petrol taxes, saying tha 
they control neither congestion 
nor pollution and the only good 
they do is raise money (“Burning © 
issue”, September 23rd). 

However, high petrol taxes. 
helped European countries to be- j 
come less. dependent on oil im- 
ports not by discouraging driving 
much in the short run, but in the 
long run by encouraging the pro | 
duction of more energy-efficien| 
cars. Europe's problem is that pet 
rol taxes were not raised as much 
as they should have been during 
the 1990s. More economical cars! 
would make the current oil-pricé 
shock much less painful. | 
Berlin SEBASTIAN DULLIEN. 




















Six —Part of what is fuelling the! 
public outcry over petrol taxes is. 
that there is no alternative to driv- 
ing cars in most cases. Gov~| 
ernment efforts. at alleviating oil | 
dependency have been invisible. | 
In the interest of reducing pollu- j 
tion and congestion, taxes levied | 
on oil should have been spent on 
emphasising public transport effi- 
ciency. Also, alternative technol- | 
ogies could have been promoted | 
with this tax money; for instance; 
cars with dual fuel-cells or do- 
mestic solar panels for heating or | 
electric power. Although these: 
cannot fully substitute for oil. 
they can substantially reduce 
consumption. What were the 

taxes on fuel consumption. actu- 

айу spent on? ; 

Georgia 


SINA ADL 


Sig —Your leader on petrol taxes 
made several excellent points. 
Can you make it into à rap album: 
or a music video with explicit lyr-' 
ics.so that other Americans will: 
have a chance to learn something: 
from it? 
St Louis, 
Missouri 





DAVID BLACKMAN 
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McKinsey&Company 


Consumer Sector 
Practice Managers 


At McKinsey, ме bring together great minds to deliver 
outstanding solutio St ient problems. But for our 
consultants. to operate to maxim um effect, they require the 
proactive support. ассо прі lished business professionals 
within our industry practi teams who appreciate the 
challenges they face and | share their commitment to 


problem solving. 


Working at the forefront of the Consumer Sector in our 
;.. specialist Retail ог Consumer Goods Practices you'll help 
Create and manage the infrastructure that supports our 
teams. You'll provide support in areas such as client 

t, external relations, internal communications, 
fe pment and training. Success will come from 
co-ordinating, : porting and challenging some of the most 


“talented minds in the business. 


c и Although notina conventional client-facing role, you'll 


need clear thinking, foresight. and Creativity as you help 
shape the future direction of your P Practice and.the ability 


to deal confidently and credibly with senior people across 


Europe. 


of people, with the ability to handle a varied and demandi 
workload arid the communications skills required to | 
energise à network of consultants. Positions available к 
on ће UK (London-based), France (Paris-based) and : 


Europe as a whole (likely to be based in London or Paris). 


In return, we offer oustanding rewards, both financially and. 


in terms of career and personal development. 


To apply, please write with your CV, to Liz Cusack at 
Whitehead Mann GKR, 11 Hill Street, London Wid SLG: 


Email: liz. cusack@wmanngkr. com 


www.mckinsey.com 








Pricewateeuousé(Gorens B 


EXECUTIVE SEARCH & SELECTION. 


REALISE OUR VISION. 
FULFIL YOUR PROMISE. 


PROJECT AND CHANGE MANAGEMENT CONSULTANTS 


WASHINGTON DC, LONDON, 


international business world ^ knows 
_ PricewaterhouseCoopers as the leading professional 
vices organisation. With a network extending 
ross more than 150 countries and о һу а 
fied leadership structure, we're able: li 
С s excellence to any location. SUUS 






| oblems ой clients face аге оба, complex 

and ever changing. That's why we have to keep 
thinking and moving forward. This progressive 
focus means that rather than solving remedial 
problems, you will work with the global leadership 
to identify, evaluate and help solve the key strategic 
issues facing our Tax and Legal practice. 





Our internal change team combines an unfaltering 
customer focus with a commitment to smooth 
project delivery and implementation. You will 
have the chance to manage projects for the full life 
cycle and see the results of your work, including 
post implementation issues. The global reach of 
the programme means that, if you want the 
opportunity to travel or you would prefer to work 
closer to home, your scope will not be diminished. 


< The scale and complexity of projects will vary, but 
there will be а strong emphasis on the 
development of leading | edge internet 
applications. These are not technical roles - your 
.. ability to make a strong business case, manage 
| "communication strategies, training issues and 
handle stakeholder management will be vital. 


TORONTO, PARIS, ZURICH, 





. need a tax and legal background, experience 
dna 
organisation would be extremely useful. The: 


AMSTERDAM, BRUSSELS, FRANKEURT 


You should have implemented a number of 
large-scale. multi-disciplined projects and will | 
have at least five years in ^ project-based 
change management. Although you don’t 
















financial or professional services 












business language of PricewaterhouseCoopers : 
is English, | 







You can look forward to an excellent salary and 
generous flexible benefits. We have unrivalled 
opportunities for personal growth and 
development that should match someone with 
your ambition and vision. 

















To open up a whole new world of opportunity 
for your career, please see our website, 
www.pwcglobal.com/executive/uk, where you. 
can enter reference CB3178 and download an 
information pack. For a confidential discussion; 
call our advising consultants, Charlotte Baker or 
James Greengrass on «44 20 7804 3025/2514 
or 41 212 259 4089. | 


PricewaterhouseCoopers 
Executive Search & Selection 
Plumtree Court 

London EC4A 4HT 

Fax: +44 20 7213 5545 
Email: charlotte.baker&uk.pwcglobal.com 
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Mobile * Interactive TV * Internet * Content Rights * Media * Broadband 


Anything you can do, you can do better 


Does your current job give you opportunities to: 
Apply your strategic consulting expertise in the digital market place? 
Develop your platform as a thought leader within the industry? 
Progress from managing to leading projects? 
Help to shape the company in which you work? 


Spectrum Strategy Consultants offers you all these things. We are the leading international strategy 
consultancy working exclusively within the digital industries. This has made us a highly successful business 
with an enviable industry reputation. We are expanding rapidly from London with offices in Brazil, 
Germany and Singapore and another opening soon in Italy. 


Our clients include many of the world’s leading players in our sectors as well as the most exciting start 
ups. Our work spans TV, Internet, mobile and fixed telecoms: from advising the English Premier League 
on the £1.6bn sale of its TV and online rights to 3G strategies for mobile operators to e-business 
strategies for fixed operators. 


We are looking for Managers and Senior Associates to drive our expansion in the UK and around the 
world. Consulting and sector experience are essential. 


Please send your CV and covering letter to Carolyn Wileman at: 
economist105@spectrumstrategy.com or 

Greencoat House, Francis Street, London SW1P 1DH 
www.spectrumstrategy.com 








You've been smart enough to get in and smart enough to get on 

Now you want to shape your own career. At Eden McCallum, we can 

make that happen. We connect the top independent consultants with 

the projects they dream of working on. Our clients are London-based 

start-ups/VCs, blue-chip companies and professional client-service firms 
all top-tier. Our assignments range from resolving central strategic 

questions for CEOs to providing management expertise for start-ups 


THE OPPORTUNITY 

As an independent consu tant with Eden McCallum, you control the 
type and timing of the work you do, with per diems that enable you to 
match a full-time salary in 100-150 days. Eden McCallum offers you all 
the richness of work you would choose for yourself. With marketing, 
negotiation and administration taken care of, you can concentrate on 
getting the best job done 


THE CANDIDATES 

You need: at least six years’ work experience, including two or more 
in a top-flight professional client-service firm (preferably management 
consultancy or investment banking); a post-graduate degree (ideally an 
MBA) from a leading international university; and a record of high 
achievement in everything you've done — with earnings to match | 





BE AN INDEPENDENT CONSULTANT. IT'S YOUR LIFE. 


Email your CV, including current earnings, to mail@edenmccallum.com, 
fax it to 020 7823 9541 or post it to Eden McCallum Ltd, 15 First Street, 
London SW3 2LB. For more information visit www.ecenmccallum.com 


eden 
асса Ш | 
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Oyster Partners 


www.oyster.com building digital relationships 


Oyster Partners is a leading European 
Internet services company and an 
innovative provider of e-business 
strategy, technical solutions and 
on-line environments. Clients include 
Channel 4, Go, Orange and Unilever. 
Our working culture is energetic, 
open and non-hierarchical. With 160 
employees currently in our London 
office, we are now expanding fast in 


the UK and continental Europe. 


Head of Research 


Create this new role, providing the vision and driving 
force underpinning Oyster's research services and 
project managing the future development and structure 
of our internal research holdings. Your strong academic 
background, coupled with knowledge management 
experience gained ideally within media, technology, 

or a bricks and mortar blue chip, will be enhanced 

by team leading and project management skills. 


e-business Researcher 


As an e-business researcher, you will work with 
interactive strategists on the validation of business 

cases, as well as undertake competitor and market 
analyses. Communicating knowledge both within Oyster 
and externally (briefings, presentations, white papers 
and the like), you are ideally a recent MBA and/or have 
relevant interactive agency experience. With a background 
in market analysis and researching trend directions, your 
innovative thinking skills and the ability to deliver to tight 
deadlines complement critical judgement. 


The party's over. Think Again. 


On the contrary, it’s just 
getting good. You 
ought to see what you 
are missing. If you 
think that the Internet 
starts and stops with 
dotcoms, Think Again. 


We're looking for: 


E-mail cvs to: eci74a@oyster.com 


E-mail cvs to: ec174b@oyster.com 





THE ECONOMIST OCTOBER 7TH 2000 


EXECUTIVE FOCUS 


CURRENCY STRATEGIST 


Frankfurt Competitive Salary + Bonus 


Our client, a major European Bank, has an The position is an integral part of a small but well 

opportunity for an enthusiastic, highly motivated, respected currency research team operating out of 

German speaking Economist/Currency Strategist. London, Paris and Frankfurt. Opportunities for career 

This is not just another office based research role. This progression are excellent. 

position is based in the centre of a busy dealing room 

at our client's Frankfurt head office. Reply in strictest confidence, enclosing cover letter 
and CV in both German and English, to: Response 

The person will be working alongside foreign Handling, Bartlett Merton, Bartlett House, 


exchange market makers providing advice on short Greenhill Rents, London, England EC1M 6HS. 
term and long term market trends. Candidates must Email: cs@bartlett.co.uk 

have excellent analytical, presentation and 
communication skills and be able to get their Please quote ref: E/CS/1. 
message Over to everyone including traders, other 


business areas, external clients and the news media. It 


is essential that candidates are fluent in both German 


ZIN 
and English, written and spoken, and have practical 90 BARTLETT MERTON 
2 у 


experience of foreign exchange market. Л 


shaping the future 


Opportunities in the Treasury 


POLICY ANALYSTS London £33,500-£44,000 increasing to £48K + excellent pension package 


We want the same as you do - growth, development and opportunity. Find it for yourself while designing and 
developing the economic policies that help deliver it for everyone else. 


We are looking for people who, having already proved that they can find solutions to difficult problems and 
come up with ideas that work, want more challenge and involvement in the ideas that affect people at 
home and abroad. 


In addition to a good degree in any subject, you will have at least three years' experience in a 
role that has tested and developed your analytical and influencing skills. But to be effective, 
you will need to have more than convincing ideas, you need to be able to deliver 

practical outcomes, and to work collaboratively with others to achieve this, 

respecting and valuing their point of view. 


For more details and an application form (to be returned by 23 October), 
write to: Capita RAS, Innovation Court, New Street, Basingstoke, 
Hampshire RG21 7JB or telephone 01325 745170 (24 hours) 

or fax 01256 383787. Internet: www.rasnet.co.uk Quote ref B5225. 

Visit the Treasury website on www.hm-treasury.gov.uk 


The Treasury is an equal opportunities employer. Our aim is to reflect 
the diversity of modern Britain. We welcome applications from suitably 
qualified individuals, irrespective of race, gender or disability. 

All applications will be treated on merit. 
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EXECUTIVE FOCUS 


ZA 
/@avicesaroundtheworld.com 


Pricesaroundtheworld.com is a site for both the sales and procurement 
department of any company (click www.pricesaroundtheworld.com ). Subscribers 
to our site provide the price of the products they sell and obtain the price of the 
products they buy. We are a worldwide broadcast system that integrates buyers 
and sellers into the global market through price information. 





Pricesaroundtheworld.com is the fastest growing Internet company in the world 
and is positioned to become the Web's premier price information page for 
business and industry. Here is your opportunity to join this elite, dynamic, fast- 
paced, and well capitalized organization. We are currently seeking experienced 
professionals to join our executive team. The salaries for these positions are in 
the six-figure range, and we offer a generous stock option plan for our executives. 
We are located in Washington, D.C. 


4. Director of International Sales 


Our Director of International Sales will find, appoint, train and support 
representatives in every region of the world, outside the United States, to sell 
subscriptions to industries, wholesalers and traders. Their job requires at least 10 
years of experience in creating and managing successful sales forces in multiple 
countries for insurance, yellow pages and similar service products. 


Ue Director of International Procurement 


The Director of International Procurement will work with our large corporate 
clients in the United States to provide them with specialized, effective worldwide 
price research for the products and materials they buy. This position requires at 
least 10 years of experience as a top procurement manager for large industrial 
concerns, or nationwide distributors or retail chains. 


Send your resume today to: 
hr@pricesaroundtheworld.com or fax to: 1-202-777-8557. 
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Excellent package 


Greenpeace is the world’s leading environmental organisation and over 
the last 30 years has had great suc in winning major international 
campaigns and in raising publi ie aw. CRN of environmental issues, 


Greenpeace uses its trademark fleet of ships, vutting-edgo communications You must be able tó denotes бш 

tools, peaceful confrontation, consumer action, lobbying and the promotion driving change. in а complex and i 

of environmentally sound technologies: to campaign оп а wide range of. and communications skills to rep Э 

challenging and complex issues. npeace is non-violent, highly values fora and have a strong personal drive to me 

creativity and action, is global in its scape and thinking and is independent To obtain ore infecti 

of both governments and husi А ; Greenpeace Internatio 
anda worldwide staff of h 100: (24 hours) quoting re 


18th October 2000, 


tor and to a 


Y ABC 


ЕТУ RECRUITMENT AND'DONBULTANDY. 
A PRACTICE WITHIN SAXTON WAMPEYLDE NEVER. ШУ. 


National Air Traffic Services Ltd 


The critical path 


Manager of Forecasting and Business Information 








» Safety National Air Traffic Control manages and operates air traffic services throughout the 
UK, involving over 5,000 people at sites from airports to large engineering centres. The . 
volume of air traffic is constantly rising. As a consequence, flight paths are becoming 
е Value more complex and the amount of information travelling through our business requires 
: с sophisticated management and accurate analysis. On one level; this role is critica’ to 
the success of our business. On another, it's also vital to the safety of thousands of 
(passengers flying over the UK everyday. 


ө Service 


“You will-advise on forecasting throughout our business, right up to board level. From: 
air traffic movements, to airspace planning, to passenger numbers, you will spec fy | 
and obtain.economic and statistical information, building and maintaining essential scorer ‘cee 07 
databases. As a credible, influential figure, you will also champion the use of One Kemble Street, Landon WC2B ДА 
4 b information to create business advantage. E-mail: jackie. handford@nats.co.uk 


An honours degree in maths, stats or economics is essential, preferably supported 

by а background in econometrics or a numerate-subject. Ideally, you will also hold 

An Equal а post-graduate. qualification. You will be comfortable managing people as well as 

Opportunities databases, with a wealth of experience in applying econometrics and forecasting 
<: Employer techniques to a macroeconomic context. wwwnats.co.ukirecruitment. 


CO CONVESTOR IN PEOPLE 


LEADING THE BUSINESS OF AIR TRAFFIC CONTROL 
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EUROPEAN UNIVERSITY INSTITUTE 


Tor research and postgraduate training in the social sciences arid humanities 


is looking for candidates with a distinguished record of scholarly publications 
and experience in postgraduate teaching and doctoral supervision, to fill 





: The Department of Economics is seeking to consolidate its graduate teaching 
= and research programme in the fields of Macroeconomics, Microeconomics 
‘гапа Econometrics. it wishes to make appointments to up to four chairs 
“across these fields. 


7 Applications are welcome within any of these areas; where applied research is 
concerned an emphasis on European issues is welcomed. Appointments may 
be made at any level of seniority, though all applicants should have an 
experience of graduate teaching and supervision. 









Further particulars on the Department and on the vacant posts can be found 
on the home page at http;//www.iue.it/ECOANelcoma.html, 


Contracts are. for four years, renewable once. The Institute is an equal 
“opportunity employer. 









Tel +39-055-4685.332 
Fax: +39-055-4685.444 
. E-mail: applypro@datacomm.iue.it 
Internet: http:/Awww. jue. it 
Address: European University Institute, Via dei Roccettini 9, 


1-50016 San Domenico di Fiesole, ITALY 


INTERNATIONAL TROPICAL TIMBER ORGANIZATION 
VACANCY FOR THE POSITION OF 
ASSISTANT DIRECTOR (Reforestation and Forest Management) 

DEADLINE FOR APPLICATION: 23 October 2000 


The international Tropical Timber Organization (ITTO), a commodity organization 
headquartered in Yokohama, Japan, is in the process of appointing a new Assistant 
Director (Reforestation and Forest Management), The ITTO mission is to facilitate 
‘discussion, consultation and international cooperation on issues relating to the 
international trade and utilization of tropical timber and the sustainable management of its 
[| resource base. 


Position Tile: Assistant Director (Reforestation and Forest Management) 
Level(Gradey 01 Duty Station: Yokohama, Japan 

Date for Entry on Duty: December 2000 

“Duration of Assignment; Fixed term two years 


DUTIES AND RESPONSIBILITIES: The Assistant Director will, among other duties, 
assist the Committee on Reforestation and Forest Management to identify the activities 
nd areas in which the promotion of sustainable development of tropical forests, with 
emphasis on conservation and environmental needs, could be strengthened, re-oriented, 
‘accelerated, and working with appropriate bodies and mearis through which such 
Improvements could be put into effect; assist assessing project and pre-project proposals 
| submitted to the Reforestation and Forest Management Committee; oversee and guide 
implementation, monitoring and evaluation of ITTO projects in the field of Reforestation 
and Forest Management; arrange for dissemination of ITTO technical documents and of 
“other results of ITTO's work in the field of Reforestation and Forest Management: 
tepresent the Organization in seminars, conferences and other meetings of relevance to 
its. program and activities in the field of Reforestation and Forest Management. 
QUALIFICATIONS AND EXPERIENCE: Be a national of an ITTO Member Country (see 
cist below), suitable university degree preferably with post-graduate qualification; more 
{һап ten years of relevant professional experience, including experience in tropical 
forestry with emphasis on resource development, conservation and environmental issues; 
language. skills in both spoken and written English. Knowledge of French and/or Spanish 
‘highly advantageous. 
| SALARY: ITTO offers salaries and allowances based generally on the United Nations 
system. Appoiritments are subject to the Staff Regulations and Rules of the Organization. 
APPLICATION: Using the United Nations Personal History form, to The Executive 
Director, International Tropical Timber Organization (ITTO), International Organizations 
]| Genter, Sth Floor, Pacifico- Yokohama, 1-1-1, Minato-Mirai, Nishi-ku, Yokohama, 220-0012 
| JAPAN Phone: (81-45) 223-1110 / Fax: (81-45) 223-1111 / E-mail: itto@itto.orjp 


[List of ITTO Member Countries: Australia, Austria, Belgium/Luxembourg, Bolivia, Brazil, 
Cambodia, Cameroon, Canada, Central African Republic, China, Colombia, Congo, Côte d'Ivoire, 
3E Democratic. Republic of the Congo, Denmark, Ecuador, Egypt, Fili, Finland, France, Gabon, 
| Germany; Ghana, Greece, Guyana, Honduras, India, Indonesia, ireland, Italy, Japan, Liberia, 
| Malaysia, Myanmar, Nepal; Netherlands, New Zealand, Norway, Panama, Papua New Guinea, 
| Peru, Philippines, Portugal, Republic of Korea, Spain, Suriname, Sweden, Switzerland, Thailand, 



















































































Dean, School of Business Administration 
The University of Michigan-Ann Arbor 


The University of Michigan invites both nominations and 
applications for the position of Dean of the University of Michigan 
Business School. The candidate should be committed to scholarship 
and have the desire, ability, and vision to lead a business schoo! in 
one of the nation's premier research universities. 


The Dean is expected to provide intellectual leadership for the 
Business School community, oversee the educational programs, 
supervise the budget and personnel administration and assume a 
major role in fundraising. As the chief academic, administrative and 
financial officer of the Business School, the Dean reports directly to 
the Provost and Executive Vice President for Academic Affairs. 


Nominations and applications will be reviewed on an ongoing basis 
beginning immediately and will be accepted until the position is filled. 
The University's dedication to excellence is complemented by its 
commitment to building a culturally diverse academic community. 
Individuals from under-represented groups are encouraged to apply. 
Correspondence should be addressed to: Joel B. Slemrod, Chair, 
Business School Search Advisory Committee, 3074 Fleming 
Administration Building, University of Michigan, Ann Arbor, 

MI 48109-1340. 


E-mail may be addressed to deansearch@bus.umich.edu. The 
University has retained the services of Martha Schlager of AT 
Kearney, Inc. to assist the Search Advisory Committee in this process. 
Telephone: 703-739-4617; Fax: 703-518-1782. E-mail may be 
addressed to martha_schlager@atkearney.com. Dean Search 
Web site: http://deansearch.bus.umich.edu. 


The University of Michigan treats inquiries, nominations, and 
applications for this position and others in a confidential manner. 
Applicants should confirm in their letters that they wish their 
applications to be kept confidential. 


A Non-Discriminatory, Affirmative Action Employer. 








































TA BABSON 


Babson College invites applications and nominations for the position of the Murata Dean at the 
FW. Olin Graduate School of Business. 











| Babson College, a pioneer in management education, offers undergraduate, graduate and executive 


education programs to students and managers from a rich mix of cultures, communities, industries, 
and nations. Identified as a best-of-class benchmark curricular reform for effective business 
education, the College cultivates a climate of entrepreneuríal spirit, creative thinking, analytical 
inquiry, global perspective, continuous learning, and social responsibility to help prepare leaders 
capable of anticipating, initisting, and managing change. Babson grants bachelor of science and 
master of business administration degrees and offers executive development programs to 
experienced managers worldwide. 









The FW. Olin Graduate School of Business at Babson College offers a full-length two-year MBA 
program, an accelerated one-year MBA program for full-time students with undergraduate business 
degrees, and an evening MBA program for students pursuing their degrees on a part-time schedule. 
The School has earned distinction in recent years for its innovative, integrated. curriculum, а 
distinction recognized in 1995 by the FW. Olin Foundation with a commitment of $30 million, onc 
of the fargest gifts ever made to an independent business school. The School vigorously participates 
in the College's rich tradition of excellence in cultivating entrepreneurial thinking and has been 
consistently ranked first by US, News und World Report for its Entrepreneurship program. 
























Reporting to the Vice President for Academic Affairs, the Dean will provide overall academic and 
administrative leadership and direction for the Graduate School The Dean is expected to lead the 
Sehoob im enhancing its capabilities for superior teaching, integrative course development, 
exemplary scholarly and applied research and. operationally excellent program, personnel, and 
resource management. The Dean is expected to articulate the vision of the School to both internal 
and external constituencies, enhance the role of the School in the business community, and manage 
and develop the Schools financial resources. 











Ideal candidates will have a record of leadership in senior level management positions and/or as an 
accomplished academic/scholar. Candidates should demonstrate a capacity for innovation and for 
effectively dealing with change, as well as a track record managing and developing resources. 
Additional qualifications include an ability to develop and communicate the School's. vision, 
expand the Babson brand into new areas, diversify the Babson community, form strategic alliances, 
increase the depth and breadth of the student experience, and promote lifelong learning. 


The Search Committee will begin formal review of applications in November 2000. Applications 
and nominations should be sent, in confidence, to: 


Shelly Storbeck, Vice President 
A.T. Kearney Education Practice, 333 Jobn Carlyle Street, Alexandria, Virginia 22314 
(703) 518-1782 (fax) e-mail: Babson @atkearney.com 


Babson College is an Equal Opportunity/Affirmative Action Employer. 








"Togo; Trinidad and Tobago, United Kingdom; United States of America; Vanuatu and Venezuela, 
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Announcement to all 


owners of Patek Philippe watches. 


ilippe. has decided to reward all 
ast ten complicated watches 


To mark the end of the twentieth century, Philippe Stern, President of Pate 
owners of Patek Philippe watches with a unique gift: the opportunity to own one of 
created by the company in the twentieth century, and engraved as such. 


All ten watches - ref. 5054. = will be presented personally by Philippe Stern, to those selected. « at a special reception o та ko 
the opening of Patek Philippe's Watchmaking Treasures Museum. This will take place ín autumn 2001, : 


All we ask is that you send us the reference, case and movement numbers of the Patek Philippe watches t 
you own and purchased prior to January 1st 2000, along with your name, address and the name of your preferred © > 
Patek Philippe retailer. You will have.as many possibilities to-be selected as the number of watches that you own. 
This information should preferably be registered on the Patek Philippe website, of sent to us via fax or mai: fo 
December 3ist 2000, using the relevant addresses listed below. | К i 


Philippe Stern would like to-take this opportunity to thank all those who, through their custom and lopalty, have керы ш. 
ensure that Patek Philippe will continue to practice its unique approach to the art of fine watchmaking for future generations. 


kd 


PATEK PHILIPPE 
GENEVE - 
io Begin your own: tradition. 
www.patek.com | uk Philippe $.4., P.O. Box 2654, 121 Geneva 2, Switzerlan 
| .... Please see the Patek Philippe website for Terms and C 





: (41) 22 884 2060. 








Communication is critical. 
Just ask our readers. 


Group Communications Manager 
The Economist brand is one of the strongest in the 
world. Every week The Economist Group reaches over 6 
million of the top 10% of. earners globally with its 
- publications and services, the range of which is far wider 
than уои might think. 

Start. with The Economist weekly magazine itself, and 
its online partner, Economist.com; add in the acclaimed 
Economist Intelligence Unit (EIU) with its reports; new 
ventures such as the television programme Evision, and 
The Economist Diaries, Books and Conferences, which 
"are created through the new division Economist 
Enterprises. Then add the CFO brand family aimed at 
chief financial officers, plus publications and services like 
“European Voice, Roll Call, Pyramid, Journal of 
Commerce, PIERS database, Public Network Europe and 
Business Central Europe. 

Your challenge will be to co-ordinate a coherent 
group communications message ~ to both internal and 
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^ London 


The Economist 


C. £55,000 + benefits 
external markets. With such а wide portfolio, it 
important to retain individuality while implementing 
communication strategy across our worldwii е offic 

Organisational skills alone are not enough Y 
need. vision, tenacity, creativity and a passion fo 
intelligent information. A successful track record with 
corporate communications is essential. ; 

Please send a CV and covering letter, ийа.) your: 
current remuneration details, to Maya Spiers 
Recruitment Department, The Economist Group 
15 Regent Street, London SW1Y 4LR. Please 
quote reference GCM6/10. Fax: 020 7839 233 
E-mail: recruitment&economist.com. 

Closing date Friday October | The 
20th 2000. For more. information. ИНЧИ 
you can visit our website at 


www.economistgroup.com THE ECONOMIST GROUP - 



















You can handle any competitor. 
Unless it's your broker. 


When you take huge positions in. And since we are truly neutral, 
the global securities markets, you our research is as objective as it is 
want your broker taking posi- insightful: 
t ns opposite yours. Our only goal is. to help you get 
the fastest trade at the best price — 
to add that much more to your total 
performance. 


A REUTERS Company : 


: ЖР Notbing comes between you 

For more information, call our and the best price.” 
international freephone number ы 

+800 INSTINET (+800 4678 4638) or 


visit www.instinet.com 


ur UNE do hor commit capital, make markets or mike profits on 
cae рош ai rights reserved: INSTINET ; ў nanque ate registered service marks in the United States and 
es ошт the word. nstinet Corporation | de metiber NASDAIPC, and hüstner UK Limited is regulated in the UK; by the SEA, с 
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The road to war? 


T THE best, the bloody events of the past 
week have killed all hope of an early 
agreement on East Jerusalem, the hypersen- 
sitive issue that blocks the way to a tantalis- 
ingly just-out-of-reach agreement between 
Israel and Palestine. At the worst, the new an- 
ger and fear could send the region spinning 
into a religious-political cycle of killing and 
terrorism. The peace process has been re- 
placed by the rumblings of all-out war, la- 
ments the United Nations' Kofi Annan. 

The most sustained, and most dangerous, 
bout of fighting for many years came about 
with the inevitability of Greek tragedy. Pal- 
estinian frustration had accumulated to, and 
beyond, bursting point, among both those who have no citi- 
zenship and the minority who are citizens of Israel. An explo- 
sion was waiting to happen. The Israeli government, aware 
that this time the Palestinians might be armed with guns as 
well as with stones, had given warning that if lines were 
crossed, its army would respond with exemplary force. 

In the event, the force used was astonishing. Demonstra- 
tors, most of them unarmed—though the policemen and offi- 
cials among them had Kalashnikovs and machineguns—were 
sometimes attacked by anti-tank missiles and helicopter gun- 
ships, while Israeli tanks ringed the towns. It was war, albeit 
one-sided: so far, more than 60 people have been killed, all 
but three of them Palestinian, including ten Israeli Arabs. 

Israeli domestic politics, even messier than usual, lay be- 
hind the explosion. To most Palestinians, Ariel Sharon repre- 
sents Israel’s uglier face: he countenanced the massacre of ref- 
ugees in Lebanon in 1982, and later became a hero to Jewish 
settlers. As current leader of the Likud opposition, he opposes 
the concessions for peace that the prime minister, Ehud Ba- 
rak, has offered. A bull deliberately charging a china shop, he 
marched on September 28th on to Temple Mount, known to 
all Arabs as Haram al-Sharif or noble sanctuary, for a photo- 
opportunity to demonstrate Israel's continuing sovereignty 
over Islam’s third-holiest shrine. 

His action, crudely provocative, was not out of character. 
But Mr Barak, who has brought his country close to real 
peace, may have had reasons for not wanting to offend Mr 
Sharon: perhaps he would like him, rather than the powerful 
Binyamin Netanyahu, to continue to lead the Likud. So it was 
Mr Barak's policemen who accompanied Mr Sharon to the 
compound—which Israelis rarely visit since their religion for- 
bids it—and then, next day, responded with disproportionate 
force when a crowd, stirred by an inflammatory sermon at 
the Al Aqsa mosque, began throwing stones at Jewish targets. 
Five demonstrators were killed. It was this that set off the le- 
thal chain of protest and shooting. 

Diplomatic efforts seem to be breaking down, at least for 
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the moment. In a stormy meeting, Mr Barak 
and Yasser Arafat talked to Madeleine Al- 
bright, America’s secretary of state in Paris on 
Wednesday. Then the diplomatic show, with- 
out Mr Barak, moved on to Egypt. Last week, 
before the mayhem broke out, Mr Barak and 
Mr Arafat were visiting each other's houses, 
and peace negotiators had made their way to 
Washington. Now, peace talks are for a pro- 
blematic future: the overwhelming aim is to 
prevent war. 

The Israelis accuse Yasser Arafat of or- 
chestrating the explosion. This suggests, how- 
ever, that the Palestinian leader has more 
control over his people than is probable. It is 
true that the result may have swayed international opinion 
back in the Palestinians’ direction. In his traipse round the 
world’s capitals after the collapse of the Camp David summit 
in July, Mr Arafat found that a lot of support had deserted 
him. The image of a tiresome, obdurate Palestinian has now 
been replaced by that of a tiny 12-year-old boy, cowering in 
terror under his father’s arm while Israeli soldiers fired for an 
endless 45 minutes in his direction, eventually killing him. 


Hardening of hearts 


But international sympathy will not help Mr Arafat to sell a 
compromise to his people. Further compromise, by both 
sides, is crucial if the Israelis and Palestinians are to reach that 
elusive final settlement. The Palestinians, who already suspect 
their leaders of betrayal, will have had their hearts hardened 
by the more than 50 “martyrs” who have died—it is being 
said—for the sake of East Jerusalem and its holy places. 

Among Israelis, too, there has been a hardening of minds 
and hearts. The main reaction among Israelis to this week's 
horror is shock that their own citizens, the 1m Palestinians 
who live within Israel’s borders, decided to join the protests 
(see page 53). They did not do so in the intifada (uprising) in 
the late 1980s, and indeed, they still have strong reservations 
about the Palestinian Authority and its undemocratic ways. 
But it is nonetheless naive of Israelis to be surprised. 

For a start, many Israeli Arabs pray at Al Aqsa (it is diffi- 
cult for West Bankers, and impossible for Gazans, to get there 
to worship). Beyond this, Israeli Arabs have always been dis- 
criminated against, and their loyalty taken disdainfully for 
granted by the Israeli left. They have never been included in 
any Israeli government. And yet the level of their protest 
might well have been more subdued had they been allowed 
to demonstrate like any other group of Israelis, and not 
treated at once as potentially dangerous saboteurs. 

In their concern about the possible irredentism of the 
minority in their midst, Israelis look like missing the more im- 
portant message. The bloodshed over the past week shows 
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hat carrying on without a an agreement with. the Pale 


perior people: its talents are above the ordinary. But it has to 
abate its greed for other people's land. Occupying territory, 
except in the course of war, is not an acceptable state of af- 





+ rejection of the euro 


EFERENDUMS are supposed to provide answers. Den- 
| AN mark's has mostly produced questions—and for many 
. Europeans they are profoundly awkward ones. Answer them 
опе way, and at once regret the consequences. Answer them 
` the other, and feel an equal sense of unhappiness. No one 


“toss you whichever horn you seize hold of. 


Бег 28th. In rejecting the euro, they wanted, it seems, to assert 
.. their independence and to say no to the sort of harmonisation 
that might have threatened their welfare state and perhaps 
even their sense of national identity. Yet their no has not given 
them monetary sovereignty. The krone has been tied, first to 
the p-mark and then to the euro, since 1982. The Danes have 
now excluded themselves from directly influencing their own 
monetary policy—unless, of course, they cut free and pay the 
price in higher interest rates. That prospect, however, is not 
an attractive one. The mere possibility of going it alone al- 
ready puts their rates above their euro-zone neighbours’. 
Their self-inflicted wounds do not stop there. The desire to 
win the voters' approval of the Maastricht treaty, after they 
һаа turned it down in 1992, led Denmark's government to 
secure an opt-out for defence. Some Danes have regretted it 
- ever since: it has prevented them from becoming involved in 
the European Union’s proposed rapid-reaction force, and 
even from ки mine-clearing in Kosovo. After last week's no, 
that isolation seems set to continue: no Danish government 
will lightly risk another row about integration, however 
bland the purpose. And therein lies the central dilemma, for, 
like other small countries, Denmark has long seen zu mem- 
‘bership as one way in which it could avoid being shoved to 
. the margins of European affairs. By rejecting the integration it 
dislikes, it risks losing some of the integration it likes. 
sU That will become even clearer if the result of the Danish 
`. Vote is, as seems likely, the faster development of a multi- 
speed Europe. Denmark's no makes it even less likely that its 
-< fellow-doubters, Britain and Sweden, will make an early bid 
^to join the single currency. The enthusiasts, however, are anx- 
_ tous to press ahead, and with other projects too. The master- 
тіпа of Maastricht, Jacques Delors, says, for instance, that he 
. Would like to see “а wider Europe—the Union—and ап avant- 
. garde that is overtly organised into a federation of nation- 
states". France and Germany, or at least President Jacques 
< Chirac and Chancellor Gerhard Schroder, are certainly ready 
for the rapid integration of an inner core at the коз summit in 
. -Nice this December (see page 62). 
Further reflection, and with it the thought that such an in- 
: ner circle might in time come to be dominated by the Ger- 


© fairs. Most Palestinians, who once lived in the land that is 


2115 not a viable option. Israel. is a superior country with su- . now Israel, have through their leaders accepted the two-state 


Dilemmas from Denmark 


It is not only the Danes who face difficult questions after last week's 


. knows better than the Danes that a dilemma is a bull that will. 


The Danes chose the anti-integrationist horn on Septem- 





solution. It is now up to the Israelis, if they want a decent, civi- 
lised life for themselves, to allow the Palestinians a reason- 
ably-sized little state with its proper capital in East Jerusalem. 








mans, may make the French start to wonder whether the idea 
is such a good one after all. But if that is their post- 
referendum dilemma, it is not as acute as Britain's. 

Britain's difficulty is that, politically, it wants to be at the 
forefront of European affairs, but its voters are even. more 
hostile to further integration than Denmark's, and the econ- 
omic arguments for its membership of the euro are much less 
obvious. Realistically, if reluctantly, it can simply say that dif- 
ferent groups of eu members should proceed at their own 
pace with their own projects. That causes few serious difficul- 
ties with immigration (the Schengen agreement) or defence 
(on which Britain has taken a lead). It causes much bigger 
ones with the euro, because decisions may be taken—on the 
harmonisation of taxes, for instance—that would strike at the 
heart of the Eu's activities. 

The single currency, indeed, is an integral ГРА оЁ ће 
Union; all applicants must aspire to join, and eventually take 
what is on offer without modification. Only Britain and Den- 
mark have won exemptions. The dilemma for Britain is 
whether to join, and accept the political and economic draw- 
backs; or to stay out and forsake any influence over the deci- 
sions of the euro group. To try to hang on to a role in decision- 
making while remaining outside the group looks increasingly 
forlorn in a two-speed, post-Danish-referendum Europe. 

For the dozen or so countries eager to join the Eu, Den- 
mark's vote also sends a mixed message. It keeps alive the 
hope that a one-size-fits-all Europe. will not be imposed on 
them, destroying their individuality; but it makes it harder to 
see how they can at all quickly get to.the inner sanctum 
where the big decisions will be made. In other words, it shows 
the folly of choosing, ten years ago, to deepen the Union’s in- 
stitutions before first bringing the easterners into the club. 


Reculer pour mieux sauter 


The best consequence of the Danish revolt would be a deci- 
sion not to hurtle on pell mell in groups but to pause and re- 
flect on the purpose of the Union. As long as membership 
could be seen as a way of providing peace and prosperity, the 
club could proceed by economic measures and keep its aims 
vague. For East Europeans, for whom peace and prosperity 
are still far from assured, vagueness may still suffice. But, for 
many West Europeans, peace and prosperity no longer seem 
so fragile, or so clearly available only through ки integration, 
that all other considerations can be unquestioningly set aside. 
If nothing else, the Danes have shown that the Union must 
find some objective even more alluring than economic self- 
interest if it is to keep the enthusiasm of its people. 

: 
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` Trust and antitrust 









eni nds to be good for monopolists but bad 
That divergence explains, in a nutshell, 
an antitrust policy. In America and 
ting in the name of greater compe- 


i why governments 
` Europe, trust-busters ; 
-tition are now more active than they have been for quarter of 
а century—and they show every sign of getting busier still. 
` Their highest-profile recent target has been Microsoft, but the 
list of businesses that have been the subject of regulatory in- 
tervention is impressively long. 
.. Kf the past century of economic policymaking has taught 
 usanything, it is that achieving strong long-term growth often 
-has less to do with macroeconomic policies than with good 
. ‘microeconomics, including fostering competitive markets 
-that reward innovation and restricting government to only а 
limited role. Antitrust policy, because it seeks to keep markets 
‘competitive, should be a key part of this—provided it is en- 
forced sensibly. But this, it turns out, is easier said than done. 
: Indeed, there are reasons to view the present resurgence of 
antitrust with. concern. 


ош of control? 


. This is not a call to scrap antitrust, a position taken by such 
‘eminent American economists as Milton Friedman and even 
Alan Greenspan. Despite their views, it is surely no coin- 
ence that, for much of ће zoth century, America was un- 
- ique in taking antitrust seriously—and that it now has unusu- 
ally competitive markets. Even if badly enforced, antitrust 
laws can deter the worst sorts of monopoly abuses. However 
-ineptly European regulators, for instance, now apply their 
< competition rules, their regime is far better than the policy 

. that it largely replaced of separate countries building up their 

own monopolistic “national champions” 

In America, antitrust enforcement improved when its fo- 
cus was narrowed under Ronald Reagan, a change sym- 
` bolised by the throwing-out of a long-running prosecution of 
ıı TBM soon after he took office in 1981. Instead of attacking com- 

. panies simply because they were or might become big, trust- 
busting was restricted to cases where there was clear evidence 
of market power, as defined by economists rather than law- 
yers, being used to harm consumers. This was not a hands-off 
policy; AraT's nationwide telecoms monopoly was broken 

.. up, and price-fixing arrangements were vigorously prose- 

‘cuted. Under the Clinton administration, however, the scope 

and scale of antitrust action have expanded hugely, way be- 

_ + yond such well-founded cases as Microsoft (see pages 87-94). 
« As that case has shown, however, there are procedural 
|... problems with antitrust, not least the lengthy delays it can en- 
хай. There is also the vexation of many overlapping authori- 
ties, Nowadays companies risk confronting, as Microsoft did, 
a double or even multiple jeopardy: separate prosecutions 
from one of America's two trust-busting agencies (the Justice 
Department and the Federal Trade Commission), from the 
. European Commission and, in many cases, from individual 
* American states as well. It may make sense, as suggested re- 
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Sometimes governments must act to promote competition—but there is a risk of 








cently by Richard Posner, the court-appointed mediato 
the Microsoft case, for Congress to ban state antitrust su 
such situations. And there is an argument, given that 
monopolies and mergers are now global in reach, for so 
kind of world co-ordinating body, as suggested by Joe 
the Justice Department's outgoing antitrust boss. —— — 
But there are bigger worries than procedure. ‘Althou 
we have argued, the antitrust suit against Microso! 
fied, many of the other actions that have been kee 
busters so busy of late look more speculative. America’ 
thorities explain their i increasing activity by point 
eral trends, such as an unprecedented merg 
deregulation of telecoms and energy, globalisation and 
technology. They claim to be no more interventionist 
before. But too often their approach relies on their own 
dictions of how a market will evolve or, worse, 
sumption that it will not. This despite the fact that technolog 
has become a sledgehammer to once-formidable 
entry. Any big company contemplating a merger 
must now expect to spend a fortune on antitrust la 
The "new economy” is also allowing some trust- 
let their imaginations run riot. Technological change 
particularly tricky problems for antitrust. As Larry Su 
America’s treasury secretary, pointed out recently, 
is increasingly driven by firms that win temporar 
power but enjoy it only for a moment befo 1 
by a company with a better product that itse 
lived monopoly. This suggests that the new eco 
feature more monopolies than the old, but that. 
will harm consumers; on the contrary, if this d 
courages innovation, consumers can benefit. And | 
that the trust-busters would often do best to leave well alo 
unless and until it becomes clear that a monopol 
temporary and that it is being exploited not to «кошы 
to inhibit innovation--as in the case of Microsoft. 











Apply sparingly 
The risk is that their success in the Mitsuki case is E ] 
go to the trust-busters’ heads. Certainly, antitrust has no 
come an attractive job for ambitious politicians, bureauc 
economists and lawyers, all of whom will be likely to fav 
an activist agenda. Indeed, one more reason to worry abou 
the resurgence of antitrust is how few checks exist withi 
system to restrain it. Any lawyer or economist who know 
about antitrust will earn a fortune from increased activ 
Would that antitrust might become an issue in Ameri 
presidential campaign. Al Gore, it seems, would do nothing t 
slow i its expansion, but George W. Bush just might. 

There is a crucial role for antitrust, even in the new econ 
omy; but it is a weapon that works best when used sparingly, 
and when the evidence of monopoly abuse is clear-cut and 
prolonged. Beware politicians, lawyers and economists who _ 
put too much trust in antitrust. P 
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One last shove 





“Russians could lend a hand 


S LENIN observed, authoritarian regimes eventually fall 
when the people at the top are incapable of ruling i ina 
new way, and the people at the bottom can no longer bear to 
= live in the old way. A decade later than most of the European 
countries that practised Lenin's creed, Serbia seems to have 
- reached that point. Hundreds of thousands of its citizens are 
so desperate for change that they are prepared not only to 
vote for a new regime--as a majority did on September 24th — 
but to protest, strike and risk their skulls. 
But as Lenin's cold-blooded logic told him, popular dis- 
content, even when combined with awesome bravery, is not 
(hough by itself. There has to be a failure of nerve, and above 
all of ingenuity, at the top. And one of the factors in Serbia’s 
dagedy. and that of its victims in four dreadful wars, has 
-been the sheer resourcefulness of its rulers. Time and again, 
` Slobodan Milosevic and his gang have been devilishly clever 
© at reinventing themselves. When communism lost its power 
-as a rallying cry, they turned to extreme nationalism, which 
offered an equally effective way to wield power over the 
scared and confused. Now they are looking for a new device. 
^; What can western governments do to tilt the balance in 
favour of real change? Not much, given the intensity of anti- 
_ NATO feeling in Serbia, beyond restating their readiness to give 
. €opious help once Yugoslavia has a democratic government. 
Better placed, without doubt, in terms of its ability to ease Mr 
. Milosevic out of office, is Serbia's old friend, Russia. 
` The trouble is that Russia's methods of operating in areas 
- where it has some historic influence have not always been be- 
nign. Too often, Russia has lent succour to the worst variety of 
post-communist regime. In Slovakia and Bulgaria until a few 
-years ago, and in Belarus to this day, former servants of the 
‘Soviet empire have shown that it is possible to remain in 
г power by keeping economic change to a minimum and re- 
pressing dissent. Warm and corrupt relations with the "crony 
capitalists” in Russia's elite have played a crucial part in this 
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The Serbian people are doing their best to get rid of Slobodan Milosevic. The 






formula for staving off reform. 

їп a way, Serbia is only the most extreme example of an 
unreformed communist regime that has remained in power 
thanks to military support (largely covert) and energy sup- 
plies (more overt) from Russia. This has undoubtedly pro- 
longed Mr Milosevic's disastrous reign—but it has also given 
the Kremlin levers to bring about change, if it wants to do so. 

So far, Russia is hedging its bets. While making friendly 
noises to Vojislav Kostunica, the winner of the presidential 
election on September 24th, it has not publicly declared Mr 
Milosevic the loser. Why the hesitation? Perhaps the Kremlin 
fears that its influence in south-eastern Europe would disap- 
pear if the region were at peace. In other unstable places, from 
the Caucasus to the Middle East, it has often given. the im- 
pression that keeping conflict on the boil is the best tactic for 
maintaining influence. It is still slow to realise that it too could 
benefit if the Balkans were to develop peacefully. 


No sanctuary for war criminals 


Russian intervention should certainly not take the form of an 
offer to Mr Milosevic of a dacha where he would be safe from 
the clutches of those who would put him on trial for war 
crimes. Rather, the Russians could simply try to persuade him 
that his time is up, much as they helped persuade him last 
year that he could not beat мато: Russia has reason to want to 
stay on good terms with the Serbs' next rulers—as they have 
to stay on good terms with Russia. With a grain surplus, and a 
building industry with long experience of work in Soviet con- 
ditions, even a democratic Serbia would have a natural econ- 
omic relationship with its big Slavic brother. 

President Vladimir Putin may see the current crisis as a 
chance to boost Russia's prestige and put the West in his debt. 
Fine—if at the same time he can prove that Russia's ties with 
Serbia, and other old friends, need not depend on shady busi- 
ness deals or abetting the violent misrule of warmongers. 








On to Winston-Salem 















shed some light 


66 EN without faces tend to get elected president, and 
: power or responsibility or honour fill in the features 
; pretty well" Thus the bitter-sweet reflection of a presidential 
- candidate who ends up being forced to withdraw from the 

race in Gore Vidal's 1960 play, "The Best Man". Nowadays, so 
much of running for president seems to revolve around not 
` making gaffes that genuine character and substance are even 
harder to detect. True to form, the first presidential debate this 
week in Boston. was a guarded, slightly disappointing affair, 
with no clear winner. All the same, the faces of the two candi- 
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This week's presidential debate yielded no clear winner, 


but did 





dates, and what they plan to do for America, have got a little 
bit clearer—and should become even starker at their contest 
in North Carolina next week. 

Begin with the awkward question of who won. If it had 
been а student debating contest, then the honours would 
have gone to Al Gore. The vice-president was more fluent 
than George W. Bush; he also, from the beginning, controlled 
the agenda of the debate, keeping it for the most part on 
Democratic issues like health care and taxes, and harassed his 
opponent with relentless statistics, anecdotes and obligatory 
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tales of stricken relatives (this time, an uncle who was a vic- 
tim of poison gas in the first world war). 
When it came to foreign affairs, Mr Gore seemed to know 
Ux the wily ways of the Russians from personal experience. His 
-grounding in Washington policy-making was so thorough, 
- апа his sense of America so proprietorial, that you might 
have thought he was, in fact, the president. 
E Despite all this, Mr Bush actually did quite well. The main 
effect of previous debates has been on perceptions of the less- 
experienced candidate. For Mr Bush the main priority was to 
stay upright, to prove that he could compete with a man who 
“has spent seven years in the White House. Despite the 
pounding of the Gore heavy artillery, the Texan, with a few 
wobbles but no gaffes, held his ground. Mr Bush may not 
have been as immediately impressive as, say, Bill Clinton was 
^. in 1992, or even Ronald Reagan in 1980; but he may need to do 

. only a little better in Winston-Salem for voters’ attention to 
ch from his inexperience to Mr Gore's unlikeability. 
_ And then, of course, there are the issues. Earlier this year, 
it seemed possible that the two men, both dynastic scions, 
both from the moderate wings of their parties, would agree 
оп so much that real arguments about America's future 
.. would fade away in trivial point-scoring. At times this did in- 
deed happen in Boston. Mr Gore repeatedly returned to the 
idea that Mr Bush's tax plans would help the top 1% of Ameri- 
cans; Mr Bush repeatedly pointed out that richer Americans 
would pay a higher share of taxes under him. All the same, 
"when Mr Gore talked about America reaching a point where 
the path forks, he was right, on at least two counts. 

The first is in terms of the two men's attitudes to gov- 



























The war has gone on too long. Next week's election ought to make possible a new | 


m push for peace 


N NORTHERN Sri Lanka, the secessionist Tamil Tigers are 

. feared and even respected, but seldom loved. They requisi- 

tion food and petrol at the barrel of a gun. Children are en- 

listed as soldiers, and teenagers pressed to become suicide 

bombers. The bombers’ targets are not just politicians, like 

. -Ranasinghe Premadasa, assassinated in 1993, or his successor 

as president, Chandrika Kumaratunga, who narrowly es- 

. . caped the same fate last year, but ordinary civilians, including 

` Tamils judged insufficiently committed to the cause of an in- 
dependent state for Sri Lanka's Tamil minority. 

As Sri Lanka votes next week (see pages 23-26), the Tigers 
need to be seen for what they are: not brave freedom-fighters 
taking after that most magnificent of the jungle’s creatures, 
but brutal terrorists whose refusal to compromise has consis- 
tently sabotaged any hope of peace during 17 years of war. 
Mrs Kumaratunga, for instance, has repeatedly offered to talk, 
but the Tigers insist that the army should first leave the north- 
east. That is a condition no Sri Lankan government, mindful 
of how the Tigers have broken past ceasefires, could accept. 
Mrs Kumaratunga years ago agreed to a Tiger demand for for- 
eign mediation. The Tigers then prevaricated, refused after 
initial agreement to talk via the Commonwealth, and only re- 
cently accepted a stilted dialogue through the Norwegians. 
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Sri Lanka votes and hopes 
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Men with suits e 


This gap is not à consistent one. in some area: 

tion, Mr Gore's stance was arguably less int 

Mr Bush's. Both men cloaked their differe 

signed to placate swing voters, Yet despite their eff 

blend in (which even led them to choose virtually. 

clothes), these patently are not “men without face 

represent different ideas about America’s future. · 
Which, in turn, sets the stage for Winston-Sale 

again the focus will understandably be on charac 

gaffes. Will the Tennessee brawler finally find the Texa 

glass jaw? Will Mr Bush counterpunch with a charming qt 

that makes Mr Gore seem. vindictive? Will Mr Cor ипм 
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they seem to be getting an ping. 





























The intransigence lies with the Tigers’ chief, Velupil 
Prabhakaran. Though Mrs. Kumaratunga propose 1 
constitution with. devolved. power for the Tamils earlie 
year, he has rejected anything less than an independent : 
in the north and the east of the country. Whatever the me 
of autonomy for the Tamils in the north of the island, v 
they make up the vast majority--the Tigers have drive! 
eryone else out—they account for barely two-fifths of the 
where many Sinhalese and Muslims have no wi 
lumped into a Tamil nation. Nor would India welcome an 
dependent Tamil state in Sri Lanka, lest it should stir up s 
ratist demands in its own province of Tamil Nadu. It is hard 
resist the conclusion that peace, if it ever comes, will do so i 
spite of the Tiger hardliners, and not on their terms. == 


Amend the plan and try again 


That means appealing to moderate Tamils, who are well rep- 
resented in Sri Lanka's parliament and may even hold th 
balance of power there after the election. If they could be ac- 
commodated, the Tigers might progressively be marginalised. 

Mrs Kumaratunga’s plan, which she shelved in August | 
after the opposition refused to support it, was far from ideal. 
For one thing, it prolonged the near-dictatorial powers she — 
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` those powers, notably by imposing strict censorship on Sri 
- Lanka's media. The draft also reserved too many powers to 
е centre rather than to the regions. And it fudged for at least 
nine years the thorniest issue, of whether the north and east 
. Should remain a single administrative entity. 

But something like the plan still represents the only— 
lbeit slender—hope for peace. Both Sri Lanka's main parties 
ccept the principle of devolution, which played little part in 
he demise of Mrs Kumaratunga's proposal. So whoever wins 
he election next week should set aside personal and party- 

political rivalries and renew the effort to get the plan 

mended and then passed. With the election out of the way 

“апа the main parties less fearful of alienating their own na- 
_tionalists, common ground might again be found. 


| had awarded herself for. another six years, She has abused : 


Yet even if a plan co be hatched on n which the main 
Sinhalese parties and the moderate Tamils agreed, would not 
the Tigers simply ignore it, and carry on fighting? In the long 
term, just possibly not. To prosecute their war, the Tigers de- 
pend on their income from abroad, especially Britain, and 
Britain may be about to shut off a large part of it. Under new 
powers, the British government will by early next year be able 
to ban terrorist organisations from operating and raising 
funds in Britain. It is looking at a request from Sri Lanka to put 
the Tigers on the proscribed list, which would bring Britain 
into line with both America and India. It should do so. 

That would not finish the Tigers. Despite the Indian ban, 
weapons and food still reach them from Tamil Nadu. But 
with a plausible devolution offer on the table, and a bit more 
international pressure, there would be just a glimmer of hope. 





New media, old message 


Old-media companies married the Internet in haste. Time to repent 


HE merger of Aor and Time Warner, the symbol of the 
^K union of old and new media, is under threat. In both 
America and Europe, regulators are fretting about the com- 
-bined power of one of the biggest Internet service providers 
with one of the biggest media firms. The regulators will prob- 
ably be bought off with concessions. But the people who 
should really object are Time Warner's shareholders, and for a 
"Quite opposite reason. As media groups’ problems with online 
investments unfold, it seems ever more doubtful that the In- 
“temet can deliver às much as they hoped, 
Тре theory behind the AoL/Time Warner merger was that 
the Internet and media-and-entertainment should make a 
perfect marriage. From entertainment companies’ point of 
view, the potential benefits looked huge (see this week's sur- 
меу of e-entertainment, after page 68). The Internet allows 
‘them to reach new, distant, scattered audiences, and also to 
strip out layers of costs. Although other retailers selling over 
the Internet still rely on the physical delivery of groceries, toys 
or. whatever, entertainment products—music, pictures, 
`. words--can be delivered direct to pcs. The manufacturing, 
distribution and high-street selling of records, books, videos 
апа the rest, should, therefore, become expensive history. 
From the Internet companies’ point of view, there was 
uch to: be said for cashing in their chips. Indeed, the an- 
-mouncement of the AoL/Time Warner merger marked the 
high-water mark of America’s Internet obsession: two months 
later, the Nasdaq stockmarket crashed. The media companies, 
however, preferred to think that the Internet desperately 
needed them. As Edgar Bronfman, head of Seagram, another 
big media group, put it at a recent conference: "Where would 
-the Internet be without content? It would be a valueless col- 
lection of silent machines with grey screens. It would be the 
electronic equivalent of a marine desert--lovely elements, 
nice colours, no life. It would be nothing.” 
< This idea has driven not just the AoL/Time Warner deal, 
; but also several other mergers of content and distribution— 
‘the purchase of Mr Bronfman's entertainment assets by Vi- 
vendi, a French telecoms-and-water company, for instance, 
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and the sale of Endemol, a Dutch rv company, to Spain's Te- 
lefonica. But, aside from the inevitable nightmare of trying to 
blend two wholly different cultures, there are good reasons to 
doubt whether these unions really were made in heaven. 
So far, in fact, the Internet has not been about distributing 
entertainment products. Content, on the Internet, is really 
about other people. E-mail and instant messaging are way 
out in front in surveys of how people use the web. People 
spend far more time searching for health, consumer or local 
information than on traditional media-industry products. 


Love and marriage 


Thanks to this, media companies are struggling to make any 
money on the Internet. As Jupiter, a consultancy, put it re- 
cently, "The Internet is a zero-revenue business for traditional 
media companies." Many have tried.and abandoned the sub- 
scription model. Most now hope to make money through ad- 
vertising. But advertising on the web is not, by and large, going 
to entertainment sites. It goes to the dull, useful places where 
people go to look up information. The entertainment business 
is picking up only the scraps. 

Why? Mostly for boring practical reasons. Video does not 
work well over the Internet without a broadband connection, 
but most people's connections to the Intemet will be nar- 
rowband for many years. Music can be delivered across the 
Internet, but most people are stealing it; through file-sharing 
applications such as Napster. Record companies have not yet 
worked out a secure way to distribute music over the web. 

Will these problems be sorted out? Maybe. And maybe, by 
the time they are, some other way of distributing entertain- 
ment—digital television, for instance—will have sidelined 
both the Internet and the companies that emerged from it. In 
the meantime, Time Warner shareholders, watching the prices 
of Internet companies languishing at a fraction of their pre- 
crash value, should not wait for the regulators: they should 
themselves block the sale of their company at what now 
looks an absurdly low price. 
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For executive education, EMC chooses a winner: IMD. Why IMD? 
IMD bolsters our strengths and helps us tap opportunities. No one 
develops international managers better. IMD will help make you 

a winner at: 


* fast innovation 


* rapid profitable growth EMC 


. flai l Ле $$ execution where information lives 


IMD knows that e-business is rea/ business. IMD is proud to work 
with a real e-business winner. EMC is the world leader in information 
storage systems, software and services, and one of the most admired 
and fastest growing companies in the world. 


IMD can help you and your organization meet the real business 
challenges through a broad range of Executive Development Programs 
and company specific solutions. 


Soin the winners! 


Real World. Real Learning’ 


Please contact Ms. E.M. Pebody at the 

International Institute for Management Development 

Lausanne, Switzerland. 

Tel: +41 21/618 03 42 Fax: +41 21/618 07 15 E-mail: emc.economist.info@imd.ch 
www.imd.ch 

Ms. Pebody would also be pleased to inform you about IMD's Executive MBA 
program. For information about our full-time MBA program, contact 

Tel: +41 21/618 02 98 Fax: +41 21/618 06 15 E-mail: mbainfo@imd.ch 
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The war the world is missing 


COLOMBO AND TRINCOMALEE 


The Tamil Tigers' struggle in Sri Lanka is one of the longest-running wars. But 
as the island prepares to go to the polls, both sides are losing interest in suing 


for peace 


VEN by the standards of divided coun- 

tries, Sri Lanka seems to be two different 
places. Most of the island is a lush land of 
palm-fringed beaches, tea gardens and pop- 
music radio stations that sound as if they are 
being beamed from New Jersey. The insur- 
rection by theisland's Tamil minority, which 
has claimed 60,000 lives and is dragging on 
into its 18th year, seems relevant only from 
time to time. Even bombs in the capital, Co- 
lombo, have the far-away quality of motor- 
way accidents. 

Not so in Trincomalee on the east coast. 
There, checkpoints are thicker on the ground 
than traffic lights. Although the army con- 
trols the town, there are “uncleared” areas 
barely 32km (20 miles) away in the hands of 
the dreaded separatist army, the Liberation 
Tigers of Tamil Eelam. From these areas the 
Tigers can strike inside "cleared" Trincoma- 
lee. On October 2nd a suicide bomber, pre- 
sumably one of theirs, killed 21 people, in- 
cluding a candidate aligned to the ruling 
party, ata rally near the town for next week's 
election. Such operations have the virtue, 
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from the Tigers' point of view, of stirring a 
cocktail of overreaction and discrimination 
by the authorities that, in turn, feeds sepa- 
ratism among the local Tamils. 

A visiting journalist hears a torrent of 
grievance. There are complaints about cor- 
don-and-search opera- 
tions by the security forces; 
there are tales of beatings, 
murder and reprisal А 
woman says that the secu- 
rity forces murdered her 
brother, then refused to re- 
lease his body unless she 
signed a statement saying 
he had belonged to the Ti- 
gers. She refused. The fish- 
ermen of Pattanatheru, a | (и 
village nearby, lament se- | 


curity restrictions on where | 
they can fish and their 
debts to Sinhalese mudala- 
lis (proprietors), whom | (NOUN 


they repay by turning over | 
their catch at cut-rate 1—8" 
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prices. Banks will lend money to fishermen 
from the Sinhalese majority, but not to them, 
they say. 

Sri Lanka's government claims that there 
is scant support among ordinary Tamils for 
the Tigers, who are a vicious terrorist group 
as well as an astoundingly successful army. 
But although the Sri Lankan army has be- 
come somewhat less brutal, it has not im- 
proved enough and the police are less re- 
formed. For that reason, the Tamils of | 
Trincomalee seem to regard the Tigers as — 
their defenders. “It is because of them that 
we are surviving,” says спе young Tamil. 

The prospects for narrowing the divide 
look dim. Sri Lanka is scheduled to hold a 
parliamentary election on October 10th. It is 
likely either to prolong the current set-up, a 
government obedient to the president, 
Chandrika Bandaranaike Kumaratunga, 
who was re-elected to a six-year term in De- 
cember 1999, or to produce gridlock:a parlia- 
ment without an overall majority or one 
dominated by the opposition United Na- 
tional Party (имр). Although the two main 
parties offer contrasting proposals for set- 
tling the conflict, there is little expectation 
thateither will bring peace. 

Why peace eludes Sri Lanka is something 
of a puzzle. Compared with the Arab-Israeli 
dispute or the struggle over Kashmir be- 
tween India and Pakistan, the obstacles 
seem small. Hardliners do not have much 
parliamentary clout in Sri Lanka. The two 
biggest political parties, though they dis- 
agree over detail, both say they will talk 
about any compromise, short of granting the 
Tamils an independent state. In contrast 
with the insurgents in Kashmir, who are 
backed by Pakistan, the Tigers have no out- 
side state behind them. Unlike India, Sri 
Lanka has accepted international involve- 
ment in its dispute: a Norwegian envoy is 
conveying messages bet- 
ween the antagonists. Nor 
is there ethnic rancour of 
the sort that has frustrated 
peace in the Balkans. Sinha- 
lese and Tamils seem able, 
by and large, to forgive each 
other for the excesses of 
their leaders. 

So why is nobody dust- 
ing off the Nobel peace 
prize? The answer lies in 
two finely-poised struggles: 
for political mastery in Co- 
lombe and, more impor- 
tant, for military mastery in 
the north-east, the Tamils’ 
prospective homeland. The 
first has frustrated a con- 
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sensus between the unr and the ruling Peo- 
ple's Alliance on what sort of offer the gov- 
ernment should make to the Tamils, who are 
about 13% of the population. Mrs Kumara- 
tunga presented her ideas to parliament as a 
draft constitution that would have devolved 
some powers of the highly centralised state 
to the regions, including the north-east. She 
withdrew it in August, when it emerged that 
Ranil Wickremesinghe, the uNp’s leader, 
would not support it. The mutual loathing 
between president and opposition leader 
has little to do with principle. 

Whether the flailing about in Colombo 
will achieve anything depends on another 
protagonist, Velupillai Prabhakaran, the Ti- 
gers’ leader. Mr Prabhakaran's ambition is to 
set up Eelam, a sovereign Tamil 
homeland. With an armed force of 
7,000-8,000 he has captured, the Ti- 
gers claim, 7096 of Eelam (though a far 
smaller share of its population), from 
anarmy ten times the size. 

In Colombo it is said that he tells 
new recruits that they have the right 
to kill him if he settles for anything 
short of Eelam. His followers are 
thought to have murdered many 
Tamils less fanatical than he is, along 
with leaders who have dared to nego- 
tiate with him, including an Indian 
prime minister and a Sri Lankan pres- 
ident. Mrs Kumaratunga has little rea- 
son to love a man who was presum- 
ably behind a bomb that nearly killed 
her during the last presidential cam- 
paign. They and the opposition 
leader form a Bermuda Triangle of 
hatred and suspicion in which peace 
efforts have so far disappeared. 





Theeconomic damage 


ItisaSri Lankan cliché to observe that 
the Sinhalese majority has many of 
thecomplexes of a minority. One rea- 
son is that, although they outnumber 
Tamils in Sri Lanka, they are outnum- 
bered by Tamils just across the Palk 
Strait in the Indian state of Tamil Nadu. There 
is thus a sense that the Sinhalese language 
and Buddhism, the religion of most people 
who speak it, is under threat from a Tamil 
juggernaut with a beachhead in Sri Lanka. A 
second reason is that the British, who ruled 
Sri Lanka until 1948, treated Tamils, espe- 
cially those of the Jaffna peninsula, as an 
elite. They were Sri Lanka’s best-educated 
people and got more than their fair share of 
plum government jobs. 

Soon after independence, the Sinhalese 
began to claim what they regarded as the 
majority's rightful place in Ceylon, as it then 
was. The then prime minister, S. W.R.D. Ban- 
daranaike, Mrs Kumaratunga’s father, 
championed a policy of making Sinhalese 
the country's sole official language and Bud- 
dhism the state religion. Tamils found them- 
selves on the wrong end of racial-preference 
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policies in favour of Sinhalese and Muslim 
applicants to universities. These disabilities, 
coupled with unemployment among the 
young, provoked violence in the Tamil-ma- 
jority Jaffna peninsula, and horrific counter- 
violencein the Sinhalese south in 1983. Sepa- 
ratism and war have raged since. 

This has cost Sri Lanka dear. It was, and 
in many ways remains, a model developing 
economy, with rates of literacy, fertility and 
life-expectancy closer to those of Europe 
than to those of other South Asian countries. 
It was the first economy in the region to lib- 
eralise, in 1977. Despite the shocks of war, the 
economy grew at a respectable average rate 
of 4.7% between 1980 and 1999. This year GDP 
is expected to grow by 5-5!2%. 





Yetitcould have been so much better. Sa- 
man Kelegama, head of the Institute of Pol- 
icy Studies in Colombo, guesses that forgone 
investment, lost tourism, military spending, 
the loss of workers to death and emigration 
and other costs of the war amount to 200% of 
1999's GDP. In a Sri Lanka at peace, the econ- 
omy could grow at an average annual rate of 
8%, thus absorbing the 140,000 people who 
enter the workforce each year. Unemploy- 
ment—among both Sinhalese and Tamil 
young people—has been a primary cause of 
Sri Lanka’s bloodshed. Young men (апа 
women) from country villages join one army 
or the other for lack of anythingelse todo. An 
estimated 700,000 people have left for 
southern Sri Lanka or abroad, where they 
have become a mainstay of the Tigers’ fi- 
nances. A similar number are displaced 
from their homes in and near the north-east 


by shifting lines of battle. 

The ferocity of war masks progress both 
in policy and in Sinhalese thinking about the 
conflict. No longer does a crude majoritar- 
ianism prevail. Sinhalese has lost its privi- 
leged status in the constitution, if not always 
in day-to-day life. Sri Lanka recognises Tamil 
as an Official language. The Tamils’ handicap 
in getting university places is largely gone. 
What remains is their resentment and in- 
security, which can be mollified only by giv- 
ing them political autonomy. 


What price devolution? 


At the moment, there is no autonomy for the 
north-east except where the Tigers rule. But 
the main political parties now express few 
inhibitions about devolving powers 
to the regions. The foreign minister, 
Lakshman Kadirgamar, says the gov- 
ernment wants a solution “on federal 
lines”, using a word that was, and in 
Sinhalese nationalist circles still is, ta- 
boo. The government's strategy is to 
placate moderate Tamils and pum- 
mel the Tigers into accepting a deal. 

Unfortunately, Mrs Китага- 
tunga’s ideas for constitutional re- 
form meshed with no one else’s. They 
offered too little devolution to satisfy 
even non-Tiger Tamils, but enough to 
antagonise Sinhalese nationalists and 
many of the Buddhist clergy, who 
want no weakening of the unitary 
state.One function of the election will 
be to test how much support nation- 
alists can muster at the ballot box. 

Nor is devolution in itself a magic 
answer. A permanent merger of the 
Northern and Eastern Provinces, for 
example, is something most Tamils 
would insist on. The president's con- 
stitutional draft wriggles out of this by 
subjecting a merger of the provinces 
toareferendum in the eastern portion 
after ten years. This ridiculous- 
sounding fudge is a response to a seri- 
ous problem. Although the north is 
almost entirely Tamil, the east has big popu- 
lations of Sinhalese and Muslims, most of 
whom speak Tamil but see themselves as a 
separate ethnic group and have often allied 
with the Sinhalese. They might vote to se- 
cede from the northern province. Trincoma- 
lee is almost evenly divided among the three 
groups. Although professing love for their 
neighbours, the native Tamils point out that, 
in the 1881 census, the district’s population 
was just 4% Sinhalese. Colonisation by chau- 
vinist governments brought their share of 
the population to 34% a century later. Their 
fate would be uncertain in a Tamil-run, and 
especially a Tiger-run, north-east. 

Mrs Kumaratunga means to reintroduce 
her constitutional draft, or a modified ver- 
sion, to the new parliament. It will make little 
difference. The People’s Alliance is unlikely 
to win the two-thirds majority required to 
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Success demands more. 





SRI LANKA 


pass it. The president has threatened to turn 
parliament into a constituent assembly, 
which could pass the new constitution by 
majority vote. Sri Lanka's constitution au- 
thorises her todo no such thing. Mahinda Sa- 
marasinghe, an influential opposition mp, 
warns of “3.6m people taking to the roads” if 
she tries. Nor would it impress the Tigers, 
who say the devolution package “fails to ad- 
dress the key demands or the national as- 
pirations of the Tamil people.” 

Some people think the имр” more ac- 
commodating line—an offer of an "interim 
council" to run the north-east with a leading 
role for the Tigers while a final solution is 
worked out—has a better chance of ending 
hostilities. That presumes that the Tigers will 
be less bloody-minded, and simply less 
bloody, than they have ever been before. 
Even if he becomes prime minister after the 
election, Mr Wickremesinghe will have a 
hard time persuading the president of that. 


In the Tigers’ lair 
Would any solution acceptable to most Sin- 
halese and Muslims also satisfy Mr Prabhak- 
aran? In theory, possibly. The Tigers are 
committed to the "Thimpu principles", 
among them the Tamils' right to self-deter- 
mination and to a homeland with territorial 
sovereignty. Most Sri Lankans, the govern- 
ment included, regard these as tantamount 
to secession; but some, such as Rohan Ediri- 
sinha, a leading constitutional lawyer, think 
they may be compatible with belonging to a 
Sri Lankan federation. The Tigers have 
hinted that they think so, too. In rejecting 
Mrs Kumaratunga's proposals, Anton Bala- 
їп ат, the Tigers’ “theoretician”, seemed 
to back "radical structural reforms" to the Sri 
Lankan constitution, implying that there 
could be room for Eelam within it. 

What prevents compromise, apart from 
Mr Prabhakaran's fanaticism, is what might 
be called a dynamic stalemate between the 
twoarmies. That is the result of the Tigers' as- 
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tounding potency and the Sri Lankan army's 
refusal to lose decisively. 

Since 1987, when India unwisely inter- 
vened to keep a "peace", the Tigers have 
evolved from a band of 1,000-2,000 cadres 
into a force of 7,000 capable of operating “at 
all five spectra of conflict", according to a 
military analyst. They have a field army 
equivalent to three brigades, armed with ar- 
tillery, armour, radios with encryption de- 
vices and other paraphernalia, which now 
fights on the Jaffna peninsula. They have a 
1,000-cadre guerrilla force in the Eastern 
Province, which specialises in ambushes 
and mortar attacks. They have a terrorist 
outfit, which sends suicide bombers to Co- 
lombo and blows up electricity transform- 
ers. They have a global propaganda network 
of websites, broadcasters and newspapers, 
and a diplomatic wing. All this is paid for 
with contributions, mostly from expatriate 
Tamils, and profits from businesses, such as 
restaurants and shipping. The government 
guesses that the Tigers take in $80m a year. 

In 1995 the Tigers lost the city of Jaffna, 
the main town of the peninsula, to the Sri 
Lankan army after talks with Mrs Kumara- 
tunga broke down. Since then they have had 
astring of successes, gaining swathes of terri- 
tory in the north, in April overrunning Ele- 
phant Pass, the disused but heavily de- 
fended land link between the peninsula and 
the rest of the island, and then very nearly 
recapturing Jaffna, which might have 
prompted a declaration of independence. 

What the Tigers “liberate”, they rule. The 
apparatus of the Sri Lankan state remains, 
but it takes orders from and is supplemented 
by the Tigers. People familiar with the un- 
cleared areas (and well disposed to the Ti- 
gers) talk of them almost as Tamil havens. 
The Tigers, they say, make sure that teachers 
show up to teach at state schools, and pay 
them to give extra lessons. Mr Prabhakaran 
himself is said to set demanding standards 
for the number of students who must pass 





state exams. The government sends in food 
and supplies (too little, complain the Tamils); 
the Tigers supervise their distribution. Vil- 
lages have boxes into which Tamils can post 
petitions and suggestions, which they say go 
directly to Mr Prabhakaran. To them he is Ta- 
laivar, the leader. 

Yet there are credible reports that the Ti- 
gers can be as brutal to their own people as 
they are to their enemies. Amnesty Interna- 
tional, a human-rights group, said last year 
that the Tigers have “recruited children as 
combatants on a large scale”, sometimes 
forcibly. Neutral observers say the Tigers 
have also shelled Tamil civilians during their 
offensives, as has the Sri Lankan army. The 
lack of provisions in the uncleared areas is 
partly the Tigers’ fault, claims the govern- 
ment: they commandeer the lorries for 
weeks at a time, disrupting supplies. The Ti- 
gers know that grumbling about provisions 
is likely to be directed at Colombo. 


Thearmy fights back 


After nearly losing Jaffna, and with an elec- 
tion looming, Mrs Kumaratunga pulled the 
armed forces together. She spent about 
$350m on new weaponry, including devas- 
tating multi-barrel rocket launchers and 
MiG-27 fighter-bombers, and established a 
joint-operations headquarters, which brings 
all armed forces, including the police, under 
a single command. In September the army 
began to make some progress, notably with 
the recapture of the peninsula’s second-big- 
gest town, Chavakachcheri, a deserted pile 
of rubble by the time the soldiers moved in. 

Sri Lanka’s demoralised army (a fifth of 
its troops have deserted) is feeling stirrings of 
hope, and the government is optimistic that 
a series of reversals will squeeze the Tigers’ 
morale and money. Mr Kadirgamar, the for- 
eign minister, says that the flow of money to 
the Tigers ebbs when they suffer defeats. In 
April and May they “went around Europe 
saying Eelam is around the corner.” The 
army's recent victories have quietened that 
boast. Sri Lanka and India stepped up their 
co-operation, says Mr Kadirgamar, tighten- 
inga “naval cordon” that is reducing the flow 
of arms to the Tigers. 

The government thinks that only a series 
of defeats will persuade Mr Prabhakaran to 
negotiate for something less than full inde- 
pendence. It has yet to break his spirit. The 
Tigers this week launched the fourth phase 
of their "Unceasing Waves” offensive, which 
may be intended to fulfil their pledge to re- 
capture Jaffna this year. The battle for the 
peninsula may be coming toa head. 

Meanwhile, says Mr Kadirgamar, “not 
much is happening” with Norway’s efforts 
at mediation. The Tigers have made it clear 
that they have “no interest in talking about 
peace.” For the moment, that goes for both 
sides: both the government and the Tigers 
believe they have more to gain from war. 
و‎ 
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Palestinians erupt 






Palestinians rioted in the West 
Bank, Gaza and Israel after 
Ariel Sharon, Israel's opposi- 
tion leader, demonstratively 
confirmed Israel's sovereignty 
over Muslim holy places in 
Jerusalem. Israeli security 
forces used disproportionate 
force against the rioters, killing 
more than 60 people, nearly 
all of them Palestinian. 
Throughout the Arab world, 
youngsters burned Israeli flags. 
Meanwhile, diplomatic efforts 
to calm things down were 
floundering. 


Iraq asked Iran for permis- 
sion to use its air space for 
regular flights to and from 
Moscow amid continuing con- 
troversy over the uN’s ban on 
commercial flights to Iraq. 


Iran's reformist president, 
Muhammad Khatami, 
suffered a blow when parlia- 
ment rejected the nomination 
of a close supporter to a min- 
isterial post. 


President Bill Clinton an- 
nounced that goods from 34 
African countries would enjoy 
increased duty-free access 
to America. Fourteen African 
countries, including Angola, 
Congo, Cóte d'Ivoire and Zim- 
babwe, were deemed too un- 
stable politically, or too slow 
in carrying out economic re- 
forms, to qualify for the new 
trade privileges. 


Cóte d'Ivoire was put under 
a state of emergency in prepa- 
ration for the announcement 
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of the candidates who had 
been approved to run in the 
presidential election. Four 
people were killed in the capi- 
tal when a bomb they were 
planning to plant exploded. 


Poll cancelled 


Serbia's Constitutional Court 
annulled the election whose 
first round last month was 
stolen by President Slobodan 
Milosevic, and ruled that he 
should serve out his mandate, 
presumably till 2001. The op- 
position continued its cam- 
paign of strikes and demon- 
strations, and protesting 
coalminers reduced electricity 
output by half. Russia's gov- 
ernment offered to mediate. 


After the Danes voted by 53% 
to 47% against joining Europe's 
single currency in a referen- 
dum on September 28th, lead- 
ers of countries already in the 
euro-zone said the project 
would be unaffected. Presi- 
dent Jacques Chirac of France 
repeated his call for an inner 
group, led by France and Ger- 
many, to press on with inte- 
gration. Sweden's government, 
which has yet to adopt the 
euro, said a referendum would 
probably be delayed. 


Germany celebrated ten 
years as a unified country on 
October 3rd. But Helmut Kohl, 
the chancellor who oversaw 
unification, was not invited to 
speak at the main ceremony, 
in Dresden, because of a 
party-finance scandal that has 
disgraced him. 


With no more than six 
months before a general elec- 
tion, Italy's centre-left gov- 
ernment, headed by Giuliano 
Amato, proposed a tax-cutting 
budget. 


Dame Helena Shovelton re- 
signed as chairman of Brit- 
ain’s Lottery Comission 
after a court ruled that it had 
been “conspicuously unfair” 
to enter sole negotiations with 
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Sir Richard Branson to take 
over the running of Britain’s 
lottery. The court decision al- 
lowed Camelot, the incum- 
bent, back into the race. 


Drawn debate 





The first debate between 
America’s presidential con- 
tenders in Boston was judged 
a draw. Al Gore, the Demo- 
cratic nominee, commanded 
throughout, but George W. 
Bush of Texas, the Republican, 
was not thrashed as some ex- 
pected. Mr Gore drew blood 
with charges that Mr Bush fa- 
voured the rich; Mr Bush, by 
drawing attention to Mr Gore's 
fund-raising improprieties. 


The Supreme Court, at the 
opening of its term, rejected 
an appeal by Exxon Mobil 
against the damages it is ob- 
liged to pay for the Exxon 
Valdez oil spill, the worst- 
ever in America, in 1989. 


The left-wing Workers' Party 
did well in Brazil's munici- 
pal elections. It added to its 
tally of mayors, and will con- 
test run-offs in 16 large cities, 
including Sao Paulo, where it 
topped the poll. But the par- 
ties of President Fernando 
Henrique Cardoso's centre- 
right coalition maintained 
their control over most of the 
5,600 municipalities. 


Striking truck drivers blocked 
roads in Argentina. and won 
a cut in fuel prices. Their ac- 
tion came amid widespread 
public discontent over a lin- 
gering economic recession. 
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Wahid the firm 


President Abdurrahman Wa- 
hid of Indonesia, who had 
previously been accused of in- 
decision, gave a firm “no, no, 
no” when asked if he would 
pardon Tommy Suharto, 
son of the former president, 
who had been sentenced to 18 
months in jail for corruption. 


Eurico Guterres, said to be a 
leader of the militiamen who 
terrorised East Timor at the 
time of its vote for indepen- 
dence, was arrested in Jakarta. 


Hundreds of members of the 
Falun Gong, a semi-religious 
group, were beaten and ar- 
rested when they demon- 
strated in central Beijing on 
the anniversary of China’s 
Communist revolution. 





Taiwan's government looked 
wobbly after the prime minis- 
ter, Tang Fei, resigned. In a 
conciliatory gesture to China, 
the pro-independence Presi- 
dent Chen Shui-bian had ap- 
pointed Mr Teng, who favours 
eventual reunification with the 
mainland. 


Eleven Christian workers were 
rescued as the Philippine 
army continued to attack 
hostage-takers in the south 
of the country. Three Malay- 
sians, an American and a Fili- 
pino were still missing. 


A former prime minister of 
India, Narasimha Rao, and 
his home minister, Buta 
Singha, were convicted of 
bribing MPs to swing a vote 
the government's way. 
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Apple Computer issued a 
warning that its sales in the 
three months to September 
would fall far below forecast. 
The news sent the company’s 
shares tumbling by over 50%, 
knocking $9 billion off its 
market value. Demand for rcs 
has been sluggish, but inves- 
tors fear that Apple's problems 
run deeper than that. 


Confirming the slowdown in 
rc sales, Dell Computer 
also issued a warning that its 
third-quarter revenues would 
be lower than expected. Dell's 
share price fell sharply on the 
news. 


Britain's EMI withdrew its 
proposed merger with Time 
Warner in the face of regula- 
tory objections by the Euro- 
pean Commission. But the 
commission is expected to ap- 
prove the separate AoL/Time 
Warner merger. 


Vivendi, a French media 
conglomerate, said that its 
merger with Canada's Sea- 
gram was likely to gain the 
approval of Europe's regula- 
tors. It announced first-half 
profits up by 67% to Є1.4 bil- 
lion ($1.3 billion). After pres- 
sure from American share- 
holders, it also promised to 
reform some corporate-gov- 
ernance rules to the benefit of 
smaller investors. 


Vodafone, a British mobile- 
phone giant, revealed plans to 
invest $2.5 billion in China 
Mobile (Hong Kong), which, 
after a deal to buy seven mo- 








bile networks from its main- 
land parent, will become the 
world's second-largest oper- 
ator (after Vodafone itself) in 
subscribers and coverage. 


Car men 


Hyundai, South Korea's big- 
gest car maker, announced 
plans to build a $1 billion 
manufacturing plant in Amer- 
ica capable of producing 
300,000 cars a year. The first 
vehicles are expected to roll 
out in 2003. It also said that 
approval had been given for a 
plant of similar size in China. 


Roger Enrico, chairman and 
chief executive of PepsiCo, 
announced that he would step 
down from his job before the 
end of 2002. The company 
also announced that profits 
for the third quarter had ex- 
ceeded expectations, up by 
16% to $587m. 


Problems for Xerox, the best- 
known name in copiers and 
office equipment, continue to 
mount. The American com- 
pany admitted that its busi- 
ness model was unsustainable 
and said that it would sell as- 
sets to raise cash. Further job 
losses seem likely. 





Beer drinkers may have cause 
to raise a glass to the Euro- 
pean Commission's antitrust 
authorities. The competition 
watchdogs accused Bel- 
gium's largest brewers of 
fixing both prices and market 
share. Interbrew, Belgium's 
largest beer maker, admitted 
that it had done so in the past 
but said it was blameless now. 
The move comes amid a 
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wide-ranging commission 
probe into similar practices by 
brewers across Europe. 


The European Court of Justice 
annulled a European Com- 
mission directive banning 
tobacco advertising in 
sport. But national govern- 
ments in Europe are still ex- 
pected to legislate their own 
bans. 


Go with the flow 
FDI inflows 
C eiae 


(Developed countries 
E Developing countries 


Foreign direct investment 
outflows hit a new high of 
$800 billion in 1999, 16% up on 
the previous year, according to 
an UNCTAD report. FDI flows 
to developing countries in- 
creased by 16% to $208 billion, 
also a record, but fell slightly 
as a share of the total, down 
tO 25%. 


The European Central 
Bank surprised markets by 
raising its key interest rate by 
a quarter point to 4.75%. The 
ECB is worried about rising in- 
flation. America’s Federal 
Reserve left interest rates un- 
changed but again signalled 
that the next move was more 
likely to be up than down. 


The ev averted a trans- 
atlantic trade war by post- 
poning trade sanctions against 
America worth over $4 billion 
in a row over tax breaks for 
American exporters. America 
proposed a remedy that the 
уто has yet to rule on; the EU 
does not think it goes far 
enough. The eu also proposed 
a more promising solution to 
an old dispute about banana 
imports. 
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Japan's quarterly Tankan 
survey of business confidence 
showed that the country's 
largest companies are a lot 
more optimistic about busi- 
ness conditions. Japan's small 
companies were in a far 
gloomier state of mind, 
suggesting that economic re- 
covery is still fragile. 


Corp, blimey 


One American bank, Firstar 
Corp, said that it would buy 
another, U.S. Bancorp. in an 
all-share deal worth more 
than $18 billion, to create 
America's eighth-largest bank. 
FleetBoston is also planning 
to buy Summit Bancorp for 
$7 billion. The two deals may 
usher in yet another round of 
consolidation among Amer- 
ica’s regional banks. 


Bank consolidation within 
Scandinavian countries has 
reached its end-game, with the 
takeover of Denmark’s Real- 
Danmark by Danske 
Bank for DKr26 billion ($3 
billion). Cross-border consoli- 
dation in the region is now 


likely to intensify. 


The London Stock Ex- 
change said it was against 
sharing a trading platform 
with London's Liffe deriva- 
tives market, insisting that its 
own system was up to scratch. 
It had earlier agreed to ditch 
the system in favour of Deut- 
sche Borse’s as a condition of 
its merger, now abandoned, 
with the German exchange. 
Portugal's bourse plans to join 
Euronext, a pan-European 
stock exchange that may yet 
bid for the tse. 


Josef Nagel, the head of 
Neuer Markt, Deutsche 
Borse’s small-cap market, re- 
signed. The departure comes at 
a bad time for Deutsche Borse, 
which must rethink its own 
pan-European strategy follow- 
ing the collapse of the 15е 
merger and its alliance with 
America’s Nasdaq. 
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Wahid battles on 
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Indonesia's supporters of reform have been running out of things to cheer 
about. But their cause may not yet be altogether lost 


Te first easy choice of his presidency was 
handed to Abdurrahman Wahid. this 
week. Tommy Suharto—tycoon, racing-car 
driver, youngest son of the former president, 
and proud owner of the smuggest grin in In- 
donesia—was found guilty of corruption by 
the Supreme Court, and sentenced to 18 
months in prison. On October 3rd, he asked 
Mr Wahid for clemency. It was a golden 
chance for Mr Wahid to uphold justice, pun- 
‘ish-a rival and please the public—three 
things that his frustrated, year-old adminis- 
tration has been consistently unable to do. 
And, confounding many doubters, а day 
later he did so with a blunt “No”. The formal 
-clemency process will be lengthy and uncer- 
(stain but, after the demoralising collapse last 
«week of a separate corruption case against 
{һе elder Mr Suharto, the timing could not 
have been better. 
“ And there was more. On the same day, 
police in Jakarta announced the arrest of 
"EuticoGuterres, the leader of one of the most 
‘powerful of the militias blamed for the 
bloody carnage surrounding East Timor's 
vote for independence last year. A crack- 
down on the militias has been one of the 
Wests main demands, especially since the 
murder of three United Nations officials in 
West Timor last month. By failing to deliver, 
Mr Wahid had advertised his weakness in 
the face of his own armed forces, which have 
close ties to the militias. 
Mr Wahid's stock badly needed a boost. 
Over the past year, misgivings about his 
increasingly capricious ways and limited 
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ability to grapple with Indonesia's formida- ` 


ble problems have steadily sapped the will 


of the reformasi movement—the collection . . 
foreign governments should be tryin 
- pand Mr Wahid's range of option: 


of students, pressure-groups and disgusted 
middle-class people who helped to bring 


down Suharto in 1998 and to install the first 
democratic government in four decades last- 


October. Many Indonesians had hoped 
things would improve after the annual ses- 
sion of the country’s highest assembly in Au- 
gust, when Mr Wahid won approval to in- 
stall a less fractious cabinet, and offered to 
turn over some duties to his vice-president, 
Megawati Sukarnoputri. 

Some good has indeed come from this. 
But the change in behaviour that many had 


hoped for did not occur. In putting together - 


his new cabinet in late August, Mr Wahid 
quickly reverted to form, installing a couple 
of dubious ministers, then testily and irratio- 
nally defending them to his coalition part- 
ners. Since then, he has appeared to play fast 
and loose with legalities. When a bomb ex- 
ploded in the Jakarta Stock Exchange last 
month, he ordered Tommy Suharto and an- 
other man arrested, despite the absence of 
any evidence against them. When the police 
refused, he sacked the national police chief. 
The generals, too, have retaken some of 
their lost ground in recent months. In July, a 
prominent reformist general was replaced 
after exposing a case of corruption. In Au- 
gust, the National Assembly preserved the 
armed forces’ seats in parliament, and made 
it harder to bring retroactive charges against 
top commanders for atrocities. And al- 


р 
© continue to stress the hopeful. Alt 
"theyadmithehas made mistakes, they a 
"that the problems Mr Wahid inherited were 
о huge, and the forces arrayed again 
60 powerful, that no reformist cov 
` been expected todo better. This is not exac 


2 does suggest.a different way foi 
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whether it will make any d 


_ Yet Indonesia's lonely ban 





music to the ears of investors, who ha 
shortage of reasons to avoid the plac 


stead of delivering ultimatums,: 


weakening him with protests and thre 


“impeachment, reformers should 


behind him. 5 

At the heart of this debate is the 
of how much longer Indonesians sho 
main patient. Mr Wahid's detract 
that the longer he stays in power, 
egotistical, wilful and enfeebled h 
come. His supporters argue the opposite 
They say that as time passes, Indonesi 
scent economic recovery will take root: 
Mr Wahid's changes to the justice syster 
cluding new judges, changesin comme 
court procedures and an ombudsman 
vestigate the judiciary, will start to sho 
sults;that hisnew cabinet; now run by 
of able co-ordinating ministers, will be 
inspire confidence; and that progress 
these fronts will alleviate the siege mentalit 
allowing Mr Wahid to pursue his oth 
forms and improve his self-control. 

To these hopeful pleadings, Mr W: 
supporters can legitimately add the | 
that he is the standard-bearer for two 
crucial causes: devolving power to the r 
gions, and keeping a lid on religious intoler 
ance. Both of these tasks present immer 
difficulties, with no likely respite in the short 
term—but, in the longer run, with Mr Wahid 
himself as the best reason tobe hopeful. 
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China 


A day of saints 
and sinners 


BEIJING 


HE old men who run China had been 

hoping for an orderly National Day on 
October ist to celebrate the sist anniversary 
of Communist rule. The practitioners of Fa- 
lun Gong had other ideas. This is the cult 
group, practising a quasi-Buddhist mixture 
of meditation and exercise, that for the past 
14 months has been troubling the regime. Its 
followers regularly tum up, sometimes in 
large numbers, in central Beijing to demon- 
strate peacefully against their persecution 
by the regime. 

For several days before the holiday, 
scores of police had toured Beijing's streets, 
railway stations and bus depots, presum- 
ably to warn off any potential troublemak- 
ers. They need not have bothered. On Sun- 
day the Falun Gong managed a large, and 
apparently well co-ordinated, series of de- 


monstrations in Tianan- 
men Square. They unfurled 
banners, sat down to medi- 
tate, or simply shouted “Еа- 
lun Gongis good." 

In response, the police 
punched and kicked the de- 
monstrators and herded 
hundreds of them into 
waiting vans and buses. If 
past practice is a guide, out- 
of-town offenders will al- 
ready have been sent home, 
where the local authorities 
enjoy far-reaching powers 
to "persuade" them to re- 
nounce the Falun Gong. 

But many, clearly, are 
notready todoso, no matter 
what the consequences. Their defiance must 
be infuriating for a regime that is used to be- 
ing heeded; more alarming still is the knowl- 
edge that many Chinese are committed to an 
alternative belief system. Devotees claim 
they are merely promoting health and spiri- 
tual well-being. Truth, forbearance and 
benevolence are their aims, they say, and 








Votes for foreigners 


TOKYO 


HOULD Japan give permanent foreign 

residents the right to vote in elections 
to local councils? The proposal seems a 
reasonable one. It is not suggested that any 
foreigner should vote in national contests: 
that would involve a change in the con- 
stitution. Yet the question has deeply di- 
vided the Liberal Democratic Party (LDP), 
the biggest in Japan’s ruling coalition. The 
rift was highlighted last week when many 
heavyweights came out against the pro- 
posal in an internal debate, disappointing 
the party's secretary-general, Hiromu 
Nonaka, who wants a voting-rights bill 
passed by the end of the year. 

Outside the Lor, the bill has wide sup- 
port: from the New Komeito,a member of 
the ruling coalition, and from the Demo- 
crats and the Communists, both of them 
opposition parties. They point out that 
most of the country's 630,000 permanent 
foreign residents are Koreans. They or 
their forebears were forced to come to Ja- 
pan before the end of the second world 
war. Having put down roots in the coun- 
try, they are entitled to have a small say in 
how it is run. Yes, say critics of the bill, but 
many other countries, among them South 
Korea, do not give permanent foreign resi- 
dents voting rights. 

Others advance the rather improb- 
able argument that the bill could jeopar- 
dise Japan's national security. More con- 
vincingly, LDP politicians such as Taku 





in Japan? 


Yamasaki, a former policy boss, say the 
bill misses the point: Japan should make it 
easier for foreigners to obtain citizenship 
and the voting rights that go with it. But 
that idea is unpopular among some per- 
manent foreign residents, who do not 
want to become Japanese citizens, al- 
though they do want to be able to vote. 
The issue is bound up with coalition 
politics. One reason Mr Nonaka wants the 
bill passed is to appease the New Komeito, 
which is becoming increasingly frustrated 
with the грр. Relations between the two 
parties cooled considerably after the gen- 
eral election in June, with the New Ko- 
meito suffering big losses because of its al- 
liance with the cpp. The issue of foreigners’ 
voting rights is the New Komeito's pet pro- 
ject. It is widely believed that the Soka 
Gakkai, the religious organisation that un- 
officially backs the party, has many for- 
eign permanent residents among its 
members. Тһе 0р5 support for the bill 
would thus be a peace offering. 
Politicians arecoming up with all sorts 
of new proposals to make the bill more 
palatable to its critics. One suggestion is to 
limit its scope to foreign residents (and 
their families) who were forced to come 
from Japanese colonies. Another would 
allow local authorities to decide who 
should have the vote. There could soon be 
more proposals than foreigners likely to 





benefit from them. 








they deny any political motive. The govern- 
ment, by contrast, says the Falun Gong is an 
evil cult that dupes its followers, thousands 
of whom have died asa resultorgone mad. 

The official Chinese media carried a rare, 
but understated, report of the demonstra- 
tions, describing a futile attempt by a “small 
number” of people to disrupt the holiday. 
Most ordinary people know enough practi- 
tioners, and have heard enough about previ- 
ous protests, to realise that the Falun Gong is 
bigger than the government says. They also 
know, of course, that its demonstrations dis- 
prove the Falun Gong’s own claim to have no 
formal organisational structure. The exis- 
tence of a well-organised rival is what most 
worries the Communist government. 

Another well-organised body, the Rom- 
an Catholic church, added to the govern- 
ment's woes this week by choosing October 
ist to make saints of 120 Catholics who are 
said to have been martyred in China during 
the past 400 years. The Chinese government 
runs its own Catholic church and forbids its 
members to follow the pope. It also refuses to 
recognise the Vatican, which has diplomatic 
ties with Taiwan. 

China says the European missionaries 
and their converts were not saints who had 
done God's work, but were “evil-doing sin- 
ners" who raped and plundered China on 
behalf of western imperialists. The Catholics 
were opening old wounds and seeking yet 
again to humiliate China. At least the Falun 
Gong is not considered guilty of that. 
= 





India 


Rotten Rao 


ORRUPTION in high places surprises 

no one in India, but it astounds every- 
one when a high-ranking culprit is caught 
and punished. On September 29th, a former 
prime minister, P. V. Narasimha Rao, and his 
home minister, Buta Singh, were convicted 
of bribing four mrs in 1993 to swing a no- 
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confidence vote the government's way. This 
is the first time in modern India that some- 
one so exalted has been convicted of any 
wrongdoing. 

There was rejoicing, not because Mr Rao, 
a79-year-old whose minority Congress gov- 
emment ushered in economic liberalisation, 
is hated, but because Indians had come to 
despair of seeing the law take its course in 
casesinvolvinggovernmentcorruption. Two 
months ago, a brigand called Veerappan, 
who should have been caught long ago, kid- 
napped a much-loved film star; the govern- 
ments of two states are negotiating with the 
kidnapper because they are terrified of pro- 
voking him. No prominent heads have 
rolled in India’s biggest scandal, involving 
allegations that a former prime minister, Ra- 
jiv Gandhi, and another top official took 
bribes to buy artillery pieces from Bofors, a 
Swedish armaments maker. And soon. 

So editorialists cheered Mr Rao’s convic- 
tion as a victory for the rule of law, even 
though nine co-defendants were acquitted 
for lack of evidence and the bribe-taking 
mes had earlier been let off because, said a 
court, they could not be punished for the 
way they had voted in Parliament. The no- 
tion that a little skulduggery was justified to 
keep a reforming government in office was 
this week distinctly a minority one. 

The verdict is probably not a turning- 
point, however. Corruption in India is “so 
vastly prevailing that the conviction of two 
people is not going to affect much,” says H. D. 
Shourie, head of Common Cause, a public- 
interest group. And indeed India ranks a 
poor 69th out of the 9o countries rated for 
corruption by Transparency International, a 
Berlin-based organisation. 

India’s corruption is engendered in part 
by no-holds-barred elections, which cost 
candidates and parties vast amounts of 
money that can most easily be raised 
through bribes demanded for favours. Re- 
formers want elections to be publicly fi- 
nanced. Mr Shourie proposes making politi- 
cal contributions tax-deductible, to 
encourage donors to disclose them. 

Public utilities and the bureaucracy are 
as riddled with graft as India’s legislatures. 
Bribes often mean the difference between 
working telephones and silence on the line. 
Putting an end to electricity workers’ conniv- 
ance in the theft of power is one of the big- 
gest tasks now facing India’s state govern- 
ments. A lawyer for the Municipal 
Corporation of Delhi recently admitted in 
court that “if we take action [in response to 
bribe-taking] against our junior engineers, 
there will be none left.” 

For this sort of chicanery there are reme- 
dies other than the courts. Ending bureau- 
crats’ near-guarantee of lifetime employ- 
ment is one. Privatising utilities and 
introducing competition is another. Luckily, 
that is also starting to happen. 

s 
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Cambodia 
Saving the 
children 


PHNOM PENH 


[К А country where family structures were 
largely destroyed by the genocidal 1975-79 
regime of the Khmers Rouges, children have 
fallen through society's cracks. Cambodia 
has one of the highest rates of child aban- 
donment in South-East Asia, its orphanages 
are overcrowded and homeless urchins 
roam the capital, Phnom Penh, sniffing glue 
and begging. Many sleep in the city's dump. 
Recently, however, the government, previ- 
ously not known for its social initiatives, has 
stepped upits efforts to protect the country's 
children. In early September, it announced 





Pioo { 
Not much to smile about 


that it would not give visas to suspected 
child-sex tourists, whether or not the for- 
eigners had been convicted of an offence 
against a minor. On September 26th, World 
Tourism Day, several Cambodian ministers 
vowed to fight on until paedophile tourists 
stopped coming to their country. 

It will be a tough battle. Cambodia has 
developed a reputation as a haven for pae- 
dophiles, who frequent the capital's guest- 
houses and take advantage of children for as 
little as $2 a night. In one prominent case not 
long ago, the director of an English-language 
school in Phnom Penh was charged with 
making pornographic videos of Cambodian 
girls as young as eight. A recent report says 
the country has about 50,000 prostitutes, 
half of whom are little more than slaves and 
many of whom are juveniles. 

The government is also attempting to re- 
organise the country’s flourishing, and 
poorly regulated, adoption industry. Cam- 
bodia’s government has halted most foreign 
adoptions while it changes its adoption pro- 
cedures. Thanks partly to Cambodia's lax— 
some would say non-existent—adoption 


ASIA 


laws, together with Vietnam’s suspension of 
foreign adoptions in April 1999, Cambodia 
has become one of the most popular places 
in South-East Asia for foreign couples hop- 
ing to adopt a child. Cambodia’s national 
children’s welfare office says the number of. 
foreign adoptions tripled in 1999, yet there is 
no shortage of destitute new-borns. Many 
babies put up for adoption have been aban- 
doned by mothers living in grinding rural 
poverty and facing domestic violence. 

The same lack of regulations that has 
drawn couples to Cambodia allows corrupt 
officials to demand bribes from prospective 
parents and encourages shady adoption 
brokers to pay Cambodian parents to aban- 
don their children. Foreigners coming to 
Cambodia to adopt often pay $5,000-15,000 
to government officials in order to “speed up 
paperwork", say parents who have been 
through the procedures. Most of this goes 
into bureaucrats' pockets, not to the govern- 
ment or to child-welfare organisations. One 
orphanage in Phnom Penh has reportedly 
been buying babies for $100 from poor vil- 
lagers, to put them up for foreign adoption. 

Some hopeful child-welfare workers be- 
lieve the Cambodian government really can 
help destitute children, and that the visa 
blacklist will scare some paedophiles away. 
While the moratorium on adoption remains 
in force, they believe, the government will be 
able to crack down on the graft that plagues 
thecountry's adoption procedures. 

Reformers say the government should 
centralise the business of approving adop- 
tions, cutting out greedy low-level bureau- 
crats. But this might just concentrate graft in 
the hands of senior members of a regime rid- 
dled with corruption—and previously unin- 
terested in children’s issues: the government 
still devotes 40% of its budget to the armed 
forces and less than 10% to welfare pro- 
grammes. Meanwhile, the fear is that, if visa 
officials can blacklist anyone suspected of 
planning tocommitsex crimes, they and im- 
migration officers will be able to extort huge 
bribes from any foreigner they consider to 
look like a paedophile. This will do nothing 
to protect Cambodia's children. 





Taiwan 


Out goes lang 


T SEEMED like an inspired move by Chen 
Shui-bian when, after he broke the half- 
century hold on power of the Kuomintangin | 
the presidential election last March, he asked 
one of its old stalwarts, Tang Fei, to be his 
prime minister. The Kuomintang, Taiwan's 
Nationalists and thusopponents of Mr Chen 
and his Democratic Progressive Party (DPP), 
still held a majority in parliament. The hope 
was that Mr Tang would be a voice for con- 
ciliation and stability. At least as important, 
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Tang, an air-force general born in mainland 
. China and a believer in eventual reunifica- 
г tion, would reassure the government in Beij- 
ing. as wellas Taiwans own armed forces 
_ that the island, under its new president, was 
notabout todeclare independence. 

Hopes crumbled this week, barely four 
. months into the new administration, as the 
president accepted Mr Tang's resignation. 
_ Mr Tang first publicly offered to resign in 
_ July, when the government had bungled at- 
_tempts to rescue а group of workers trapped 
Бу floods. Mr Chen refused his prime minis- 
ter's offer then, but it has been resubmitted 
several times since, 

One issue that has the strong backing of 
Mr Tang is Taiwan's fourth nuclear-power 
station. Approval for the $5.5 billion plant 
. had been rushed through by the previous 
Kuomintang government, and construction 
is under way. The Nationalists say the plant 
15 essential to meet Taiwan's future energy 
needs. Mr Chen's party wants it cancelled, 
arguing that the island has little space to dis- 
poseof nuclear waste, and that the project is 
just a boondoggle for Kuomintang and for- 
eign contractors. 

When Mr Chen’s minister for the econ- 
y came down in favour of scrapping the 
lant, Mr Tang’s position looked untenable. 
However, the outgoing prime. minister has 
blamed frail health, having recently under- 
one an operation for a tumour. Mr Chen 
as named as his replacement Chang Chun- 
iung,.a 62-year-old ppp war-horse who 
asterminded the president's electoral vic- 
ry and who has been serving as Mr Tang's 
eputy. To balance Mr Chang’s lack of finan- 
cial expertise, a seasoned Kuomintang dep- 
uty finance minister, Yen Ching-chang, has 
been promoted to the minister’s job. 
| Despite Mr. Yen's promotion, the pre- 
tence of cohabitation is over. Since the pow- 
_ ers of the president, the cabinet and parlia- 
ment are. poorly defined, a period of 
"uncertainty is guaranteed. In the hope of dis- 
: crediting Mr Chen, the Kuomintang will try 
to block the government's economic re- 
forms, and even its budget. 
( The impact of Мг Tang's resignation on 
“Chinese relations is less clear. Certainly, Mr 
Tang's absence will discomfit the Commu- 
nists in Beijing. Yet China's leaders seem at 
last to appreciate their impotence. It appears 
that at а Communist Party conclave in 
Beidaihe in. August, China's president and 
траку boss, Jiang Zemin, voiced frustration at 
леп. years of Chinese policy towards Tai- 
мапа mix of blandishments and threats— 
_ that have come to naught. The leaders ap- 
pear to accept that China will not be strong 
enough militarily to threaten Taiwan for sev- 
eral years to come. In the meantime, the best 
that China can hope for is that deepening 
economic ties will stop the island drifting 
further away. | 
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‘it was hoped that Mr Chen's choice of Mr. 











MERICA’S athletes may be jubilant 
about "winning" the Sydney Olym- 
pics, carrying off more gold medals, and 
indeed more medals in total, than any 
other nation. But it is only what you 
would expect from the richest country in 
the world, and one of the largest. Adjust 
the figures for population, or for GNP, and 
thestory is very different. Proportionately, 
the Bahamas, whose 295,000 citizens car- 
ried homeonegold medal (shared by their 


Sydney's secret winners - 





four female relay-runners), won 24 times 
as many golds as the Americans, who 
managed only one for every 7m of theirs. 
Slovenia and Cuba take the next slots in 
the medals-per-person table. And Cuba 
will further annoy itspowerful neighbour 
by having won far more golds, adjusted 
for GN», than anyone else. On that calcu- 
lus, America was nowhere. 

The results may irritate the Americans 
in another мау, too. Add up the golds for 
-theiscountriesthat makeup | 





|| the former Soviet Union, and 
their combined total com- 
fortably surpasses the Amer- 
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ican haul. But both America 
and a hypothetically re- | 
united. Soviet empire pale 
before the sporting achieve- 
ments of another multi-na- 
tional.grouping that is far 
from hypothetical. Were the 
European Union ever to be- 
come a true political union, 
as many in Brussels devoutly 
hope, it would carry all be- 
fore it. In Sydney, the 15 EU 
countries amassed 80 golds, 
double America’s. tally. At 
last, there's a good argument 
for federalism. 











Kazakhstan 
Soap over 


HERE is sadness among the television 

viewers of Kazakhstan. Their favourite 
soap, “Perekryostok” (“Crossroads”), has 
been taken off the air after a five-year run 
and 465.episodes. “All the story lines have 
been exhausted and things have come to a 
natural conclusion,” says Larisa Matskevich, 
programme director at the national televi- 
sion station Khabar. 

Asin the West, soaps are staple television 
fare in Kazakhstan, and have been since the 
country gained independence in 1991 after 
the break-up of the Soviet Union. But most 
are imports, mainly from Latin America. 
They are broadcast with the original sound 
turned down and Russian-speakers provid- 
ing an interpretation. "Perekryostok" was 
made in Kazakhstan. It sought to reflect the 
daily life of a multi-ethnic country of some 
130 nationalities by dwelling on a Kazakh 
and a Russian family, the Umarovs and the 
Platinovs. Viewers saw how they solved 
their everyday problems, how they fell in 
and out of love, and how they argued with 
eachother and then made up. 


Mixed in with the drama was stuff about 
economic reforms and the meaning of new 
laws. When a new pension reform was 
passed, the pros and cons were discussed by 
the television families. Nevertheless, says the 
show's. scriptwriter, Leila Akhynzhanova, 
thesoap mirrored the common belief of Ka- 
zakhs that just about everything is unstable 
and unpredictable. How then could it have 
run outofideas? Miss Akhynzhanovaclaims 
the real reason for the demise of “Perekryos- 
tok” was her falling out with the producer 
and subsequent departure from the show. 

- Whatever the cause, “Perekryostok” has 
left its mark on the development of Kazakh- 
stan’s television: industry. Тһе industry 
started out from scratch. A British team of 
soap experts, including scriptwriters, pro- 
ducers and technicians. flew out to explain 
to the local enthusiasts how to do it. The 
show gave work to about 100 people, made 
many actors household names, and gave 
themadecentincomeina country where an 
actor's life is otherwise grim. - 

The more cheerful news is that a new se- 
ries of dramas is in the pipeline, and dueto 
go out on Khabar starting in March, This one 
will havecrime asits theme. It will use many 
of the actors from the soap. For its expectant 
audience, ithad better be good. 
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‘UNITED STATES 


none of the 46m viewers wanted to make it 
For what they ате worth, polls taken im 


The battle of Boston 


BOSTON 


o the first presidential debate of the 2000 campaign | 


diately after the event suggested that thi 
b 


who supported Mr Gore before the 


thought he performed. better. Those - 


. anyway supported Mr Bush gave th pal 


.. him. And relatively few undecide 


lot but t changed little. That may not be quite right 


: < revealing 

momentin this week's 

presidential debate came 

not during the discussion 

of prescription. drugs: or 

Social Security—the -sta- 

ples of the campaign so far—but over that 
most intractable of subjects, abortion. Re- 
plying to a question about the Federal Drug 
Administrations recent approval of the 
“abortion pill", ко-486, Al Gore was clearer 
about his beliefs than George W. Bush (“I 
support a woman's right to choose, Му ор- 


ponent does not"). He was better informed 
about the details of the decision, and drama- 


tised the general issue to his advantage: “А 


lotof young women in this country take this 
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tight [abortion] for granted and it could be 


lost. It is on the ballot in this election, make 
“inexperienced in policy and too shallo 


no mistake about it." 

Yet Mr Bush's more muddled views—"I 
am pro-life, 1 have no litmus test on that is- 
sue. I don't believe in liberal activist judges. 
Surely this nation can come together to pro- 
mote the value of life"—may more accu- 
rately reflect Americans' own contradictory 


views about abortion: uncomfortable about. 


making them illegal, uncomfortable about 
the number performed. In that sense, the ex- 
change encapsulated the debate. Both men 

rallied their supporters without necessarily 
moving undecided voters much, and the de- 


bate laid the foundations for a new stage їп 
-the campaign where arguments that haveso pa 
` far played a secondary role are likely to take 
` centre stage. 
Before the debate, several things were. 
-:knownaboutit.First,itwasdeemed tobethe: 
| most important moment in the campaign, _ 


wl event. One of the m 
Bush campaign was the "s 


perception that the governor of Texasi 


understanding to become. presi 
standing up to Mr Gores bar age 


eral hands-off covering approach : 
in keeping with America’s pre 


narrowed this gap. | 
Ви һе gid пос) e it tOn rin 


d tulo Mr Cores persistent a | 
: sention that Mr Gore 


simply because it would be the first and pos- < 


sibly only time when millions of voters: 
would tune in to see the differences between = 


the candidates directly, without the filterof. 


advertising. Second, it was taking place ata ۰ 
vital moment. Polls taken just before the 
event suggested that Mr Gore had regained à. 


narrow lead over Mr Bush who had himself 


recovered from a larger disadvantage in _ 
early September. This was the first time for. 


decades in which the lead has changed 80 


_ frequently since Labour Day. Third, it was 
‘thought that Mr Bush might havea slight ad- 
` vantage. Expectations of his performance - 


were solow that, unless he committed one of 


his notorious malapropisms, he could win E 


merely by showing up. 

Yet nothing quite panned out as ex- 
pected. It is true that viewers should have got 
а much clearer idea of the choice they face 


© than. previously. Mr Bush used simpler, 
‘more emotional language, talking about 


weeping with the victims of Texas floods. He 
also sought to brand Mr Gore’s plans as a 
substantial expansion of the role of the gov- 


ernment. Mr Gore, with ten facts to support . 


every argument, hammered home his claim 
to have the more coherent policy platform. 
Yet if a clear choice was on display, virtually 
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Endorsement of the week 
“IfI had to pick, Га pick Bush, and not nec- 
essarily by default, I know I don't support 
what theother team is about." 
Marilyn Manson, rock singer and minis- 
ter of the Church of Satan, New York Post, 
October 2nd 

Kae 
Disappointment of the week 
"Idon'tssign skin.” 
AlGoretoa young fan, Washington Times, 
September 27th 

xe 
Beyond the grave 
“In lieu of flowers, vote Bush.” 
Obituary notice for James Fete in the Can- 
ton, Ohio, Repository, us News & World 
Report, October gth 

Kee 
Poll of the week 
According to Autotrader.com, 58% of 
Americans would buy a used car from AI 





tacked Mr Gore over the fundraising scan- 


- dals of 1996, a return to the sort of personal 


criticisms that have repeatedly failed to ben- 
efit Republicans in the past two elections. 

Still, debates are often said to be tests not 
of particular policiesoreven policy expertise 
in general but of the indefinable qualities of 
leadership and attractiveness. On this im- 
precise measure, the debate weighed heavily 
in Mr Bush's favour. The television fre- 
quently captured Mr Gore sighing, grimac- 
ing and looking generally ungentlemanly 
while Mr Bush spoke. And in failing the like- 
ability test, Mr Gore gave some credence to 
Mr Bush's claim that the difference between 
them is not one of intelligence but of back- 
ground. It is plain-speaking Texas versus 
self-satisfied Washington, pc; and only an 
outsider, like Mr Bush, can work with both 
parties to pass the sort of programmes that 
haveeluded the more partisan Clinton-Gore 
administration. 

Yet it is an open question whether 
greater likeability alone will be enough for 
Mr Bush to win theelection. At a time ofcon- 
tinuing prosperity, any challenger has to 
show not only expertise and personable- 
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Gore, compared with 41% who would buy 
one from George W. Bush. Voters think that 
Mr Gore would be a Volvo station wagon, 
while Mr Bush would be a Porsche 911. 

xe 
Website of the week 
SlapHillary.com, an interactive site where 
browsers may slap Hillary’s face as she 
drones on about right-wing conspiracies 
against her husband. Warning: it can get te- 
dious after you have tried it 100 times. 

Kee 
Democracy in practice 
“Nobody else did, I thought Га go for zero.” 
Richard DeMyer, town clerk in New Ash- 
ford, Massachusetts, which held its state 
primary on September 19th. No one 
voted—not even Mr DeMyer, Los Angeles 
Times, October ist 

eee 
Appeal of the week 
“Slackers can change this country. We're 
only asking for two hours a week, then you 
can go back to eating Doritos, watching rv 
and drinking beer.” 
Michael Moore, film maker and Ralph 
Nader supporter, Providence Journal-Bul- 
letin, October 2nd 

*** 
Simileofthe week 
“I feel like Slippery Rock State Teachers and 
we made the Final Four of the NcAAs and 
they won't even let us in the gymnasium, 


ness, but also a reason for voters to want to 
change parties. In the debate, Mr Bush failed 
to produce a clear reason. 

Most of the debate concerned the sort of 
policy details—on prescription drugs and 
the Social Security system—where Mr Gore 
is traditionally the stronger. And he duly dis- 
played his mastery of detail. He gave a clear 
exposition of the way in which the Social Se- 
curity system worked and in the significance 
of the financial flows within it. He raised 
hard questions for Mr Bush about how he 
would finance the transition costs of his pro- 
posal to privatise part of the Social Security 
system. At one point, Mr Gore even man- 
aged to suggest he knew more about Mr 
Bush’s plan than its author. 

Mr Gore’s wonkishness on policy detail 
is well known. The debate would change few 
people’s minds on that. Yet it was in the pol- 
icy area that the debate raised new questions 
which may come to influence the last stage 
of the campaign—at least if Mr Gore and his 
advisers get their way. 

So far, most Americans have experi- 
enced the election campaign through ad- 
vertising on television. In their ads, both par- 
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they won't even let us on the gym floor to 
show what we can do." 

Pat Buchanan, the Reform Party's presi- 
dential candidate, protesting at not being 
allowed to join the debate in Boston, Asso- 
ciated Press, October 3rd 
















ties have concentrated on concerns that 
most immediately affect voters—especially 
the cost of prescription drugs, or the condi- 
tion of local schools. Most advertisements 
are running in swing states, and are aimed at 
the relatively small number of voters there 
who have yet to make up their minds, such 
as women with children and low-paying 
jobs (“waitress moms”) for whom health 
care and education loom especially large. 

So far Mr Gore's ads have been relatively 
slow to go after the centrepiece of Mr Bush’s 
platform, which is also potentially his big- 
gest single point of vulnerability: his pro- 
posed tax cut. The debate implies that the 
Democrat's artillery has found the target. 

During the 90 minutes, Mr Gore repeat- 
edly criticised the fairness of the tax cut by 
claiming that Mr Bush would give more back 
in taxes to the richest 1% than he would 
spend in additional measures on education, 
health care, prescription drugs and defence. 
Just as damagingly, Mr Gore began to attack 
the arithmetic of the plan. 

At the start of the debate, Mr Bush re- 
peated part of his stump speech: “1 want to 
take one half of the surplus and dedicate it to 
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Social Security, one quarter of the surplus for 
important projects and I want to send one 
quarter of the surplus back to the people 
who pay the bills.” This is wrong even on Mr 
Bush’s own estimates of the surplus. His pro- 
posed tax cut is a third of the total, not a 
quarter. His spending proposals are more 
like one-eighth. And even that spending 
cannot be financed without dipping into 
surpluses of either the Social Security or 
Medicare systems, which Republicans have 
promised not to touch. This is “fuzzy math”, 
and in the debate Mr Gore began the process 





Health-care promises 


of trying to capitalise on it. 

Whether this attack will work is, of 
course, another matter. It may prove too 
wonkish. Or voters may turn out to prefer 
the balance of tax cuts and spending in Mr 
Bush’s proposals to that of Mr Gore. But it is 
likely to set the agenda for the next stage of 


the campaign. The first debate may not have 


changed the dynamic of the race, or the ini- 
tial polling numbers, but it may well have set 
the stage for a battle royal in the final weeks 
over the most costly and controversial single 
proposal put forward so far. 


m 





Quick, call a doctor 


The numbers behind the two presidential candidates’ health-care plans look 


ever more dubious 


DESIGNING a health pro- 
gramme for America is 
notan easy task, as Hillary 
Clinton found out. The 
proposals of George W. 

: Bush and Al Gore are 
open to all sorts of challenges—not least the 
question of who will pay for all their ideas. 
But from an economist's point of view, at 
least, they share one oddity: deeply ques- 
tionable assumptions about how people 
will actually behave when the landscape 
shifts. 

The plans fail to account for how people 
will react to changes in incentives—the fact 
that government policies may rejig choices 
other than those they mean to affect. Factor 
these in and considerable doubts emerge 
about the way that both the Bush and Gore 
plans try to tackle the two most prominent 
issues in health reform: providing coverage 
for the country's 42.5m uninsured, and low- 
ering prescription-drug prices for the elderly. 

Mr Bush's proposal for helping the unin- 
sured working poor to buy health insurance 
is built around giving them a tax credit of 
$1,000 per person and $2,000 per family (or 
90% of the cost of a policy, whichever is 
smaller) This plan is meant to mirror the 
subsidy that working Americans receive 
through employer-provided health insur- 
ance, which is not taxed along with wages. 

The hitch is that, once this credit is in 
place, companies would have little incentive 
to offer health insurance to their low-wage 
workers. Employers would drop their own 
health plans so that the government could 
pay the bulk of their employees’ health-in- 
surance bills, and the plan's cost would in- 
crease rapidly. The Bush campaign estimates 
that 18m people will take up the full credit, 
but that number may be vastly understated. 

By contrast, Mr Gore would expand the 
State Children's Health Insurance Pro- 
gramme, a set of block grants made to states 
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by the federal government to insure poor 
children, to reach 1m families living just 
above the poverty line. Mr Gore would also 
allow an estimated 2m children in higher- 
income families to buy into the programme. 
Like Mr Bush, he plans a parallel subsidy to 
that of employer-provided insurance by of- 
fering a 25% tax credit on buy-ins, which will 
be available at a rate “more affordable than 
most individual insurance options". 

Offering insurance at a fixed, low cost 
will also have an unintended effect on be- 
haviour: the sickest people will be the first to 
buy, since they expect the highest medical 
costs in the future. With a pool of bad risks 
paying low premiums, the programme will 
need a bigger-than-expected subsidy, or 
healthy folk will not join. (The same goes for 
Mr Gore's invitation to 55- to 65-year-olds to 
buy into government insurance.) 

Mimicking the tax-deductibility of em- 
ployer-provided health insurance is also a 
step in the wrong direction for both plans. 
Most health economists agree that the tax 
advantage leads workers to purchase inef- 
ficiently generous insurance plans, and 





3 
Your behaviour may change 


UNITED STATES 


therefore to over-consume medical care. A 
neater way to persuade the uninsured to get 
themselves covered would be to offer 
scaled-down policies with fewer benefits 
and lower premiums. 

The two candidates’ attempts to help the 
elderly are even more misguided. At present, 
Medicare, a federal programme funded by 
payroll taxes, pays for most hospital stays 
for Americans over 64. Medicare also re- 
quires a small premium, which virtually ev- 
ery eligible person pays. for services other 
than hospital stays. It does not cover pre- 
scription drugs, however. 

Mr Bush advocates the introduction of a 
prescription-drug benefit that would be free 
to the poorest elderly and subsidised by 
25%—it’s that convenient proportion again— 
for everyone else. Costs over $6,000 would 
be picked up by the government for every- 
one, too. The latter rule, a kind of “cata- 
strophic" coverage, would not usually create 
a change in behaviour, since few people 
want to take $6,000-worth of drugs. But re- 
ducing the price of drugs to zero for roughly 
um elderly will surely result in increased 
consumption, which the campaign fails to 
takeinto account. The 25% bonus to theother 
28m elderly will have a smaller but similar 
effect: usage, and costs to taxpayers, will rise 
to inefficiently high levels. 

Mr Bush’s staff claim that unexpectedly 
high expenses could be “solved” by wringing 
out lower prices from drug companies—a 
dubious idea. The main virtue of the Bush 
plan is that it does not go as far as Mr Gore's: 
he would actually boost the bonus to 50% 
and lower the cap to $5,000, a policy that 
would distort purchases of drugs even more. 


Painful to read 


None of these possible effects turns up in ei- 
ther candidate’s cost estimates, which are 
based on what elderly Americans’ currently 
buy. For instance, Mr Gore's staff expect the 
28m non-poor Medicare members to use 
$1,100-worth of drugs a year, as they do to- 
day: it would thus cost $15 billion to provide 
that 50% subsidy to them. But a 50% drop in 
the price of drugs could conservatively result 
in a 25% increase in purchases, pushing total 
consumption closer to $1,500 and adding $2 
billion to the government's costs. And that 
does not even include drug purchases by the 
poorest older Americans, who would pay 
nothing (and thus should be expected to in- 
crease their consumption even more). 
Similar distortions exist not just in Mr 
Bush's plans for prescription drugs but 
throughout both candidates' health plans. If 
a private company changed its prices with- 
out considering how that might affect de- 
mand for its product, it would be a laughing- 
stock. But the candidates are not too inter- 
ested in crafting health plans that are 
economically sound. They just want your 
grandmother's vote. 
s 
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Gene genies 


pes have children for a variety of 
reasons, some more laudable than oth- 
ers. But it is always a gamble: there is no 
guarantee that junior will have the talent to 
become the concert pianist mother never 
was. It is a particular gamble if the child is 
conceived partly to provide a bone mar- 
row graft for a brother or sister with a nasty 
genetic disease: not only might the new 
baby turn out be a poor match for trans- 
plantation, but might also have inherited 
the same disorder as his or her sibling. 

A test-tube trick, pre-implantation ge- 
netic diagnosis (PGD), helps reduce this 
risk. Once embryos are created by in-vitro 
fertilisation and still growing in the labora- 
tory, itis possible to pluck a cell or two from 
them and use molecular probes to pin- 
point defective genes. “Clean” embryos 
can then be implanted into the mother. 

Late last year, Jack and Lisa Nash, a 
Colorado couple, opted for the high-tech 
approach to avoid their new baby suffer- 
ing from Fanconi anaemia, a rare inherited 
bone-marrow disease, which plagues their 
daughter. But they also put in a special re- 








Most wanted 


quest: that the child be genetically compat- 
ible with its sister so as to serve as a tissue 
donor. Soon after birth, special cells were 
collected from their new son’s umbilical 
cord and last month, transfused into his 
sister to help restore her damaged system. 
The Nashs’ request puts a high-tech 


twist on the age-old conflict between pa- 
rental desires and children’s interests (even 
more graphically illustrated by the current 
British battle between parents and doctors 
over the fate of conjoined twins). Although 
treading in an ethical minefield, the Nashs’ 
actions are rendered far less explosive by 
the particular circumstances of their case: 
that their new son's tissue donation could | 
be made through a non-invasive proce- 
dure, in no way endangering his life to save 
that of his sister. Had bone marrow, or per- 
haps a kidney, been required, much more 
difficult questions would now have to be 
answered. 

Butas the first such documented use of 
the technology, the Nashs’ decision still 
worries some ethicists. They fret about pcp 
moving from merely avoiding deleterious 
traits to actively selecting desirable ones. 
America has relatively few legal restric- 
tions on in-vitro techniques. The biggest 
barriers at the moment are technical. Pre- 
implantation diagnosis is very compli- 
cated. No more than 300 babies have come 
from rcp. And the genetic basis of com- 
plex traits, like intelligence, is far from un- 
derstood. For the moment, designer babies 
are still far from delivery. 





4 





The Senate race in Virginia 


Chucking out Chuck? 


RICHMOND, VIRGINIA 


Can the Democrats’ most vulnerable senator survive in Virginia? The first of 


three pieces on intriguing local races 


All. 
2000) contest 300 miles to the 
- north, the Old Domi- 
nion's showdown between the son-in-law 
of Lyndon Johnson and the son of the Wash- 
ington Redskins' most fabled coach would 
be drawing a great deal more attention. 

At first, the son-in-law looked doomed. 
Chuck Robb is the most vulnerable Demo- 
crat in the Senate. Virginia is a conservative 
sort of place, and the affable, cowboy-boot- 
wearing Republican challenger, George Al- 
len, finished a fairly successful term as gov- 
emor in 1998. The opinion polls implied that 
it would be easy for him. Slowly but surely, 
though, the campaign has tightened, and it is 
now anybody’s race. 

The contest is vital to the Democratic 
Party’s long-shot effort to recapture the Sen- 
ate. The fund-raising arms of the Senate 
Democratic and Republican caucuses have 
already pumped about $3m intoa television 
advertising war. But it also matters a great 
deal in Virginia. Both Messrs Allen and Robb 


VIRGINIA'S Senate race is 
another good example of 
the Hillary effect. Were it 
not for a certain senatorial 
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were credited with reviving their parties 
after years in the wilderness: the election will 
choose the state’s undisputedly dominant 
political personality. 

The chances of Mr Robb, the only 
Democrat left in statewide office in Virginia, 
depend on a strange balancing act. The first 
part involves reminding Virginians that they 
are pretty content at the moment. The state's 
economy is booming. 
High-tech jobs, primarily 
in the northern Virginia 
suburbs of Washington, 
pc, have more than re- 
placed the thousands lost 
to government downsizing 
under President Clinton. 
And Virginia still leads the 
way in military spending 
per head. Mr Robb had an 
approval rating of 64% in a 
recent poll in the Washing- 
ton Post. 

The second part of Mr 
Robb's balancing act is 
firmly to blame Mr Allen 
for the few blemishes on 


&_ 





Robb, resurgent 


the Virginia skyline. He attributes the over- 
runs and delays on giant highway projects 
that so annoy commuters to Mr Allen's 
(hitherto much-praised) effort to shrink the 
states government. Buy-outs, early retire- 
ments and the firing of public workers, par- 
ticularly in the state road-building agency, 
drained institutional memory from the Vir- 
ginia bureaucracy and meant more work for 
lessexperienced people. 

Education, one of Mr Robb's specialities, 
is another area of attack. Mr Allen increased 
spending оп education during his governor- 
ship, but Mr Robb is playing on worries 
about tests that he introduced. High failure 
rates and an uneasy sense that teachers have 
been reduced to coaching students in the 
nuances of the exams have led to doubts 
about Mr Allen's push for 
accountability in educa- 
tion. Mr Robb also reminds 
voters that Mr Allen vetoed 
legislation to reduce class 
sizes and was the only gov- 
emor in the country to re- 
fuse million of dollars in 
federal school aid under a 
programme started by 
President Bush. 

Mr Allen’s counter-at- 
tack is based on his tax plan, 
which is not nearly as gen- 
erous as George W. Bush’s 
but which he often uses to 
attack Mr Robb’s fiscal cre- 
dentials. Mr Robb has op- 
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posed the Republicans efforts to remove the 
"marriage penalty", under which married 
couples pay more tax. He also supported a 
50-cent-per-gallon increase in the federal 
fuel tax. Mr Robb's protest that these criti- 
cisms are misrepresentations has led Mr AI- 
len to accuse him of “Robb-speak”. 

And of course there is the dirt. When he 
was governor of the state in the early 1980s, 
Mr Robb had a dalliance (a massage, he 
called it) with a blonde beauty queen. Al- 
though this did not hurt him in a 1994 re- 
election fight with Oliver North, of Iran- 
Contra fame, Mr Allen has found a way to 
resuscitate the issue by alluding to his oppo- 
nent's "Clinton values". 

But Mr Allen too has been hurt by his 
past. His sister, in a book published this 
month, depicts him asa bit of brute who, as a 
teenager, dragged her up the stairs by her 
hair and broke their younger brother's col- 
larbone. And Mr Allen'sattempt to soften his 
hard-edged conservatism by overtures to 
homosexual Republicans and support for a 
federal assault-weapons ban has infuriated 
hislong-time allies. Atthe moment, Mr Robb 
has the momentum, butit will bea very close 
thing. 





Californian politics 
Engineering a 
victory 


SAN JOSE 


RACES in Silicon Valley 
are not like those else- 
where. Voters are barely 
interested in the social is- 
sues that traditionally di- 
vide the parties. They care 
about trade, education, the regulation of the 
Internet, and the local impact of a booming 
economy. In California’s 15th congressional 
district, the Democrat and the Republican 
are indistinguishable on abortion rights (for), 
gun control (for) and strong environmental 
laws (for). They also agree on н1-в visas for 
computer programmers (more) and Internet 
taxation (forget it). Yet despite all that same- 
ness, this is a fascinating race. It is one of the 
few seats in the country that the Democrats 
have a reasonable chance of winning from 
the Republicans; and just six more would 
give them control of the House. 

The race in the 15th district has opened 
up because Tom Campbell, the Republican 
who has held the seat for three terms, is giv- 
ing it up to run for the Senate against Dianne 
Feinstein, a powerful Democratic incum- 
bent. The district, which is more than 80% 
white and dense with business, looks natu- 
rally Republican—especially for a candidate 
who, like Jim Cunneen, his would-be suc- 
cessor, can match Mr Campbell’s social 
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moderation and fiscal con- 
servatism. But the Demo- 
crats regard it as rightfully 
theirs. All the other seats in 
the Bay Area, including 
several that span Silicon 
Valley, are Democratic, and 
the 15th fell into Republican 
hands only with the retire- 
ment in 1995 of Norman 
Mineta, a popular Demo- 
crat who had held the seat 
for 20 years. 


knowing much is at stake, Е? 


The national parties, 
have lavished attention on 
this race. Mike Honda, the 
Democratic candidate, was persuaded to 
run after a visit from Bill Clinton, who prom- 
ised to campaign for him: a promise he duly 
kept with a party in San Jose last month that 
raised $500,000. Other bigwigs have also 
dropped by, including Al Gore and Richard 
Gephardt, the House minority leader. 

On the other side, famous Republicans 
have been lining up to campaign for Mr 
Cunneen: they include Senator John 
McCain and Dennis Hastert, the speaker of 
the House. On October 2nd, Governor 
Christine Todd Whitman of New Jersey, a 
vigorous tax-cutter, was on the stump in San 
Jose. Both parties are spending heavily on 
television commercials for their candidate. 

Among the big names of local business, 
Mr Cunneen has the edge in endorsements. 
His supporters include John Chambers, the 
ско of Cisco, Carly Fiorina of Hewlett-Pack- 
ard, Scott McNealy of Sun Microsystems and 
a host of Internet heavyweights. He has also 
succeeded in raising more money from “the 
industry"—about four times his opponent's 
haul—although Mr Honda has more than 
made up for it elsewhere, especially from 
unions and trial lawyers. 

Mr Cunneen's advantage with Silicon 
Valley stems partly from his personal con- 
tacts. He worked for Applied Materials be- 
fore he entered politics, and then built up 
further contacts in the high-tech world as a 
representative for an overlapping district in 
the California Assembly. (For example, Steve 
Kirsch, who founded Infoseek, an Internet 
search firm, worked with him on legislation 
to encourage the use of electric vehicles in 
California.) Yet Mr Honda, a former school- 
teacher, is as affable in person as Mr Cun- 
neen, and gets good marks for listening. 

Ticket-splitting—voting for members of 
different parties at different levels of the 
election—is a Californian tradition. With Mr 
Gore likely to carry the state at the presiden- 
tial level, Мг Сиппееп is touting his record of 
working with both parties. Mr Honda, who 
sticks more closely to his party line than Mr 
Cunneen does to his, will have to hope that 
the steady climb of Democratic voter-reg- 
istration—to a lead of 45% to 38% over the Re- 
publicans—will translate into votes all the 





Campbell’s gone 
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way down the ticket. 

If the Republicans lose 
the seat narrowly, the party 
is unlikely to look any more 
warmly on Mr Campbell, 
who annoyed conserva- 
tives with his vote against 
Newt Gingrich’s re-election 
as House speaker in 1997. He 
might have stood a better 
chance of holding on in the 
15th than he does of unseat- 
ing Mrs Feinstein in the Sen- 
ate. Although 83% of Cali- 
fornians now recognise his 
name, more than twice the 
proportion who did in May, 
they still favour Mrs Feinstein, now com- 
pleting her second term, by 53% to 36%. In 
contrast to the money and attention the na- 
tional Republican Party has heaped on Mr 
Cunneen, not a cent has come Mr Camp- 
bell's way. 
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New York's first district 


Vivat Regina 


LONG ISLAND 


REGINA Seltzer lives in 
one of those Long Island 

houses that promises a 

perfect retirement. In one 
direction, a generous lawn 
rolls down to the Atlantic; 
in the other, a lane meanders to a quaint 
town of clapboard houses and antique 
shops. 

Yet retirement is the last thing on 71- 
year-old Ms Seltzer's mind. The telephone 
rings off the hook with requests for inter- 
views. The postman brings a huge pile of fan 
mail. A gushing neighbour drops in to ex- 
press her support. MsSeltzer has already un- 
seated the sitting Democratic congressman, 
Michael Forbes, by a nail-biting 35 votes, be- 
coming the Democratic congressional nomi- 
nee for New York's first district, which covers 
the east end of Long Island. Now she is mar- 





Queen of the Hamptons 
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shalling her forces against the Republicans. 

Mr Forbes switched from the Republi- 
can to the Democratic Party 14 months ago. 
Ms Seltzer was so furious that he had done so 
without changing his views— particularly on 
guns and abortion—that she encouraged va- 
rious friends tostand against him,and, when 
they refused, decided to stand herself. The 
three-term congressman had $1.4m and the 
support of the Democratic machine. Ms Selt- 
zer says that she had less than $40,000 in do- 
nations and the support of 400 volunteers, 
who campaigned "neighbour to neighbour". 

Ms Seltzer complains that she has been 
treated rather like a “singing dog” ever since 
her surprise victory. (She even appeared ona 
Fox news programme with just such a cat- 
erwauling canine, getting up at дат to travel 
into New York city for the privilege.) People 
insist on focusing on her age, she says, when 
it was her beliefs (pro-environment, pro- 
abortion-choice and, of course, in favour of 
cheaper drugs for seniors) that brought her 
into politics. The former librarian did not go 
to law school until she was in her fifties. 

Yet 71 is a fairly ripe age to begin your ca- 
reer in national politics. Margaret Thatcher 
was only 65 when she was thrown out of of- 
fice. Ronald Reagan retired at 77. Admittedly, 
Strom Thurmond is 97. But he ran for presi- 
dent in 1948, the year of Al Gore’s birth, and 
landed up in the Senate in 1954. 

Republicans outnumber Democrats by 
two to one in the district, which includes the 
Hamptons, the New York upper class’s ver- 
sion of Disneyland, as well as several retire- 
ment communities. Ms Seltzer's victory over 
Mr Forbes was not quite the David versus 
Goliath struggle that she claims. She enjoyed 
the covert support of the New York state Re- 
publican committee, which, out of a mixture 
of opportunism and revenge, sent out litera- 
ture to Democratic voters portraying their 
former comrade-in-arms as an arch-conser- 
vative opposed to abortion choice and gun 
control, and describing him as a loyalist 
“who stood with Newt Gingrich 100%" (even 
though he was one of the first Republicans to 
try to oust the Speaker). 

Now this same machine, knowing that 
the first district could make all the difference 
to control of Congress, is directing its fire at 
her. The Republican candidate, Felix Grucci, 
is a successful fireworks manufacturer, with 
more than $3m to spend on the campaign, 
according to Ms Seltzer, and a good record as 
supervisor of the largest town in the region, 
Brookhaven. The Conservative, Indepen- 
dence and Right to Life parties have also en- 
dorsed the “firework king”. 

The Democratic establishment, which 
had been geared up to support Mr Forbes 
strongly (partly in order to prove that it could 
offer a safe home to turncoats), has still not 
decided what to do about Ms Seltzer. She is a 
scrappy candidate, with a great deal of free 
media coverage, a swelling army of volun- 
teers and just a hint of steel (^He's history,” 


42 


she says of Mr Forbes), The district used to be 
a Democratic one. But it will surely take 
something of a miracle for this particular 
grandmother to keep the east end of Long Is- 
land in the Democratic column. 





Television news 


Come back, Ed 
Murrow 


CHICAGO 


MERICA’S local television news has long 
been the fast food of journalism: low- 
quality fare served with striking uniformity 
in every market. But what happens if you try 
toserve soufflé and champagne? 

Seven months ago, the css affiliate in 
Chicago, wBBM-Tv, started an experiment 
to upgrade its 10pm local news. The station 
banished marketing people from the news 
room, leaving journalists (gasp) to make 
news decisions. This revolutionary concept 
was more an act of desperation than of prin- 
ciple. The newscast's audience trailed not 
only four other late-night local news broad- 
casts but also reruns of “Friends” and “The 
Simpsons" that it competed against. 

WBBM began by hiring Carol Marin, an 
award-winning journalist with nearly 30 
yearsof broadcasting experience. Emmy and 
Peabody awards aside, Mrs Marin had a un- 
ique anti-pap credential: in 1997, she quit as 
co-anchor of the rival умло news broad- 
cast when the station hired Jerry Springer, a 
daytime squabble-show host, to deliver 
newscommentaries. Mrs Marin also appears 
asa lone anchor, defying the industry's tire- 
somecasting formula, which calls for craggy, 





No squirrels on skis for Marin 


artificially suntanned, avuncular men to 
share the anchor desk with pretty women a 
generation or two younger. 

Next, wBBM ditched the burgers and 
friesoflocal news:no moreoverblown crime 
coverage, no Hollywood promos dressed up 
as news stories, no live shots from outside 
dark buildings where news had happened 
hours earlier, no choreographed chit-chat 
between anchors and no obligatory pet sto- 
ries (the unofficial mantra for the show is 
"no more water-skiing squirrels"). Instead, it 
has introduced heresy after heresy: stories 
that run as long as five minutes; live inter- 
views with worthy people such as a former 
Israeli prime minister, Shimon Peres; lead 
items on national or international stories; 
the occasional editorial commentary (one of 
which criticised the general obsession with 
"Survivor", the св$ show on before the 
news); even (whisper this quietly in LA) 
shorter weather reports when there is noth- 
ing new to say. 

This is still some way from the ideals of 
Ed Murrow and the Tiffany Network. But in 
an age in which even the mighty ABc News 
(Peter Jennings et al) sends Leonardo DiCa- 
prio to interview President Clinton about 
the environment, wBBM can claim to be 
swimming against the tide. As Mrs Marin 
puts it, it starts from the belief that there is 
still an audience for serious television news. 

But where are these people? Critics like 
the new format, but, so far at least, viewers 
have voted with their remote controls. De- 
spite the helping lead-in from "Survivor", 
the wBBM 10pm news has generally contin- 
ued to lose viewers. Its summer viewing fig- 
ures were more than 10% lower than the pre- 
vious year (compared with 5% and 3% falls at 
its two main rivals). Several of the main ar- 
chitects of the new format, including the sta- 
tion's general manager, Hank Price, have left 
for jobs elsewhere. After another manager 
left this week, people raised doubts about 
Mrs Marin's future. "I really want this to 
work," says Phil Rosenthal, the television 
critic of the Chicago Sun-Times. “I fear that it 
has not.” 

But, even if WBBM has stumbled, it does 
not prove that trash is king. The other sta- 
tions have all been shedding viewers. The 
proportion of Chicago households watching 
any 10pm news broadcast has fallen roughly 
35% over the past two decades. 

Mr Rosenthal says trashy newscasts 
cannibalise their audience. No matter how 
low they go, they cannot be trashier than 
tabloid shows like “Inside Edition", fluffier 
than celebrity-packed shows like “Enter- 
tainment Tonight", or funnier than 
“Friends”. Instead, they have marginalised 
the importance of local television news. “A 
generation of viewers is coming of age with- 
out feeling that habitual compulsion to 
watch,” says Mr Rosenthal. Every water-ski- 
ing squirrel further lessens that compulsion. 

—— __ а 
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John D Rockefeller 
1839 - 1937 


Industrialist and 
philanthropist. In 1875 
he founded with his 
brother William the 
Standard Oil Company, 
securing control of 

US oil trade. 


After 1897 he devoted 
himself to philanthropy, 
and in 1913 established 
the Rockefeller Foundation 
‘to promote the wellbeing 
of mankind’. 
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«€^ HE Party s Over". Ever since David Broder’s book of that ti- 
P . tle appeared in 1971, political parties have seemed to be in 
. terminal decline in America. The final weeks of any campaign 
; seem particularly focused on the unaligned. This week's debate in 
_ Boston saw George W. Bush and Al Gore in their usual helter-skel- 
ter pursuit of swing voters, those whoeither refuse to identify with 
one of the two main parties or who switch back and forth so fre- 
_ quently as to make any labelling meaningless. In states like Cali- 
. fornia, where would-be voters are allowed to register as indepen- 
| dents, an increasing number of people have been doing so (the 
. latest figure in California is around one in six). These variously 
- named "soccer moms", “McCainiacs” and so on are now said to 
old the key to the White House. 
|). So popular is the notion that swing voters are what matter in 
American campaigns that it comes 
as something of a shock to discover 
how little hard evidence there is for 
| it from the hustings. Indeed, such 
г evidence as there is from the polling 
| booths points in the opposite direc- 
Чоп: Americans are actually more 
ıı partisan than they were. 
“Since the 1952 election, the Uni- 
‚ versity of Michigan has asked peo- 
ple who have voted which party 
. they tend to identify with and how 
г. closely they feel attached to their 
choice. By chance, that year is usu- 
ally taken by political scientists as 
the high-water mark of partisan- 
. ship, since when party identifica- 
_ tion has been in continuous decline. 
17 Yet in 1996 one in three voters said 
< they felt strongly about their politi- 
: cal identification, whether Demo- 
craticor Republican—slightly below 
the share in 1952, Another third of 
the voters identified themselves as 
“weak” partisans, again a little be — . 
low the 1952 figure. In other words, American voters now identify 
almost as much with their party as they did when partisanship 
was supposedly at its peak. : d: 

Actually, there was indeed a decline—but it was confined to 
| the mid-1970s. Then, only around a quarter of voters identified 
г strongly with a party. Ever since, partisan propensities have been 
rising, for a solid 20 years ог so; Meanwhile, the share of self-de- 
_ scribed independents shows the pattern in mirror-image, more 
. than doubling to 16% from 1952 to 1976, then falling back again to 
9% by 1996. (For what it is worth, the change in the 1970s seems to 
_| have had less todo with people embracing non-partisanship than 
мап electoral shift in southern politics in the wake of the civil- 
| tights movement. In the short run, this produced lots of floating 

< voters, as blacks defected from the party of Lincoln and whites left 
‚ the Democrats. Now that this realignment is over, partisanship 
| has reasserted itself.) 
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.— Heretical thoughts about independent voters 



























matters, but not quite in the way you mightexpect. < 

These numbers contradict not just conventional wisdom but 
also the registration figures from states like California. All the | 
same, they are backed up by а recent study by Larry Bartels of 
Princeton University. He measured not only voters’ expressed 
party preference but also the extent to which their attachment got 
translated into actual votes (ie, the extent to which Democrats 
really voted Democratic). According to his calci 5, the elec- 
toral impact of any given level of partisanship, like partisanship it- 
self, fell between 1952 and 1972--and has since rebounded. In 
presidential elections, he calculates, the propensity to vote for 
“your” party candidate is now higher than it was in 1952. That is 
true, to a lesser extent, of congressional elections, where the low 
point of partisanship occurred in 1978 and the rebound has been 

weaker, largely because the cost of 

fighting à congressional seat is now | 

so high that incumbents have a big 

advantage. The upshot is that voters 

often end up splitting their tickets 

despite continued partisanship at 
the presidential level. 

‘Given these numbers, why do 
the Bush and Gore campaigns— ' 
which might be presumed to know 
what.they are doing—continue to 
behave as if the only people who 
matter are independent swing vot- 
ers? Two. explanations present 
themselves, neither of them very 
encouraging for those pursuing the 
middle ground. 

The first revolves around the 
groupof voterscalled "independent 
leaners", These are the people most 
lukewarm about parties-—who say 
they “lean” towards one or the 
A 7 other. In many polls (though not the 
SSS ^ University of Michigan figures) such 
“leaners” are classed as indepen- 
dents, which brings the number of non-partisans up to roughly a 
third of all voters. However, Mr Bartels's research suggests that 
leaners too have become increasingly partisan. They are still more 
likely than most to change their minds, so it makes sense for the 
campaigns to target them. But they are not real swing voters (ie, 
people who switch their vote from election to election), and they 
do not alter the overall picture of rising partisanship, 

But the more important explanation may be that indepen- 
dents do not vote. In the 1950s, more than two-thirds of non-voters 
still called themselves Democrats or Republicans. Now the share is 
alittle more than half. In other words, the growth of independents 
has left partisanship among those who actually get to the polls 
largely unaffected. | 

This does not mean independents are irrelevant. The cam- 
paigns concentrate on them because they are the voters most 
likely to change their minds and, with the candidates neck-and- 
neck, may prove decisive this year. They are the voters who matter 
at the margin of politics. But the heretical thought still occurs. 
Maybe the White House will fall not to the man who wins over 
most of the relatively few genuine undecided folk but to the man 
who most successfully bullies all his partisans, whether commit- 
ted, leaning or downright lazy, tóget up aiid goto the polls. Soccer 
moms be damned. Mobilising your troops may be the key. 
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THE AMERICAS 


Another president caught in 
Argentina's economic trap 


BUENOS AIRES 


World markets have been unkind to Argentina. But there is much that 
Fernando de la Rua could do to improve his, and his country's, luck 


NEMPLOYMENT stands at over 15%. 

Many of those in work have suffered 
wage cuts. Retail sales are down. After 
shrinking by 3.2% last year, the economy will 
barely grow this year. And as if Argentina 
did not have enough troubles, striking truck- 
ers imitated their counterparts elsewhere 
this week; for four days, they blocked roads 
and won a cut in fuel prices. 

When Fernando de la Rua took office as 
Argentina's president last December, after 
ten years of Carlos Menem, he inherited an 
exchange rate fixed at par with the dollar, 
which had brought price stability and bursts 
of economic growth. He thought that he was 
also taking over an economy already on the 
mend after a series of blows—the emerging- 
market sickness of 1997-98 and, in January 
1999, a big devaluation by Brazil, Argentina’s 
main export market. 

So Mr de la Rua's Alliance government 
quickly pushed through public-spending 
cuts and tax rises, to try to close a widening 
budget gap. His bet was that the contraction- 
ary effect of such a squeeze would be out- 
weighed by the boost to confidence from 
putting the public finances in order, allow- 
ing interest rates to fall. 

Mr de la Rua lost the bet: the economy 
has slipped back into stagnation, but lending 
rates have risen as investors’ confidence in 
Argentina has fallen (see chart). Though tax 
revenues have risen modestly, mainly be- 
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cause of an amnesty for evaders, the govern- 
ment has had to negotiate laxer targets for 
the fiscal deficit with the mr. 

Caught in a deflationary trap, Argen- 
tines are rapidly becoming disillusioned 
with their president and his embattled econ- 
omy minister, Jose Luis Machinea. They now 
promise measures to create a beneficial 
“confidence shock”. Mr de la Rua is consid- 
ering cabinet changes, though Mr Machinea 
is expected to stay. He is said to have asked 
Domingo Cavallo, Mr Menem’s most suc- 
cessful economy minister, to run the central 
bank, though both men deny this. 

Argentina’s plight, and that of Mr de la 
Rua, owes much to misfortune. The coun- 
try’s exports, about half of which are farm 
products, have been hurt both by a strong 
dollar and by weak prices for agricultural 
commodities. Worries about export earn- 
ings, given Argentina’s high debt-to-export 
ratio, increase the interest-rate spread the 
country pays over United States interest 
rates, which have themselves risen this year. 

Butifinvestors are worried about Argen- 
tina, they are not panicking. That is because 
most expect growth to pick up next year. De- 
spite all the handicaps, exports have grown 
this year. Whatever the grumbling about 
Brazil's “predatory” devaluation, in fact Ar- 
gentina’s trade with its big neighbour 
showed a deficit only briefly. It should show 
a large surplus next year as the Brazilian 


economy grows. And already, because of in- 
flation in Brazil and price deflation in Argen- 
tina, the real exchange rate between them is 
close to its pre-devaluation level. 

Whatever the economy brings him, 
some of Mr de la Rua’s problems are of his 
own making. Where Mr Menem was imperi- 
ous, Mr de la Rua has sought consensus, both 
by temperament and because he lacks a ma- 
jority in Congress. But his dilution of spend- 
ing cuts and of a controversial labour-law 
reform has looked like weakness. He has also 
allowed his ministers, the vice-president, 
Carlos Alvarez, and others close to him to 
speculate openly about possible policy 
changes. Dissension has been intensified by 
a scandal involving allegations that some 
senators were bribed to vote for the labour 
reform. All this has undermined confidence 
in the government. 

Fernando de Santibanes, an economist 
and close friend of Mr de la Rua's who runs 
the intelligence service, concedes that there 
have been lapses in executing policies and 
promoting them. (Mr Santibanes is being in- 
vestigated over the bribes affair, though he 
denies any involvement.) He insists that the 
policies themselves, including the tax rises 
and spending cuts, were right. 

But this week Mr Machinea said he 
would start cutting taxes next year. Critics 
have pointed to the success of Jose Manuel 
de la Sota, the governor of Cordoba prov- 
ince, who has increased revenues by cutting 
tax rates andis trying to get better value from 
public spending. Miguel Angel Broda, an in- 
fluential independent economist, says Mr de 
la Rua could do similar things: for example, 
cutting value-added tax and switching 
money from costly and poorly directed wel- 
fare programmes to a broader unemploy- 
ment-insurance scheme. 

Part of the problem is that Mr de la Rua's 
difficulties have distracted him from further 
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reforms. Tax rates could be lower if wide- 
г spread evasion were fought more effectively. 
Congress has recently approved an anti- 
evasion law; which includes a ban on cash 
transactions over $10,000. Butit will be of lit- 
-- tle use unless the justice system is shaken up, 

"toensure that dodgers are in fact caught and 
punished. In addition, a stalled reform of 
` provincial-government finances. would al- 

"low the government more fiscal leeway. 
Businessmen complain that. they are 
` hurtby the high tariffs charged by privatised 
utilities; Next month, the government is 
‘throwing open the telecoms market, which 
. should cut tariffs, but it argues that in the gas 
апа electricity industries its hands are tied 
Бу long-term contracts. Not so, argues 













































- Colombia and its neighbours 


“PANAMA CITY 


: “Wi have no army and we 
ch do not intend to: have 
_ one,” says Winston Spadafora, Pan- 
ama’s interior minister, "Our ' 
¿strength is our neutrality.” Feeble 
hough this may seem, unarmed 
eutrality may indeed be Panama’s 
least bad bet, both in resisting any dangerous 
overspill from Colombia's wars, and even in 
. profiting from them. 
But that policy has some persuasive crit- 
168. Panama's 270km (170 mile) border with 
Colombia, threaded through the thick jun- 
gles of the Darien Gap, can readily be crossed 
_ by Colombian guerrillas, paramilitaries and 
drug-traffickers heading north, and by gun- 
runners heading south. The bishop of Dar- 
леп, Romulo Emiliani, has often given warn- 
ing about armed groups crossing into Pan- 
сата, so often indeed that he has now been 
persuaded, or forced, to take leave of ab- 
sence from the bishopric, He continues to ag- 
itate, however, writing this week that Darien 
“contains “an enormous area without police 
- control and without the presence of the state 
` atother levels". 
Unsurprisingly, Pana- 
manians takê а nervous 
view of Plan Colombia, a 
— $75. billion bundle of 
schemes, supported by the 
United States, for. fighting. 
` Colombia's drug. produc- 
оп апа guerrilla activity. 
- More violence could mean 
- more refugees. Last есет. 
ber, a guerrilla attack on a. 
"barracks in the Colombian 
- town of Jurado sent 535 ci- 





Nervous in Darien 








" Eduardo Basualdo, an economist the Me- 


nem government was lenient in enforcing 
the utilities’ contracts, and Mr de la Rua 
could insist on a renegotiation. 

So there is plenty that Mr dela Rua could 
do to boost confidence and speed recovery. 
Much of it would require difficult negotia- 
tions and, yes, consensus. But more leader- 
ship, too: Vladimir Werning, an economist at 
J.P. Morgan, an American bank, says the 
president should be appealing to the public 
over the heads of Congress and the unions, 
which are unpopular. Mr dela Ruais already 
less liked than he was. His luck may soon 
turn. Otherwise, the risk Argentina faces is 
that its president's political capital will be 
exhausted before recovery is assured. 
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"Panama has cause to worry about Colombia’s troubles, but sees some silver 
linings too. The last report in our series 


Panama’s Pacific coast; only half 
have since gone back. Other towns 
in Darien are home to perhaps 400 
other exiles; some have been there 
for years. 

Unlike Colombia, Panama is re- 
luctant, at least in public, to seek 
help from the United States, which gave up 
control of the Panama canal only last De- 
cember. But such help may not be required. 
Plan Colombia's main focus is drug-growing 
Putumayo province, far from Panama; fight- 
ing there this week sent refugees fleeing to 
Ecuador. Neither the guerrillas, nor their 
paramilitary foes, have much interest in 
dragging Panama into Colombia's wars; 
both use it to hide, rest and receive supplies. 
The main security threat is probably gun- 
running recently, Panama's police have 
seized several arms shipments, apparently 
for the guerrillas. 

But Colombia's internal strife is also giv- 
ing Panama some unlooked-for economic 
benefits. Since Panama is nearby and safe, 
well-to-do Colombians are moving there. 
No figures are available, but 
Francisco Conto, the (Co- 
lombian) vice-president of 
Citibank in Panama city, 
says that every week he re- 
ceives a new Colombian 
visitor wantingtotalk about 
investment opportunities. 
“The Colombian situation is 
good for Panama,” he says. 
Businessmen and investors 
are needed, for instance, to 
develop the 150,000 hectares 
(370,000 acres) of canal- 
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zone land that have just 


| been handed over by the United States. 





Perhaps so. But Colombia's weak econ- 
omy and its crackdown on money launder- 
ing have hurt Panama's Colori Free Zone, a 
huge duty-free trading centre. Colombia is 
the zone's biggest customer, buying over a 
fifth of its exports. Panama's exports to Co- 
lombia have dropped, from a peak of $1.67 
billion in 1997 to just over $1 billion last year. 
Those are Panama's figures; Colombia's are 
much lower. The difference is made up of 
undeclared imports, bought to launder drug 
money. “Before 1999, perhaps 90% of what 
we sold to Colombia went in as contra- 
band,” says.a businessman in the free zone. 
“Now it's probably down to about 70%.” 

A drive against contraband should 
please President Mireya Moscoso's govern- 
ment, which wants torid Panama of its repu- 
tation as a haven for criminality. Under 
pressure from rich countries, the legislature 
this week passed two laws that make 
money-laundering illegal for all: ill-gotten 
loot, not just that of drug-smugglers. 

Over the years, Panama has given refuge 
to a long line of ex-dictators, But when last 
month it temporarily accepted. Vladimiro 
Montesinos, Peru's disgraced: intelligence 
chief, it did so only after much arm-twisting 
from Latin American presidents and the Un- 
ited States. The presence of Mr Montesinos, 
who is said to have bank accounts in Pan- 
ama, has embarrassed the government and 
disgusted the population. More so, perhaps, 
than the more discreet presence of Colombi- 
ans, of all kinds. 
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Brazil 


Locally left 


SAO PAULO 


HE left-wing Workers’ Party (рт) had 

cause for celebration after Brazil's 
municipal elections on October ist. Not only 
did it increase its tally of mayors from 113 to 
174; but it will also have another chance in 
run-off polls on October 29th in 16 of 31 
larger cities where: no mayoral candidate 
took 50% or more of the vote, One of those is 
Sao Paulo, Brazil's biggest city, where the rr's 
moderate candidate, Marta Suplicy, topped 
the poll with 38%, and seems assured of a 
second-round victory. — 

Even so, the Pr won only 14% of the total 
vote. The election was far from a disaster for 
President. Fernando -Henrique Cardoso’s 
centre-right government. Its four constituent 
parties will still control most of Brazil's 5,656 
municipalities. One of these parties, the free- 
market Liberal Front Party (prt), did espe- 
cially well: The rrr's tally of mayors rose 
from 962 t61,027. thas achanceof winning a 
run-off in Rio de Janeiro, and won outright 
in Salvador, a big north-eastern city. . 

Another coalition party, the catch-all 
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Oil prices have hit a ten-year high. . . 


The euro has sunk to an all-time low. . . 


Capital markets don't know where they are headed. . . 
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Marta should win, but Lula probably won’t 


Brazilian Democratic Movement (PMDB), 
saw its contingent of mayors slip from 1,323 
to 1,253. But given that Mr Cardoso is still per- 
sonally unpopular after last year's big deval- 
uation, his own centrist Social Democrats 
(Psp) fared quite well. Their biggest disap- 
pointment was in Sao Paulo, where their 
candidate was pipped for a place in the run- 
off against Ms Suplicy by Paulo Maluf, a con- 
servative former mayor and the target of 
many corruption allegations. The pss has а 
chance in Belo Horizonte, Brazil's third city, 
where its candidate, a former footballer, will 
takeon the left-wing incumbent. 

In municipal elections in Brazil, voting is 
swayed mainly by local issues and personal- 
ities.On thisoccasion, for the first time, may- 
ors were allowed to run for re-election and 
many duly won а second term, suggesting 
that many of the 93m Brazilians who voted 
were satisfied with their local government. 
Reports of violence and charges of fraud 
were lesscommon than in the past. 

But ifthe resultsare unlikely to have a di- 
rect bearing on the 2002 presidential elec- 
tion, neither are they wholly irrelevant tona- 
tional politics, especially since Mr Cardoso 
and his coalition have yet to choose their 
presidential candidate. Within the coalition, 
the bargaining power of the rrr's leading fig- 
ure, Antonio Carlos Magalhaes, should be 
strengthened by his party's strong showing, 
especially in his home state of Bahia. 

Though Mr Magalhaes, a cantankerous 
conservative, has hinted at presidential am- 
bitions, he is more likely to act as kingmaker. 
He has recently been praising Tasso Jereis- 
sati, the rspB governor of Ceara state and a 
close friend of Mr Cardoso. Mr Jereissati ad- 
mitted that his chances may have been 
dented after Patricia Gomes, his candidate 
for mayor of Fortaleza, Ceara's capital, was 
beaten into fourth place. But that result did 
even greater damage to the presidential 
hopesof MrsGomes'scampaign adviser and 
former husband, Ciro Gomes, who ran 
against Mr Cardoso in 1998. 

On the opposition side, the rr has in- 
creased its pre-eminence. Luiz Inacio Lula da 
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Silva, the party's thrice-un- 
successful presidential can- 
didate, continues to top the 
opinion polls for 2002. But, 
despite the pt’s municipal 
boost, Mr da Silva is unlikely 
to be Brazil's next president. 
Nationally, his party is weak- 
ened by factional splits. 
Many Brazilians will happily 
vote for rr mayors, not least 
because they are often less 
corrupt than their rivals. But 
many voters balk atelecting a 
left-wing president. 

With a gathering econ- 
omic recovery already creat- 
ing jobs and starting to boost 

wages, the odds are that Mr Car- 
doso and the government will be more pop- 
ular in two years’ time. Provided it remains 
united, and can come up with a strong can- 
didate, Mr Cardoso's coalition is still likely to 
win the presidential election. 








Mexico 


Church militant 


MEXICO CITY 


DEEPLY Roman Catholic country, Mex- 

ico is also a fiercely anti-clerical one. 
That contradiction has both fuelled, and 
been fuelled by, two civil wars since the 
1860s, each lost by the church. Yet even today 
the church’s role is far from settled. 

The simmering tension between the 
church and its opponents has flared up since 
the election last July of Vicente Fox as Mex- 
ico's next president, ending seven decades of 
rule by the anti-clerical Revolutionary Insti- 
tutional Party (PR1). Mr Fox will be the first 
openly practising Catholic to occupy the 
presidency since Mexico's 1910-17 revolu- 
tion, and his centre-right Na- 
tional Action Party (PAN) has 
close ties to the church. 

For most of the pri’s rule, 
the church was confined be- 
hind cloistered walls: until 
constitutional reforms in 
1992, priests and nuns were 
barred from wearing clerical 
clothes in public, open-air 
masses were forbidden, and 
all church property techni- 
cally belonged to the state. 
Before the election, Mr Fox 
promised further changes, 
such as allowing the church to own media 
outlets, permitting religious teaching in pub- 
lic schools, and letting the church get more 
involved in politics. In return, the church 
published a pastoral letter stating that an 
alternation of political parties in govern- 
ment would solidify Mexican democracy—a 
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barely veiled endorsement of Mr Fox. 

But the president-elect has also said that 
he does not plan to impose his own or the 
church's moral views on everyone else. Hav- 
ing courted the church as a candidate, Mr 
Fox may, after he takes office on December 
ist, have to cut a deal with the devil, in the 
form of public opinion. Mexican voters are 
still deeply ambivalent about giving the 
church greater influence over how they lead 
their lives. Many of the same faithful who fill 
the pews every Sunday flout the church’s 
line on birth control or, in polls, say they dis- 
agree with its opposition to abortion. 

Lacking a majority in Congress, Mr Fox 
will need to rely on members from the centre 
and left to support his economic рго- 
gramme. Their support would be strained 
were Mr Fox to start straying from his agnos- 
ticism on questions of public morality. 

But the church has its own allies. They 
include the pan’s right wing, some of whom 
also belong to Catholic movements, such as 
Opus Dei and Pro Vida (Pro Life). Where the 
PAN has won control of local goverment 
over the past decade, it has often pressed the 
church's political agenda. In 1995, an official 
of the rAN municipal administration in 
Guadalajara, Mexico's second city, banned 
women employees from wearing miniskirts 
at work. In Merida, in the east, PAN city gov- 
emments have banned films and paintings 
that show nudity. 

After Mr Fox'selection, PAN legislators in 
his home state of Guanajuato voted in Au- 
gust to outlaw abortion in cases of rape. That 
ignited criticism from women's groups and 
the left. The left-wing mayoress of Mexico 
city organised a "tolerance festival", and the 
city council voted to ease restrictions on 
abortion. The archbishop of Guadalajara 
then inflamed matters, saying that women 
share responsibility for the sexual assaults 
they suffer because of the "provocative" 
way they dress. 

None of this helps Mr Fox's hopes of re- 
casting the PAN in a more tol- 
erant mould. So he is likely to 
try to defuse disputes about 
morality. He persuaded the 
PAN's national leaders to crit- 
icise the Guanajuato abor- 
tion law and, fortified by a 
poll in the state showing that 
amajority disagreed with the 
new law, the state's PAN gov- 
ernor vetoed it. 

But after decades of en- 
forced public silence, mili- 
tant Catholics are relishing 
their greater freedom. Last 
month, a coalition of conservative groups 
held the first big anti-abortion march in ten 
yearsin Mexicocity. This time there is norea- 
son for the sabre-rattling to end in blood- 
shed. But for Mr Fox, it may prove a distrac- 
tion from more urgent problems. 
= 
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War in Palestine 


JERUSALEM 


Fighting, sparked by a provocative Israeli act, has been sustained and fierce, 
spreading to Palestinians in Israel as well as the West Bank and Gaza 


NLESS diplomacy brings the fighting to 

astop, which at mid-week seemed im- 
probable, the current mayhem in the West 
Bank and Gaza could develop into the most 
sustained Israeli-Palestinian war since the 
territories were occupied in 1967. It has al- 
ready resulted in the worst violence between 
Israel and its Arab minority since the Jewish 
state was founded in 1948. 

The bonfire, nearly everybody agrees, 
was lit by an act of deliberate provocation: 
the decision on September 28th by Ariel 
Sharon,the leaderof the Likud opposition, to 
demonstrate Israel's sovereignty over Mus- 
lim holy sites in East Jerusalem. The two 
sides agree on little else. 

The Israelis argue that the violence that 
followed Mr Sharon's visit was an orches- 
trated campaign by Yasser Arafat. His inten- 
tion, they say, was to restore his diplomatic 
fortunes after the drubbing he received 
when Bill Clinton made it plain that he con- 
sidered him to blame for the collapse of the 
Camp David summit in July. To win back in- 
ternational sympathy for the Palestinians’ 
claim to sovereignty over East Jerusalem, Mr 
Arafat “cynically exploited” Mr Sharon’s ac- 
tion in order to pull his people on to the 
streets—and into their graves. 

Nonsense, say the Palestinians. They 
point out that the first protests that followed 
Mr Sharon’s visit were muted. The real trou- 
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ble started on September 29th, when angry 
Palestinians spilled out of Al Aqsa after Fri- 
day prayers, lobbing stones at every Jewish 
target they could see, including people pray- 
ing at the Western Wall, in the plaza below 
Temple Mount. The Israeli police replied 
with live ammunition and “rubber” bul- 
lets—which are steel bullets lightly sheathed 
in rubber, and often lethal. They killed five 
Palestinians and injured 200. 

From then on, Palestinians have taken to 
the streets. And no one can make them go 
home, say Palestinian Authority officials, not 
even Mr Arafat. As for pre-planning, the Pal- 
estinians suggest that the Israeli military as- 
sault on their cities has been long in gesta- 
tion, and is now being unleashed with 
unprecedented ferocity in order to cow 
them into submission. The lasting image is 
Muhammed al-Durah, the young boy cap- 
tured on French television on September 
30th as he huddled terrified beside his father 
in Gaza before being killed in 45 minutes of 
continuous Israeli fire. 

The firing has not been from one side 
only. The most lethal confrontations have 
occurred at Joseph’s Tomb in Nablus and at 
the Netzarim Jewish settlement in Gaza, two 
Israeli enclaves that the army has preserved 
in the heart of densely populated Palestinian 
areas. It is here that armed fighters belonging 
to Mr Arafat's Fatah movement have con- 





centrated their fire, trying to get the Jews out 
of the enclaves. In one instance on October 
1st, an Israeli soldier bled to death inside Jo- 
seph's Tomb because the Palestinian police 
failed to extricate him, and the Israeli army 
high command decided not to blast its way 
through to the compound with tanks. 

But in response to Palestinian shooting, 
the Israeli army has used disproportionate 
force. It has launched helicopter rocket at- 
tacks on apartment blocks in Gaza city, and 
fired anti-tank missiles at Palestinian posi- 
tions near Netzarim. In Nablus, tanks have 
been stationed in readiness around the city. 
Elsewhere, the army has resorted to sniper 
fire against stone-throwing youths and, on 
at least one occasion, ambulancemen pick- 
ing up the bodies. The casualties reflect the 
imbalance in weaponry. After nearly a week 
of confrontation, more than 60 Palestinians 
had been killed (including ten from inside Is- 
rael) and some 1,500 wounded, mostly from 
gunshots aimed at the head and upper body. 
The death toll on the Israeli side is so far three: 
two soldiers and a civilian. 

Faced with such carnage,it is hard for Mr 
Arafat to order his people to stop. He has in- 
stead called on the United Nations to send 
forces to protect the Palestinian population, 
especially at the holy sites in Jerusalem, and 
predicated any ceasefire on the withdrawal 
of the army from inside and around Pal- 
estinian cities. 

But on October 2nd a un Security Coun- 
cil meeting, convened to address the vio- 
lence, broke up without being able to agree 
on a resolution. Then, on October 4th, talks 
in Paris between Madeleine Albright, Amer- 
ica's secretary of state, Ehud Barak and Mr 
Arafat collapsed. Mr Barak declined to con- 
tinue the talks in Egypt, saying Mr Arafat had 
refused to sign an agreement to stop the 
Aghting. Mr Arafat said that Mr Barak had re- 
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fused to agree to an international inquiry 
into the events. 

The Israeli army '5 line is straightforward: 
it will stop firing when the Palestinians stop 
firing. There have been ceasefires, but so far 
none has held. On October 4th, Colonel 
Moty Yogev, the commander of Israeli forces 
in the Gaza strip, said that he was prepared 
for the violence to increase, and that his 
troops were ready to use tanks if necessary. 

At least in the Arab and Islamic world, 
the Palestinians' stock has soared, with soli- 
darity demonstrations breaking out in 
Egypt, Jordan, Iraq and elsewhere (see next 
story). On October 2nd, much to Mr Arafat's 
pleasure, Egypt and Syria threw their weight 
behind a special Arab summit. “We cannot 
separate what happens in Jerusalem from 
what happens in the Golan,” said Syria’s 
new president, Bashar Assad. 


Mutiny in Israel 

But Mr Arafat's most surprising support has 
come from the Palestinians over whom he 
wields the least control: the 1m or so Arabcit- 
izens of Israel. The violence that swept 
through the  Israeli-Arab community, 
though less bloody than in the Palestinian 
territories, sent far more powerful shock- 


waves through the country’s Jewish major- 
ity. People were thunderstruck by the inten- 
sity and the pervasiveness of the rioting, 
unprecedented in Israel's 52-year history. 

There was some Israeli criticism of the 
police’s peremptory resort to firearms, both 
in Jerusalem and in the Arab towns and vil- 
lages in northern Israel. But the overwhelm- 
ing Israeli reaction was resentment against 
the country’s Arab citizens and their leaders. 
The intifada years, between 1988 and 1991, 
when the nightly doses of televised repres- 
sion were confined to the occupied territo- 
ries, helped nurture a comforting confidence 
that the “green line” border was somehow 
impermeable. Israeli Arabs themselves, who 
make up some 18% of the population, were 
scrupulously careful to avoid violence then. 
Although the Israeli far right gave warning of 
potential irredentism, the left, and most of 
the centre, preferred to praise the loyalty and 
moderation of the Arab minority. 

The sight, therefore, of thousands of Is- 
raeli-Arab demonstrators buming the banks 
and post offices in their villages as symbols 
of Israeli sovereignty has come asa shattering 
blow to the Israeli mainstream. When rioters 
on October ist smashed Jewish shop-fronts 
in Jaffa, a seamless suburb of Tel Aviv, the 


gravity of the internal crisis impressed itself 
even on that most determined Israeli re- 
doubt of relaxed and untroubled living. 

As with the West Bank and Gazan Pal- 
estinians, whose simmering frustrations 
with the peace process boiled over after the 
events in Jerusalem, so Palestinians with Is- 
raeli citizenship cite а catalogue of long- 
standing grievances as the backdrop to the 
violence that engulfed their community in 
the wake of the perceived assault on the 
Muslim holy site. Despite the steady growth 
of a professional and entrepreneurial mid- 
dle class, there is widespread unemploy- 
ment among the Arabs, much of it attribut- 
able to open or covert discrimination 
practised by both the state-owned and priv- 
ate sectors. On the political plane, Israeli Ar- 
abs point to the collective insult they have 
suffered from Mr Barak. They voted for him 
in theelection last year, their representatives 
in the Knesset keep him in power, and yet he 
refuses to take any of their political parties as 
fully-fledged coalition partners. 

Mr Barak's own immediate response to 
the rioting inside Israel was to tell the police 
to curb it by whatever means they deemed 
necessary. He dismissed complaints that the 
police chief in the north of the country, Alec 





Burn, baby, burn, 


CAIRO 


T WOULD be disconcerting at any time 
to hear a Cairo cabbie say "Good for Is- 
rael!’ It is doubly odd in a week when Is- 
raeli troops have shot scores of his fellow- 
Arabs dead. Odd, at least, until the taxi 
driver adds bitterly that it seems to take 
such brutality to get the Arabs to agree 
about anything, even the sanctity of Jeru- 
salem. Well, agreed they have. If anything 
hasemerged from the past week's violence, 
it is the depth of the Arab conviction that 
the 140,000-square-metre part of Jerusa- 
lem's Old City they call the Haram al-Sha- 
rif rightfully belongs not just to Palestin- 
ians, but to Muslims as a whole. 
Since the eruption of what the Arab 
press calls “the battle for Jerusalem", a 
groundswell of fury has swept the region. 





Angry protesters from Morocco to Oman 
have burnt Israeli flags. The mosque ser- 
mons this Friday are sure to inspire more 
burnings. Demands for action to save Is- 
lam's holy sites have swamped the Arab 
Internet. A poll on arabia.com, a site pop- 
ular in the Gulf, found that 46% of respon- 
dents wanted to punish Israel's allies by 
cutting off Arab oil supplies. 

During an hour-long phone-in pro- 
gramme on the region-wide Jezira satellite 
television channel, every single caller be- 
rated Arab governments for failing to con- 
front Israel. A Jordanian insisted not only 


that Israeli and American diplomats 
should be expelled, but that the American 
secretary of state, Madeleine Albright, 
should be taken off Arab television screens 
because the sight of her was offensive, 

Old Middle East hands may be as in- 
ured to warnings that the "Arab street" will 
rise upas they are toclaims that Arab unity 
is imminent. Yet seldom has an event 
stirred such feeling as the sight of Ariel 
Sharon trampling on Muslim holy ground. 
Even the Arab world’s undemocratic gov- 
emments are having to sit up, listen and 
maybe do something. 

So far, however, that something has 
not amounted to much. Egypt's president, 
Hosni Mubarak, who likes to pose as the 
region's elder statesman, invited Mrs Al- 
bright, Yasser Arafat and Ehud Barak— 
who had already flounced out of talks in 
Paris—to a cooling-off session at the resort 
of Sharm al-Sheikh on October sth. Several 
countries raised the traditional call for a 
summit of Arab leaders, but then admitted 
it would take months to arrange. 

Others planned to send aid to the oc- 
cupied territories. Not very helpfully, Iraqi 
television broadcast pictures of Saddam 
Hussein in profile against Jerusalem's 
Domeofthe Rock, next to the words “Jihad 
to liberate the holy city", as if Iraq's strong- 
man was himself leading the charge. 








Egyptian students do their stuff 


Sympathy for the Palestinians is not 
the only thing to prompt these efforts. 
Across the region, it is Islamist opponents 
of Arab governments who have been at the 
vocal forefront of the anti-Israeli protests. 
If governments find themselves unable to 
calm the emotions roused by the Jerusalem 
issue, they may be forced into trying to 
capture the Islamic high ground for them- 
selves. This might require heeding the Is- 
lamists' strident demands to train and dis- 
patch volunteers to fight for Palestine. 
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Ron, had publicly pitted himself against the 
local Arab leadership, and lacked all under- 
standing of their concerns. 

By midweek, however, the prime minis- 
ter had taken wiser counsel. He promised a 
delegation of Arab mayors and members of 
the Knesset to set up an inquiry, under a 
judge or other public figure, to examine the 
violence and their allegations of wanton po- 
lice brutality. But it remains unclear whether 
Mr Barak can continue to rely on Arab politi- 
cians with their ten crucial seats in the 120- 
seat Knesset. If they turn against him, he has 
no hope of surviving an opposition chal- 
lenge when the Knesset returns from its 
summer recess, at the end of this month. 

His alternative survival option—assum- 
ing that peace talks are now off the agenda— 
was thought to be a unity government with 
Mr Sharon’s Likud. But, short of full-scale 
war in the Palestinian territories, that now 
seems unrealistic. Though Mr Barak has 
pointedly and repeatedly downplayed Mr 
Sharon’s responsibility for the week’s disas- 
ter, several influential Labour figures say 
they would rebel openly against any alliance 
with Mr Sharon. Ironically, the eventual po- 
litical winner may be Binyamin Netanyahu, 
the ex-prime minister, whose clearance by 
the attorney-general on September 27th on 
allegations of bribery was seen by some 
pundits as the real reason for Mr Sharon's in- 
sistence on conducting his high-profile tour 
on Temple Mount. It could also be the real 
reason why Mr Barak, who politically has 
much more to fear from Mr Netanyahu than 
from Mr Sharon, went along with it. 

Mr Barak doggedly refuses to abandon 
his dream that the peace process will still 
come right in the end. Sources close to the 
prime minister maintain that this latest 
bloodletting may yet turn out to be the last 
contortion of the conflict before it succumbs 
toa negotiated settlement, perhaps with the 
Jerusalem issues left in abeyance. Whether 
this indefatigableoptimism has survived the 
collapse of the Paris meeting is uncertain. It is 
difficult, through the current blood and 
smoke, to discern a brighter future. 








Morocco 


Children in the 
boiler-room 


FEZ 


INISTERS, attending a conference in 

the state-owned arts-and-crafts cen- 
tre in the medieval city of Fez, sip mint tea. In 
a back room, five-year-old girls huddle over 
looms, row upon row of them, weaving car- 
pets for tourists. The smallest stand on 
wooden boxes, their arms cut where their 
scissors have missed the wool. A seamstress 
beats time with a stick like a metronome, 
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Not at school, or on the 


rapping knuckles when attention slips. Par- 
ents receive about $10 a month for their 
daughters’ ten-hour days.The work contin- 
ues long after the ministers, self-professed 
socialists, have pulled away in their limos. 

Thanks to its children, Morocco pro- 
duces about 750,000 square metres of carpet 
a year. The bargain prices attract the tourists, 
who provide Morocco's major source of 
hard currency. A Unicef programme to en- 
sure that carpets carry child-free certificates 
was never applied to Morocco. Unicef's Mo- 
rocco director says that if it had been, the 
handicraft sector, the second-largest em- 
ployer, would have been crippled. 

Butchild labour is not just for the benefit 
of tourists. At railway stations and cafés, 
hordes of shoe-shiners armed with wooden 
foot-rests compete for commuters. Grocers 
hire children to man their cubby-holes 
through the night. And the number of child- 
maids is estimated at up to 1m. The only dif- 
ference between their lot and slavery is the 
payment, probably to their parents, of a pal- 
try $14 a month. Abuse is rampant, murder 
occasional. But the government resists regu- 
lation for fear of revealing the extent of its 
child workforce to the International Labour 
Organisation. 

Morocco made education compulsory 
in 1963. But 40 years on, the Ministry of Edu- 
cation admits that 2.5m children are out of 
school. King Mohammed has declared a ji- 
had to educate his one in two illiterate sub- 
jects. But child labour remains a major plank 
of the country’s economy. 

Does it matter? The government's advis- 
ers argue that child labour is the lesser of two 
evils. What is the point of an education, they 
ask, when the current system produces 
100,000 jobless graduates a year? In the cities, 
more than one in four of the workforce is un- 
employed. Child labour, say employers like 
Mohammed Ben Makhlouf, keeps children 
off the streets. Under the belching chimneys 
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of his pottery in Fez, Mr Ben Makhlouf hires 
young boy apprentices to fetch wood and 
fire furnaces for the manufacture of another 
zourist favourite, mosaics. "We give street 
kids a skill,” he says. 

Child labour is also defended in the 
name of tradition. In colonial times,a French 
resident-general, Maréchal Lyautey, aspired 
to preserve Morocco as a vastmuseumofthe — | 
medieval world topped with a feudal mon- 
archy. The late King Hassan upheld this pol- 
icy: his kingdom was the least educated in 
North Africa and talk of poverty was taboo. 

Unlike his father, King Mohammed 
speaks of modernisation and social de- 
velopment. He appears to recognise that his 
uneducated workforce is one of the biggest 
obstacles to growth. In his first-anniversary 
speech, he announced a "mission" to tum 
mosques into places of learning—at once re- 
gaining ground lost to the Islamists, and cut- 
ting costs on school-building. The govern- 
ment has also introduced a new education 
law to fine parents and guardians $80 if their 
children play truant. 

But without the means of enforcement, 
the law will prove little deterrent. In the face 
of an economic slump, employers are shed- 
ding adult employees and hiring children in 
their place. Child-power is replacing man- 
power:a child-maid costs a third the price of 
an adult. 

Aid workers say poor parents will con- 
tinue to raise children for income. “If they 
can't send them to work, they will send them 
to beg," says one relief worker. Peasants 
stricken by the drought and too poor to feed 
extra mouths hive their children off to cous- 
ins, or better still employers, in the cities. 

Not all the children arrive at their des- 
tination: Morocco has the highest propor- 
tion of homeless children in the Arab world. 
In the shadow of the capital's royal walls, 
strays pass the nights with their noses buried 
in plastic bags laced with glue. Social work- 
ers say that they finance their addiction with 
menial jobs, petty theft and prostitution. In 
Casablanca alone, the American State De- 
partment estimates that more than 10,000 
child prostitutes ply their trade. For a coun- 
try with pride in its traditional family bonds, 
Morocco is failing its future. 

— et: 





Congo-Brazzaville 


Renaissance 


BRAZZAVILLE 


HEN Congo-Brazzaville celebrated its 

4oth anniversary of independence in 
August, few mistook the fireworks for an 
armed attack. This, by itself, was an achieve- 
ment. That Brazzavillois, who have wit- 
nessed the ravaging of their city by heavy 
fighting twice in the past three years, should 
feel so secure is a sin of confidence in the 
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peace agreement signed in 
November 1999. The deal, be- 
tween President Denis Sas- 
sou-Nguesso and the Cocoye 
and Ninja militias, ended the 
latest bout of fighting, which 
had forced over a third of the 
country’s mostly urban 
population to seek refuge in 
the forests. 

These days Brazzaville, 
the capital, is undergoing a 
renaissance. Buildings de- 
stroyed in the 1997 war, 
which brought Mr Sassou- 
Nguesso to power, are being 
rebuilt, and landmarks, such 
as the city’s Elf tower, re- 
stored. The ceasefire has held 
astonishingly well: both the Ninjas and the 
Cocoyes are said to have put away their 
weapons—although only a token number 
have been handed in under the disarma- 
ment plan—and the entry of government 
forces into rebel-held areas is proceeding 
smoothly. Over three-quarters of the 
800,000 people who had been displaced 
have returned home. The rail link between 
Brazzaville and Pointe Noire, the coastal cap- 
ital, has been restored, bringing economic 
life back to the shattered land. 

The new-found stability is not a facade, 
but crucial issues remain unresolved. The 
peace deal calls for an all-inclusive “national 





That proud Elf tower 


dialogue” to be held between 
the main opposition leaders 
and the government. This 
will map outa transition per- 
iod and set a date for a presi- 
dential election. 

So far, there has been lit- 
tle progress. Mr Sassou- 
Nguesso has not revoked the 
death sentence imposed in 
absentia on Bernard Kolelas, 
a former prime minister and 
leader of the Ninjas, nor the 
20-year prison sentence 
handed down last year to ex- 
President Pascal Lissouba, 
who leads the Cocoyes. Nei- 
ther Mr Kolelas nor Mr Lis- 
souba provided their militias 
with the financial and military backing they 
needed in the war, so both have lost credibil- 
ity among their followers. 

Mr Sassou-Nguesso has so far had to 
make remarkably few concessions. But the 
perennial cause of war in Congo-Brazza- 
vile—ethnic divisions and discrimination 
between north and south—has not been re- 
solved, and the president, who comes from 
the less populated north, needs to convince 
southerners that his is truly a national gov- 
emment. As things stand, Mr Sassou- 
Nguesso knows he could not win a presiden- 
tial election. He would like, therefore, to put 
off holdingone for as long as possible. 





Angola 


America's good new friend 


LUANDA 


Recent discoveries of offshore oil are giving the Angolan government 
considerably more clout than it has ever had before 


NCE a Soviet protégé, the Angolan re- 

gime now has strong American sup- 
port. It did the switch with the merest chang- 
ing of spots. In the early 1990s, the Popular 
Movement for the Liberation of Angola 
(мрд) dropped both its Workers Party sub- 
title and its Marxist rhetoric. But it retained 
its army, its East German-trained security 
services and its horrendous bureaucracy. 

What has changed is American policy. 
The reason is oil. Angola, which currently 
produces up to 850,000 barrels a day, re- 
cently discovered deep offshore deposits, 
now up for sale. These will increase daily 
output to 1.5m barrels by 2004. And, if things 
go as expected, Angola will provide 10% of 
America's imported oil. 

In the 1980s, America, together with 
South Africa, backed and armed uwrra, the 
rebel movement led by Jonas Savimbi. The 
aim was not that the rebels should win—the 
war was considered unwinnable—but to 
bleed the Soviet Union, and force the thou- 
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sands of Cuban troops who were backing 
the MPLA out of Angola. In fact, it was An- 
£ola's peasants who bled, and were forced to 
flee their homes. 

In 1991, a peace deal led to an election 
which, despite American efforts, Mr Savimbi 
lost. The war restarted. A second peace 
agreement failed and the United Nations 
imposed sanctions on UNITA. But the gov- 
emment was just about as uninterested in 
peace as the rebels were. Nearly two years 
ago it launched a military campaign to anni- 
hilate uNrrA once and for all. Last week its 
troops took Cazombo, the last provincial 
capital held by the rebels. 

Officially, outsiders support the power- 
sharing peace deal negotiated in 1994. But 
several western countries, with America in 
the lead, are quietly supporting a govern- 
ment victory. An American company, pro- 
tecting American oil companies and Ameri- 
can citizens, uses aircraft with advanced 
night-vision technology to track guerrilla 





movements. This information is passed to 
the Angolan army. Rebel radio communica- 
tions, supplied by the Americans when Mr 
Savimbi was their ally, are intercepted, and 
that information too gets through to the An- 
golan government. 

An Israeli company has helped to pro- 
vide a radar system to track planes flying to 
UNITA areas. Angola's foreign minister has 
suggested that British support would be “re- 
warded" with a London-Luanda route for 
British Airways. Britain is also hoping that 
Shell, an Anglo-Dutch oil company, will get a 
slurp of the huge new offshore oil find. Ac- 
cording to western diplomats in Luanda, a 
stream of middle-ranking American officers 
has visited the capital in recent weeks. 

Western ambassadors are quieter on the 
subject of the government's disdain for hu- 
man rights, though they are keen that Presi- 
dent Jose Edouardo dos Santos should hold 
an election to "legitimise" his regime. Such 
anelection would be reminiscent of Stalinist 
days: the government is exceedingly unpop- 
ular but the weak and fragmented opposi- 
tion is hounded by the secret police. 

The government, backed by the Ameri- 
cans, is also trying to get the vast number of 
displaced people assembled in camps 
around the capital and other towns to retum 
to their villages. At present 1.9m of Angola’s 
12.6m people are being fed by the un’s World 
Food Programme and other aid agencies. But 
this year, America, which provides the bulk 
of Angola’s food aid, has cut it drastically, 
and is urging the uN to help those who return 
to their villages, and tocut food to those who 
stay in the camps. The countryside, how- 
ever, is still far from safe. Several areas desig- 
nated as safe to go back to in July and August 
have already been attacked. 

The Angolan government’s new west- 
ern-backed assertiveness is not limited to its 
own territory. Its troops protect the govern- 
ments of both its northern oil-producing 
neighbours. Three years ago, Angolan troops 
went to Congo-Brazzaville to restore Denis 
Sassou-Nguesso to power (see previous 
story). And in 1998, Angolan troops joined 
Zimbabweans and Namibians in defending 
the other Congo’s president, Laurent Kabila, 
against the rebels backed by Rwanda and 
Uganda. Angola and Congo have formed a 
joint company to exploit Congo's oil. 

But now there are signs that Angola is 
getting fed up with Mr Kabila's obdurate re- 
fusal to co-operate with his saviours. It is 
sounding out representatives of the armed 
rebels, and the unarmed political opposi- 
tion, to see if they might be willing to join Mr 
Kabila in a new transitional government. In 
this, they are being advised by some western 
countries, who refer to "our" task of forging 
the new government. But while pax Angola 
may have western blessing, it is causing dis- 
quiet in a region that is not at all sure that it 
wants an Angolan superpower. 
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Serbia on the brink 


KOLUBARA 


Fortified by a constitutional court ruling that he should stay, Slobodan 
Milosevic still refuses to yield to Vojislav Kostunica. What now? 


N Russia's corridors of power there was 

breezy talk of compromise, as though the 
struggle for power in Serbia was just a mis- 
understanding between two reasonable 
sorts who might be persuaded to meet in the 
middle. But in Belgrade, the signs were that 
Slobodan Milosevic, despite his defeat in last 
month's election, was digging in for the long 
haul. On Wednesday, his constitutional 
court had ruled that the first round of the 
election was annulled, and that he should 
stay in office until his term ends, meaning 
presumably until next June. And on the 
streets the next day his police started to use 
tear-gas and clubs against the demonstrators 
who had converged on the parliament 
building in Belgrade for a huge protest. 

The main confrontation earlier in the 
week had been at the Kolubara coal pits, 
south of Belgrade, which supply the fuel for 
about half the country's electricity, and the 
atmosphere there was serious. As police and 
opposition supporters had converged on 
Serbia's most important group of mines, 
there was a palpable sense that the crisis was 
nearing a point of decision. 

At mid-week, hundreds of police had 
been deployed at the scene of a strike that 
had been started on September 29th by 
workers who wanted Vojislav Kostunica, Mr 
Milosevic's challenger, to enjoy the fruits of 
his election victory—without having to go 
through the run-off ballot that Mr Milosevic 
had called for October 8th. When the con- 
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stitutional court annulled the entire election, 
opposition leaders sensed a trap. An initial 
attempt by General Nebojsa Pavkovic, the 
army chief, to scare the miners' leaders into 
surrender proved unsuccessful. Later, when 
the police called on the strikers to leave the 
mine, they were met with chants of “You are 
our police, be with your people!” 

Serbia'sopposition, and its international 
well-wishers, are, as usual, a bit confused 
over tactics. Mr Kostunica, a law professor, 
puts strong emphasis on legal action. Others 
see street protests and strikes as the most 
promising weapon. 

As for the would-be-mediating Rus- 
sians, they still appeared this week to be 
hedging their bets by insisting that the first 
ballot had been fair enough. Russia's Foreign 
Ministry praised the initial vote as a token of 
the “significant level of democracy" in Yugo- 
slavia, and the Duma seemed to think the 
voting had been fully up to its own country's 
impeccable standards. Russian officials 
cheerfully hailed the constitutional court's 
decision as an "opportunity" for more talks. 

Policymakers in Moscow, however, 
were careful to maintain contacts with Mr 
Kostunica, who is assumed to share the 
broadly Russophile sentiments that usually 
go along with Serb patriotism. At one point, 
Dmitri Rogozin, an influential parliamen- 
tarian, had suggested that both Serbia's con- 
tenders for power were en route to Moscow 
and would soon sort out their difficulties. 





President Vladimir Putin made clear that he 
was eager to receive the two Serbs as soon as 
hereturned from India on October sth. As he 
left Mumbai, he said his offer to mediate still 
stood, although Russia would “adjust its po- 
sition" in light of the new court ruling. 

In fact, any discussions in Moscow are 
likely to involve hard bargaining sessions 
about the ultimate fate of Mr Milosevic and 
his main lieutenants, all of whom have been 
charged with war crimes by the interna- 
tional tribunal in The Hague. 

Vladimir Lukin, a deputy speaker of the 
Duma, said Russia should be ready to offer 
Mr Milosevic asylum if that was the only 
way to avoid civil war in Serbia. Vladimir 
Zhirinovsky, the maverick who often says 
what others dare not, impishly predicted 
that Serbia's titans might make a deal similar 
to the one made, he claimed, by ex-President 
Boris Yeltsin and Mr Putin. In other words: “I 
yield power to you, you guarantee to spare 
me and my family from prosecution.” 

Whatever it might privately think, no 
western government could sanction an im- 
munity deal for Mr Milosevic without se- 
verely undermining the credibility of the 
war-crimes tribunal. A couple of years ago, 
America’s State Department was gravely em- 
barrassed by reports, indignantly denied, 
that it had floated the idea of a haven for the 
Serb warlords of Bosnia. And Carla Del 
Ponte, the Hague court’s Swiss prosecutor, 
has insisted that she wants to see Mr Milos- 
evic brought to trial. 

Mr Kostunica, for his part, has been fully 
engaged at home in trying to exercise some 
authority over a protest movement spinning 
out of control. At the strike headquarters in 
Serbia's rustbelt, it seemed this week as 
though the tide of rage was unstoppable. In 
the balmy sunshine, and encouraged by 
loud music interspersed with bulletins from 
an independent radio station, tension 
among the strikers rose steadily after the re- 
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gime had promised “special measures” 
against the miners’ stoppage. The strikers 
were unimpressed by threats from a pros- 
ecutor to press charges against 11 of their 
leaders. Postal and telecoms workers and, 
significantly, electricity workers were pre- 
paring to join the stoppage. In the suburbs of 
Belgrade, and in several other towns, there 
were power cuts of six hours ata time. 

Mr Milosevic has much experience of 
facing down street protests, by a mixture of 
police repression and divide-and-rule tac- 
tics. He knows which protests matter and 
which can be ignored. Though they make an 
impressive sight, demonstrations by tens of 
thousands of students, and frustrated mem- 


bers of Serbia’s ruined middle class, have 
posed little danger to the regime. At least in 
the first part of this week, the attempts to 
bring commercial activity to a halt in Bel- 
grade failed—although retailers in many 
towns denounced the electoral fraud by de- 
claring that shops were closed “because of 
robbery.” Paralysis of the energy industry 
would be far more threatening. 

Whatever happened in Belgrade, every- 
day life in towns such as Nis, Cacak, Kraguje- 
vac and Krajljevo was interrupted by big 
protests. In all these strongholds of the anti- 
Milosevic movement, popular local mayors 
were encouraging citizens to vent their rage 
firmly but peacefully. Lorry drivers, school- 
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teachers and factory workers left their jobs 
for barricades blocking roads. 

In time, the biggest unknown factor may 
be the loyalty of the police. In several places, 
including the vicinity of the president's resi- 
dence, they seemed unwilling to use draco- 
nian force. Rumours swept Belgrade early in 
the week that there had been a change at the 
top of the secret service. Having cleansed the 
army of all but loyal hacks, Mr Milosevic 
may have been purging other staff. 

As they consider their options, the presi- 
dent and his inner circle will take into ac- 
count both the street protests and the pres- 
sure from Moscow. On Thursday, he seemed 
to be hunkering down. 
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The European Union 


It's time to agree to differ 


BRUSSELS 


After Denmark's rejection of the euro, and with enlargement looming, the 
European Union must learn to live with dissent 


HE rule used to be that the European 

Union made big decisions by consensus. 
At the limit, governments would settle for an 
illusion of consensus, as they did when de- 
signing the single currency at their Maas- 
tricht summit in 1991. They talked as if all 
countries would “opt in” to the euro in due 
course, even if some stayed out at first. 

Denmark’s vote to reject the euro has 
shattered that particular fiction—and, with 
it, the idea that the ки can aim to goon agree- 
ing on all big things. The members divide 
openly on the biggest ки project of all, mone- 
tary union, with 12 in and three out. They 
look set to remain divided for years yet. 

Admit that the Union is divided deeply 
by monetary union, and perhaps you can 
begin admitting that it is divided by lots of 
other basic things. There are deep disagree- 
ments about the desirability of truly open 
borders, about the need for common tax 
policies, and about the feasibility of a com- 
mon defence policy. 

Not that all countries were 
really unanimous about many of 
the policies the Union adopted in 
years gone by. They horse-traded 
defeats here against victories there. 
The badly hurt were soothed with 
bribes, flattery and get-out clauses. 

The message of the Danish vote, 
that Europe must learn to live with 
dissent, even on fundamentals, 
comes none too soon. Consensus is 
doomed in any event by the ap- 
proaching expansion of the Union 
into Central Europe. The club may 
gain a dozen or so new members in 
the decade ahead. All are, or should 
be, fine countries. But together they 
will create a Union that is far more 
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diverse geographically, economically, cul- 
turally and politically even than it is now. 
Even general discussion, letalone agreement, 
will become difficult with 27 ministers or 
ambassadors all expecting equal time at any 
given meeting. So the question becomes: 
what other principle, if not consensus, can 
guide the Union towards further integra- 
tion? There are three possible answers. 

The first is to say the Union should think 
less about big new adventures, more about 
using better the powers it already has. That 
has been roughly the British position, save 
that Britain is keen on more European for- 
eign and defence policy. Tony Blair was due 
tooutline his vision for Europe in a speech in 
Warsaw on October 6th, calling for enlarge- 
ment to begin in 2004. 

The second big option would be for gov- 
ernments to accept a more supranational 
Union. They would rely more on the institu- 
tions of Brussels, the European Commission 





Prodi wants more for his commission 


and the European Parliament. And they 
would decide more things by majority vot- 
ing among themselves, instead of insisting, 
as now, on unanimity in all basic and 
controversial policy areas. 

The commission’s president, Romano 
Prodi, gave an uncharacteristically provoca- 
tive speech this week, urging governments to 
make this choice. He said they should give 
the commission a more central role in econ- 
omic policy, and in foreign and security pol- 
icy too: the Union’s “high representative” for 
foreign and security policy should be moved 
into the commission. The current holder of 
the job, Javier Solana, answers directly tona- 
tional capitals. This proposal must have 
come as a surprise to Mr Prodi’s own com- 
missioner for external relations, Chris Patten. 
Only last month Mr Patten wrote to this 
newspaper describing as “untrue” our view 
that the commission was “attempting to se- 
cure greater powers in the field of foreign and 
defence policy”. 

The third big option for the Union, in lieu 
of consensus, would be to make life easier for 
sub-groups of countries that wanted to pur- 
sue new projects among themselves. In EU 
jargon, this idea is called “flexibility”, or “en- 
hanced co-operation". Less enthusiastic 
members could stay out of such projects. But 
they would lose the power, which they have 
under current ки law, to block 
them. 

Flexibility is favoured by Pres- 
ident Jacques Chirac of France. He 
argued for it in June in a speech in 
Berlin, and did so again this week 
in Dresden. He chose German au- 
diences on both occasions, be- 
cause he thinks, with the aid of 
flexibility, that France and Ger- 
many could together lead a new 
"pioneering group" of countries, 
giving the lead, in turn, to the rest 
of Europe. 

Of these three big options for 
the European Union, more supra- 
nationalism has the least chance 
of prevailing. Most governments 
and most voters dislike it. Flexibil- 
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Growing pressure to do 


the right thing 


By Katby Bryant, Director HRMS Product Strategy 


PeopleSoft Asía Pacific 


Is human resource strategy in today's workplace shifting from 'doing things 
right’ to ‘doing the right thing? 


The phrase ‘doing things right’ refers to a system in which employees 
were encouraged and trained to carry out defined tasks in defined ways 
within hierarchical organisations, ‘Doing the right thing’ means having 
the skills to collect and analyse information so that individuals and teams 
can make decisions based on sound, up-to-date knowledge and then 
implement those decisions 


Value is created by the ability to recognise change, analyse it and come up 
with creative strategies to deal with it and take advantage of it 


When the knowledge age arrives in the next five years, people, rather than 
physical assets, will be a company's ‘value store’. As a result, training will 


be crucial, both for workers and employers 


Workers will want to ensure they add to their skills and knowledge to stay 
in demand, while employers must ensure their recruitment and training 
programs together maintain the range of skills they have identified as vital 


to their business 


New e-business software systems will enable employers to gather training 
content which can be then handed on to employees. Workers with access to 
this sort of training will be able to pick and choose their own self-directed 
training programs. 


In а work environment where training is widely available and workers are 
encouraged to add competencies and knowledge for pay, the emphasis will 
go on measuring results. Possible measurements will include keeping track 
of how many people are involved in а range of activities; business turnover; 
revenue per employee and 

Kathy Bryant, Director HRMS Product 
Strategy, PeopleSoft Asia-Pacific 


employee productivity 


When knowledge becomes 
the core of a business, 
tracking the performance of 
human capital will be vital 
Measurement will centre on 
results more than on effort 
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ity has the best chance. Even Britain has 
warmed to its possibilities. A new treaty due 
to be signed at the end of this year in Nice, 
preparing the Union for enlargement, will 
probably provide for it. 

But what then? Perhaps not all that 
much. Despite their occasional outbursts of 
Euro-rhetoric, both Mr Chirac and Gerhard 
Schróder, Germany's chancellor, are prag- 
matic and fairly conservative in European 
policy. If they want their countries to lead 
the zu, itis not out of burningenthusiasm for 
a United States of Europe, but because they 
reckon they can best advance their national 
interests that way. 

Flexibility might lead to some interesting 
practical projects quite quickly, if France and 
Germany wanted to put their stamp on 
things: a common regulator for securities 
markets within the euro-zone, say, or the 
pooled ownership of some big transport 
planes for Europe’s armies. 

But fears of a “two-speed Europe” are 
premature. Even with flexibility in place, 
more radical projects, the sort that voters no- 
tice, will be much too risky. They will come 
only when the euro has bedded down prop- 
erly, enlargement is well under way and, not 
least, when the Eu regains some solid popu- 
larity with the people who live in it. The first 
of those things is probably a year or two 
away. The second is at least five years away. 
And the third may be more distant still. 


— 





Denmark 


What next? 


COPENHAGEN 


HE Danes rejection of the euro, by 53% to 

47%, was a brutal blow for their Social 
Democratic prime minister, Poul Nyrup 
Rasmussen, who has run the country since 
1993. Some 60% of those who usually vote for 
his party are reckoned to have disregarded 
his advice and voted no. Is Mr Rasmussen 
now doomed? And who has benefited most 
from his discomfiture? 

Certainly, he is badly wounded, and in 
the long run probably mortally. But he 
shows no sign of falling on his sword soon. 
After all, the entire party leadership cam- 
paigned for the euro alongside him. Henrik 
Dam Kristensen, the bright young social- 
services minister widely touted as the heir- 
apparent, was the most prominent of the ja- 
campaigners—and has been tainted by de- 
feat too. The Social Democrats have no other 
obvious election winner to hand. 

Most fancied to be Denmark’s next 
prime minister is Anders Fogh Rasmussen 
(norelation to Poul Nyrup). He leads the free- 
market Liberals, who are doing well in the 
opinion polls. But a general election does not 
have tobe held until March 2002. Besides, the 
euro referendum was by no means a left- 
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STOCKHOLM 


T WAS not quite what the planners had 

in mind when Sweden and Denmark 
opened their expensive bridge across the 
Oresund strait in July. After an early boost 
from summer tourism, car crossings have 
fallen sharply, while trains now connect- 
ing Copenhagen, the Danish capital, and 
Malmo, Sweden’s third city, are struggling 
to run on time. Many people think the 
costs of using the bridge are simply too 
high. And, from the point of view of 
Scandinavian solidarity, the traffic is 
embarrassingly one-sided: far more 
Swedes are going to Denmark than vice 
versa. So last week the authorities decided 
to knock almost 50% off the price of a one- 
way crossing for the last three months of 
this year. 

The two governments, which paid 
nearly $2 billion for the 16km (10-mile) 
state-owned bridge-cum-tunnel, reck- 
oned that, above all, it would strengthen 
economic ties across the strait and create, 
within a few years, one of the fastest- 
growing and richest regions in Europe. But 
ministers on both sides of the water, espe- 
cially in Sweden, have been getting edgy 
about the bridge’s teething problems. Last 
month Leif Pagrotsky, Sweden's trade 
minister, called for a tariff review: the cost 
of driving over the bridge, at SKr255 
($26.40) each way, was too high to help in- 
tegrate the region's two bits. 

Businessmen have been complaining 
too. Novo Nordisk, a Danish drug firm 
which moved its Scandinavian marketing 
activities to Malmo to take advantage of 
"the bridge effect", has been urging Dan- 
ish staff to limit their trips to Malmo by 
working more from home. Ikea, a Swedish 
furniture chain with headquarters in 
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Denmark, has banned its employees from 
using the bridge altogether when travel- 
ling on company business, and has told 
them to make their crossings—more 
cheaply if alot more slowly—by ferry. 

The people managing the bridge con- 
sortium say they always expected a dip in 
car traffic from a summer peak of 20,000 
vehicles a day. But they admit that the 
current daily flow of 6,000 vehicles or so 
must increase if the bridge is to pay its way 
inthelongrun.So they are about tolaunch 
anew advertising campaign. And they are 
still upbeat about the overall trend: com- 
mercial traffic is indeed going up. The 
trains have carried more than 1m passen- 
gers since the service began in July. 

Certainly, the bridge is having some 
effect. Many more Swedes are visiting the 
art galleries and cafés of Copenhagen; 
more Danes are nipping northwards over 
the strait. Some 75% more people crossed 
the strait in the first two months after the 
bridge’s opening than during the same 
period a year before. 

Other links are being forged too. Mal- 
mo’s Sydsvenska Dagbladet and Copen- 
hagen’s Berlinske Tidende newspapers 
now produce a joint Oresund supple- 
ment every day, while cross-border ven- 
tures in health, education and informa- 
tion technology have begun to bear fruit. 
Joint cultural ventures are also under way. 

And how about linking eastern Den- 
mark more directly with Germany’s Baltic 
Sea coastline, enabling Danes to go by 
train from their capital to Berlin in, say, 
three hours? Despite the Danes’ nej to the 
euro, it is still a fair bet that this last much- 
talked-about project will, within ten 
years or so, be undertaken. 
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versus-right affair. The Liberals also cam- 
paigned keenly for a yes vote, yet a good 
third of those who generally back them said 
boo to the party's leaders over the euro. The 
Liberals Mr Rasmussen comes out of the 
battle almost as bruised as his Social Demo- 
cratic namesake. 

On the right, Pia Kjaersgaard's anti- 
immigrant nationalists of the Danish Peo- 
ple's Party, whostressed a perceived threat to 
Denmark's national identity if the euro were 
embraced, are cock-a-hoop. Her party's rat- 
ings have gone up from about 7% at the last 
general election to around 12%. But no main- 
stream party on the right, such as the Liber- 
als, is likely to team up with her to form a 
government. Moreover, many people on the 
old-fashioned left (including Social Demo- 
crats) also rallied to the nej-sayers, because 
of the euro’s threat—as they saw it—to Den- 
mark's generous welfare system. 

In geographic terms, the vote was evenly 
spread from island to island, from farmland 
to town. Only a handful of constituencies in 
the industrial heartland of Jutland, the big- 
gest chunk of Denmark, voted yes. So, still 
more strongly, did rich suburbanites to the 
north of Copenhagen, the capital. Indeed, if 
there was a social division over the euro, it 
was between rich Danes, who mostly voted 
in favour, and welfare-dependent or public- 
sector people, who tended to vote against. 
Women were generally more anti than men. 

The biggest mistake of the euro-vaunters 
was to stress the currency’s hoped-for econ- 
omic benefits, while insufficiently attending 
to Danish worries about a feared erosion of 
political sovereignty. Nonetheless, it is pre- 
cisely in this area that Danish politicians 
who sought a yes-vote are now most 
gloomy. For the Danish government now 
says it does not intend to hold any more ref- 
erendums during this parliamentary term. 

So Denmark’s opt-out on defence co- 
operation within the eu will stay. It may be 
harder for Denmark to continue to “punch 
above its weight” in the world. And Mr Ny- 
rup Rasmussen may find it harderstill, when 
he attends the u's grand summit in Nice this 
December, to vote against plans to reform 
the Union’s institutions by—among other 
devices—giving less clout to small countries. 

a= a 





Sweden 
Hesitant, again 


STOCKHOLM 


ORAN PERSSON always knew he faced 

an uphill task in persuading Sweden's 
wary voters to embrace the euro. The Social 
Democratic prime minister now faces an 
even trickier job after Denmark’s rejection of 
the currency in last month's referendum. 
Publicly, Mr Persson plays down his disap- 
pointment over the Danish nej, claiming it 
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BRUSSELS 


SMALL change in a small country, you 
might say sniffily of this week's royal 
succession in Luxembourg. Grand Duke 
Jean, 79, was due to abdicate on October 
7th in favour of his son Henri, 45. The cere- 
mony was first planned for September 
28th, but postponed when Henri’s youn- 
ger brother, Guillaume, was badly hurt in 
acar accident. 

A small country Luxembourg may be, 
with just 400,000 people in its 8okm (50- 
mile) wedge of territory. But give the old 
grand duke his due. He has a fair sweep of 
Europe's history behind him, ancient and 
modern. Descended from the royal 
houses of both Bourbon and Nassau, he 
can trace his lineage back directly to 
Hugues Capet, arguably the first true king 
of France, crowned in 987. 

The grand duke made some history of 
his own by volunteering for the British 
army in 1942, after his family had fled the 





Nazi occupation. He landed in Normandy 
in June 1944 as a lieutenant with the 3rd 
Battalion Irish Guards, and rode in to lib- 
erate Luxembourg that September at the 
head ofthe Allied troops. The Irish Guards 
welcomed him back as Colonel of the 
Regiment in 1994. 

He succeeded his mother as constitu- 


Succeeding in Luxembourg 
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Ducal swap: Henri for Jean 


tional monarch in 1964. Modest as his part 
initsgovernment may have been, Luxem- 
bourg has run like clockwork ever since. It 
has Europe's strongest public finances, its 
lowest unemployment rate, and incomes 
almost twice the EU average. 

The grand duke's retirement will be 
similarly orderly. He handed his legisla- 
tive powers over to Henri in 1998, and last 
year said he would abdicate. He also de- 
cided, modestly but usefully, that Luxem- 
bourg’s quota of euro coins, commis- 
sioned in 1998 for circulation in 2002, 
should have Henri's head on them and 
not hisown.Small change, indeed; but ad- 
mirably managed. 








will have a negligible effect on its larger Nor- 
dic neighbour. Yet already he is making 
noises intimating that the referendum he, 
earlier this year, had promised Swedes may 
be delayed— perhaps until as late as the au- 
tumn of 2004. Had the Danes voted yes, 
Swedes would have probably been due to 
have their say in the autumn of 2002, after a 
general election that the Social Democrats 
look quite likely to win. 

The ex-communist Left Party, which 
backs Mr Persson's minority government in 
parliament but is against the euro, has been 
quick to tackle the prime minister over dates. 
Mr Persson now professes to be “in no rush” 
to have a referendum. He insists, as he has 
before, that the Swedes will not have to vote 
until their economy is more closely aligned 
with the euro-zone's. Its wage settlements, in 
particular, need to be more closely in step. 

Meanwhile, the Swedish economy is do- 
ing rather well. With a floating krona, low in- 
flation, low interest rates, booming exports 
and falling unemployment, fears that the 
currency might come under speculative at- 
tack without the protection afforded by euro 
membership seem less potent. 

So Mr Persson may be wise to play for 
time. The Swedes, who voted by a narrow 
margin in 1994 to join the Eu, are among its 
most grudging members. Opinion polls con- 


sistently suggest that most Swedes are 
against joining the euro. The latest poll, taken 
just after the Danish vote, suggests that only 
31% of the Swedes, the lowest figure ever, 
would say yes, while 42% would say no. 

Mr Persson is mindful, too, that a full- 
blooded debate on the euro could damage 








Persson dislikes dates 
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relations with the Left and with the Greens; 
both parties co-operate with the Social 
Democrats in parliament, and both are 
euro-sceptical. Moreover, the Social Demo- 
crats are themselves spliton the issue. 

Few Swedes believe that the Danes have 
put the kibosh on their chances of joining 
the euro ү ever. But: no nger does it seem 





ROME 


T IS the most generous budget for a very 

long time, says the government; a cheap 
electoral ploy, sneers the opposition. In any 
event, Italy's taxpayers, for the most part, 
seem pleased. 

No wonder. Jointly unveiled on Septem- 
ber 29th by the prime minister, Giuliano 
Amato, and his treasury minister, Vincenzo 
Visco,itcertainly gives a lot away. It proposes 
tax cuts and benefits worth some 41 trillion 
lire ($18 billion). Italians, said Mr Visco, will 
pocket some 13 trillion lire this year, once 
parliament approves the package. Next year 
they should get the rest. 

The cuts and benefits, Mr Visco delight- 
edly explained, are across the board. Income 
and corporation taxes will go down, the 
minimum pension will go up. Every Italian is 
due to get a bonus of 350,000 lire in his pay 
cheque in December, twice as much if he 
earns less than 12m lire a year. The taxes lev- 
ied by the central authorities on Italians’ 
main residences will be abolished, though 
local housing tax will stay. Medicines should 
becheaper, child benefits more generous. An 
average family (on an income of around som 
lire a year) will be around 800,000 lire better 
off. People eaming more than three times as 
much stand to gain 2m lire. 

The opposition alliance on the right is 
rattled. Silvio Berlusconi, the media tycoon 
who leads it, says that he and his allies them- 
selves proposed some of these cuts during 
their brief spell in power six years ago. Giulio 
Tremonti, the shadow treasury minister, has 
accused the government of “simply giving 
back part of what they have stolen from tax- 
payers in the past few years”. But theopposi- 
tion, he says, will vote for some of the items 
in the budget, such as the rise for minimum 
pensions and aid to the south. 

Many of the cuts have been made possi- 
ble, says the government, by larger-than-ex- 
pected tax revenues. One reason for the new 
plenty is that Italians seem to be paying their 
taxes more assiduously, in the face of more 


— sophisticated and computerised tax collec- 


tion. And now, says the government, the tax- 
payer needs a leg up, after almost a decade of 
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ATHENS 


OT since Roman times, when local 
athletes squared off in a grassy sta- 
dium in southern Greece against strong- 
men from around the empire, have the 
Greeks done so well at an Olympic games. 
They brought home 13 medals from Syd- 
ney, and not just in unglamorous events 
like weightlifting. Greek sprinters, gym- 
nasts and a female discus-thrower all ex- 
celled. But will Costas Kenteris, the sur- 
prise winner of the 200m race, and his 
team-mates have a chance to defend their 
titles in Athens in 2004? 
Whispers were heard in Sydney that 
the International Olympic Committee 
(ос) may take the games away from Ath- 





an efficient but dull Olympiad in 1988, or 
perhaps Barcelona, scene of the much- 
praised and profitable 1992 games. The 
reason? Preparations in Athens are lagging 
so far behind schedule that the Greeks 
may be unable tocatch up. 

Athens 2004, the organisation prepar- 


mark—steep for a capital that claims. to 
have over 70% of the necessary sports fa- 
cilities already in place. The precise site of 
the Olympic village has still to be deter- 
mined. Environmentalists are waging a 
campaign against plans to transform 
marshland used by rare birds into an 
artificial lake for the rowing events. 
Worries about security were re- 
vived by the assassination in Athens 
| in Juneofa military attaché from the 
| British embassy. The killing was 
| claimed by November 17,a left-wing 





Greek terrorist group that has oper- 
ated with impunity for 25 years. 

Jacques Rogge, the тос official 
| charged with supervising progress, 
| has already warned the Greek gov- 
ernment that it could lose the games. 
| In response, Costas Simitis, the 
prime minister, declared he would 
take personal responsibility for their 
success. He sacked the bosses of Ath- 
ens 2004 and brought back Gianna 
| Angelopoulos-Daskalaki, a tough 
| 





austerity that started in 1992 when Mr 
Amato himself, in an earlier stint as prime 
minister, wielded the knife to stop Italy’s 
public finances running out of control. In 
1997, the then prime minister, Romano 
Prodi, made his compatriots tighten their 
belts again, to get Italy into the first batch of 
countries adopting the euro. 

Could Mr Amato, a technocrat who is 
letting the more outgoing Francesco Rutelli, 








Greece’s Olympic worry 


ens and give them to Seoul, which staged © 


ing for the games, is plagued by infighting. : 
'| +The budget is set to soar past the $3 billion 






































Cretan lawyer 
Greece's Olympic 
The wife of 
aire, she has decli 
self. But she is ut 








for another inipé = 


has raised the stake: 


Australian: government's example ané 
appoint a minister for the Olympics. 

Running the Games should pose few 
challenges for a prime minister who has . 
brought the budget under control, rescued. 
Greece's image within the Eu and shoe 
‘horned his country, from next January. 
-into the euro-zone. But unless he make: 
the Olympics a priority, he and Greec 
may miss the glory next time altogether. 












mayor of Rome, lead the leftintonext yea 
election, have offered still more? Not easi 
Worries persist. The public debt still stand 
at 110% of сюр. Italy’s infrastructure, espe 
cially its clogged roads, needs cash badly 
And the government shows no sign 
wanting to tackle really tricky problems, 
such as the country’s unaffordable pension: 
system. | 


ОЁ 2002, Mr Chirac will need more 











Jacques Chirac, France's changeable president 


HEN the French describe Jacques Chirac, they always stress 
their president’s “warmth”. He is chaleureux, in welcome 
* contrast to his predecessors, the cynically brilliant Socialist, Fran- 
€ois Mitterrand, and the loftily brilliant Ce Valéry Gis- 
card d'Estaing. Unlike the many political graridees who hold 
themselves aloof from lesser mortals, Mr Chirac has that Clinton- 
esque knack of making everyone he meets feel important. 
~ But to what effect? Mr Chirac is a powerful head of state yet 
nota head of government. After his disastrous decision in 1997 to 
dissolve parliament and call an early parliamentary election, 
France's government is no longer formed by his own Gaullist, and 
:; soconservative, Rally for the Republic (RR). Instead, the president 
must “cohabit” with the leftist coalition of a Socialist prime minis- 
«ter, Lionel Jospin. Besides, Mr Chirac’s political past, notably his 
tenute from 1977 to 1995 as mayor of 
Paris, is undergoing a discomfiting 
_ scrutiny: the videotaped testimony of 
| са now-dead крк man accuses Mr 
^ Chirac of complicity in illegal fund- 
|; raising. So when the next presidential 
.. élection is held, probably in the spring 


than just his charm to defeat Mr Jos- 
ріп and prolong his residence in the 
`. splendid Elysée Palace. 

~~ Ontheotherhand,anotherChirac 
characteristic is luck. When things go 
awry, somehow the fates forgive him. 
. Take, for example, the catastrophe of 
the 1997 election, which was called to 
give Alain Juppé’s centre-right gov- 
‚ emment a mandate to bring in the 
:euro but which was quite unneces- 
вагу, since the conservatives con- 
trolled not just the presidency but 
four-fifths of the National Assembly, 
| two-thirds of the Senate and 19 of the 
. 22 regions of mainland France. The 
|. overnight loss of parliament to the left 
‘plunged Mr Chirac into depression 
апа his entourage into despair. Yet 
. within two years the economy had 
“perked up, France had won football's 
World Cup, Mr Chirac’s daughter 
-. Claude, his closest confidante, had done marvels for his image, 
гапа he was once again riding high in the opinion polls. Yet none of 

. this was actually due to any real achievements of his own. 
| Or take the posthumous video, angrily dismissed by Mr Chir- 
| аса a “calumny” and an “outrage”. Scarcely had it hit the head- 
. lines last month than it was discovered that the original tape had 
| "been in the possession of Dominique Strauss-Kahn, a friend of Mr 
Jospin’s and until last year France's finance minister. Suddenly it 
| was the left, not Mr Chirac, reeling from embarrassment, with Mr 
| Strauss-Kahn т (yet again) the investigators, not Mr Chirac, 
who conveniently benefits from a Constitutional Council ruling 

: last year that a president has immunity while still in office. 
Good politicians, of course, make their own luck. Part of the 
Chirac appeal is that he is not just another cloned énarque, a grad- 
| uate of the Ecole Nationale d'Administration that supplies the 
“governing elite. As a young man he hawked a Communist news- 
"paper on the Paris streets and washed dishes in an American 
diner. On the presidential website there is a photograph of the 








young Chirac looking like James Dean. He still loves watching 
sumo wrestling and is fascinated by oriental and African art. 

Against that background, it is easy to forget that the unconven- 

tional but well-born Mr Chirac has paid all the conventional dues 

to earn bed and board in the Elvsée: smart schools in Paris; two 

years at ENA, where he did pretty well; and, most important, an | 

early government attachment to a Gaullist prime minister, and | 

later president, Georges Pompidou. By the time he reached the | 

Elysée in 1995, Mr Chirac had been several times a junior minister, | 

three times a senior minister and twice a prime minister. Along the | 

way he had been secretary-general of one (now defunct) political | 

party and founder of another (the крк, set up in 1976);he had ruled | 

Paris as mayor for 18 years; and he had reinvented himself as a | 

country toff, complete with parliamentary seat and chateau in the | 

Corrèze, about as deep as you can get | 

into la France profonde. By any mea- | 

sure, itis a stellar curriculum vitae. | 

And yet, in the end, it disappoints. | 

Mr Chirac, the standard explanation | 

goes, bends too easily with the wind. | 

Once, for example, he was suspicious | 

of European integration and of Ger- | 

man ambition; now, witness his | 

speech to Germany's parliament in | 

June, echoed at a ceremony this week | 

in Dresden to celebrate ten years of 

| 

| 

| 

| 

| 
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German unity, he thinks France and 
Germany should lead a "pioneer 
group”, leaving others in an expanding 
EU to catch up if they can. This, say his 
supporters, shows merely that Mr 
Chirac is adaptable and pragmatic, 
rather than ideological and obstinate. 

Maybe so, but what should one 
make of his belated conversion, 
blessed by a referendum last month, 
to the concept of a five-year presiden- 
tial term rather than aseven-year one? 
Mr Chirac explains that һе wants to 
"modemise" French democracy. Cyn- 
ics, however, note that he will be al- 
most то by 2002: given rumours of ill- 
health, a shortened term might make 
him more appealing to the voters. 

Will the French take the bait? The critics forget that Mr Chirac 
has serious ideas for the defence of Europe, wants France to play a 
big part in the Middle East, and is also the first president to con- 
front his country's inglorious record under German occupation. 
Instead, they say he is all bombast. Where, they ask, is the vision to 
match the commitment to Europe of Mitterrand and Mr Giscard 
d'Estaing? Why has he not reacted to the weakness of the euroor to 
Denmark’s decision to reject it? Why has he said almost nothing 
about Mr Jospin’s controversial plan to devolve power to Corsica? | 
Perhaps, as his old rival Mr Giscard d'Estaing has been known їо | 
say, Mr Chirac is simply “not up to the job" | 

In which case, how satisfying it will be for Mr Chirac if he has | 
the last laugh. Much may depend onthecalendar:as things stand, | 
the parliamentary election will be held just before the presidential | 
one. With the right in disarray and scandal pressing ever closer to | 
its leader, the left should surely be feeling confident. In fact, they | 
are not. They know all too well that President Chirac is experi- | 
enced and canny. And don't forget that celebrated chaleur. | 
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NO TWO EYES SEE THE SAME WORLD 
cO ыш ا وو‎ ди NO TWO BUSINESSES ARE IDENTICAL. 


AND NOW ONE COMPANY CREATES 
INTERNET SOLUTIONS UNIQUE TO YOI 
DNA, which is why at Fujitsu, a US$50 


billion global provider of IT and telecommunications solutions, we approach every Internet 
challenge individually. With 60,000 IT service and support professionals and operations 
in over 100 countries, no matter where you are, we're right at your side. Observing your 
business from your perspective. Understanding your objectives. Responding to your customers. 
And selecting from our complete range of leading-edge solutions the unique combination 
that will deliver tangible business results for your business. A one-to-one solution 


designed specifically for you. It's not just the way we conduct business. It's in our genes. 
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projects. Helping with an advanced fleet of trucks 
equipped with dashboard computers and global- 
positioning satellite technology which can deliver 
to building sites more efficiently. Helping with a 
35,000 metric-ton floating silo which can store 
and supply cement wherever our customers need 
it. Helping because we can—as the largest trader 
and most efficient producer of cement on Earth. 


CEMEX is helping because where else would an 
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Thrills and spills 


KY DAYTON, a young man with an engaging 
manner and a head injury from surfing, draws a 
picture of a funnel on a whiteboard. It shows what 
the constraints of bandwidth do to the entertain- 
ment industry. The wide bit, he explains, is creative 
talent, and the narrow bit is the filter that de- 
termines which part of the creative people's input 
| makes up the industry's output. The filter is the stu- 
dios and the networks—“Some guys in a room with 
| cigars, throwing darts at a schedule," says Mr Day- 
| ton, co-founder of eCompanies, an Internet incu- 
i bator in Los Angeles, and previously, at 22, of Earth- 
| Link, an Internet service provider. “The stuff that 
| gets through the filter isn’t the best stuff.” 
| Then Mr Dayton rubs out the funnel and draws 
| two parallel lines. The filter has gone. The output is 
| as wide as the input. This is every frustrated screen- 
| writer's and director's dream: access to the audience 
| without having to go through the hell that is Holly- 
| wood. This is the vision of the digital distribution of 
| 
| 
| 
| 
| 
| 
| 





entertainment, as preached by venture capitalists 
and assorted seers over the past decade: a world of 
unlimited bandwidth in which the barriers to entry 
into the entertainment business will fall so dramati- 
cally that everybody could be their own studio and 
their own network. 

The vision of unlimited bandwidth has sucked 
billions of dollars of investment into e-entertain- 
ment. Some of it has gone to fund the start-ups (such 

| as eCompanies' latest venture, Icebox) that were 
| supposed to displace the big media companies. 
| Some of it has come from the big entertainment 
| companies, which were terrified by the challenge 
they thought the start-ups posed, but also excited 
by the benefits the web seemed to promise. 

The Internet offered much more to the media 
companies than it did to most consumer businesses. 
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Clothes and grocery retailers may take orders 
through their website, but they still have to send 
round a man with a van to deliver the parcel. The 
entertainment business, by contrast, should be able 
to deliver its goods over the Intemet. The factories, 
the distribution networks and the shops should be- 
come redundant, leading to huge cost savings for 
the Internet companies. 

What is more, advertising on the Internet should 
be more valuable than in the old-media world. Now 
that companies can target specific groups of con- 
sumers, fewer advertising dollars should be wasted. 
And now that consumers can click on ads, and buy 
the products direct, advertising should be more eas- 
ily translated into purchases. More valuable ad- 
vertising should mean more cash for the companies 
whose revenue comes from advertising. 


In your dreams 


But the reality has not matched up to the vision. 
"The Internet is a zero-revenue business for tradi- 
tional media companies," according to a recent re- 
port from Jupiter, one of the two best-regarded In- 
ternet consultancies. The two main problems 
Jupiter identifies are the difficulties of distributing 
content on the Internet, and consumers' unwilling- 
ness to pay anything for content beyond what they 
are already paying for Internet access. 

The music, text and picture businesses on the 
Internet all suffer from one or other of these pro- 
blems, or both. Music is quite easy to distribute on 
the Internet, but nobody has ye: found a way of 
persuading people to pay for it. Text delivery is 
straightforward, but nobody is buying those little 
portable electronic-book readers into which to 
download the words. And pictures cannot yet be 
delivered through the Intemet reliably enough, and 
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toa standard that makes them worth watching. 

In the old, physical world, the entertainment in- 
dustry has two revenue streams: subscription and 
advertising. But in the new, electronic world, there 
are few things that consumers seem willing to pay 
for. They boil down to the Wall Street Journal (if it 
will forgive its categorisation as entertainment), 
same games and a good deal of pornography. As for 
advertising, where exponential growth was due to 
start any time now, the graphs are in the process of 
being redrawn. 

Interactive television, which has got further in 
Europe than in America, looks like a more promis- 
ing way ahead for the entertainment business than 
the Internet. But doubts remain even there. In Brit- 
ain, for instance, which is leading the switch from 
analogue to digital television, the satellite and terres- 
trial companies pushing the changeover have been 
giving the set-top boxes out free, and nobody is pay- 
ing for anything much yet. The entertainment in- 
dustry, which had put aside its scepticism and 
thrown itself into this enthusias- 
tically, is now in a state of confu- 
sion. The future is looking 
increasingly uncertain. “Nobody 
knows anything" the screen- 
writer William Goldman's man- 
tra about Hollywood, is truer 
than ever. 


What went wrong 


Nicholas Negroponte has a lot to 
answer for. Back in the early 
19808, this media guru drummed 
up some money from a lot of 
publishing, entertainment and technology compa- 
nies and set up the Media Lab at the Massachusetts 
Institute of Technology. A great salesman with one 
of the most valuable contact lists in the business, Mr 
Negroponte started peddling his vision to the 
world’s media moguls. 

Stop thinking about films, books, cartoons, rv 
shows and games, he told them. Think about in- 
formation and interfaces, bits and bytes, zeros and 
ones. The coming switch from analogue to digital 
would liberate industries that had been constrained 
by the limit on the number of cable channels that 
can be bunged down a pipe, or the handful of 
broadcast channels that can fit into the airwaves al- 
located to television. In the digital age, consumers’ 
homes could be pumped full of as much entertain- 
ment as they could possibly wish for. Everything 
would be on demand. People could have whatever 
they wanted, whenever and wherever they wanted 
it—on the television, the computer, the fridge or the 
vacuum cleaner. 

To entertainment-company executives, who 
had watched the computer-software companies’ 
market capitalisations outstrip theirs many times 
over, this was a seductive message. Now they would 
become part of the digital revolution. Their stock 
prices would rise above the mass of boring old blue 
chips and follow the high-flying tech stocks. They 
would see their faces on the front of glossy business 
magazines, and get to be called visionaries. Televi- 
sion executives seriously pondered advice from Mr 
Negroponte such as: “The key to the future of televi- 









sion is to stop thinking about television as television. 
Tv benefits most from thinking of it in terms of bits.” 

Mr Negroponte has faded as a public figure, but 
his influence persists. His predicted switch from an- 
alogue to digital is now beginning to happen all over 
the world, but as yet nobody knows what it will do 
to the industry. In an atmosphere of such uncer- 
tainty, people hold on to their visions. The trouble 
with visions is that they tend to provide little guid- 
ance on the boring business of implementation, 
such as getting systems to work together, putting in- 
frastructure in place, keeping costs down, producing 
things that people actually want, and getting the 
sums to add up. Yet chief executives, unlike vision- 
aries, do have to worry about these things, because 
they have to make things work, and get them out to 
market, and sell them to people, and, eventually, 
turn a profit on what they sell. 

The first iteration of the Negroponte vision came 
in the early 1990s. Hollywood began to make over- 
tures to Silicon Valley, which produced some collab- 
orative ventures inevitably 
tagged Siliwood. The entertain- 
ment companies started experi- 
menting with wired homes. At 
Time Warner's Full Service Net- 
work, in Orlando, Florida, every- 
thing except the pizza was de- 
livered to people’s living rooms 
via the television, just as Mr Neg- 
roponte had decreed. The con- 
sumers loved it, but the sums did 
not add up. The Full Service Net- 
work was shut down. 

For a few years after that, 
entertainment-company execu- 
tives turned their backs on the digital vision. They 
became preoccupied with analogue-world mergers, 
putting together huge companies with a finger in 
every entertainment pie. The Siliwood joint ven- 
tures were shut down, and the software executives 
sent back to wherever they had come from. “Two- 
and-a-half years ago,” says Jay Samit, senior vice- 
president of new media at емі, who is based at the 
company's Los Angeles office, "Silicon Valley types 
couldn't get arrested in Hollywood." 

Then the dot.coms appeared on the scene. Sud- 
denly, America’s biggest entertainment companies 
were smaller than several Internet companies that a 
year earlier nobody had heard of. Hollywood filled 
up with instant venture capitalists, Seasoned execu- 
tives were leaving decent jobs to join Internet start- 





ups. “I'd never had so many scared billionaires in- | 


viting me over to dinner," says Mr Samit, who, un- 
usually among Hollywood executives, has worked 
on both sides of the digital divide. 

Wall Street began to reward the entertainment 
companies that invested heavily in online ventures, 
and to punish those that did not. Shareholders and 
boards badgered managers to build up their new- 
media divisions or buy into Internet start-ups. Even 
News Corporation's Rupert Murdoch, who had 
been notably unenthusiastic about the Internet in 
its early days, threw some money at it. This second 
iteration of the Negroponte vision is still in full 
flight. But, as this survey will show, some of it will 
prove no more durable than the first one. 
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667050 DATE,” says Ted Leonsis, "digital enter- 
tainment has been a failure.” As the man who 
has been mainly responsible for content at AOL, the 
company that has tried hardest to meld the enter- 
tainment and Internet industries, he should know. 
The record, as far as most of the entertainment busi- 
ness goes, supports his gloom. But there are some ar- 
eas where the two work well together. 

The Internet's virtues—its freedom from censor- 

ship, its speed, its low distribution costs, its global 
reach and its interactivity—suit some parts of the in- 
dustry nicely. But only some. These include: 
• Pornography. Three years ago almost all the paid 
content sites on the web were pornographic. Even 
now that the big entertainment companies and the 
venture capitalists have tried to turn the Internet 
into a mainstream entertainment medium, Internet 
content still has a dodgy flavour. Plenty of the mate- 
rial on offer on many sites would never get an airing 
on television because it is too sexually explicit or po- 
litically incorrect. 

Joecartoon, for instance, probably the most suc- 

cessful cartoon artist on the web, launched his ca- 
reer with a cartoon of a frog being shredded in a 
blender. Icebox's “Mr Wong" is а slitty-eyed old Chi- 
naman having an affair with a Caucasian girl of du- 
bious morals. Thanks to freedom from censorship, 
Internet entertainment companies are able to pro- 
vide "edgy" content which, they like to think, ap- 
peals to "Generation v" kids weary of bland televi- 
sion fare. But many of these companies do not have 
much else going for them. 
• News. When Excite@Home, a broadband Internet 
service provider, takes its product on "mall tours," 
news is the part of the service that most interests po- 
tential customers, says Richard Gingras, the com- 
pany's senior vice-president. The Internet is rapidly 
becoming one of the main media for consuming 
news. According to a report published in June by the 
Pew Research Centre, a Washington-based media- 
research outfit, the number of people who say they 
logon to the Internet for news every day has risen to 
15%, from 6% two years ago. A third of Americans 
now read news online at least once a week, com- 
pared with 2096 in 1998. 

News organisations have learnt to use inter- 
activity to create content for themselves: "Do you 
want to see him fry tonight? Visit our website and 
vote." Polls used to be commissioned at great ex- 
pense from specialist research organisations. Now 
websites can provide speedy, cheap, do-it-yourself 
polls that can fill up the slack moments in a 24-hour 
news channel’s schedule. 

Interactivity is good for news. News pro- 
grammes come in bite-sized pieces anyway, and ev- 
eryone wants a different selection of bites. On tele- 
vision, those who want to know about America's 
wrTo negotiations with China have to sit through the 
bit about Tom Cruise’s and Nicole Kidman’s mar- 
riage, or switch off. On the Internet, they can bypass 
Tom and Nicole altogether, and click instead on the 
OECD report on human-capital formation. 

The heavier the content, it seems, the better it 
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Sex, news and statistics 


does on the web. Outside the pornography busi- 
ness, the Wall Street Journal is one of the few con- 
tent sites charging a subscription for its web-only 
content and building subscriber numbers. Others 
rely mostly on advertising, which doesn't pull in 
much money on the web. 

e Sports. The Internet has what it takes to make a 
success of this. Sports are about speed, about be- 
longing to communities, about data—scores, dis- 
tances, runs—and about serving small audiences, all 
of which the Internet is good at. 

Quokka Sports, for instance, one of the leading 
sports sites, started off with sailing. During the 
Whitbread Round-the-World Race in 1997-98, it 
broadcast live pictures which were not available on 
television. The site kept the armchair sailors in- 
volved with imaginative extras, such as a fantasy 
Whitbread game: viewers were given the same 
weather information as the real sailors, and had to 
plot their course accordingly. Their virtual progress 
was then shown against the sailors' real progress. 

On the basis of the Whitbread, Quokka created 
a sailing "vertical"—dig down deep, and you will 
find all the information and products you could 
possibly want about sailing. They have since done 
the same for Indy car racing, motorcycling and some 
action sports (through the acquisition of moun- 
tainzone.com). And most recently, thanks to a deal 
with nec, which bought the American broadcast 
rights to the Olympics, it covered the Games on the 
web. However, there were no live web broadcasts, 
for fear of cannibalising television revenue. 

• Niche businesses. Cheap distribution and global 
reach allow sites to serve thinly-spread audiences. 
On cable, golf is about as niche as they come. On the 
Internet, fans of sports such as cricket, spurned by 
sports channels around the world, are better-served 
than they have ever been before. At cricket.org, for 
instance, cricket fans get a wider range of news and 
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information than they could on any televisión pro- 
gramme, more up-to-date than anything they could 
find in a magazine. 

The problem for Hollywood is that most of 
what it produces is "linear" entertainment, other- 
wise known as stories, and Hollywood has become 
used to the idea that new technologies will offer bet- 
ter ways of telling, or distributing, stories. When film 
was first invented, nobody was sure what it was for, 
but it turned out to be a great way of telling stories. 
When talkies came along, they proved even more 
compelling, And television took those stories into 
people’s living rooms. 


Why stories don’t work 

The entertainment companies have been trying to 
work out how interactivity can improve storytelling. 
All soaps these days, for instance, have websites 
where fans can touch base with their idols between 
episodes. Go to Dawson's Creek, and you will be of- 
fered the opportunity to chat with the assistant 


make-up artist on the series, or voteon whether Jen 
and Pacey will survive either the storm, or the sum- 
mer, or neither, or both. It may help promote a soap, 
but itis hardly a new art form. 

Directors who are looking for something more 
profound are struggling. Some have tried allowing 
audiences to choose between endings. Others have 
used maps, where the user clicks on different loca- 
tions and pulls up a clip which shows what is hap- 
pening to the story in that room. But there is a good 
reason why these experiments do not work. Inter- 
activity and stories are incompatible. Stories need 
suspense and surprise. If the audience chooses the 
ending, the suspense is killed. Stories demand that 
the audience lose itself in the telling. If it is still capa- 
ble of thinking about an alternative ending, then the 
story has failed. 

If there is the equivalent of a half-hour sitcom 
onthe Internet, it will not come from the storytelling 
end of the entertainment business. More probably, 
it will have something to do with games. 


Play to win 


66 { AMES have been on a 20-year detour,” says 

Ed Fries, Microsoft’s vice-president of games 
publishing. Games, he points out, used to be mostly 
about socialising. People don’t play bridge for the 
cards, but for the other people. Then computers 
turned gaming into a solitary activity. But now that 
the Internet has linked everybody’s computers to- 
gether, “Online is bringing back the social dimen- 
sion into gaming,” says Mr Fries, 

Games are the stepchild of the entertainment 
industry. Until 25 years ago, they were hardly a busi- 
ness at all. Computer games created an industry, but 
the mainstream of the entertainment business still 
dismisses them as being for kids, geeks and other 
undesirables. They have no stars, so lack the glitter 
of celebrity. Few have intellectual pretensions. And 
they are part of the despised computer software in- 
dustry. Hollywood has paid little attention to the 
games business. 

But games have slowly been creeping up on the 
movie business. The industry got its big break when 



























































Sony’s Playstation was launched in Japan in 1994 
and in America and Europe in 1995. Sony pushed the 
Playstation in clubs and at concerts, and turned 
games into something adult and hip by dint of what 
Peter Molyneux, Britain’s best-known games de- 
signer, calls “a miracle of modern marketing”. The 
average age of a Playstation owner is 22; nearly a 
third are over 30. 

In the past five years, from a standing start, Sony 
has wrested the market from Nintendo and Sega, 
selling 73m Playstations and 600m games. Now 
around half of all Japanese households, a third of 
American ones and a fifth of British ones have a 
console of one make or another. 

Over the past five years, the games industry has 
been growing faster than any other part of the enter- 
tainment business (see chart 2, next page). In terms 
of revenues, it is now running neck-and-neck with 
movie box office. Movies still make much more 
money once television sales, videos and licensing 
deals are included, but $20 billion a year worldwide 
shows how far the underdog games business has 
come. 

It still has a long way to go. It remains skewed to- 
wards the young, and its customers are almost ex- 
clusively male (except in Japan). If women could be 
persuaded to play, it might really take off. 

Technology has driven the growth so far, and 
will drive it much further. Games are now at the cut- 
ting edge of several different technologies. Until re- 
cently, it was computer-aided manufacturing and 
design that were leading advances in graphical in- 
terfaces; now it is games. 

Unlike movies, which do not change much, 
games are getting better every year. Remember 
Space Invaders, the little beasts you used to burn up 
in the bar? Forget them, and try one of the current 
crop of games. The experience is entirely different. 
First, 3-D imagery made the pictures better; now the 
application of physics is making movement more 
realistic; and artificial intelligence is getting players 


THE ECONOMIST OCTOBER JTH 2000 





| 
| 
{ 
| 
| 
| 
| 
| 
| 
| 
| 
i 


` 


All of a sudden, the businessman gets some useful information... 


Eg 


т d Lk. 
He arranges the material 04 ap mafuie au ЕТ ыз , і tential clier 














] b j landscape T andscape tior ys 
3 1 ме inal, the next To enable you r of 3G/W 
bile atior th more NEC has alrea e 
istantly nd receive various kinds of visual first launch its cor Japar 





mation such as charts, graphs and moving images abling yo We will provide the best mobile internet solutions to our custon 





)immunicate with persons around the world. Imagine the limitless anytime, anywhere 
bilities which 3G/W-CDMA offers in the future business For your success, look to NEC as your total internet solution pr 


magination. ' NEC 
www.nec-global.com Solutions. 





SEARCH 


em em 


IUOS р З ee SES 





i technology close to you. 





Everyone finds their own key to unlock life's secrets and 
discover the world. Everybody experiences the world in their 


own Way, using all their senses. And for us, every individual | 
represents a challenge to reflect on products that can make 
life richer and more rewarding. To us, this is the very essence LG 
of digital technology. 

We would like you to enjoy your life in your own special way, Tes 


and hope that you will greet us with a smile. www.Ige.com Digitally yours 


A 
——— - کے‎ P Bí 2: С. 








Dd 
E 
| 
| 
| 
| 
| 
| 
| 
| 











E-ENTERTAINMENT SURVEY 1: 








Putting the colour in Black and White 


N THE 1980s, says Peter Molyneux, 

Britain's best-known games designer, 
NASA created a robot cockroach with ar- 
tificial intelligence. It took ten years. The 
cockroach could find its way through a 
maze. That was it. 

The problem with artificial intelli- 
gence, and the reason so many of the re- 
search projects died away, is that the 
real world is too complex for it. In a 


| computer game, by contrast, дт works 


fine, because it is an artificial world, 
created according to a finite set of rules. 
That is why, says Mr Molyneux, half the 
people working for his small company, 
crowded into a few rooms in a research 
park outside the English town of Guild- 
ford, have double firsts and rhos from 
Cambridge. 

“Computer games can create perfect 
worlds,” says Mr Molyneux, “dust parti- 
cle for dust particle. But up to now 
they've been. sterile worlds.” That, he 
says, is because the player has no emo- 
tional relationship with the game. Mr 
Molyneux has used artificial intelligence 
in his new game, “Black and White”, to 


create that emotional bond between 
player and game. The idea behind this 
fascinating and beautiful creation, 
which took three years to make and is 
scheduled to be released later this year, 
is that you, the player, are God. You 
have a little world, and a creature of 
your choice (select from a range includ- 
ing cow, monkey and tiger) to bring up. 
How your creature, and your world, 
turns out depends on how you play the 
game. If you are a wrathful god, you will 
create a dark, unfriendly land and a vi- 
cious creature. If you are a benign god, 
your land will be green and lovely, and 
your creature civilised and affectionate. 
But although the creature, and the 
people who populate your world, are 
the products of their creator, they also 
have minds of their own. So if, for in- 
stance, as a benign god, you think your 
people are working too hard in the 
fields, and decide to provide them with 
a loaves-and-fishes miracle, they will 
stop working, assuming that they can 
now depend on miracles for food. If you 
then forget about them, next time you 














visit you will find them thin and: 
grumpy. Or if you take your creature 


online, as you can, you may find that it. | | 


has gone off to play with others. 

The ultimate key to the plot is the 
god's need to get people to believe in 
him. The game is an almost infinite web: 
of possibilities, because with so many. 
permutations no two players will create 
the same world. But there is опе im- | 
mutable rule: you can never wipe your : 
slate clean. The world you have made is 
the world you have to live with. It com 
as no surprise to learn that Mr Mol 
neux's chief lieutenant is a philosophi 
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emotionally involved. The result is that, according to 
Peter Molyneux, games are acquiring some of the 
sophistication of movies. "I want you to laugh, I 

| want you tocry, I want you to do everything the film 

| industry wants you to do.” Only, unlike films, 

| games are naturally interactive: the player, not the 

| director, is always in control of the story. 
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Virtual playmates 


Now games are taking the next big leap, on to the In- 
ternet. People in the games industry are much more 
positive about the Internet than those in other areas 
of the entertainment business. They are convinced 
that it will be the making of them. John Riccitiello, 
president of Electronic Arts, says that probably two 
or three times as many people are playing games 
online as offline. “It’s like a big party out there. Lots 
of people are wandering around, looking for some- 
thing to do, and they are knocking on the door of the 
games business." Most of them are playing very 
simple stuff. The most popular is Tetris, a dull affair 
requiring players to stick pegs in holes. It is said to 
appeal to people who enjoy tidying up. 

At the other end of the scale are the “massively 
multi-player games” (MMPGs), such as Ultima On- 
line and EverQuest. These are role-playing games 
that grew out of Dungeons and Dragons, an old text- 
based cult game that started in the 1960s. Before 
computers were linked, people played by them- 
selves. The next step was “multi-user dungeons”; 
then they went 2-р, and later 3-p; and now there 
are wild worlds where people can build alternative 
lives, go off on chivalrous quests, and team up with 
other players to fight dragons—or each other. 

Players get hooked on the ммс. EverQuest, 
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owned by Sony and currently the hottest, is nick- 
named "Evercrack", because people find it so hard 
to get off it. On average, players spend 20 hours a 
week on it~not much less than the average viewer 
spends watching television. At its peak, there have 
been 60,000 people playing the game at once. It is, in 
part, the size and complexity of these worlds that 
keeps people in thrall: EverQuest, for example, fea- 
tures four continents and 25 countries. 

But EverQuest has its limits. It may be one of the 
few entertainments on the Internet for which peo- 
ple are willing to pay—over 300,000 of them cough 
up $119 a year—but this is a pocket of obsessive, 
hardcore gamers, not the mainstream. Yair Landau, 
president of Sony Pictures Digital Entertainment, 
explains that the games business is polarised. "At 
one end we have EverQuest, at the other we have 
Wheel of Fortune.” Wheel of Fortune is a hugely 
popular game show, with an interactive version 
which the very few Americans with interactive tele- 
vision (through, for instance, Webrv) can play. But 
what Mr Landau really needs is something that 
combines the power of EverQuest (and its ability to 
remove money from people's wallets) with the 
broad appeal of Wheel of Fortune—which is why 
Sony has bought an exclusive licence from George 
Lucas to create a Star Wars game, and has handed it 
over to the division that built EverQuest. 

Like the movie business, the games business 15 
limited by the bandwidth-constraint online, but it 
has more flexibility to get around the problem. For 
some games, such as EverQuest, most of the in- 
formation needed to play the game—the world that 
appears on screen—is delivered by post, on a cp- 
Rom. The only information that has to travel down 



























sional updates, such as a seasonal winter scene, can 
be downloaded. 

“My strategy for Electronic Arts”, says John Ric- 
citiello, “is to push ahead around the limitations.” 
Thatis the idea behind Majestic, a game due to be re- 
leased later this year that will try to immerse players 
in an experience without using much bandwidth. 
Once people have signed up for the game, and re- 
vealed their and their families' e-mail addresses and 
fax numbers, they will start receiving mysterious 
communications, sending them to peculiar web- 
sites and entwining them in what should feel like a 
real-life mystery. 

Now the consoles are going online. Playstation 2, 





the wires is about the current state of play. Occa- ^ due to be released in America and Europe this au- 


tumn, has a plug-in hard disk and broadband con- 
nection, as well as a pvp player. And Microsoft is 
getting into the business too. Its x-box, with a graph- 
ical interface supposedly superior to Sony's, will 
also have a hard disk and Internet connection. 

“The console is a Trojan horse,” says Peter Moly- 
neux. The idea is that games consoles are so power- 
ful (the Playstation 2 has more computing power 
than a Pentium шш) and have such sophisticated 
graphical interfaces that they can take over the job 
of the рс, the pvp and the television as well. 
Whether or not that happens, it looks as though 
Hollywood will have to start showing the once- 
despised games industry a little more respect. 





Siren songs 





Delivering music € HE music industry is the canary down the 


across the Internet — . digital mineshaft,” says EMr's Jay Samit. Mu- 
is easy. Making sic can be easily distributed via the Internet—indeed 

7 © too easily for the music business's liking. 
money out of it One reason is bandwidth. In the digital world, 
isnt music, pictures and text are all converted into bits. It 


takes many fewer bits to transmit three minutes of 
music than it does to transmit three minutes of 
video. Music can therefore travel through narrower 
pipes than video can. Video works only with a 
broadband connection. 

The second reason concerns the nature of the 
medium. Books or magazines cannot be down- 
loaded in the form in which they are generally con- 
sumed. Words can be read on screen or printed out, 
but at present neither is very convenient. By con- 
trast, the form in which music is downloaded is the 
form in which it is consumed. That is why radio was 
one of the earliest forms of entertainment available 
on the Internet, and is one of the best-developed. 
it’s list of online radio stations, the most compre- 
hensive on the web, lists over 10,000. Some are off- 
line stations that are using the Internet as a new dis- 
tribution channel. The economic impact is minimal, 
but it gives a lot of pleasure to a lot of people—for 
example, those away from home who can tune in to 
hear their football team's results. 

But there is also a bunch of companies building 
radio stations specifically for the medium—such as 
Spinner, AOL's online radio company, which gives 
people the option of choosing something more 
closely tailored to their tastes than they can find by 
twiddling the dial in their car. If that works as it 
should, it offers the listener a choice that will sound 
a bit like his own cp collection, but retain the 
serendipity and surprise element of radio. 

Nobody is suré whether this model will be 
funded by advertising or subscription. Another 
question must be answered first: whether the music 
industry will ever be able to charge for music again. 

Until quite recently, the piracy issue aroused 
more intellectual curiosity than terror. At the end of 
1998 the record companies, in conjunction with the 
consumer-electronics companies, put together a 
group called the Secure Digital Music Initiative 
(sbiwr) to build an anti-piracy system. Nothing 
much happened, but the need for a workable sys- 
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tem increased when Napster came on the scene in 
late 1999. Napster allows people to share each 
other's files, and therefore each other's music. A case 
to determine whether this is legal or not is dragging 
through the courts. But whatever the outcome, clos- 
ing down Napster is not going to solve the problem, 
because something worse has already emerged. 

Justin Frankel, who invented Winamp, an on- 
line music player, in 1995 when he was 16 (and sub- 
sequently sold it to aot), had a brother at college. 
The brother was annoyed when his campus shut 
down access to Napster. “Justin wrote alpha code,” 
says Ted Leonsis at AOL, "and sent it to his brother, 
saying this will allow you to do what you want, and 
they can't shut it down." That was how Gnutella, a 
file-sharing system without a central server, was 
born. One stage worse for the music companies is 
Freenet, from Britain, which also allows people to 
share files without using a central server, and makes 
their movements hard to trace. 

Optimists have suggested that piracy should be 
regarded more as a form of promotion than as theft. 
If people enjoyed the music on these shared files, 
perhaps they would go out and buy the cp. The 
continued rise in record sales in America suggested 
that this might be happening, until somebody took 
a closer look at record sales around campuses. The 
proprietor of Oliver's Records, for instance, a shop 
two blocks from the campus of Syracuse University, 
says it normally does $30,000-40,000-worth of busi- 
ness in April. This April, it did $3,500-worth. 

The music business accepts that it has to use 
both carrot and stick to deal with this problem, but 
so far neither is in evidence. The stick is still in the 
works, largely because the politics of som: have 
proved so difficult. All the parties have different in- 
terests. The music industry wants an ultra-secure 
system. The consumer-electronics people and the 
telecommunications companies want one that is 
easy to use. "The phone,” explains an ѕрмі member, 
“4s a stupid device. If our security could work easily 
on that, a 10-year-old could crack it. On the other 
hand, if you want the phone to have the security of a 
Pentium computer, people would scream because it 
would cost so much." He maintains that they have 
reached a reasonable compromise. 

Now, a year later than the spomi originally pre- 
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Beyond The Mobile Frontier 





On the road with i-mode. 


-mode, the service that put the Internet in the | 

hands of over 12 million subscribers* in less | 
than 20 months, continues to move in exciting new 
directions. Now i-mode is linking with car navigation 
systems to bring greater convenience to the driving 
experience. 

Through i-mode's economical, one-touch Net 

access, drivers and passengers can retrieve informa- 
tion on restaurants and tourist spots to instantly set 
the destination on the car navigation system, which 
will then guide them all the way there. Text from 
any of i-mode's 20,000 sites*, including up-to-the- 
minute parking information, can be displayed on 
the navigation system screen. Traveling i-moders 
can even make reservations for dinner and entertain- 
ment along the way, or send coded e-mail messages 
to friends in other cars to program their navigation 


° NTT DoCoMo, INC. ° 


systems for the same destination. 

i-mode is just one of the many ways that NTT 
DoCoMo, Japan's leading mobile communications 
operator, is serving more than 32 million customers. 
When NTT DoCoMo implements the world's first 
3G solution — W-CDMA (Wideband Code Division 
Multiple Access) in May 2001, drivers and passengers 
will begin benefiting from the emergence of new 
services such as videophone communications, music 
downloading and gameplay, as well as automatic 
calls to insurence agents and police in the event of 
an accident. When ITS (the Intelligent Traffic System) 
arrives later, further enhancements will make driving 
even safer and more pleasurable for everyone. 

By challenging the limits of the mobile frontier, 
NTT DoCoMo continues to benefit all areas of daily 
life — placing users on the road to greater freedom. 
*As of October, 2000 
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| ‘dicted, the outline of a system has been drawn up. It 
| will involve two electronic watermarks, which will 
| be embedded in a song or piece of music. One wa- 
| termark will be indestructible, and will identify the 
| song. The other will be fragile: if the song is com- 
| pressed (which it has to be in order to be sent), it will 
| disappear. If the song has only the robust wa- 
| termark, it will not play on devices sold by any of 
| the big consumer-electronics companies, because 
| the device will assume that it has been compressed. 
| Ifithas no watermarks at all, the song could either 
| bea home recording of the church choir or a Nap- 
| ster file. The device will give it the benefit of the 
| doubt—and two watermarks, so that it cannot be 
| copied again. The watermark scheme is half-way 
| through being implemented: the first cps with the 
| first type of watermark have appeared in shops. 
| Work on the second type is in progress. 
| But the companies recognise that policing will 
| never be a complete answer. “Your main demo- 
| graphic [people in their teens and early twenties] is 
| stealing," says Talal Shamoon, a senior vice-presi- 
| dentofInterTrust, one of the companies working on 
i developing a security system. “You don't know who 
| they аге, You don't know where they are. Your best 
| hope is to get them to come out of the bush." The 
| way todo that is to get some legitimate music out on 
| the web for sale at a reasonable price. 
| Until this summer, it was impossible to buy le- 
| gitimate music from the big record companies on 
| the Internet. Plenty of independents were putting 
music up for sale; the majors were offering samples, 
but no albums. Now several have made available a 
few bits of downloadable music. 
A handful of legitimate online retailers try to of- 
fer something more than Napster can. Napster is a 
poor way to build a record collection. Tracks play at 
| different volumes; most music files are unobtain- 
| ableatany one time; and Napster offers people only 
what they already know they like. Listen.com, by 
contrast, offers a hand-built, searchable directory of 
music by 140,000 artists, most although not all of it 
i 
| 
| 
| 
i 
| 
i 
| 
H 
| 
| 
| 
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downloadable. Rob Reid, its founder, reckons that 
by making music easy to find, and beefing up the di- 
rectory with editorial content about the artist and 
the song, he helps people expand their repertoire of 
favourites. 

But Listen.com’s success depends entirely on 
how much music the record companies are willing 
to post~and their ambivalence is evident. There 
was no fanfare when they started putting up music 
for sale, and it is not easy to find. It is hiding both 
from the pirates and from the retailers, who are hor- 
rified by the idea that the record business may be 
cutting them out. 


The devil and the deep blue sea 


The record companies are caught between the pi- 
rates and the retailers. Their best way to zap the pi- 
rates would be to put all their music up on the web 
and price it somewhere much closer to its marginal 
cost (which is zero). That would greatly reduce the 
incentive to steal it. But it would also mean cutting 
out the retailers, who currently take a margin of 10- 
50% on record sales—and the music retail business is 
dominated by a few big, powerful players on whom 
the record companies still depend for the vast bulk 
of their sales, and whom they do not want to anta- 
gonise. As Bob Bowlin, chairman of Sony Music In- 
ternational, says, “For every action, there is an equal 
and opposite reaction. The bricks-and-mortar busi- 
ness is going to be important for the foreseeable fu- 
ture. It would be foolhardy to do anything which 
would damage that relationship.” 

If the music business can deal with those dan- 
gers, the Internet offers it huge benefits. Aside from 
cutting out the manufacturing and distribution costs 
of cps, it should make marketing more efficient. At 
present, 95% of albums do not make money either 
for the artist or for the record company—not just be- 
cause this is a hit-driven business, but also because 
music companies know so little. about their con- 
sumers. Interactivity promises to change that. As Al 
Teller, former chief of cas records and founder of 
Atomic Pop, an independent online 
label, says of the site he has put up 
for the Smashing Pumpkins: "We've 
got 10,000 registered users. The one 
thing we know about them is that 
theyre Smashing Pumpkins fans. 
From a marketing point of view, 
that's fantastically valuable." 

At the same time, the Internet 
should allow music companies to 
sell a wider range of music than ever 
before. Internet retailers can offer 
more inventory than bricks-and- 
mortar shops. Amazon already sells 
a wider range of music than any 
high-street record shop. Unlike their 
high-street counterparts, niche re- 
tailers catering to the fans of Moldo- 
van polkas and Zimbabwean drum- 
mers can find markets all around the 
globe. 

But the business model depends 
on the record companies getting pi- 
racy under control and that de- 
pends on putting a system in place 
that everybody сап work with. Al- 









though the companies in the somr have agreed in 
principle, it remains a fragile alliance. It will be put 
to the test this Christmas, the first one when the 
shops will be full of easy-to-use, mass-market de- 
vices for digitally downloading music. They will 
have been produced before the watermarking sys- 


tem was in place. The music companies fear that if 
they sell well despite the shortage of legal music on 
the web, the consumer-electronics companies may 
decide that they have no need of their alliance with 
the music companies. And if they sell badly, they 
may decide that they can’t afford it. 





Learning to e-rea 


Who wants 
electronic books? 





N MARCH 14th this year, Stephen King, a hor- 

ror writer, published "Riding the Bullet" on the 
Internet before it had appeared in print. It was an 
experiment with a book too short, at 66 pages, for 
the standard novel format. Within 24 hours, around 
400,000 people had downloaded it, even though 
most of them also had to download the software 
they needed to read it. It sent servers crashing. Jack 
Romanos, president of Simon & Schuster, Mr King's 
publishers, told the New York Times: “I don't think 
anybody could have anticipated 
how many people were out there 
who are willing to accept the writ- 
ten word in a paperless format.” It 
felt like the coming of age of the 
electronic novel. 

Sending text over the Internet is 
easy, so the print publishing busi- 
ness might have been expected to 
feel the web's impact even before 
music, and long before movies. It is 
true that encyclopaedias in book 
form have been wiped out, and 
that textbooks are fast going elec- 
tronic; but otherwise the old ways 
of selling printed words have barely 
been disrupted. That was why the 
Stephen King book sent the busi- 
ness into a tizzy. The consumers, it 
seemed, wanted to go somewhere 
the industry was reluctant to lead. 

Or did they? Mr King’s novel 
was posted free, so there was nothing to discourage 
surfers’ natural curiosity. The word in the industry is 
that three-quarters of those who downloaded the 
book did not read it. “I am two of those people,” says 
Youngsuk Chi, chief operating officer of Ingram 
Book Group, and possibly the most wired man in 
the publishing business. He downloaded it both at 
home and at work to test his equipment, and read 
neither copy. Horror isn't his thing. 





Electronic babel 


One reason why the publishing business is not yet 
distributing books on the Internet is that it is a lot 
more complicated than it might seem. For a start, 
most of the publishing houses’ backlists are not 
computerised. And even for its current list, every 
publishing house uses its own combination of pack- 
aged and in-house software, so there are probably 
2,000 different formats in use for storing books elec- 
tronically. 

The publishing industry needs to agree on for- 
mats for electronic storage and delivery before the 
mess can be sorted out. The world's big publishing 
houses are talking about this, but without the pres- 





sure the music industry is under, such things take a 
long time. And, once formats are agreed on, the in- 
dustry will have to spend money on computerising, 
storing and downloading its lists, which only the 
biggest publishers will be able to afford. That is 
where Ingram and a handful of competitors see a 
market: they will buy the systems, and the publish- 
ers will outsource the work to them. 

The bigger problem, though, is that people do 
not much like reading on their screens. The con- 
sumer-electronics industry has 
started to produce devices designed 
to overcome that resistance. So far, 
the Rocket eBook and the SoftBook 
Reader—small portable screens— 
have not made much of an impact. 
Microsofts Pocketec, which was 
launched in April, does offer the 
Microsoft Reader software designed 
to make e-books more readable, 
and the Pocketec has sold well. But 
it is not yet clear that people are 
reading books on it much. 

There remains a chicken-and- 
egg problem, which affects the elec- 
tronic-book people as well as others 
in the e-entertainment business: 
people will not buy the devices un- 
til lots of books are available for 
downloading. And once again the 
piracy problem is putting publish- 
ers off. Mr King's book was pirated 
instantly, even though downloading it was free— 
just to show that it could be done. 

Piracy presents the publishing industry with a 
dilemma. On the one hand, publishers do not want 
to be exploited by rip-off merchants. On the other 
hand, a security system that prevented people from 
sending excerpts from books to their friends would 
go against any writer's instincts about the impor- 
tance of shared ideas. And even from a more mate- 
rial standpoint, the lending of books has always 
been one of the most effective marketing tools. 

Nevertheless, books are beginning to go online, 
even though for now this is mostly marginal stuff 
that does not easily fit into any category. Some think 
the e-book may see a breakthrough this Christmas. 
It is hard to see, though, why anybody would spend 
hundreds of dollars on a device for reading elec- 
tronic books when there are so few of them around 
to download—especially when there is a competing 
technology already on the market that is portable, 
open-architecture, with an accessible interface, and 
available at relatively low cost through established 
distribution channels: the paper book. 


deine tuU LL AN decree rate NT 


THE ECONOMIST OCTOBER 7TH 2000 









There's nothing on 
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| CEBOX is an entertainment site created by eCom- 
| panies, Sky Dayton's venture-capital firm. It was 
| launched in June this year with a tremendously hip 
| party and a generous dose of chutzpah. *We think it 
|. has more talent than any entertainment company 
| anywhere in the world," says Mr Dayton. Of Ice- 
| boxs chief executive, Steve Stanford, who has 
| worked both in Hollywood and in the software 
| business, Mr Dayton says: "Steve is the most per- 
| fectly engineered hybrid of the two worlds. It's like 
| hewascreated in a lab.” Mr Stanford has the grace to 
| look embarrassed. 

| But the content on offer at Icebox is rather less 
| impressive than the hype. There are a few mildly 
amusing cartoons, three or four minutes long. Most 
of them are slightly more risqué, and rather less 
good, than the cartoons screened on television. The 
public is not rushing to the site: it gets too few visi- 
tors to appear on the radar of Media Metrix, which 
produces ratings for Internet sites. 

Companies trying to sell video entertainment 
on the Internet face two overwhelming problems— 
getting anything watchable out to the viewers, and 
making money. 

The biggest problem with distribution is band- 
width. Broadband connections allow consumers to 
watch video of reasonable quality, but only around 
396 of American households have a broadband con- 
nection. Entertainment sites therefore either have to 
settle for a tiny audience, or to programme for nar- 
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rowband (as Icebox does). Programming for nar- 
rowband means short cartoons. Nothing wrong 
with short cartoons, but several hundred sites are 
not going to make a living out of them. 

Why has broadband deployment been so slow? 

Part of the blame lies with the cable industry. 
In countries where consumers commonly 
have  cable-television connections 
(such as America), it was assumed 
that cable companies would 
swiftly be able to provide broad- 
band Internet connections as 
well. And when Microsoft 
took an 11% stake in Comcast, 
а cable company, in 1997, the 
markets saw it as a sign that 
the software industry had 
anointed cable as the con- 
duit of choice for the future. 
Cable companies’ share 
prices shot up. 

But the practicalities of get- 
ting broadband to America’s 
surfers have proved a challenge. 
When the cable companies started 
offering people broadband connec- 
tions, it took one van, one Ethernet card, 
two technicians and three hours. The cable 
industry was not geared up for the complex- 
ities of the computer industry. “We've had to take 


Moving pictures. 
are not working 
online 





Two new-media moguls 


tainment company,” says Mr вий | 
“We got there because the software was’ 
so popular.” So many people were com- 






تو 
| 
OE SHIELDS of Grand ide Michi-‏ | 
gan, belongs to a very select group. He‏ 
makes quite a lot of money by selling‏ 
content on the web. He is not keen to‏ 
say how much, but it is a lot more than‏ 
he was making as a t-shirt designer,‏ 
which is what he did until a couple of‏ 
years ago.‏ | 
Mr Shields did not much like doing‏ 
cartoons for d T-shirt business, so one‏ | 
es he "took all the rejected stuff 1 had‏ | 
lying around and threw it at the web."‏ 
People quite liked it. Then somebody‏ 
showed him how it could be animated.‏ 
His total costs so far were pretty modest:‏ 
for the animation software and $50‏ $300 
a month for the website.‏ 
By April 1999, he was getting 2,500‏ 
hits a day. Then he put up what some‏ 
aficionados still regard as his master-‏ 
piece: "Frog in the Blender." With this‏ 
subtle combination of red and green,‏ 
humour and grossness, plus a tsunami‏ | 
of word-of-mouth recommendations,‏ | 

the hits on his joecartoon.com went 
| up to 400,000 а day. Nasty things hap- 
| 


pening to geron s have since driven the 
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figure up further. According to Media 
Metrix, an Internet ratings company, Mr 
Shields gets around 750,000 visitors a 
month. He now makes more money 
than any but the best-paid Internet 
chief executives, partly through ad- 
vertising revenue, partly through licens- 
ing deals. But before cartoonists rush to 
the web in droves, they need to remind 
themselves why Mr Shields has been so 
successful. His pieces, unlike most of the 
stuff out there, are funny. 


The joys of traffic 


*Would you like to meet David Lynch?", 
asks Rob Burgess when this revered 
Hollywood director comes up in con- 
versation. “We should be able to arrange 
it^ Mr Burgess runs Macromedia, 
which creates software for making and 
viewing animation. It is a measure of 
these uncertain times that a Canadian 
software writer in San Francisco should 
be able to pull strings in Hollywood that 
once only the big agents and studio mo- 
guls were able to activate. 

“We didn't set out to be an enter- 


ing to Macromedia's site to download 
Shockwave, its animation-viewing soft- 
ware, that Mr Burgess realised he had... 
accidentally achieved what others were 
spending huge sums to create: traffic. 
Macromedia gets 3.9m visitors a month, ` 
according to Media Metrix, which putsit | 
way above any of the other entertain- 1 
ment start-ups, and nudging some of 
the big media companies' figures. 
So Macromedia moved down-: 
stream. Shockwave began to show con- 
tent, as well as enabling people to watch | 
it. They have been commissioning from - 
heavyweight old-media Hollywood 
types who are interested in the Internet, 
such as David Lynch and Tim Burton, as 
well as from the new children of the) 
web. Thanks to Shockwave's high-den- 
sity traffic, Mr Burgess can get a more at- 
tractive deal from content creators, and 
has a better chance of survival than his 
rivals. Even for him, however, it is а 
struggle: in early September, Shockwave 
announced that it was cutting 20 of its 
170 staff, to concentrate more closely on 
interactive content and games. 



































cable companies—where the greatest degree of 
complexity is twisted coaxial cable into the back of 
the set--through Ethernet cards and software-con- 
figuration issues," says Richard Gingras, senior vice- 
president of Excite@Home, America's biggest broad- 
band Internet service provider. Because of the cost 
and complexity of all this, by the end of June this 
year fewer than half of all American homes had ca- 
ble broadband available to them, according to 
Broadband Intelligence, an industry newsletter; and 
fewer than 6% of those had taken up the offer of a 
broadband connection. Nor have the telephone 
companies rushed into the business. By the end of 
June this year, only a fifth of American households 
had access to the digital subscriber lines (Dsus) that 
offer broadband connections. 

Both services have their limitations, which vary 
from country to country. In America, psi. transmis- 
sion speeds range from 300 kilobits per second to 1.5 
megabits. "Most video engineers think that for tele- 
vision-quality video you need three megabits per 
second," says Cynthia Brumfield, who runs Broad- 
band Intelligence. Cable, for its part, has a theoreti- 
cal limit of 10 megabits per second, but the actual 
speed depends on what the neighbours are doing. 
Telephone networks are built in a star shape, centr- 
ing on the local exchange, so everybody has a sepa- 
rate line. Cable networks are built in a series of 
loops, so the wire is shared. If too many people are 
using it at once, transmission speeds slow down. 
Cable companies are rather sensitive about this. 

The problems with distribution have resulted in 
a dearth of content, according to Ms Brumfield. Be- 
cause there is little exciting broadband content 
available, people are reluctant to spend on broad- 
band connections; and because there are so few 
broadband connections, Hollywood is unwilling to 
invest in broadband content. "What's needed be- 
fore it becomes a mass-market medium is compel- 
ling content,” she says. 


Where's the money? 


But even if the content could be found, revenue 
from entertainment on the web would still be elu- 
sive, Many companies started out with subscription 
as the favoured model. Slate, Microsoft's electronic 
magazine, was in the vanguard when it started 
charging readers in 1996. It abandoned the model in 
1999, along with almost everyone else who tried it. 
Many sites charge for archive material; most try to 
boost the value of advertising on their sites by get- 
ting visitors to fill in long registration forms; but the 
Wall Street Journal is now the only major publica- 
tion, and one of the few sites outside the pornog- 
raphy or financial industries, that still charges a 
subscription for its web-only content. The problem 
with charging is that too many content sites are of- 
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fering too much stuff for free. It may be that, as those 
sites burn through their money, they will be forced 
to start charging, But that does not mean that people 
will necessarily start paying. 

By contrast, advertising revenue on the Internet 
is growing rapidly. Not much of it, however, is going 
to content sites (see chart 3). Total advertising reve- 
nue on the Internet is currently running at around $8 
billion a year, of which around $1 billion is going to 
"new media” sites—hardly riches beyond the 
dreams of avarice. What is more, the growth of on- 
line advertising revenues has slowed sharply of late. 
According to a report by PricewaterhouseCoopers, 
online advertising revenues in America in the sec- 
ond quarter of 2000, at $1.9 billion, were nearly three 
times their level a year earlier, but only 10% higher 
than in the previous quarter. 

Part of the reason for the increasingly sober atti- 
tude to Internet advertising is that the proportion of 
users who click on an advertisement is falling. In 
1997, says Bryan McCarter, managing director of Ze- 
nith Interactive Solutions, the new-media arm of 
Zenith, a media-buying agency, click-through rates 
were around 1%. Since then they have fallen every 
year, to around 0.4% today. Advertising rates, says 
Mr McCarter, are also falling, though not as fast as 
click-through rates. "A couple of years ago,” he ex- 
plains, “every client thought he had to be online, but 
he wasn’t quite sure why. Now people are thinking 
harder about what they want from the web.” 

Since they cannot make a decent living from ei- 
ther subscriptions or advertising, many of the start- 
ups that were supposed to challenge the power of 
the big media companies are in trouble. Some have 
gone under. The most spectacular bomb of the year 
was Digital Entertainment Network (ркм), which 
had proclaimed in its manifesto that “The boob- 
tube zombie television is dead.” But the boob-tube 
zombie television got the last laugh: pen filed for 
bankruptcy in June, having burnt through $57m. 

Pop.com folded before it even started. The site, 
which was to present “pops” of entertainment, was 
announced with great fanfare in October 1999. It 
was backed by Steven Spielberg and Jeffrey Kat- 
zenberg of Dreamworks, with a $som investment 
from Paul Allen, Bill Gates's former partner. After a 
long silence, Dreamworks announced in September 
2000 that all but a dozen of its 75 employees were to 
be laid off. 

Others are finding other ways to make money. 
Atom Films, which has made its name by putting 
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short films on the Internet, gets most of its revenue 
from selling those shorts offline, to cable companies 
and airlines, for instance. mi. M has shifted its strat- 
egy, from showing shorts to becoming a business- 
to-business portal for the film industry. Inside.com, 
a site devoted to the digital revolution in the enter- 
tainment industry, has admitted to having trouble 
generating enough subscriptions for its website— 
and is now going to appear as an old-fashioned 
print magazine. 

The big media companies can at least console 
themselves that the start-ups no longer pose such a 
threat. Aside from that, there is not much on the In- 





ternet to cheer them up, for they are all struggling 
with the same difficulties as the start-ups. 

In 1999, NBC's rocketing investments made it the 
envy of the rest of the business. It foated them off as 
a separate company in December. But by August 
this year, revenues were still thin and aci laid off 
20% of its workforce. Disney floated its Internet 
businesses—Go.com, its portal, and a few other 
properties—in late 1999. In its first nine months as a 
quoted company, the Walt Disney Internet Group 
lost nearly $1 billion. By late September this year, the 
two stocks had lost around 90% and 70%, respec- 
tively, of their value since flotation. 


At least television works 


66 ON'T worry about the difference between 

the rv set and the pc,” Nicholas Negroponte 
said in 1995. In future, "there will be no distinction 
between the two." Yet, six years on, the distinction 
between the two remains stubbornly clear. туз are 
getting cleverer, but they are still rvs. rcs are getting 
cleverer, too, but they are getting no more like rvs 
than they were. 

Part of the reason that the two are not converg- 
ingis to do with human behaviour. Most people use 
the two electronic devices for very different pur- 
poses. Computers are for working, and televisions 
are for relaxing in front of. 

Besides, the idea of convergence goes against the 
grain of technological development. If people want 
to watch pictures on a machine, then consumer- 
electronics companies will compete with each other 
to produce the best machine for showing pictures 
on,at the best price. They have no incentive to build 
into it the ability to do people's accounts and write 
their letters. Generally speaking, devices tend to be- 
come more and more specialised. The rc is now un- 
der threat, industry savants reckon, not because it 
can do too little but because it does too much. 

The main victim of the failure of convergence is 
Webrv. In 1997, Microsoft bought Webrv, a Silicon 
Valley start-up meant to put the Internet on televi- 
sion. The investment was launched with great fan- 
fare. The market, said Microsoft, was potentially 
vast, covering every American who did not have a 
РС. Microsoft's strategists thought they were making 
television more interesting by putting the Internet 
on it. "When we initially did this," says Rob Schoe- 
ben, senior director of marketing at Webrv, "we 
said: "We're going to turn the television into some- 
thing else" 

But Americans, it emerged, did not want their 
television tumed into something else. Most of those 
who wanted to get on to the Internet, it turned out, 
were prepared to buy a rc, particularly as prices 
kept coming down. Webrv has only around ım sub- 
scribers, or 1% of American households. It has now 
been junked as a mainstream brand. Microsoft's 
new television-related brand, Ultimaterv, does not 
try to edge out television programming, but to make 
more of it. It is a box that offers television e-mail, 
some Internet access and a personal video recorder 
(rvR)—the digital sort that automatically records 
your favourite stuff, and allows you to pause while 


you are watching live television (see box, next page). 

As à way of distributing filmed entertainment, 
digital television has one big advantage over the In- 
ternet: it can do it. But it is a pale version of the nir- 
vana of unlimited distribution promised by the 
visionaries. It can offer many more channels than 
analogue television, but not the unlimited number 
of sites that the Internet offers. It does not, therefore, 
allow everybody to be a broadcaster. It does not 
promise to turn the media business upside down. It 
does, however, improve television. 

Europe, the Americans concede, is an advanced 
civilisation in terms of its wires, as well as in wireless 
communications, And in digital television, Britain, 
with digital satellite and terrestrial platforms up and 
running, and digital cable and video-on-demand 
services over telephone lines com:ng in now, is the 
furthest ahead in Europe. Competition between the 
platforms has speeded up the introduction of ser- 
vices. BSkys, the satellite platform, has moved fur- 
thest and fastest into digital: by September, it had 
3.8m digital subscribers out of a total customer base 
of 4.5m. 

Digital customers are getting more for their 
money than analogue ones were. The number of 
channels has risen, from around 40 to 200-0dd. That 
includes а  near-video-on-demand service, 


whereby the same movies play on several channels, 
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Dig:tal television 
offers the 
entertainment 
industry less 
exciting but more 
solid prospects 
than does the 
Internet 
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Smart boxes 


F THE point of your product is to 

undermine the television-network 
business, and you try to trumpet 
your message on a television net- 
work, you may have a problem. 
That is what TiVo, a small company 
in San Francisco, discovered in July 
when it tried to get its advertising 
campaign screened on cas. The ad 
featured a couple of heavies tossing 
a network executive out of a win- 
dow. css rejected it, saying that it 
was not a proper representation of 
how a network operates. 





Francisco company, sell personal 





broadcast networks had invested in | 
cable rather than trying to squash it, | 
they would be richer, and Ted Turner | 
and one or two other billionaires | 
would be poorer. They do not intend | 
to shut themselves out of this one. | 

Anyway, nobody is quite sure 
how the pvr will affect advertising, It | 
might wipe out its value, or it might | 
greatly increase it. For although it 
gives viewers more power over the 
programming, it also gives the pro- 
grammers more knowledge about 
their viewers. And knowledge, in ad- 
vertising, is valuable stuff. Advertis- 
ing to an unknown audience is inef- 
ficient. Far better to advertise your 
luxury carpeting to the people who 
have asked their television to select 





video recorders (PvRs)—the same sort of 
thing as video cassette recorders (vcrs), 
only digital, and with a memory. The 
technology is causing something of a 
stir, because people in the industry ex- 
pect that it will change viewing patterns 
far more dramatically than the vcr did, 
by allowing viewers more control over 
what they watch and when they watch 
it, and thus loosening the network 
schedulers’ grip on the audience. Hence 
the defenestrated executive. 
vers are used almost exclusively for 
playing pre-recorded, rented video 
tapes. Not many people use them to re- 
cord programmes off the air, because 
they are too difficult to operate. The pvr 
is far easier. You look at the programme 
| guide, press a button, and it does the 
| rest. You can skip the ads entirely, in- 
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stead of watching them fast-forward. 
You can pause live programming, which 
is automatically recorded, and then set- 
tle down to watch it a few minutes later. 
You can ask it to record programmes on 
a particular topic--thus, in effect, pro- 
gramming your own channel. 

The networks’ fear is understand- 
able. If people skip the ads, then bang go 
the networks' revenues. So why have all 
three networks, along with Time War- 
ner, Disney, several cable and satellite 
companies, апа icm and caa, the two 
biggest Hollywood talent agencies, in- 
vested in TiVo and Replay? 

Partly because they reckon that the 
technology is so powerful that they 
want to own a bit of it. Entertainment 
companies have learnt from the indus- 
{тув past mistakes. If, for instance, the 


home-improvement programmes. And 
if the advertising is relevant to them, 
maybe they will be happy to watch it. 

The TiVo and Replay boxes have 
been on the market for over a year now, 
and have not been selling very well: 
fewer than 100,000 between them. But 
most people in the business expect sales 
tö take off when the technology is bun- 
dled into the set-top boxes that form 
part of a cable or satellite package. Cable 
operators around the world are now 
testing PvRs; this month TiVo and Di- 
recTv, a satellite operator, are launching 
a two-in-one box; Microsoft is market- 
ing its own pvr technology with Di- 
тесту; and in Britain, вЅ$кув is putting 
PVRS into its boxes next year. They may 
soon become a standard part of the liv- 
ing-room kit. 


E RUDI DRE HEN, 





with different starting times, and a number of new 
sports channels catering to different interests. Inter- 
activity offers some gimmicky new features, such as 
five different camera angles for football games 
(which other broadcasters who have tested a similar 
product say people don't use). 

Open, ап e-commerce service which в$Кув set 
up in 1997 as à joint venture with Midland Bank, 
Matsushita and вт, and in which sSkys recently in- 
creased its stake, offers e-mail and shopping. Its 
technology is relatively easy to use for those not fa- 
miliar with the Internet, and (thanks to sSkyp’s large 
installed base) it is getting into homes fast. In less 
than a year, digital television has been installed in 
about the same number of households as the In- 
ternet has in five years. 

BSkyB says its customers love these services, and 
backs its claims with two figures. The churn rate— 
~ the number of customers who give up their sub- 
scriptions in any one year—is down to 3.5%, and the 
company’s total number of subscribers has gone up 
markedly. Some, says Richard Freudenstein, sSkys’s 
general manager, are customers won over from ca- 
bie, because cable has been slower in providing a 
digital service; but, he says, digital has also increased 
the pay-rv market as a whole. 






















The problem, though, is turning this customer 
satisfaction into cash. BSkyB, which was hugely 
profitable in the analogue days, is now losing 
money, and is not even guessing at when it might 
break even. 

Each new digital subscriber costs BSkyB £180 to 
acquire, but pays only slightly more than an ana- 
logue one used to. In 1998-99 (when almost all the 
subscribers were analogue), the average revenue per 
subscriber was £268; now, each digital subscriber 
forks out £287, not nearly enough of an increase to 
pay for the cost of the investment. 

BSkys evidently believes that interactivity will 
produce significant additional revenues in the fu- 
ture. Earlier this year, sSkys’s chief executive, Tony 
Ball, persuaded Matsushita and навс (a bank which 
had taken over Midland) to sell their BSkyB stakes. 
He was in a strong position: Open will prosper only 
if sSkys promotes it. Open says it is very pleased 
with the numbers buying from its shops, although 
nobody is revealing any figures. 

The trouble with Open is that it is a phenom- 
enally expensive way to sell. it takes around 8% com- 
mission on sales, on top of an up-front fee. More- 
over, because it is a proprietary system, not based on 
Internet standards, it is expensive to write programs 
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for. So, according to an executive who has worked 
on developing a store for Open, the technical costs 
and fees to the platform add up to around £2m 
($2.8m) for each retailer. For the banks and building 
societies that have signed up, the fees are a pinprick, 
and a retailer such as Woolworths, which struggles 
on the high street, sees being on Open as a boost to 
its image. But some that had planned to be on the 
platform, such as nmv, a music retailer, and Iceland, 
а food retailer, have not taken up their places. 

For the moment, Open can get away with charg- 
ing high fees because it is the only interactive televi- 
sion platform around. But this year cable has 
started, slowly, to go digital. мті., Britain's biggest ca- 
ble company (which may eventually absorb the 
other remaining one, Telewest), points out that it has 
room for many more retailers than Open, because 
Open's sites are broadcast on a carousel, and if there 
were a lot of them, the system would become un- 
bearably slow. NTL is signing up new "content pro- 
viders" hand over fist—Ba, Britain's flag-carrying 
airline, Dorling Kindersley, a publishing firm, Argos, 
a discount retailer, Abbey National, a bank, In- 
terflora and several others. 

On cable and satellite, for the moment, interac- 
tive television mostly amounts to shopping. NTL 
would like it to be something more, but, says John 
Hondros, director of content at NTL, “The broad- 
casters aren't developing much interactive pro- 
gramming because they can't see the revenue 
model.” So мті. has set up a £25m fund for indepen- 
dent television producers to make interactive pro- 
grammes, because new content is thin on the 
ground. It's the broadband Internet content pro- 
blem again: nobody can work out how interactivity 
improves content. 


Instant gratification 


Unlike the cable and satellite digital services, which 
are offering broadcast television with some add- 
ons, the video-on-demand services now being of- 
fered across telephone lines tum the old idea of tele- 
vision on its head. Video Networks, which intro- 
duced its HomeChoice brand across London in 
September, and Yes Television, which is trying out 
its service in west London, are not offering more and 
more channels, but the chance to select what you 
want to watch, when you want to watch it. Many 
regard уор as the holy grail of television. But there 
are a couple of obstacles in the way. 

One is programming. Film studios are coming 
round to the idea of selling films in new ways, but 
many television producers are not. Aside from a 





few independent programme makers, those who 
produce television programmes are also those who 
distribute them. Since a sizeable part of the value of 
the business lies in distributing programmes— 
through the channels they own, such as rrv—the 
producers are not necessarily enthusiastic about 
handing their programmes over to the upstart уор 
distributors. The BBC, one of the two main produc- 
ers, is willing to sell the уор companies quite a lot of 
its output, some of it up-to-the-minute; but the rrv 
companies will sell them only old stuff of little ap- 
peal. And unless the уор companies can offer a 
wide range of programmes, people are not likely to 
subscribe. 

The vop companies other problem is psi, 
which brings with it some of the difficulties that 
have arisen with broadband Internet deployment in 
America. British telephone lines are more suitable 
conduits for video than American ones, but British 
уор companies have a particular problem—sr. The 
near-monopoly telecom company is charging the 
уор operators a £600 connection fee per sub- 
scriber, and £62 per subscriber per month. Prices 
should come down next year, when compe- 
tition is introduced into the pst market; but 
for the moment, Video Networks admits 
that it is losing around £1,000 per cus- 
tomer per year. 









































A sombre ending 


I: A survey that takes the failure of past predic- 
tions as its starting point, there comes an awk- 
ward moment: it has to make some predictions of its 
own. So here are some tentative conclusions on how 
the digital revolution will affect the entertainment 
business in the medium term. 

The main determinants of change will be, first, 
the availability of bandwidth, and second, the ex- 
tent to which the new form of distribution suits the 
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content that is being distributed. 

For music, there are clearly some big changes 
ahead. It uses up little bandwidth, so is easily dis- 
tributed across the Internet. The question is not 
whether the Internet will become the main method 
of distributing music, but whether the music indus- 
try can make any money out of it by retaining con- 
trol of copyright. The chances are that it can. The 
electronics, software and music businesses are now 
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working together, albeit in a shaky alliance. They 
will never be able to produce an unbustable system, 
but they can make piracy harder. Consumers— 
particularly older ones—hate doing anything tech- 
nically complicated. Look how people struggle with 
their pcs, and how few of them use their vers to re- 
cord programmes off the air. 

if the music industry manages to sort out the pi- 
racy problem, the Internet will become a hugely im- 
portant source of revenue. The record companies 
sold their music all over again when the cp came 
out, and they can now sell it all over again over the 
internet, again. What is more, they can sell it in more 
flexible packages to make it more attractive to differ- 
ent kinds of consumers. 

The book business will start going electronic at 
the periphery. Textbooks, reference books and travel 
bocks—all heavy to cart around, and all much bet- 
ter for a search capability—suit electronic distribu- 
tion. But most of the book business does not. Old- 
fashioned books work too well. 

The games industry clearly suits the Internet. By 
its nature, like the web, it is interactive. Besides, the 
Internet brings something extra to computer games. 
After 20 years of enforced solitude, gaming is once 
more becoming the social activity it used to be. As it 
is changing in this and other ways, it is becoming an 
increasingly important part of the entertainment 
business. Hollywood, which has tended to look 
down on the games business, may find that it has to 
start deferring to it. 

News and sports, too, are suited to the new me- 
dium. The Internet's immediacy satisfies people's 
appetite for the newest of news. Its ability to retrieve 
data allows it to satisfy the nerdiest score-watcher. 
Its infinite capacity allows it to target the most ob- 
scure minority interest. Its interactivity allows sur- 
fers. to select only the stuff they want. For the big 
marches, people will always go to their televisions; 














but for lots of other bits of sports and news, people 
will look to the Internet. That will not bother the 
television networks. In sparts, the big money is in 
the big matches; as for news, there never was much 
money in it anyway. 

By contrast, the movies and television pro- 
grammes that make up the bulk of the entertain- 
ment companies’ output will not be distributed 
over the Internet for a long time yet. The Internet 
does nothing for them. Nobody really wants to 
write the ending of the story they are watching, And 
pictures eat up too much bandwidth. In theory, 
high-speed connections have plenty of that, but 
they are too unreliable. Nobody wants to watch a 
movie that starts slowing down in the car chase. 

Digital television will make a bigger impact on 
the moving-picture entertainment business than 
will the Internet. Not that digital television promises 
to do anything as revolutionary as the web. It does 
not offer an unlimited number of sites, nor does it 
allow everybody to be their own broadcaster. But, 
unlike the Internet, it can deliver. Its problem will be 
to find a way for competing digital television plat- 
forms to make money. 

Internet-enabled mobile telephony, the current 
big buzz in communications, does not really lend it- 
self to providing entertainment. The screens are too 
small and the controls too fiddly; besides, people on 
the move do not usually have time to settle down for 
a bit of fun. They may play a few games, pick up the 
news headlines and see how their stock prices are 
doing, but no more. Phones are for phoning with. 


As we were 


The digital revolution is not going to overturn the 
power structure in the entertainment industry, or 
even shake it up much. That is not what many 
would have said when Aor's purchase of Time War- 
ner was announced in January this year. But that 
extraordinary event was not about some funda- 
mental change in the economics of the media busi- 
ness. It was about Aor (wisely) cashing in its chips 
before the market crashed, and gaining access to 
Time Warner’s cable network so that it could offer its 
members high-speed Internet access. 

AOL and Time Warner will have a horrible time 
trying to meld their companies. Even if the compe- 
tition authorities in America and Europe allow the 
deal to go through, implementation will prove so 
difficult that most of those involved will wonder 
why they ever did it. The same will be true of the 
other mergers born out of the new-media madness, 
such as Vivendi's merger with Seagram and Ende- 
тоз with Telefonica. Internet people are different 
from entertainment people. Content people are dif- 
ferent from wires people. Some of them will give up. 

As it becomes clear that the Internet will not be 
the main vehicle for electronic entertainment, the 
industry giants will, slowly, cut back their new- 
media investments. The losses, in the end, will not 
seem that enormous; after all, some of them were 
offset by the huge surge in advertising from the 
dotcoms. The period will be written out of cor- 
porate histories. And the big cheeses of the enter- 
tainment industry will, quietly and collectively, 
breathe a sigh of relief, because they never liked or 
understood the Internet anyway. 
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On the up 


BOURNEMOUTH 


The Conservative Party conference revealed a party that is beginning to 


believe in itself again 


€é"T^HE most successful, the most deter- 

mined and the most upbeat Conser- 
vative conference we have seen in years.” 
William Hague’s description of his party 
conference in Bournemouth this week is 
more than political hyperbole. After years of 
disarray, the Tories appear to have refound 
their nerve. 

True, after the collapse in the govern- 
ment's opinion-poll ratings following the 
fuel, Dome and pension debacles, the oppo- 
sition could hardly fail to make some impact. 
And given the traumatic recent history of 
Tory defeat, strife and disunity, the compari- 
son with the past is hardly demanding. Nev- 
ertheless, the Tories are at last back in busi- 
ness. With anelection probably only months 
away, their recovery is just in time. 

Much of the credit for this must go to Mr 
Hague. His popularity with the public may 
still beat rock bottom. The last Mort poll put 
his personal rating at minus 33, one of the 
lowest scores ever recorded by an opposi- 
tion leader. But though he may not be loved 
by the public, his political talents are at last 
beginning to be appreciated by his party. He 
has soothed the rancorous divisions that 
threatened to extinguish the Tories as a party 
of government. And there is no doubt about 
hisskillsasa platform performer, whether in 
responding to questions from activists or in 
delivering full-blown speeches. 

In his winding-up speech to conference, 
Mr Hague was expected to dismiss New La- 
bour as a soap opera:a fashion that had gone 
out of fashion. By arguing that the electorate 
want a Conservative government “ready to 
govern for all the people”, he confirmed that 
one of the themes of the conference was the 
Tory attempt to reach out beyond its core 
vote. The week was marked by a series of 
policy initiatives, from urban renewal to 
pensions—some clearly borrowed from 
George Bush’s presidential campaign—de- 
signed to show that this was a party which 
believed in “compassionate conservatism”. 

It was a theme on full display in a speech 
by the shadow chancellor, Michael Portillo, 
whoappealed to his party to show tolerance, 
respect and support for all people, whatever 
their background, race or sexual orientation. 
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Mr Portillo's transformation from right- 
wing ideologue to touchy-feely liberal 
clearly baffled some of his audience. They 
had expected a hard-hitting attack on La- 
bour's financial profligacy, with at least 
some details of Tory spending plans and fis- 
cal proposals. Instead they got an intensely 
personal address, delivered in conversa- 
tional style, about the need for inclusivity. 
This was not the speech of a shadow chan- 
cellor who expected to be directing the na- 
tion's financial affairs in a few months' time. 
It appeared to be more the speech of a 
leader-in-waiting who was biding his time. 

Theonly specific commitments given by 
Mr Portillo were that a Tory government 
would cut taxes on business and enterprise, 
cut duties on fuel, restore the married cou- 
ple's tax allowance and provide encourage- 
ment to increase private spending on health. 
There was no response to Labour's charge 
that there is a £16 billion ($23.3 billion) hole in 
the Tory pledge to cut taxes while maintain- 
ing spending on health, education, transport 
and other public services. 

The reluctance to spell out the party's tax 


All smiles 


and spending plans in advance of an elec- 
tion may be understandable. But the impres- 
sion that this is a party still in recovery rather 
than an alternative government in waiting 
was emphasised by a fuzziness over policy 
in many key areas from education and 
health to transport and defence. The party’s 
draft manifesto was greeted with such a 
yawn that only 16% of party members both- 
ered to vote on its 100 policy proposals. The 
vacuum has been filled by opportunistic 
promises to cut fuel taxes and increase pen- 
sions. These may have given the Tories an 
upward blip in the polls. But eventually, the 
party’s credibility will (one hopes) demand 
well-thought-out, costed proposals. 

Mr Portillo and Mr Hague’s attempts to 
stress the “inclusive” nature of modern con- 
servatism were damaged by a false note 
struck by the shadow home secretary, Ann 
Widdecombe. A conference heroine, she 
played her audience skilfully with a cata- 
logue of apparently tough anti-crime mea- 
sures including a demand for £100 fixed- 
penalty fines for possession of marijuana. 
But even within the Tory party this proposal 
was widely regarded as impractical and out 
of touch. Within 24 hours Miss Widdecombe 
was having to back away from her idea. 

Her starring role at the conference stems 
partly from one of the weaknesses of the 
modern Tory party—its lack of women in 
key posts. It has only 14 female Mrs com- 
pared with Labour's 101. And not one of the 
20 safe Tory seats whose Mrs are retiring at 
the next election has a woman candidate. 
Steven Norris, who was appointed by Mr 
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Hague to improve the Tories' appeal to mi- 
norities, says the party needs to address this 
quickly. It had too readily abandoned the 
idea of positive discrimination, he told a 
meeting. Lord Tebbit, a former party chair- 
man, muddied this message, telling the BBC 
that most women were unsuited for politics 
because of its confrontational nature. 

But generally it was the "inclusive" mes- 
sage which came through most strongly at 
the conference. In recent years the Tory Re- 
form Group, which is on the left of the party, 
has seemed out of tune with the Tory main- 
stream. But in a new pamphlet, "Restoring 
the Balance", it caught the current mood by 
asserting that “we did not lose the last elec- 
tion because we were insufficiently right- 
wing.” Its authors—Damian Green, a front- 
bench spokesman on the environment, and 
lan Taylor, an мр who left the Hague shadow 
cabinet because he could not accept the new 
harder line on Europe—argued that regain- 
ingthe trust of voters depended on making a 


Political advertising 


Getting noticed 


credible commitment to publicly funded 
health and education services. 

Indeed the party has begun to look al- 
most strangely united. Europe remains the 
only major issue dividing the Tories. But even 
this running sore appears to be marginally 
less virulent as a result of the Danish rejec- 
tion of the euro. With the prospects of an 
early British referendum receding, the advo- 
catesof Britain joining the euro have become 
more resigned, and therefore more relaxed. 

Despite the latent bitterness over Eu- 
rope—“If I thought this lot had any serious 
chance of winning, then I really would be 
worried,” said one europhile mp—the Tory 
party is less troubled than it has been at any 
time since its 1997 defeat. For the first time, it 
has begun to talk to those outside its core 
supporters. There are even signs that the vot- 
ers have begun to listen to what is being said. 
The Conservatives may not yet look like an 
alternative government, but they have be- 
gun to be a credible opposition. 





The Labour and Conservative parties have both hired aggressive new 
advertising agencies—a sure indication of how they intend to fight the next 


general election 


OST people in the Labour Party have 

been at least mildly alarmed by the 
Tories’ sudden gains in the opinion polls. But 
at least one person crucial to Labour's re- 
election campaign seems to be positively en- 
joying the situation. “I relish the new atmo- 
sphere,” says Trevor Beattie. “This is abso- 
lutely great. Shakes everyone out of their 
complacency. Especially the team.” 

Mr Beattie will be in charge of the party’s 
advertising at the next election. He is the cre- 
ative director at the London office of TBWA, 
an American-owned advertising agency, 
and his small team at the agency will be pro- 
ducing all Labour's poster, leaflet and televi- 
sion work at the next general election— 
which is now likely to be only months away. 

Many people in the Labour Party retain a 
residual suspicion of the silky sophistry of 
the admen, and Mr Beattie’s track record will 
hardly reassure party members with refined 
sensibilities. His two most famous cam- 
paigns have been for Wonderbra and for 
French Connection, a brand of clothes. The 
former features a large pair of breasts with 
the slogan, “Hello boys”; the latter intro- 
duced Britain to the logo “fcuk”. 

Mr Beattie summarises his philosophy 
as "Get noticed”. It was a tactic that did won- 
ders for the sales figures of Wonderbra and 
French Connection. It is a less obvious strat- 
egy for a Labour government, which many 
voters have presumably noticed already. 
Translated into the political arena, it is likely 
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cently was virtually unknown, even in 
adland. The agency has its biggest offices in 
Newcastle and Edinburgh, a staff of around 
70, billings of only £16m last financial year 
and no experience of mainstream national 
advertising. This is a dramatic change for the 
Tories, marking a final break with Saatchi 
and Saatchi, the agency that worked on ev- 
ery Conservative general-election campaign 
from 1979 onwards. It is also a stark contrast 
with Labour's chosen agency: Tawa is the 
eighth-largest advertising agency in Britain, 
part of a multinational conglomerate, and 
had billings worth £241m last year. On pa- 
per, it looks like Labour's Goliath versus the 
Tories' David. 

But the two agencies have much more in 
common with each other than is apparent 
on paper. Yellow M, like Tewa, favours an ag- 
gressive style that courts controversy. It rec- 
ommended itself to the Tories with some 
hard-hitting poster campaigns for the Scot- 
tish Tories. One showed a picture of the 
prime minister under the slogan “BLIAR”—a 
poster that could make a comeback in the 
general election. When the Tories were cam- 
paigning against university tuition fees in 
Scotland, Yellow M even paid homage to 
TBWA'Ss “fcuk” campaign by printing T-shirts 
with the slogan “fcuk tuition fees" on them. 
The agency's aggressive, iconoclastic and 
anti-cosmopolitan image dovetails well 
with William Hague's chosen strategy. 

Chris Powell 





of BMP, ап agency 
that used to han- 
dle Labours ads, 
contrasts the style 
of the new agen- 
cies, TBWA and Yel- 
low M, with those 
they have sup- 
planted. smr and 
Saatchi’s were tra- 
ditional agencies, 
specialising in 








Blair noticed 


to mean that the Labour Party adopts an un- 
usually aggressive and confrontational style 
at the nextelection. 

In an amusing presentation at a fringe 
meeting at the Labour Party conference, Mr 
Beattie offered a preview of some of his 
ideas. First he gave a passionate defence of 
soundbites: “Far from being an alternative to 
substance, they're the very distillation of it.” 
Soundbites, he argued, have a venerable his- 
tory—think of “Veni, vidi, vici." And he sug- 
gested a couple of soundbite responses to 
farmers’ demands that the government re- 
duce fuel tax within 60 days: “Up Yer Bum" 
and "Cows Are Vegetarian". These went 
down a storm with a Labour Party audience, 
but may possibly need fine-tuning for the 
election campaign. 

The Tories also have a new ad-team— 
Yellow M, a newish company that until re- 


“long-term brand 

positioning". The 
new kids on the block specialise in being 
"short, sharp and rude". They are interested 
in "guerrilla warfare stuff". It may not make 
for a very edifying election campaign, but it 
should certainly be fun to watch. 
= 





The BSE inquiry 


Wait for it 


HOUSANDS of pages of grisly detail on 

meat-pie making and animal-feed mill- 
ing might seem like a hard read. As bureau- 
crats digest the final report of Britain's sse in- 
quiry, handed to ministers on October 2nd, 
stomachs at the Ministry of Agriculture, 
Fisheries and Food (Marr) and the Depart- 
ment of Health must be churning. Not at the 
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Wild wild East 


N BRITAIN'S popular mythology, the 

East End of London is the rough equiva- 
lent of the American West: a frontier be- 
tween civilisation and lawlessness, popu- 
lated by immigrants, where the virtues of 
self-reliance and community are nurtured. 
Several times a week, millions of Britons in 
comfortable homes settle down to watch 
"Eastenders", a long-running soap opera, 
which chronicles the gritty urban subsis- 
tence and indomitable solidarity of a fic- 
tive East End community. With his twin 
Ronnie, Reggie Kray, who died last week, is 
one of the principal real-life heroes in the 
pantheon of East End mythology. 

In the 1960s Ronnie and Reggie domin- 
ated organised crime in the East End. Reg- 
gie was the normal one, at least compared 
with Ronnie, who was a paranoid schizo- 
phrenic. Nevertheless, as well as perfecting 
a jaw-breaking punch early in 
his criminal career, Reggie was 
involved with a string of shoot- 
ings, slashings and disappear- 
ances before being sentenced to 
life in 1969 for the murder of Jack 
“The Hat” McVitie. Legend tells 
that Reggie, taunted by his 
brother for never having actu- 
ally killed anyone, nailed McVi- 
tie toa London floor. 

Predictably enough, the 
Krays’ long incarceration—Ron- 
nie died in a mental hospital and 
Reggie was let out in August— 
only augmented the celebrity 
they had already achieved, 
tingeing it with martyrdom. 











Dinsdale and Doug have a cuppa 


Iconic 1960s images of the photogenic, 
snappily dressed brothers, sometimes in 
the company of politicians and perform- 
ers, convey an impression of effortless 
glamour. The colourful sobriquets of their 
associates and enemies—as well as “The 
Hat", they include “Champagne”, 
“Dodgy”, “Nipper” and “Mad”—suggest a 
vanished world of cockney wit and ro- 
mantic colour. 

But in the odd way that criminals 
sometimes are, the Krays are revered on 
moral, as well as aesthetic, grounds. They 
clawed their way out of the poverty of the 
bombed-out post-war East End, and were 
devoted to their family. They loathed and 
frustrated the authorities. According to 
their admirers, they and their acolytes ob- 
served their own, pseudo-biblical moral 
code, whereby they mutilated and mur- 
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dered only other mobsters. They were gen- 
erous to their friends. In them days, legend 
has it, the streets were safe for pensioners 
and children. 

Of course, this version of the Krays, 
and the East End, is a nostalgic delusion. 
The East End of the 1960s crawled with 
drunks, thieves and prostitutes, and was 
scarred by racism. One of the Krays’ spe- 
cialisms was the “protection racket”, 
which sounds benevolent but isn’t. Ordin- 
ary East Enders were terrified of them. In- 
nocent people were caught in their cross- 
fire, and identities were mistaken. Many of 
their collaborators informed on them as 
soon as it seemed safe to do so. 

Though parts of the East End are still as 
poor as anywhere in Britain, bits of it have 
become chic destinations for young pro- 
fessionals—perhaps attracted by the raff- 
ish image projected in proliferating East 
End gangster films, which the Kray legend 
has inspired. The new, well-heeled deni- 
zens of the East End may admire, 
even envy, the plucky resilience 
and anarchic independence of 
the legend. Many will turn out 
for Reggie's funeral on October 
uth—which, if Ronnie's 1995 ob- 
sequies are a guide, will also host 
a clutch of ageing villains, nu- 
merous B-list celebrities (includ- 
ingsome from "Eastenders") and 
abattalion of photographers. But 
this theatrical pomp reveals less 
about the reality of the Krays 
than the Monty Python sketch 
about Dinsdale and Doug Piran- 
ha, criminal brothers with a 
penchant for nailing heads to 
the floor. 





finer points of carcass-rendering, but at 
what is expected to be a thorough dissection 
of bureaucratic incompetence. Ministers 
will be considering the findings until the re- 
port is presented to Parliament on October 
23rd. Three days later, the public will at last 
be allowed to-read the report into Britain’s 
biggest public-health scandal for decades. 
The independent inquiry was estab- 
lished by the government two years ago to 
work out the history of two epidemiological 
crises, bovine spongiform encephalopathy 
(“mad-cow’” disease) and its human relative, 
new-variant Creutzfeldt-Jakob disease 
(vcyp). The inquiry's three-person commit- 
tee, headed by Lord Phillips, a high-court 
judge, was also asked to assess whether gov- 
emment and industry responded ade- 
quately to the situation as it evolved. 
Roughly £27m ($39.4m) and 630 wit- 
nesses later, the Phillips report is widely ex- 
pected to be the definitive word on what 
went wrong in Britain between the first doc- 
umented cases of в$Е in 1986 and the an- 
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nouncement in Parliament, ten years later, 
that the strange neurodegenerative condi- 
tion appearing in a handful of young people, 
now called vcjp, was probably linked to 
mad-cow disease. 

MAFF's critics hope the report will take 
ministry officials to task for failing to act on 
early warnings from some of their own sci- 
entists and independent researchers that the 
source of BSE was contaminated bits of 
sheep being fed to Britain’s cattle until 1988, 
when the practice was banned. Marr is also 
likely to be criticised for clinging too deter- 
minedly to the notion that sse could not 
jump the species barrier to man, when some 
external experts said that it might, and for re- 
assuring the public that all was well in 1989, 
when a ban was placed on brain, tonsils and 
other infectious bits of cow entering the hu- 
man-food supply. The number of cases of 
BSE in cattle did not peak until 1992. 

Which former Tory ministers and top 
civil servants will be singled out for criticism 
remains to be seen. As well as assigning 


blame, the report is likely to argue that MAFF 
should consult a wider range of scientific 
opinion. It may also urge that the depart- 
ment should focus less on the interests of 
farmers and more on public health. 

The full human cost of the scandal is still 
unfolding. The basic science of prion dis- 
eases such as sse and vcyp, as well as the epi- 
demiology of real-life outbreaks, has made 
considerable strides since 1996, where the in- 
quiry leaves off. Although new potential 
routes of transmission have been demon- 
strated, fears of millions of patients coming 
down with vcyp are slowly receding. Latest 
projections from Roy Anderson and his col- 
leagues at Oxford University, published in 
August, put the maximum number of vCJD 
cases at a still-horrifying 136,000; the mini- 
mum figure was 60, but that has already 
been passed. The number of confirmed or 
suspected cases of vcyp this year so far 
stands at 29, compared with 14 cases in 1999. 
So far 77 people have died. 
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OURNEMOUTH, Brighton, Bournemouth again. Britain's 

ghastly party-conference season has at last completed its vi- 
cious circle. But there remains one squalid bit of unfinished busi- 
ness. In part of his Brighton peroration last week, Tony Blair 
stepped beyond the season's routine exchanges of insult, carica- 
ture and juvenile slogans. This was when he accused William 
Hague and the Conservatives of being racists. In his melodramatic 
finale, when he exposed his “irreducible core", a solemn prime 
minister told the nation that if they wanted him to exploit the asy- 
lum issue for reasons of race than they had better vote for the other 
man, "because I can’t doit.” 

Is "the other man" a racist? Has Mr Hague really exploited the 
asylum issue for reasons of race? 
When Liam Fox, the Conservatives’ 
health spokesman, questioned the 
qualifications of foreign doctors in 
- Britain, was this, as Mr Blair also 
|. said, just some coded bigotry? 

; Bagehot: took these questions 
“with: him. to. Bournemouth. The 
trouble is, politics is not a court of 
law.Norulegoverns theadmissibil- 
717 ity of evidence. Do you judge peo- 

> ple by what they say? Mr Hague re- 
iterated his belief in racial tolerance. 
umpteen times this week. Do you 
judge by what they do not say but - 
what you think they really mean— 
the essence of Mr Blair's charge 
against Mr Fox? That sort of charge 
can be neither proved. nor. dis- 
proved. Perhaps it is tone that mat- 
ters? Ann Widdecombe, the 
shadow home secretary, protests © 
that although she is pilloried for 
talking about "bogus" asylum- 
seekers "flooding" Britain, all these 
words and more had been used by 
government ministers. As for her 
policy, it is certainly draconian, but 
is it "racist" to propose detaining 
asylum-seekers while their claim is 
considered? The government's policy of dispersing asylum-seek- 
ers, and supporting them with vouchers instead of cash, is not 
conspicuously gentle either. The government claims to be no less 
eager than the Conservatives to reduce theinflow. 

Mr Blair implies that the Tories use a code to send racist mes- 
sages to their members and to voters. If so, the code is wonderfully 
subtle. In Bournemouth, Mr Hague said he wanted to see Asian 
and black mesin Conservative cabinets and looked forward to the 
day when Britain had-a black prime minister. He boasted that 
both of the first-ever British Asians elected to the European Parlia- 
ment last year were Conservatives. He has appointed Steven Nor- 
ris, who was the Tory candidate for London mayor, party vice- 
chairman responsible for race issues—a brave decision, given that 
Mr Norris's genuine passion for racial and sexual tolerance, and 
criticisms of the police, have made him one of the Daily Tele- 
graph's least favoured Conservatives. Mr Hague also made sure 
thatShailesh Vara, a Ugandan-born solicitor standing for the mar- 
ginal seat of Northampton South, got massive publicity as “Con- 
servative Conference Rising Star 2000”. 














` Playing the race card 








rect motions. Maybe the Tory trick is to leave those lower down the 
pecking order to send out the toxic messages? All Bagehot can re- 
port is that some of the Tories from whom you would least expect 
it are saying just what Mr Hague says. It is not only Michael Portillo 
who has mutated from Thatcherite attack-dog to sensitive cham- 
pion of “inclusion”. Here at a fringe meeting is John Bercow, a for- 
mer member of the Monday Club, who chaired the Federation of 
Conservative Students in the infamous days when it was. de- 
nouncing Nelson Mandela as a “communist terrorist”. His beef to- 
day? That the Conservative values of enterprise, self-improve- 
ment, self-reliance and traditional families are.also the values of 
many ethnic minorities. That in trying to restrict immigration pre- 
vious Tory governments gave the 
impression of being hostile to black 
and brown Britons. That the party's 
overall record on race had been 
"pretty poor" for the past 30 years. 
That attempts so far to increase the 
representation of ethnic minorities 
in the party were “risible”. That al- 
though the party now had many 
more black and brown candidates, 
too few (most commentators 
would say only Mr Vara) were in 
winnable seats. This is as close as a 
right-wing British Tory comes to 
saying sorry. If Mr Bercow were Jap- 
anese he would have wept extrava- 
gantly. 

Crocodile tears, Labour will 
doubtless retort. And the fine words 
of Messrs Hague, Portillo, Bercow 
and the rest are admittedly just 
words. But a party defines itself by 
its words, especially when it is in 
opposition and they become its 
only. weapon. It is, moreover, the 
Tories choice of words—or the 
coded message they are suppos- 
edly intended to conceal—upon 
which Mr Blair has built his charge 
of racism. Bagehot contemplated 
playing agent provocateur, trawling Bournemouth’s bars to see 
whether he could trap some befuddled ruddy-faced delegate into 
some horrific racial slur. But what would that prove? Bigots can be 
found in any large group. The point is that the days when the big- 
ots in the Conservative Party received official encouragement 
have gone. 

In 1968, Enoch Powell thrilled many Conservatives with his 
hateful “rivers of blood” speech, railing against a race-relations bill 
which he said would empower immigrants “to agitate and cam- 
paign against their fellow citizens”. Today’s Conservatives have 
supported the government's Race Relations Amendment Bill, 
which extends existing legislation on racial equality to the police, 
and imposes new duties on public authorities actively to promote 
equality. In Bournemouth, delegates old enough to remember the 
Powellite fire and brimstone had. to endure one worthy speech 
after another in praise of tolerance and inclusion. Mr Blair thinks 
he can see through the camouflage into what he knows, just 
knows, to be the wicked racist heart of the party that opposes him. 
The truth, though their enemies will be the last to admit it, is that, 
on this issue, the Conservatives have moved on. 
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_ A squeeze in the Valley 





PALO ALTO, CALIFORNIA 


The physical and financial infrastructure of Silicon Valley is under strain as 
never before. Can the region continue to grow at breakneck speed? 


NSILICON VALLEY, hope usually springs 

etemal. But these days, exuberance is 
hardly gushing. A widely read book is “The 
Monk and the Riddle", a manifesto be- 
moaning the Valley's lack of entrepreneur- 
ialism. Meanwhile, “I Want to Blow Up Sili- 
con Valley", a parody on the area's 
techno-yuppies and their incredible wealth, 
has, to general surprise, become an under- 
£round movie hit. 

At first glance, the world's most innova- 
tive region seems to be in the grip of a high- 
tech hangover. But the story is more compli- 
cated than that. Business may seem as good 
as ever, but this spring's brutal market cor- 
rection has brought to the fore questions that 
have lingered in the background for some 
time.In particular:can the region continue to 
grow at breakneck speed? 

Thebusiness plans for new start-ups still 
arrive by the dozen in the offices of Jim 
Breyer, managing partner of Accel Partners, a 
leading venture-capital firm. But the mood 
has changed completely, he says. Before the 

market correction, things felt much like a 
5 get-rich-quick game. Now they are back to 
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“classic Silicon Valley”. This, he says, is noth- 
ing new: “the region has to learn the lesson of 
excess over and over again.” 

The Internet boom of the past three years 
was indeed one of those gold rushes that the 
Valley experiences every so often—like the 
chip boom of the 1970s and the rc splurge in 
the 1980s. This time round, though, things 
were more extreme. The business model for 
start-ups was often not to have a business 
model—except, perhaps, for a profitable “li- 
quidity event” (public offering). Venture 
capitalists gave start-ups the cash to collect 
as many “eyeballs” as possible, create a lot of 
hype and then to go public after a year or so, 
guaranteeing their investors returns of 
1,000% or more. 

Now, with Wall Street rediscovering 
such fundamentals as value, the buzzwords 
are “path to profitability", "Internet infra- 
structure” and “track record”. Venture cap- 
italists have lost interest in B2c (business-to- 
consumer) and в2в (business-to-business) 
firms and are instead putting money into 
companies developing optical telecom- 
munications equipment, wireless technol- 


'significantly. Not that venture capital 


itin the second quarter of this year they put 
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froth. fine also have hard 
to welcome the change. Start-ups can по 1 

ger put their business plans up for auction, 
and their valuations have therefore drop d 












have stopped investing altogether. Far from 






almost $7 billion into Silicon Valley tech 
ogy companies--a new high. 

















Asofter touch 
Most agree that the Internet boom has le 
profound mark on the Valley. For a start, it 
has made the region's businesses softer an 
smaller. The share of software jobs rose from 






“7%1п 1992 t0 16% in 1999, according to Colla 
^ orative Economics, a local think-tank 





result, there. are many more sma 
around now: the typical software firm has 
employees, compared with 200 at the ave 
age hardware company. 
What is more, business in the Valley, 
which has always valued speed, is no 
faster than ever. Technclogy trends ћ 
shorter life cycle; points out Kevin Fon 
managing partner at Mayfield Fund, a lea 
ing venture firm. Last year, the big new thing 
was B2B marketplaces; chen it was. optical 
networking gear. Now, it is peer-to-peer 
(par)—online services that help users s 
digital goods such as music files. 
The changes go deeper still. Tradition- 
ally, being a Silicon Valley entreprenet 
meant doing something purposeful, inven 
ing the future, says Randy Komisar, auth 
of “The Monk and the Riddle”, who helpe 
to incubate firms such as Webrv, rivo 
Mondo Media. Money has always been 
portant, but not the main driver. In the past 
five years, however, carpetbaggers and sp 
ulators have moved in, Mr Komisar say 
"and, unfortunately, a lot of young business 
people havegrown upinthat environme 
The widespread use of stock options h 
also moved the Valley's mindset from mi 
sionary to mercenary. Options were meant 
tocreateemployee loyalty. But they have be- 
come a currency—which, if its value drops: 
too far, causes people tojump ship. To keep 
staff on board, many technology firms havê 
repriced their options, lowering their strike - 
price to put employees back “in the money”. 
What worries the region's elders more is 
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the pressure created by an excess of capital. 
The sheer volume is increasingly straining 
the foundation of the region's success— 
those trusted and flexible nerworks of ven- 
ture capitalists, entrepreneurs, suppliers, 
lawyers and other service providers. 

The venture capitalists at the centre of 
the networks are feeling the strain most. In 
the early 1990s, a busy partner on Sand Hill 
Road in the hills above Palo Alto, ground 
zero of venture-capital land, was on the 
board of half a dozen start-ups and had per- 
haps the same number of deals in the pipe- 
line. Today, with funds getting ever bigger, 
these figures have doubled—leaving less 
time for supervision of young entrepreneurs 
or even for due diligence. Venture firms have 
tried to cope with the problem by becoming 
more efficient. Many just do fewer, bigger 
deals. Others have created incubators to 
streamline the process of starting up a firm. 
Jonathan Feiber, a partner with Mohr, Davi- 
dow Ventures, says: “The ultimate scarce re- 
source isn't money but time.” 

Other resources are scarce too. The phys- 
ical and social infrastructure of the Valley is 
near the limit. Traffic is worse than ever. 
Drivers lose more than 30,000 hours daily to 
delays— which costs a fortune, given that the 
median wage in the area is more than 
$80,000 a year. Even highly paid engineers 
are forced to commute because they can no 
longer afford to live near their jobs. The me- 
dian price of a single-family home in Santa 
Clara County, the Valley's main district, is 
now à jaw-dropping $600,000. 

This is one reason that headhunters 
complain they cannot coax new manage- 
ment talent (о the Valley. Just as importantly, 
the skyrocketing cost of living makes it 
harder to fill the lower-tech positions that 
account for about half of all jobs in the area. 
If you are a Latino janitor cleaning offices at 
Ciscoor Sun, the chances are that you live in 
a single-family house with two dozen other 
people. The region now has an estimated 
20,000 homeless, roughly a third of whom 
have full-time jobs. 

Local retail establishments are also being 
nudged out because they can no longer pay 
their rents. Dot.com firms are instead mov- 
ing into downtown stores. That is why some 
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cities in the Valley have taken the extraordi- 
nary step of trying to legislate away the high- 
tech tide. Redwood City and San Mateo have 
both slapped 45-day moratoriums on new 
“Internet-related businesses” building, leas- 
ing or renovating retail space. 

It is easy to fault dot.com firms for the 
negative side-effects of the boom. But the cit- 
ies have mainly themselves to blame. Be- 
cause they have never properly co-ordi- 
nated their land use, there has always been a 
chronic shortage of housing in the Valley (see 
map). Between 1992 and 1999, the region 
added 275,000 jobs, but created only 54,600 
housing units. 


Moving out 

Valley veterans like to think that these pro- 
blems will take care of themselves. To some 
extent they are right. Last year, for the first 
time, more people moved out of Santa Clara 
County than in. And в2с firms have started 
moving to cheaper digs elsewhere: for in- 
stance, PlanetRx, an Internet pharmacy, is 
moving to Memphis, Tennessee. Even Infor- 
mix, a veteran database firm, plans to move 
its headquarters to Massachusetts. 

But others compare the Valley to a piece 
of software that becomes more attractive to 
new users the more users it already has. 
There are other successful high-tech “clus- 
ters" now. But more than ever, the Valley is a 
must location for technology firms of any 
size. When being first to market is often more 
important than having the best product, 
tech firms want to be where the most skilled 
talentand the best business networks are. 

That does not mean that the Valley will 
choke on its own success any time soon, as 
some predict. It is more a question of how 
pleasant a place it will be to live. To expand 
more gracefully, the Valley must learn how 
to share—with the outside world and with 
itself. Venture firms will have to invest more 
of their money in other high-tech regions 
and help to create innovation networks 
there—and not only to invest their millions 
within easy driving distance. More compa- 
nies might have to move parts elsewhere, in- 
stead of keeping everything close together. 

Nobody in the Valley would seriously 
argue for wholesale income redistribution or 
government regulation. But many think that 
the "largest legal creation of wealth in the 
history of the planet", as John Doerr, a lead- 
ing venture capitalist, once put it, should not 
serve only to build bigger homes and buy 
ever larger yachts. "The region has to apply 
itsenormous capacity of innovation to its so- 
cial problems," argues Doug Henton, presi- 
dent of Collaborative Economics. In small 
ways this is already happening: for instance, 
more companies now allow telecommuting, 
which allows people to work from home, 
fully wired. If these efforts make a difference, 
Silicon Valley may merit the new name some 
have suggested for it: Innovation Valley. 

= a 





PCCW 


Devalued 


HONG KONG 


MERE seven weeks have passed since 

August 18th. On that day, the ballroom 
of Hong Kong’s Shangri-La hotel was burst- 
ing. Everybody who was anybody had 
turned up to celebrate the merger of Pacific 
Century CyberWorks (pccw) with Cable & 
Wireless нкт, Hong Kong's telecoms flag- 
ship. At last, the star arrived. Basking in a 
dozen spotlights, Richard Li, pccw’s boss, 
pushed through flower arrangements and 
hundreds of outstretched hands. At the po- 
dium he produced a minute or so of plati- 
tudes, then led the toast as the wall behind 
showered fireworks on him and the crowd 
cheered. 

In retrospect this may be seen as the high 
point for Mr Li. Not only was it vintage PCCW 
in its new-age flamboyance. It also marked 
Mr Li's ultimate triumph and rise to respect- 
ability. In the space of a few months he had 
turned himself from a well-connected rich 
kid with some ideas about the Internet into 
the boss of an Asian telecoms giant. It was 
not a tactful moment to ask “what exactly is 
PCCW?” The consensus answer was that it 
was Asia's answer to the challenge of the 
broadband Internet. 

Thehigh point has passed, however, and 
the news has since turned bad. In September, 
trouble surfaced in two of Mr Li's many re- 
cent deals—neither, by itself, material. But it 
got worse. This week, as The Economist went 
to press, PCCW executives were in Australia, 
trying to save a crucial alliance with Telstra, 
that country’s telecoms incumbent. 

Whether or not Mr Li has lost (if he ever 
had) a magic deal-making touch, however, is 
now moot. The most damning verdict is 
coming from the stockmarket: since their 





Li comes out fighting 
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CÁC 


The world leader in business travel information 


The world's most comprehensive source of 
independent business travel information 


So what's the basic idea behind OAG? Anybody 
who flies regularly on business needs, indeed 
deserves, all the assistance they can get. That's 
why worldwide over | million business 
travellers and arrangers use OAG products to 
help them with their travel arrangements. 
They know OAG is the world's leading 
provider of the most comprehensive and 
independent travel information available. 
"Comprehensive"? We manage and assure 
the quality of data from over 800 airlines on a 
daily basis and incorporate information on 
73,000 hotels around the world. 
"Independent"? We're not tied to any 
airline, hotel or chain. We just ensure that you 
have all the information you need to make 
truly independent choices. We provide a 
complete range of relevant information; the 
purchase decision is yours. And as we've been 


doing it now for over 70 years, we are 


confident we're the best in the business. 

How easy is it to access all this 
information? Our basic principle is that 
wherever and whenever you need business 
travel information, you can access it quickly 
and efficiently. There's our website, OAG.com 
or OAG Mobile, which has applications for 
web-enabled WAP phones plus a web-clipping 
function which enables customised data to be 
accessed on PDAs (Personal Digital 
Assistants). The OAG Travel Information 
System is available across a variety of 
platforms, for single users up to corporate- 
wide network solutions. And you can refer to 
the OAG Pocket Flight Guide for last-minute 
changes en route. 

That's why, if you're a business traveller, 
OAG stands to reason. 

Impressive. And the lizard? lt's an 


Orange Asian Gecko... of course. 


Call +44 (0) 1582 695050 





A deal, then the doldrums 
HON Century CyberWorks share price 
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peak in February, when Mr Li unveiled his 
bid for нкт, shares in pccw have fallen by 
two-thirds. Much of that price merely re- 
flects the value of нкт” old-fashioned tele- 
coms cashflow. The market has marked 
down the value of Mr Li’s Internet vision (as 
opposed to the profit streams that he 
bought) from a peak of $59 billion to a mere 
$7 billion, according to David Webb, an ana- 
lyst and editor of webb-site.com. 


Simple or simplistic? 

In part, this reflects the bursting of the In- 
ternet bubble. But in part it also reflects a 
problem with Mr Li's whole vision: its sim- 
plicity is deceptive. Becoming a one-stop 
provider of connectivity and content for 
broadband Internet in fact calls for skills in 
many different businesses (from software 
and iP “backbones” to video production), 
each of which is a potential minefield. In 
content, for instance, PCCW is up against 
global media giants as well as local produc- 
ers, and it cannot partner with all of them. 
On October 4th, Taiwan’s largest cable-rv 
operator jilted pccw in favour of Star rv, run 
by Mr Li's arch-rival, James Murdoch. 

Before the merger, rccw used to be both 
grandiose and cavalier about the vision 
thing. “1 don't mind outsiders finding this 
place confusing," its managing director once 
joked, “If others don't understand what we 
are doing, that’s a competitive advantage.” 
Since the merger, however, the tone has 
changed. The same director—and Mr Lihim- 
self—now praise at great length the stable 
cashflow of the old telecoms business, and 
explain how it will help to pay off debts and 
to subsidise new businesses. Suddenly, the 
tone is that of an established utility, with a 
bitofthe Interneton the side. 

All this is fodder for the sceptics. They 
have been claiming all along that Mr Li, the 
son of Hong Kong’s most powerful tycoon, 
simply used his connections and the heady 
valuations of Internet stocks to raise money 
to buy real assets. The Li family, after all, ex- 
cels at such opportunism: Mr Li’s father used 
this spring’s Internet frenzy to float his own 
hastily concocted web portal. So, what ex- 
actly is Pccw? The interpretation may seem 
atouch cynical, but how about a skilfully be- 
atified shell company? 
SS C ا‎ Г] 
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French corporate governance 


Ambivalent 


PARIS 


MPLOYING a mixture of bravado and 

cheek, Jean-Marie Messier, chairman of 
Vivendi, a fast-growing French media-to- 
utilities group, has once more asserted his 
claim to be France's most influential busi- 
nessman. Announcing half-yearly results 
on October 2nd, he also said that Vivendi, 
which is in the middle of a high-risk $34 bil- 
lion merger with Canada's Seagram, will 
henceforth become a model of good cor- 
porate governance, thanks toa series of mea- 
sures designed to make shareholder votes 
fairer and to sweep away anachronistic re- 
strictions on outsiders. Mr Messier said he 
had listened to the opinions of big investors 
while selling the merits of his merger in 
America. They wanted improvements and 
he has delivered. Other French companies 
should take heed. 

End of story? Not quite. There is more (or 
rather, less) to Mr Messier's reforms than 
meets the eye, not least because they ignore 


BUSINESS 


the mostegregious of Vivendi's anti-investor 
rules. And the trumpeted changes hide the 
fact that newly shareholder-friendly Vi- 
vendi will be no more vulnerable than it was 
to an unwanted takeover bid. Indeed, its 
walls might be harder to breach than before. 
Curiously, it was only in April that Mr 
Messier persuaded Vivendi’s shareholders 
to back a severe restriction on their voting 
rights. Under this new system, shareholders 
with more than 2% of Vivendi lose signifi- 
cant voting power if (as is usually the case) 
the turnout for votes is much below 100%. 
The lower the turnout, the less say big share- 
holders have relative to their actual stake. 
Although it was approved by three- 
quarters of Vivendi’s shareholders, the move 
was also fiercely resisted. Small shareholders 
complained that it was undemocratic and 
would insulate management from take- 
overs. Colette Neuville, head of an associa- 
tion for minority shareholders, sued. The 
case is pending, but Mr Messier has got his 
way for now. He says the restriction protects 
Vivendi from a takeover by stealth. He has 
even described the measure as "banal". 
That banal rule was a glaring absentee 
from this week’s reforms, which include 





A coke and a frown 


MOSCOW 


T A country that regards beer as a soft 
drink, selling flavoured fizzy water at 
premium prices is inevitably a bit of chal- 
lenge. Small wonder that Coca-Cola, 
which has invested tens of millions of 
dollars in Russia since the collapse of 
communism, has yet to report a signifi- 
cant profit there. 

Grappling with Russian teenagers' 
preference for alcohol over caffeine and 
sugar is one headache. The Russian legal 
system is another. The western boss of a 
Moscow advertising company recently 
asked for a Coca-Cola vending-machine. 
His staff soon warned him about some of 










the bureaucratic hurdles involved: 
* Giving Coca-Cola a square metre of 
floor-space free of charge for the machine 
is impossible: article 575 of the civil code 
forbids commercial entities from giving 
anything away free. 
* Sub-letting or sub-leasing without the 
landlord's consent is forbidden by article 
6150f thecode. In any case, this company’s 
lease explicitly precludesit. 
* The company risks the wrath of tax in- 
spectors, as the machine will be operating 
on its premises without an official cash 
register. 
»Sellingsoftdrinks counts as retail trade in 
foodstuffs. This means potential trouble 
in the form of fire inspections and sani- 
tary, medical and trading standards. 
Coca-Cola declines to comment, or 
even to say how many vending-ma- 
chines it has in Moscow. Casual in- 
spection suggests there must be thou- 
sands. This illustrates how many of 
the petty but insuperable-seeming 
hurdles that Russian rules create for 
businesses disappear quickly 
enough if you, or your landlord, are 
paying the right “security firm”. For 
Coca-Cola, or a big western advertising 
agency, this may be tolerable. But itis little 
comfort for the many small businesses 
blighted by bureaucracy before they get 
big enough to protect themselves. 
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ing shareholders had double votes on their 
‘shares, aswell а$ а new injunction against 
; the board issuing new shares during a take- 
over bid. Mr Messier has claimed that, as his 
reforms take effect, more and more share- 
“holders will use their votes, and the restric- 
; tion above 2% will become obsolete. 
` Observers see Vivendi's manoeuvrings 
- astypicalof French companies’ ambivalence 
towards outside scrutiny. The more compa- 
nies are active in international capital mar- 
kets, the more investors will press for greater 
openness. However, French managers have 
proved adept at adopting formal gover- 
“nance mechanisms while doing little to 
change their underlying behaviour. Boards 
of directors remain overwhelmingly French, 
despite the fact that non-French investors 
‘sown around 40% of the shares in the compa- 
nies that make up the country's CAC-40 in- 
дех. Disclosure of bosses’ pay, let alone their 
г. Stock options, is particularly patchy. 
oo. Mr Messier, whose own stock-option 
.. package was until recently also secret, can be 
` admired for his determination to move Vi- 
. vendi towards American accounting stan- 
_ dards (ahead of last month's New York Stock 
change listing). ‘But, as hei is finding out, 








y have tasted i it, they want 
it more often and they want it stronger. If Mr 
Messier can heed that lesson, Vivendi’s days 
asa paragon of good governance may not be 
far off. For the time being, though, style has 





















1а the slow lane 


N A move that is sure to start a price war 
among car makers, Ford slashed its prices 
in Britain this week by around 11%. For years, 
; Britain was known in the motor industry as 
"treasure island", because retail prices there 
cv wereas much as 30% higher as in continental 
Europe. After an inquiry into the car market, 
_ the government insisted that manufacturers 
should allow big dealers the same discounts 
с that fleet buyers enjoy. This led to a flood of 
special offers and cash-back deals, which 
г. Ford has now consolidated into list-price re~ 
ductions. 
Т, Itishard tosee how shaving margins will 
help Ford, which is struggling in Europe. Six 
2 years ago, it had 12% of sales there; now it has 
only 8.7%. The market that used to prop up 
the company whenever its American base 
was in a mess has become an ever bigger 
drain ori profit margins. 
“When: Ford and General Motors report 
third-quarter profits next week, the world's 
top two car companies will show booming 
profits in North America, but woeful figures 
for Europe. Ford's plight is: probably the 


282 





scrapping a siste. under which longstand- 





worse. iin the second. quarter it made operat ; 


ing profits of $18 billion in its American 
automotive division; compared with only 
$157m in Europe, a market of similar size. 

Yet this is happening even as the Euro- 
pean market booms. The truth is that the two 
American firms have been outclassed and 
overtaken by the likes of Volkswagen and 
the revived French companies, Renault and 
PSA Peugeot Citroen. The French pair slashed 
costs just as they brought out exciting and 
highly successful new models, such as the 
Megane Scenic mini people-carriers (mres) 
and the Citroén Picasso. 

GM has made some 





wih the aim of. globálising the company's 


engineering and design. In the process, Ford 
of Europe was scrapped. and power was 
transferred to Dearborn, Ford's headquar- 
ters just outside Detroit. The trouble, says 
David Thursfield, president of a reconsti- 
tuted Ford Europe, was that “running Eu- 
rope from Detroit meant we lost touch with 
the pulse of the market", 

This translated into a tired-looking pro- 
duct range. Over the past five years, Ford has 
brought out only 15 new models, in a market 
where its rivals are bringing out new model 
variations as frequently as possible. Now it 
plans to introduce 45 new 





headway in this new seg- 
ment of the market with its 
Zafira model. But Ford has 
been absent from this, the 
fastest-growing part of the 
European market From 
virtually nothing in 1994, 
European sales of mpcs 
have shot up to nearly ип 
(see chart). Ford did have a 
product, known internally 
as the 212, but this was 
pulled when it saw how 
good см Zafira was. Ford 
also had to scrap its large saloon, the Scorpio, 
because it was not selling (no wonder: the 
front looked American and the back Ger- 
тап). Such flops leave Ford with no product 
in categories that account for around 3596 of 
the European market—an astonishing situa- 
tion fora leading world car company. 

Theother trend that Ford missed was the 
Switch to diesel from petrol across most 
European markets. With petrol so highly 
taxed everywhere, the greater fuel economy 
of diesel engines, even in very small cars, has 
proved increasingly attractive to consumers. 
The fact that diesels are becoming cleaner 
has accelerated the switch. 

How did Ford mess things up so badly? 
One answer is Ford 2000, an ambitious cor- 
porate reorganisation, drawn up in 1994 
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Тһе carin front _ 
| Sales of mini people rir t 
pon Western Europe, ı m 


models over the next five 
yeats. But not even Ford's 
bullish chief executive, Jac 
Nasser, thinks that Ford's 
mainstream products can 
recapture lost ground. De- 
spite the launch this. au- 
tumn of a roomy, stylish 
successor to the old 
Mondeo, he thinks the 
Ford-branded products 

“may notget there” without 
some outside help. 

That help, he hopes, 
will come from booming sales at the higher 
end of the car market, in which Ford’s Jaguar, 
Aston Martin, Volvo and Land Rover brands 
compete. Such models enjoy much higher 
margins than small cars. Combine this with 
the power that Ford brings in terms of in- 
vestment finance and manufacturing econ- 
omies of scale, and the result can be impres- 
sive, as the recent turnaround at Jaguar has 
shown. It took Ford about eight years to sort 
out Jaguar's problems, but with the immi- 
nent launch of a “baby Jag”, designed to 
compete with smw’s highly profitable 3-se- 
nes, the subsidiary is hoping. to cash in. 
Whether it and the other luxury marqués 
can make enough money to cover the short- 
fall in Ford-branded bits of the European 
operations is another question. 












Computer industry 


Cracks in the cube 


SAN. FRANCISCO 


Apple, the comeback kid of computer making, has hit trouble again 


T 1$ supposed to be Steve Jobs’s dream 

machine, the quintessence of how the 
chief executive of Apple Computer thinks a 
personal computer should look: a silent- 
running, eight-inch cube, wrapped in clear 
plastic, with a toaster-like slot on top for cps. 
But so far, the c4 Cube, which wowed the 
faithful at the Macworld trade show only ten 
weeks ago,has sold slowly. The price—about 
$2,800 with the flat-panel monitor its ele- 
gance demands—is a stretch even for fervent 


Macophiles. Worse still, the pretty plastic 
casing is prone to cracking. 

The Cube is one big reason why Apple, 
which has staged an amazing comeback 
since 1997, when Mr Jobs returned to the 
company he had helped to found two de- 
cades ago, is in difficulties once more. On 
September 28th, Apple issued a warning that 
sales in its fourth quarter would be nearer 
$пот than the expected $165m. To Mr Jobs, it 
was just a "speed bump", attributable to dis- 
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io NEW YORK 


IRUSES need their hosts to survive 

long enough to pass them on to others. 

In much the same way monopolists, keen 

to persuade antitrust regulators that they 

face real competition, often have an inter- 
estin preserving vanquished rivals. 

Although neither company would ad- 

ıı mitit, that is part of the reason behind Mi- 

`l- crosoft’s purchase this week of a quarter of 






makes, among other things, WordPerfect 
and its accompanying software, which is 
now the "o (slight) competition: left to 


Perfect, once the market leader but now 
relegated to a few odd niches (including, 
notably, the legal profession), was steam- 
rollered by Office years ago. Helped by à 
few problems of its own making, this took 
Corel to the brink of bankruptcy. In Au~ 


chael Cowpland, dogged also by charges 
of insider trading, resigned. 

Microsoft says it bought into Corel to 
encourage the rival to support its new .NET 
technology initiative. That may indeed be 
one motive for its investment. But the 
$135m bail-out also ensures that Corel and 








‘tor that comes bundled with 
Corel, a Canadian software firm. Corel 


` Microsoft has offered help to an 


Microsoft's all-conquering Office. Word-. 


gust, its founder and chief executive, Mi=- 


WordPerfect do not disappear, taking with 
them any pretence that Microsoft has of- 
fice-software competition. Corel has the 
added advantage of having jumped— 
somewhat over-enthusiastically, suggest 
critics—-on the Linux bandwagon, market- 
ing versions of the free Windows competi- 


WordPerfect. 
This is not the first time that 


opponent on the verge of col- 
lapse. In 1997, it invested $150m 
in Apple so that the then-des- 
perate firm could continue to ` 
produce the only serious desk- 
top-operating-system alterna- 
tive to Windows. In 1999 Micro- 
soft paid $25m tó prop up 
Inprise/Borland, ensuring that 
thecompany would continue to 
make programming languages 
that compete with its own. And 
last year, itinvested in the strug- 
gling Banyan Systems, which 
made office networking and e- 
mail software that competed 
with Microsoft's Exchange. 


&lone-on the medal platform. For a sus 





Microsoft creates another perfect rival 


There is now speculation that Novell. 
faltering competitor in network software 
could be thenext beneficiary of Microsoft. 
largesse. Microsoft's official explanation: |. 
for these investments is that they are all. 
about closer alliances and technology: 
transfer. The effect, however, has been 
protect it from standing embarrassingl 


















pected monopolist, neutered opponents | 
are far better than no oppenents at all: 
































appointing rc sales in all markets and a slow 

г start for the Cube. But investors thought oth- 

. erwise. Unimpressed by the paucity of ex- 

planation, they sent the company's shares 

= down by more than 50%, wiping $9 billion 
off its market value. 

Awkward questions were soon flying 
around. Had the novelty value of the brightly 
coloured iMac desktop computer and its sis- 
ter iBook laptop palled? Or did Apple's pro- 

. blems have more to do with execution, par- 
ticularly its failure to manage well the 
transition from older models to new pro- 
ducts? Given the vulnerability of the shares 
after a tenfold run-up that had as much todo 
with Mr Jobs’s talent for self-promotion as 

`, withthe firm's real prospects, an extreme re- 
< action was only to be expected. 

To what extent are the firm's problems 
Apple-specific? The latest two quarters have 
been lacklustre ones for the whole rc indus- 
try. In the past couple of weeks, both Intel, a 
chip maker, and sci: Systems, a contract 
computer maker, have issued sales warn- 
ings. This week they were joined by Dell, the 
most-watched computer maker. Sluggish 
demand in Europe, combined with a lessen- 
ingof Internet hype and a "wait and see" at- 

< titude towards Windows 2000 among cor- 

“porate buyers, are likely to peg unit-sales 

^ growth well below the 15-20% range that has 
-come to be regarded as “normal”. That said, 
-:severalother big companies, including Hew- 
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lett-Packard, Gateway and Compaq, deny i 
E e hê have only recent A one ne 


that anything horrible is brewing. 
That puts the onus on Apple to show 
that it hasn’t hit a wall of its own. Although 


Mr Jobs saved the firm when it was dying on. 
its feet, his success is largely a consequence $ 
of the mistakes made by the men who ran ^ 


Apple after his ousting in 1985. When the 


prodigal returned, the firm's loyal customer: 


base, starved for years of innovative new 


computers, rushed to snap up the slick, if- 


rather expensive, machines that Mr Jobs be- 
gan to produce for them. 
With the iMac, Apple also succeeded in 


appealing to eager web neophytes, by offer- 


ingthem something that was both more styl- 
ish and less intimidating than the average 
pc. But outside the Mac's comfort zone, in the 
world ruled by Windows, winning converts 
has proved harder. Nor has Mr Jobs even at- 
tempted to win business beyond the "artistic 
professionals" who always loved their Macs. 

Mr jobs reckons that Apple can slowly 
go on winning overall ec market share, at à 
rate of one to two percentage points a year. 
When just 1% of the market is worth $1.5 bil- 
lion in extra revenue, that would be more 
than enough to keep growth fizzing. And 
with Apple's first all-new operating system 


(the technically impressive Mac os x) ready, 


for release early next year, Mr Jobs should be 
able to generate some excitement. But 
whether it will extend beyond the Mac 













ines to upgrade again, is open to qui 


tion, Rivals have responded to the success о 


the iMac: by producing «simplified: and 
snazzy-looking designs of their own; ^ 

A further worry for Apple is the way! 
computing is increasingly shifting fro 
powerful desktop machines, which are the 
firm’s stock-in-trade, to networks. Realis 
this, other manufacturers have moved “be- 


-yond the box”, increasingly looking to make 
~ their profits from powerful servers and sup 
“port services. Most are also bringing outa 


array of “information appliances”, includ. 
ang handheld, wireless devices. | 

Mt Jobs thinks that Apple's focus ont 
consumer will Бе an- advantage, but hı 
seems strangely uninterested in the “post-pc 
devices" that many people believe will ra 
the net to new levels of utility and pervasive 
ness. A year ago, he angrily stormed outo 
interview with this newspaper when he wa 
asked about his plans in this area. 

One reason for Mr Jobs's short fuse ma: 
be that Apple's relatively skinny research 
and development budget has to work much 
harder than those of competitors who bene- 
fit from the huge spending of Microsoft an 
Intel. Premature though it may be to-write 
Apple off again, the irascible Mr Jobs ma 
have to find some new tricks, And fast: = 
C ———— — IER ana OE 1 
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Xerox's paper tiger 


Paul Allaire had hoped to revive Xerox during his second stint as chief executive. Instead, he 
may merely preside over its dismemberment 


N MAY, Paul Allaire injured his Achilles 

tendon during a helicopter skiing trip. The 
same month, the 62-year-old manager para- 
chuted in to rescue Xerox, the ailing docu- 
ment company that he had run for most of 
the 1990s. It is hard to say which has proved 
the more painful experience. 

This week, the newly reinstalled chief ex- 
ecutive saw his firm's share price plunge to an 
eight-year low (see chart) after Xerox issued 
its fifth profit warningin little over a year, and 
its second on Mr Allaire's five-month-old 
watch. Although American boards fre- 
quently recall former star managers in their 
hour of need—think of John Pepper at Proc- 
ter & Gambleor Steve Jobs at Apple, who has 
justsuffered his own setback—rarely has one 
turned from heroic to hapless with such 
speed. 

Xerox's rapid decline, from corporate 
icon to a company so troubled that many on Wall Street are calling 
for it to be taken over or broken up, could pass for a comedy of er- 
rors. Over the past 18 months, it has been hit by the millennium 
bug, Brazil's recession, a bad-debt problem in Mexico and—inev- 
itably—the weak euro. More significantly, the company botched 
an internal salesforce reorganisation, leading to the departure of 
many of its best account executives and a loss of market share. 
Worse, this happened just as competitors, from Canon and Ricoh 
at the low end to Heidelberger Druck at the top, are launching a 
slew of fancy digital photocopiers and high-speed printers. 

The irony is that Xerox, rather like the photographic giant East- 
man Kodak, was early to spot the approaching digital revolution. 
But, like Kodak, it has fallen down on execution. Next to its rivals, 
Xerox has become bureaucratic and arrogant, yet it has continued 
to charge premium prices. Worse, it has been late to market, not 
only with colour and inkjet printers, but with its new, integrated 
digital “document centres”, which can both print and copy. Its Xe- 
rox PARC research centre has long been great at innovating, but also 
bad at moving technology from the laboratory to market. 

But Xerox's increasing difficulties—it warned on October 2nd 
thatit was expectinga loss for the third quarter—raise the frighten- 
ing prospect that its whole strategy may be deeply flawed. The 
company continues to put copiers at the centre of its product 
range. Yet centralised copying (where a document is photocopied 
and then handed out) is losing ground to distributed printing 
(where it is e-mailed first and can then 
be printed as needed) as corporate 
computer networks proliferate. This 
shift is forcing the firm head-to-head 


Not to be copied 
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Xerox became a case study—the first Ameri- 
can group to win back market share from the 
Japanese. And most observers blame the bad 
execution not on Mr Allaire but on Rick Tho- 
man, the highly rated 18m executive (and 
one-time protégé of Lou Gerstner, IBM'S boss) 
who succeeded Mr Allaire as chief executive 
in April 1999. He is particularly criticised for 
the two problems that still plague Xerox: the 
botched salesforce reshuffle and staff cuts so 
severe that customer bills went uncollected. 
Mr Thoman has at least paid the price, being 
forced out of his job by Mr Allaire after just 13 
months (though with an $800,000-a-year 
pension for life). 

Mr Allaire, by contrast, is inseparable 
from Xerox's overarching strategy. He has 
been chairman of the board since 1991 and 
was chief executive for nine years—until Mr 
Thoman arrived. He has never left Xerox, his 
first job, since joining in 1966. While he blames Mr Thoman for the 
reorganisation, as chairman it was surely executed with his bless- 
ing. And although such factors as the euro are clearly external, Mr 
Allaire and his lieutenants have a weak grip on fundamental pro- 
blems. Particularly galling is Mr Allaire’s declaration in July that 
“there will be no more surprises”. One fund manager is despairing: 
Mr Allaire, he says, “promised to stabilise the company, but things 
are worse not better.” 

Itis notclear, however, that much would be gained by dump- 
ing Mr Allaire now. Many investors still trust a man they call low- 
key, but decisive. Unlike “Thoman the showman”, Mr Allaire is “a 
block-and-tackle kind of guy”, says Erick Lucera at Independence 
Investment. “He rolls up his sleeves and gets the job done.” 


Inajam 
Yet Mr Allaire cannot afford to take much more time. This week he 
promised a big restructuring, admitting that Xerox has “an un- 
sustainable business model, and there is nothing we are not look- 
ing at.” With overheads amounting to 27% of revenues, against 15% 
at Hewlett-Packard, there is plenty of scope to cut costs, including 
the dividend if need be. But Mr Allaire may have to go further. 
With $18 billion of debt balanced on a market value of $8 bil- 
lion and declining cashflow, a break-up is a real possibility. Mr Al- 
laire might consider dumping the leasing subsidiary, worth about 
$2.5 billion, to reduce debt. Unloading Xerox’s stake in its computer 
joint venture with Fuji might fetch $4 
billion. Slimmed down to a pure imag- 
ing company, and still armed with a 
strong brand and a huge distribution 





with a new set of competitors, such as 
Hewlett-Packard and Lexmark. 

How much of the blame for all this 
does Mr Allaire deserve? Certainly he 
gets credit for spotting the potential of 
digital way back in the 1990s. When he 
took over as chief executive in 1990 he 
quickly pulled Xerox out of distracting 
businesses such as insurance to focus 
on new technology. Under Mr Allaire, 


5 Dow Jones 
=. Industrial Average 





network, Xerox might regain some of 
its lustre. 

But if Mr Allaire shirks from such 
radical surgery, the company could be- 
come vulnerable to a takeover bid; or, 
more likely, the indignity of being 
pulled apart by a financial buyer. In- 
vestors must hope that this particular 
paper tiger still has at least one more 
roar left in him. 


S visu йын ubi 
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ANTITRUST 


NEW YORK AND WASHINGTON, DC 


The new enforcers 


Опе of the biggest legacies of the Clinton administration will be its revival of a 


more aggressive antitrust policy 


NMARCH, when the Nasdaq stockmarket 
< A stumbled, it became clear that the com- 
: pany with the biggest market capitalisation 

inthe world, and a symbol of America's dy- 
с namic^new economy”, Microsoft, had meta 
‘` competitor it could not crush, legally oroth- 
‘erwise: the Department of Justice (DOJ). Mi- 
crosoft's defeat in court may not have been 
"- theonly reason that nervousness set in over 
the prospects for tech stocks. But it certainly 
focused the attention of America's most ner- 
vous class, its investors, on a risk that many 
- hoped had been laid to rest during the Rea- 
gan administration:antitrust. 
A new expression seeped into Wall 
„Streets vocabulary, the "Klein spread", 
amed. after Joel Klein, head of the рор 
titrust division, who is leaving his post 
Shortly. Mr Klein is one of the few members 
of the Clinton administration who can hon- 
-:estly say, “I have done what I set out to do." 
~The Klein spread reflects the discount in a 
company's shares based on possible anti- 
trust problems. Companies affected include 
WorldCom and Sprint, whose planned 
merger was blocked earlier this year. Deci- 
sions by the Federal Trade Commission 
(rrc) America’s other federal antitrust 
agency, to block the merger of Staples and 
Office Depot and to take a long hard look at 
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the combination of aot and Time Warner 
have also upset investors. 

These high-profile cases, though, are 
mere punctuation marks ina far bigger story. 
How pervasive antitrust action has become 
is shown in a report by the Frc and роу 
about their activities in 1999. The poy 
slammed companies in the businesses of 
billboards, school textbooks, rubbish collec- 
tion, wireless telephony, parking lots, milk, 
radio stations, paper coatings, asphalt and 
concrete production, software, health care, 
grain purchases, banking and petroleum- 
drilling fluids. Not to be outdone, the rrc hit 
supermarket chains, cement producers, pet- 
rol companies, funeral parlours, medical- 
equipment makers, lead smelters, drug com- 
panies, pipelines and the chemical outfits 
producing gloss for kitchen-floor wax and 
anti-knock additive for petrol. 

In the past few weeks alone, an appeal 
court increased the jail. sentences for two 
men who played a rolein a price-fixing scan- 
dal at Archer Daniels Midland; Wells Fargo, a 
large bank, agreed to divest branches in four 
states as a condition of a merger; the big 
American options exchanges were sued for 
refraining from trading the same contract in 
several different places; the record industry 
signed a consent decree barring firms from 










































pushing for including minimum prices in 
advertisements for compact discs; and à 
merger was blocked between two compa- _ 
nies witha large share of the business of pro- 
ducing patterns for home-sewing. 

:Nordoesitstop there. The rre is about 0 
announce a $100m penalty on Mylan Lab: 
oratories, a drug company, for cornering the 
market for the active ingredient of a com 
mon anti-depressant. A radio operator ha 
agreed to sell 99 stations in order to complet 
a merger. In. Florida, two hospitals paid 
$500,000 in fines for co-operating tooclosely 
ona partnership. And manoeuvring contin- 
ues in the lawsuits against MasterCard and. 
Visa and, of course, Microsoft. 


The urge to merge 
As for mergers, since the end of 1997, the po 
has blocked big ones in defence (Lockheed: 
Martin and Northrop Grumman), alumi 
nium. (Reynolds and Alcoa) and telecoms: 
(WorldCom and Sprint, and numerous cel 
jular deals). It has tried to block a merger b 
tween two airlines (Continental and North 
west. Airlines) and prosecuted another, 
American, for predatory pricing. The rre has. 
stopped mergers in drug distribution. (on 
involving McKesson, the other Carding 
Health), supermarkets i with: Wi 
pit Pathmark. with Royal Ahold), book 

selling (Barnes & Noble with Ingram), video 
rentals (Hollywood Entertainment. and 
Blockbuster), helicopter making (Bell wit 
Boeing), industrial gases (British Oxygen’s 
acquisition by Air Liquide and Air Products), 
drugs (Abbot: with Alza) and cement (La 
farge with Blue Circle). 

Those mergers that doget through areof- 
ten altered. jos Uniphase was allowed to. 
buy £-Tek only on ‘condition that rights to: 
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would be surrendered. Banks, rubbish col- 

lectors and telephone companies have been 
“allowed to complete acquisitions only if 
` they make divestitures. Intel had to share 
“chip technology acquired from Digital 
"Equipment with Advanced Micro Devices 
гапа Samsung. Roche, a drug maker, was al- 
lowed to buy Corange only after agreeing to 
^. reveal research on sophisticated heart medi- 
` cation. Asa condition of their merger to form 
` Diageo, Grand Metropolitan and Guinness 
^. were required to sell Dewar's Scotch and 

2; Bombay gin. 


Straightand narrow 


Taken individually, most such cases may 
seem tediously narrow, of interest only to 
. those directly affected. Perhaps because of 
this, the expanding reach of antitrust in 
America has received little attention. It helps 
that Mr Klein and his counterpart at the FTC, 
Корен Pitofsky, have been deliberately low- 
Кеуіп talking about their activities, claiming 
that We are modest and in the mainstream 
_ of legal thought and economics. They con- 
cede that they have been more intervention- 
ist than the laisser-faire ideologues of the 
Reagan years, but they say they are nothing 
like the trust-busting zealots of the 1960s 
who saw evil in every big company or 
г merger. It is inconceivable today, says Mr Pi- 
.tofsky, that mergers of companies with in- 
significant market share would be chal- 
! lenged, which wascommon in the heyday of 
antitrust; but itis equally inconceivable that 
24 airline mergers would be permitted with- 
; Quta challenge, as they were in the 1980s. 
To prove. their moderation, the trust- 
. busters point out that the percentage of 
mergers to which they give more than an ini- 
tial review is 2% and falling. But this is mis- 
| leading. The number of mergers each year 
has risen to almost 5,000, over twice as many 
. as a decade ago. Lots of mergers now get an 
initial review even though nobody believes 
they pose any threat to competition. In 1976 
Congress passed. a law requiring every 
“merger worth more than $15m to be submit- 
ted for review tothe erc and poy, à number 
«chosen tocatch only the 150 largest deals, Ву 
171999, some 70% of the mergers submitted 
уеге worth less than $100m, a value many 
: "investment banks would consider too small 
*.tojustify.a public offering of their shares. 
Other figures point. more clearly to a re- 
surgence in antitrust activity. Criminal fines 
levied by the роу have risen from $27m in 
1996 to $11 billion in 1999. The staff at the 
poy’s antitrust arm, slashed from 1,000 to 500 
during the Reagan administration, has now 
crept back up to over 800—and this under- 
-. States the true increase, because the depart- 
. mentis increasingly outsourcing big cases to 
private law firms. More mergers have been 
blocked in the past three years than during 
theentire Reagan administration. The Mylan 
fine is five times larger than anything previ- 
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buy sophisticated fhe optic components ; 


ously imposed by the rre: The three-year 
jail termi for one executive at Archer Daniels 
Midland was another record. Criminal-con- 
tempt fines, long absent from antitrust suits, 
were revived in the petroleum-fluids case. 

When America first passed the Sherman 
antitrust act in 1890, it was unique in the 
world. Now, according to a report prepared 
by the рој, more than 80 countries have 
antitrust legislation on their books. This has 
helped American officials to extend their 
reach abroad. Bilateral agreements on en- 
forcement have been signed with Brazil, 
Canada, the European Union, Japan and, 
this July, Mexico. Co-operation with the е0 
competition authorities is particularly close, 
though the risk of conflict remains (see box 
on next page). In a recent valedictory speech, 
Mr Klein called for the creation of a new 
agency to co-ordinate international anti- 
trust activity; the ки has suggested expand- 
ing the scope of the World Trade Organisa- 
tion to include competition policy. 

A decade ago, American antitrust efforts 
looked almost exclusively at American com- 
panies and transactions. This has changed 
dramatically, as American trust-busters 

















have taken on many international cartels. Six 
European executives are behind bars in 
America for conspiring to fix the vitamins 
market. Executives at De Beers face an out- 
standing warrant from a 1994 cartel investi- 
gation that has resulted in its key executives, 
in effect, being banned from the country. 
More than 90 grand juries are hearing evi- 
dence in cartel cases, a third of them with in- 
ternational scope. James Griffin, head of the 
Justice Department's cartel-enforcement ef- 
fort, says his department is negotiating one 
plea bargain a month with people wishing to 
expose price-fixing rings. 

The Clinton trust-busters not only dif- 
ferentiate themselves from the Reagan years 
in their activism. They have also made a sub- 
tle change from the administration. of 
George Bush Sr, when antitrustenforcement 
mostly took the form of private agreements 
between regulators and companies. The ad- 
ministration has overtly sought to make law 
by pushing cases into court. Companies that 


try to cut a deal ate findingit much harder to 
get a yes. Concessions were offered and re- 
jected by Staples and Office Depot, and by 
both McKesson and Cardinal Health, 
among others, says Mr Pitofsky. Mr Klein 
boasts of his department's willingness to 
take huge cases, such as Microsoft, Visa/ 
MasterCard and American Airlines, to court. 
“Go back decades,” he says. “You can't find a 
case of that magnitude." 


In business we don't trust 


According to Mr Klein, the recent surge of 
antitrust activity is mainly a response to four 
trends: deregulation, a merger wave, global- 
isation and technological change. Not long 
ago, large state and federal bureaucracies set 
prices for utilities providing electricity, tele- 
phone lines and even airline flights. The 
number of radio and television stations any 
single company could own was limited. 
Such controls have all gone, leaving only 
market forces. That means itis upto the anti- 
trust authorities, Mr Klein argues, to ensure 
that markets are sufficiently competitive. 

The huge volume of mergers has been 
more remarked on. But, as Mr Klein puts it, it 
is still “an order-of-magnitude shift ill-ap- 
preciated as to its consequences.” And since 
many of these deals are global in scale, that 
brings further complexity and, potentially, 
dangers. 

Mr Klein also lays great emphasis on the 
potential for new technology tocreate global 
monopolies. In particular, “network effects” 
may make it hard for rivals toenter an indus- 
try already dominated by an incumbent 
with an established network of users. Net- 
work effects allowed: Microsoft to create the 
"applications barrier toentry" that was a big 
element in the case against it. But they exist in 
numerous other markets as well. The anti- 
trust authorities are particularly concerned 
to ensure that newly created business-to- 
business exchanges do not exploit network 
effects to stifle competition. 

America's antitrust enforcers are work- 
ing weekends in the pursuitof what they be- 
lieve are substantial economic. benefits for 
consumers. Are they right? Adam Smith 
famously noted the tendency of business- 
men to take any opportunity to conspire 
against their customers, but felt that there 
was little the state could do to stop them. 
Most other economists were dubious about 
the effectiveness of antitrust policy until the 
early 20th century. More recently, the profes- 
sion has been split over its merits. There is 
general agreement that competitive markets 
benefit consumers. The debate concerns 
whether or not the government is able to 
keep markets appropriately competitive, 
and what the costs might be if it intervenes 
inappropriately. Milton Friedman, for ex- 
ample, started as a supporter of antitrust; but 
he turned against it in part because he 
thought that the possibility of being the vic- 
tim of a mistaken antitrust action might de- 
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At Huawei we believe. that modern communication is for 
all the world's citizens. We think it's just as important to 
create the connections that bring the simple necessities of 
rural development, as it is to help to transform a complex 
economy. Actually, we do both by offering a complete 


package of telecommunications systems for core, 


transmission and access layers. It's based on a range 
cutting edge products built to uncompromising qual 
standards. It covers all types of fixed, mobile and di 
communications networks - from local to global - for voi 
data, video and internet connections. On the service si 


we also offer consulting, design, finance and after sa 








support. We keep an eye on the future by investing fully 
1096 of all our revenues in R&D. Just as important, 
we always keep our ears, and minds, open to what our 
customers have to say. Come and talk to Huawei. You'll find 
some fresh thinking about telecommunications. And 


network solutions that can widen the world for everybody. 
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The sparrowhawk has a commanding presence 


through its power, agility and exceptional vision, 


Our Investment Banking and Markets 
business has formidable strength in managing 
acquisitions and equity raising in the energy. 
and utilities sectors. Our specialist knowledge. 
covers the full range of industry activity from 
oil exploration through to transmission and 
distribution of gas and electricity. 


Our detailed understanding of each stage of 
this industry value cliain is the foundation of 
our execution strength in a fast changing 


global environment. 
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ter good businessmen from attempting 
worthwhile new things. 

_ The trust-busters’ biggest difficulty is de- 
ciding whether or not a market is (suffi- 
ciently) competitive. Traditional legal defini- 
tions of market power, which look. at the 
number of significant firms in a market, are 
viewed with increasing scepticism by econ- 
omists, who prefer to look how easy it is 






offirmsin the industry and adding up the to- 
tal, is nowadays dismissed as irrelevant, ex- 
cept as a preliminary screening device. Yet 
antitrust lawyers still give much weight to it. 

Judging the ease and likelihood of new 
entry inevitably involves speculation, espe- 
cially about how market structures change 
Over time. For instance, new entry tends to 
occur because incumbents are earning big- 
ger profits than they need in order to stay in 
business. It is the sight of excess profit that 
eventually attracts new competitors. 

R Those who worry that America’s trust- 
busters are going too far argue that they have 
used definitions of markets that are far too 
jarrow and static. Many markets under 

ıı. scrutiny are small enough for it to be likely 
that, if serious monopoly profits were being 
made, another company would enter. In one 
recent case, a merger of two of the three big- 
gest baby-food makers was blocked. But 

i|: Wal-Mart, among others, already makes soft 

_ drinks. Can apple sauce be much harder? 
^ Norare there any obvious large barriers 

to entrepreneurs opening a supermarket or 
to banks putting an атм in a store, for exam- 
ple. Local radio stations face intense compe- 
tition, not least from rivals delivering via the 
Internet. The airline industry, subject to nu- 
merous antitrust actions, is notable for its 
meagre profitability, hardly a characteristic 
typical of the abuse of market power. The 
case against MasterCard and Visa, which 
operate in the apparently highly competitive 
credit-card industry, may repeat acommon 
1960s error of protecting not competition but 
a particular competitor, in this case Ameri- 
can Express. 

Two big oil mergers, Exxon/Mobil and 
вр/Атосо, have been challenged over the 
past two years, and allowed to go forward 
only after numerous concessions were 
made, including massive divestitures of ser- 
vice stations. Years ago, this may have been 
important to maintaining competition. 
More recently, however, petrol pumps have 
appeared in front of numerous stores that 
use the stuff as a draw to sell expensive crisps 
and sweets to jaded motorists. Another 
merger, BP Amoco's with Arco, was chal- 
lenged because both firms had large reserves 
in Alaska, and вр had used its market power 

i to maintain higher prices on the west coast 

т by exporting crude oil to the Far East.” This 

-conclusion seems to reveal an anti-trade bias 
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Spaghetti Monti 


BRUSSELS 


VEN in an all-American merger, it is no 

longer enough to satisfy American reg- 
ulators alone. The bigger the merger, the 
more likely it is to attract scrutiny in Eu- 
rope as well. The European Commission 
claims the right to investigate any merger 
involving a firm with a significant pres- 
ence in EU markets. In July the commis- 
sion followed the Americans in blockinga 
merger between WorldCom and Sprint. It 
is still scrutinising the AoL/Time Warner 
deal. But this week Time Warner and Em1 
withdrew their merger plan following the 
commission’s objections. 

If it does not block deals, the commis- 
sion can demand radical changes in their 
terms. This year it allowed Vodafone Air- 
Touch, a British telecoms firm, to take over 
Mannesmann, a German one, but only so 
long as it sold a Mannesmann subsidiary, 
Orange. In July the commission told Mi- 
crosoft it could not take control of Tele- 
west, a British cable company, but would 
have to settle fora minority stake instead. 

Like their American counterparts, 
European trust-busters have been getting 
bolder and busier. There has been a sharp 
increase in activity since a new compe- 
tition commissioner, Italy’s Mario Monti, 
took over in September last year. The 
commission has formally blocked only 13 
mergers in the past ten years—but three of 
those decisions were made by Mr Monti. 
In his first week at work he blocked a deal 
among British package-holiday operators. 
So far this year he has blocked two deals 
outright: the WorldCom-Sprint merger, 
and one between two Swedish motor-ve- 
hicle makers, Volvo and Scania. An alumi- 
nium deal, Alcan's bid for Pechiney, col- 
lapsed in the face of his objections. 

Commission officials insist that Mr 
Monti is not being more interventionist as 
a matter of policy. Rather, the commission 
is. doing more because the number of 
mergers is rising so fast. Unlike the Ameri- 
cans, who have to challenge a merger in 
court, the commission has the power to 
block it—though it has only four months 
after notification in which to do so. Its de- 
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cisions can be appealed to the European | 
Court of Justice, but that rarely happens 
because of the cost and time. x 
The entwining of the American and 
European markets. means that mor 
mergers are attracting simultaneous | 
American and European scrutiny. ки offi- 
cials stress that they and their American 
counterparts work closely together. The: 
biggest transatlantic antitrust row came in. 
1997 when American antitrust authorities. 
wanted to bless a merger between Воеіпі 
and McDonnell Douglas, whereas. the 
commission wanted to block it. In the eni 
it scraped through, with some condition: 
attached by the ки. Since then, says on 
commission official, “we are on the phon 
all the time discussing issues with coun 
terparts at the rtc and Doy. The proce 
dures are not necessarily the same but the 
policy is the same.” | 
Could that change? It might. Some 
American officials think the ки is already 
moreaggressive than they are, for instanci 
in stopping ‘vertical mergers. Mr Monti is 
also conservative in his view of the “new 
economy”, insisting that the old rules still: 
apply. He does not believe that temporary: 
monopoly is a necessary reward forinno- 
vators in new markets. A shift in America | 
towards greater tolerance could leave Eu- 
rope looking heavy-handed. 











































. and,odder still, to assume that ойр 





ANTITRUST — 


notseton a global basis. 

The Fre case against cp makers argued 
that they should not be allowed to demand 
that retailers include minimum prices for 
their products when they were mentioned 

-in adverts for their stores. This is a revival of 
the old attacks on “vertical arrangements" 
between firms at different stages in the pro- 
duction process. These. vertical arrange- 
ments, many economists row reckon, are 
unlikely to be harmful to consumers. In cps, 
for example, there is no obvious reason why 
:amanufacturer would wanttoset minimum 
“prices that reduced its total sales. Nor did 
anybody stop other (non-advertising) stores 
"from selling the cps for any price they chose. 
The етс also:claimed that the vertical ar- 
rangement . caused consumers harm 
amounting to$500m, a number that was cal- 
. culated by the rrc’s lawyers but privately 
_ disowned by its economists. 
The rre also recently launched the first 
| prosecution in many years under the Robin- 
son-Patman price-discrimination act. After 
a four-year investigation that ended in 
. March, McCormick, a huge spice company, 
vas found to be selling products in auctions 
o large grocery chains more cheaply than to 
er stores. It settled, promising not to dis- 
riminate between stores again —which may 
result, perversely, in higher spice prices for 
many consumers. S 


New economy,« old rules 
1 future, however, the biggest question of all 
s likely to be the role of antitrust in techno- 
logically innovative industries. The Micro- 
. Softcase wascrucial in establishing that anti- 
trust had а role to play in the “new 
economy”. But the behaviour of Microsoft in 
seeking to stifle innovation by rivals was 
"particularly egregious, making it almost 
more of an old-economy than a new-econ- 
omy case. In many other instances involving 
new technologies, a degree of temporary 
. monopoly may be part and parcel of inno- 
vation. The treasury secretary, Larry Sum- 
mers, suggested in a recent speech that the 


- pursuit of monopoly power could become 


“the central driving thrust of the new econ- 
omy"-—an echo of the arguments made by 

“another economist, Joseph Schumpeter, 
‘rather longer ago. 

In this model of the “new economy", in- 
efficient monopolies may not survive for 
long, in contrast to monopolies in the old 
: economy. Because technology such as soft- 

`: ware requires huge fixed investment up- 

< front, but involves trivial marginal costs, it is 
highly likely that competition will result in 
“fragile monopolies” being created, with 
single companies dominating segments fora 
time, until they are toppled by rivals. In this 
i world, are antitrust officials able to predict 
the evolution of market structures better 
‘than people working within them? An ex- 
ample of the difficulties occurred just before 


0094 


r ces are : 


-the Clinton administration took office. As 


part of a settlement allowing them to merge, 
Borland and Ashton-Tate were required to 
cease trying to enforce copyright of the look 
and feel of their programs. This allowed a 
new competitor to come in and dominate 
the market: Microsoft. 

However, one argument. against this 
scepticism has been best put by Paul Romer, 
an economist at Stanford University. He has 
suggested that the notion that antitrust en- 
forcement is not needed in the new econ- 
omy rests on the mistaken assumption that 
technological change is exogenous, that is, 
independent of an industry’s structure. Yet 
the Microsoft case suggested that a suffi- 
ciently powerful incumbent could in some 
circumstances act as a barrier to innovation. 
On this basis, Mr Romer concludes that, al- 
though it is wise to wait and see if a monop- 
oly proves only temporary before acting, 
antitrust enforcement may often be more, 
notless, necessary in the new economy than 
it was in the old. 





An obvious difficulty in proving the ef- 
fect of antitrust, either way, is that nobody 
can say how the economy would have de- 
veloped without it. Certainly, America’s 
markets are generally more competitive than 
those in countries without antitrust laws, 
which is striking. On the other hand, points 
out George Bittlingmayer, an economist at 
the University of Kansas Business School, 
periods of aggressive antitrust activity in 
America, from the attacks on “robber bar- 
ons” in the early 20th century to the 1960s 
and 1970s, have often been associated with 
weak economic performance and a lacklus- 
tre stockmarket. By contrast, periods of light 
antitrust activity, such as in the 1920s and 
1980s, have been periods of robust growth, 
innovation and soaring share prices. Still, 
judging by the stellar performance of Amer- 
ica'seconomy and stockmarket on its watch, 
the Clinton. administration's enthusiastic 
trust-busting appears to have been be- 
nign—at least until recently. 

While the extent to which consumers 
have gained or lost from trust-busting is 
hard to prove, one group emerges as clear 






winners from it: the lawyers and economists 
who make a fortune fighting cases in court. 
David Boies, the lead attorney in the Micro- 
soft case, has built a big law firm on the back 
of his performance. Older law firms are rap- 
idly expanding antitrust departments, 


Modernise or die 


Even supporters of America’s antitrust re- 
gime think that aspects of it need tobe mod- 
emised. The first is the 1976 limit requiring 
any merger in excess of $15m to be filed for 
approval. That figure is now absurdly low. 
According to the Business Roundtable, a lob- 
bying group, a merger review typically in- 
volves more than 100,000 documents. Con- 
gress is considering raising the filing limit to 
$50m, but in order tocaptureonly the largest 
200 deals it would need to raise the figure to 
$1 billion. 

Time is of the essence. Markets often 
move quickly, as do the inner dynamics of 
companies. It would help to have a legal fast- 
track, to minimise uncertainty and to ensure 
that antitrust cases do not stay so long in the 
courts that by the time they are concluded 
the original offence is ancient history. Eu- 
rope tends to be quicker in reaching antitrust 
decisions, largely because it keeps them out 
of the courts. But, as Mr Klein and others 
have argued, the risk of a divergence of views 
between trust-busters around the world also 
points to the need for better co-ordination. 

Another idea would be to merge the rrc 
with the antitrust arm of the poy. This would 
remove incentives for the two agencies to file 
a lawsuit at the earliest opportunity, to en- 
sure that they do not lose to their rival the 
right to oversee a particular firm. The last 
thing the economy needs is a competitive 
market for antitrust enforcement. To stop 
firms being tangled in numerous duplicate 
antitrust cases, Congress could also pass a 
law, under its right to. regulate interstate 
commerce, tightly restricting the ability of 
individual states to bring antitrust suits—an- 
other area of rapid growth. 

Both supporters and opponents alike 
say that the greatest impact of antitrust is the 
deals that do not take place. Critics say that 
the legal costs and business risk associated 
with antitrust may deter businessmen from 
trying anything new that might land them in 
hot water—and that many beneficial activi- 
ties will not take place as a result. Mr Klein, 
on the other hand, celebrates those deals 
that have not occurred because of the regu- 
lators. Without antitrust, he could imagine, 
say, the airline industry consolidating to a 
single carrier, or Boeing merging with Airbus, 
along with many other deals that would 
clearly hurt consumers. There is something 
to this. But there is also a risk that antitrustof- 
ficials could over-reach themselves and start 
interfering too much. Striking the right bal- 
ance will be a key challenge for the new 
American president, whoever that is. 
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We wanted to switch on more people to our 
home entertainment products. To give our 
business a surge of energy. Easy access to 1.5 
billion new consumers seemed like a good place to 


start. A stable tax-free business environment free 
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of bureaucracy was another obvious attraction. As 
was the easy availability of labour, warehouses, and 
a sophisticated infrastructure. World class port 
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What makes 
‘Czech Republic 


the MODEL LOCATION 
for foreign investors? 
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Fighting America's inflation flab 





a 


One way to reduce inflation is to raise interest rates. Another is to pick a 


better-looking measure of it 


IETERS, desperate to convince them- 

selves that they have lost weight, some- 
times "adjust" the dial on their scales, magi- 
cally shedding a few pounds. Prudent 
central bankers, charged with keeping infla- 
tion rather than waistlines under control, 
would surely never cheat like that. Yet some 
critics claim that America's Federal Reserve 
has been tampering with its inflation gauge. 

The accuracy of inflation measures mat- 
ters, because they largely determine when 
central banks raise or cut interest rates. At its 
meeting on October 3rd, the Fed left rates 
unchanged, as had been widely expected. 
The Fed believes that inflation remains un- 
der control, and that somewhat slower 
economic growth will continue to keep 
prices incheck. In contrast, at its meeting two 
days later, the European Central Bank (ECB) 
increased its interest rate by a quarter point 
to 4.75%. This is because inflation in the euro 
area is likely to top 2.5% in September, well 
over the 2% ceiling of the Есв% medium- 
term target. 

Curiously, despite the popular view that 
America's inflation remains subdued, its 
consumer prices are actually rising faster 
than in the euro area—up by 3.4% in the year 
to August. Indeed, the core rate of inflation, 
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excluding food and energy, was 2.6% in Au- 
gust, up from 1.9% at the end of 1999. Over the 
same period, core inflation in the euro area 
edged up more modestly, from 1.1% to 1.3%. So 
how can Alan Greenspan, the Fed chairman, 
sleep soundly at night? One reason is that he 
sees the consumer-price index (cpr) as badly 
flawed. He prefers the personal consump- 
tion expenditure (pce) deflator, which just 
happens to be rising more slowly. 

Could this be a nasty case of "inflation 
trim":changing to a friendlier measure of in- 
flation when the previous one starts to flash 
red? crt inflation has been trimmed in re- 
cent years through statistical adjustments 
recommended by the Boskin commission in 
1996. On the old basis American inflation 
would now be almost 4%, the highest since 
1991. But not content with this improved 
yardstick, until recently the Fed was increas- 
ingly stressing in its comments the superior- 
ity of core crt inflation, which, unlike the 
headline rate, fell during 1999. This year, as 
core inflation has risen, it turned to the PCE 
deflator — which helpfully suggests that 
core inflation has risen only slightly, to a 
mere 1.8% (see chart). 

To be fair to Mr Greenspan, every mea- 
sure of inflation has flaws, so he is not neces- 


sarily cheating. Consider the differences be- 
tween the headline ср! and the pce deflator. 
The crt seeks broadly to measure how much 
more itcosts to buy the same basket of goods 
now compared with a year earlier. In the PCE 
deflator, on the other hand, the weights of 
items in the basket charge each year, to re- 
flect how people shift their spending to- 
wards cheaper goods. If the price of apples 
rises, people buy more pears. The cpr thus 
tends to overstate inflation. But the pce may 
understate it, because it assumes that shifts 
in spending in response to the higher prices 
of some goods do not lower consumers’ 
standard of living. The crt also gives twice as 
much weight (20%) to changes in the price of 
owner-occupied housing. But in both mea- 
sures this price is based on the cost of renting 
a similar property, using a method that 
many economists reckon is distinctly dodgy. 

Not everybody within America’s Fed- 
eral Reserve System loves the РСЕ as much as 
Mr Greenspan. A study by Todd Clark, at the 
Kansas Fed, suggests that the pce is flawed 
because it uses less reliable price data than 
the crt. For instance, its inflation rate for 
private education is based on the wages paid 
by schools, not the prices paid by consum- 
ers. After weighing up the various pros and 
cons, Mr Todd concludes that the crt is a bet- 
ter guide to inflation. 

Above all, the Fed's critics emphasise 
one big difference between America’s cpt 
and that in most other countries: the increas- 
ing use of “hedonic” pricing methods to strip 
out the effects of improvements in the qual- 
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'sions and so on. Hedonic pricing breaks 
down a product into its key features—say, 
the memory and speed of a computer--and 
then assigns prices to those features rather 
than to the product as a whole. This allows 
“price rises due only to higher quality to be 
knocked out of the index. Critics worry that, 
however sensible this is, it misleadingly low- 
ers American inflation compared with 
countries that do not use such methods. 

The св chosen measure of inflation is 
the harmonised index of consumer prices 
{ніср). This was an imperfect measure from 
the start, devised as a politically acceptable 
. way in which tocompare inflation on acon- 
sistent basis across Europe's economies. This 





ity of home computers, cars, clothes, televi- « 


vergence criteria, which required countries 
joining Europe'ssingle currency to have sim- 
ilar, low rates of inflation. Itexcludes entirely 
the cost of owner-occupied housing. 

The uic» also takes less account than 
America's cr of improvements in product 
quality, but it may be less flawed in other 
ways. The ece has said that its inflation tar- 
get of о-2% explicitly allows for measure- 
ment bias, but it has not said how big it 
thinks the statistical error is. Johannes Hoff- 
mann, an economist at the Bundesbank, es- 
timates that Germany's cpr overstates the 
annual inflation rate by three-quarters of a 
percentage point. France’s error is probably 
smaller. America’s Boskin report concluded 
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v2 HAT do. уои do. with your top- 
rated bank analyst when you buy a 
firm with less-respected analysts? Sack 
| him, obviously. This is what Credit Suisse 
| First Boston (Сѕєв), which is buying Do- 
| naldson, Lufkin & Jenrette (prj), has just 
. “doneto Michael Mayo, csrs's top banking 
` analyst: The company's head of research, 
Alfred Jackson, insists that Mr Mayo was 
| given the chop because p:j's bank ana- 
lyst, Susan Roth, is better. Yet Ms Roth is 
Jess known and less well-regarded. Мапу 
“suspect that Mr Mayo was sacked for be- 
ing bearish, In. May last year he issued 40 
| “sell” recommendations on banks. Mr 
| ` Mayois surprised about his treatment. He 
should: not be: the investment bankers 
"from DLJ; led by Richard Barrett and Ge- 
rard Smith, do not seem to get along with 
analysts with independent views. 

Allanalystsatinvestment banks tread 
a difficult line. Investors want honest 
^: opinions, yet most of the banks’ profits 
come from investment banking: mergers 
and acquisitions (maa) and rros. The 
pressure not to say anything upsetting to 
these actualor potential clients is huge. 

Mr Jackson says that he did not talk to 
- Mr Barrett about Mr Mayo. Yet Mr Barrett's 
history suggests that he is uncomfortable 
with strong-minded folk. When his in- 
vestment-banking team moved to DLJ 
from uss Warburg, the former sacked its 
bank analyst, Tom Brown. Mr Barrett de- 
nies Mr Brown's claim that he had him 
fired. Still, it is curious that the firm sacked 
an analyst who had been ranked top for 
almostten years. Doubtless it had nothing 
todo with the fact that Mr Brown said that 
many bank mergers destroyed value. 

At ups Warburg, too, Mr Barrett was 
instrumental in. getting па of another 
bank analyst with strong views, Charles 
Peabody. Mr Barrett says that Mr Peabody 
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was ditched because he was not ranked. 
But Mr Peabody was regarded as the sec- 
ond-most valuable analyst at uss by its 
customers. "Dick doesn't want to work 
with analysts; he wants to work with 
cheerleaders," says Mr Brown. Sharehold- 
ers have suffered even more than bank 
analysts. "Dick Barrett and Gerry Smith 
have put together someof the worst merg- 
ers in banking history," avers one critic. 
Between them, they advised Bank One in 
its takeover of First usa; West One, in its 
takeover by us Bancorp; and, most re- 
cently, AmSouth Bancorp, in its purchase 
of First American. Shareholders may wish 
that none of these deals had been done. 

Mr Mayo worries about the health of 
America's banks. Regulators are twitchy, 
too. Problem loans have doubled over the 
past two years, yet banks' reserves are at 
their lowest since 1986. The occ, an Amer- 
ican bank regulator, frets that investors’ 
and bank analysts’ expectations are too 
high, causing banks to take more risk, Un- 
fortunately, for analysts the price of low 
expectations is all too clear. 








was made necessary by the Maastricht con- 








that America's inflation rate was overstated 
by an annual 11 percentage. points, but 
roughly half of that has since been “сог- 
rected”. Thus, the срт in America and in the 
euro area may now overstate inflation by 
similar amounts. 


Deeper deflation 


Japan's crt is а lot worse. It excludes many 
popular goods such as mobile phones and 
personal computers, which have fallen 
sharply in price. A study by Shigenori Shirat- 
suka, an economist at the Bank of Japan, es- 
timates that the inflation rate may be over- 
stated by as much as two percentage points. 
So Japanese consumer prices may be falling 
by even more than the 0.8% decline reported 
by the official figures. Next month the Bank 
of Japan is expected to publish a report 
examining how much Japan's crt overstates 
inflation and considering whether to pub- 
lish inflation forecasts, as a first step towards 
adopting a formal inflation target. 

What does all this mean for monetary 
policy? If the gap between different mea- 
sures of inflation never changed, it would 
not matter much. But the gap does vary over 
time. So it is crucial that central banks strive 
to find and use the most correct measure 
(and not the most convenient one). If that is 
what Mr Greenspan is up to, he deserves 
credit, not criticism. 

Still, Mr Greenspan’s eagerness to rede- 
fine inflation gives Stephen Roach, the chief 
economist at Morgan Stanley Dean Witter, a 
horrible sense of déjà vu. In the 1970s, Mr 
Roach worked in the Fed, under the then 
chairman Arthur Burns. When oil prices 
surged in 1973-74, Mr Burns asked the Fed's 
economists to strip out energy from the CPI 
to get a "less distorted" measure. As food 
prices then rose sharply, they also stripped 
out food, followed by jewellery, mobile 
homes and so on, until over half of the con- 
tents of the crr were excluded. Yet the core 
measure continued to rise. Eventually, but 
much too late, the Fed slammed on the 
brakes. With hindsight the Fed’s fixation on 
core inflation was a serious blunder which 
kept it in denial, says Мг Roach. Naturally, 
this time things are completely different. 

i m m 





China and the WTO 


Not so fast 


OOR Bill Clinton. After the American 

Senate overwhelmingly approved "per- 
manent normal trade relations" for China 
last month, only one piece of the puzzle 
known as the Clinton-China legacy had still 
to be put in place—China’s admission to the 
World Trade Organisation (уто). With Con- 
gress out of ће way, the administration 
hoped to usher China into the wro by the 
end of this year, just before the president 
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Did somebody say WTO? 


leaves office. But now China is unlikely to 
join until next year, or even later, and for the 
most obvious of reasons: it may be urgent for 
Mr Clinton, but it is not so for the Chinese. 

China had been keen to join the wro so 
long as a new round of global trade talks ap- 
peared imminent. Until recently, American 
and European trade officials were talking 
optimistically of launching a new round by 
the end of the year, or early next. Now, with 
many poorer countries loudly expressing 
their reluctance to join a new round until 
previous promises on agriculture and tex- 
tiles are fulfilled, prospects have dimmed. 
That gives China a lot more slack; and it in- 
tends to take full advantage of it by pushing 
for more favourable accession terms. 

Hence the hardline position recently 
adopted by Long Yongtu, China’s chief trade 
negotiator. He has challenged many details 
of the 36 preparatory agreements that China 
signed with wro members, which its co-sig- 
natories had assumed were implicit. These 
details include such matters as China’s use of 
agricultural subsidies that the wro usually 
reserves for developing countries. 

China’s erstwhile urgency also meant 
thata lot of technical points had to be left out 
of the negotiations, which focused mainly 
on broad tariffs and quotas. Important de- 
tails, such as who would be responsible for 
regulating the quality of imports and which 
officials would actually assess custom du- 
ties, were left to be decided later—and re- 
main unresolved. With time no longer so 
pressing, these details are now being sub- 
jected toclassic Chinese stalling. 

Having looked closer at China’s pro- 
posed trading regime, many wro members, 
rich and poor, are unhappy. China has pro- 
posed separate inspection standards for do- 
mestic and foreign products—a loophole 
that could provide ample opportunity for 
blocking unwanted imports. Chinese im- 
port regulations are hazy at best; a shipper 
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Buy means sell 


NEW YORK 


EW things push up the price of a share 

faster than a determined buyer. So can 
anybody be surprised that one of the 
most popular pastimes of corporate 
America’s share-option-laden bosses has 
been to use their company’s money to buy 
lots of its shares? In the past two years 
alone, share buybacks worth over $200 
billion have been announced. 

It used to be that outside investors re- 
acted with unmitigated joy when a com- 
pany started to buy back its shares. War- 
ren Buffett, a famously canny investor, 
regarded well-timed buybacks as a clever 
way for managers to invest cheaply in a 
company they know (their own) rather 
than expensively (through a merger at a 
premium) in a company they don't. This 
may no longer be true. Certainly, share 
prices no longer rise automatically on the 
news. In only one of the 12 buybacks an- 
nounced in the past week did the buyer's 
share price get a decisive jolt upwards. 

Worse, over the past two years, some 
companies have bought their shares only 
to see the price go into prolonged decline. 
Bank of America, Bank One, Anheuser 
Busch, Eastman Kodak, Aetna and Alcoa 
are a few of the better-known names that 
have bought at way above today's prices. 
Bankruptcy-threatened Warnaco and 
Trump Hotels, whose shares now trade at 
under $3 apiece, not long ago bought their 
shares for far more; they must now wish 
they had the cash. 

Share buybacks were pioneered by 
Henry Singleton, the long-time head of Te- 
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ledyne, a conglomerate. Despite consis- 
tent criticism, his repurchases cut the 
number of outstanding shares of the com- 
pany by 85% between 1972 and 1984, as he 
simultaneously increased its profitability 
and its stockmarket value. Mr Singleton's 
secret? He bought back shares when they 
were cheap, thus increasing the value of 
the company for the shareholders who re- 
mained, among them himself. After the 
1987 stockmarket crash, numerous com- 
panies followed suit, with, until recently, 
similarly good results. 

So why are bosses now overpaying? 
Chief executives by disposition believe 
their companies to be undervalued, so 
they may be in the worst position to judge 
when a buyback makes sense, says Leon 
Cooperman, whoruns Omega Advisors,a 
hedge fund. Worse, companies may be 
buying only because their managers are 
selling. Many repurchases are done to pro- 
vide shares for options exercised by staff, 
such as those by Dell Computer, Adobe, 
Chiron, Autodesk, and KLA-Tencor, says 
Bob Gabele, director of insider research 
for First Call/Thomson Financial. In each 
case, the shares have been repurchased 
for more than their current price. 

Other companies may do the same 
thing and merely label it differently, says 
Mr Gabele. Adaptec, a technology com- 
pany, recently changed its buyback jus- 
tification from meeting snare-option pur- 
chases to improving shareholder value. 
Whatever the lingo, when a company says 
buy, you should often think sell. 





faced with a bribe-seeking bureaucrat has 
no obvious legal respite. 

The Chinese argue that no member 
should be subject to more than the wro's ex- 
isting rules, and insist that "mutual trust" 
and "mutual confidence" ought to be 
enough. But China is not like other countries. 
America is setting up a new secretariat in its 
Commerce Department solely to verify 
China’s implementation of new agreements. 
Countries that lack America’s resources will 
notbe placated by words alone. 

Charlene Barshefsky, America’s trade 
representative, who has long campaigned 
for China’s wro membership and is likely to 
leave office with Mr Clinton, and Pascal 
Lamy, her European Union counterpart, are 
both due to visit Beijing this month. The 
уто” working party on China, whose Swiss 
chairman issued a stern reprimand to all 
parties at the end of the most recent meeting, 
is to meet again in early November. But the 
Chinese will still hold most of the cards. 

a 





Fund management 


So sue ‘em 


HE days when Britain’s pension funds 

were managed by a cosy club of blue- 
bloods may be coming to an end. After de- 
cades of underperformance against almost 
any benchmark you care to mention—and 
charging a hefty management fee for the 
privilege—fund managers are living their - 
worst nightmare: their customers are hold- 
ing them to account. The most painful mani- 
festation of this is a court case launched by 
the pension-fund trustees of Unilever, an 
Anglo-Dutch conglomerate, against their 
British fund managers, Mercury Asset Man- 
agement (now a subsidiary of Merrill Lynch), 
seeking damages of £100m ($145m) for negli- 
gence. The trial date of October next year 
was announced last week. That is providing 
a nasty reality-check to :hose money man- 
agers who had hoped it would all be just a 
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bad dream. 

The details of Mercury's underperfor- 
mance between January 1997 and March 
1998 are still fiercely debated. Unilever says 
that over those 14 months Mercury under- 
performed an undisclosed benchmark by 
over ten percentage points, against an agreed 
performance floor of three percentage 
points a year below the benchmark. But 
picking the wrong shares alone probably 
does not count as negligence: indeed, it is 
more like par for the course in fund manage- 
ment. So it seems likely that Unilever is ac- 
cusing Mercury of something worse. There is 
speculation that important documents may 
have gone “missing”, or that Unilever feels it 
was deliberately misled about how badly its 
funds were doing. 

Mercury admits mistakes but denies 
negligence. The moneymen in charge went 
for “value” rather than “growth” stocks. 
They underweighted technology, media and 
telecommunications (тмт) stocks, thus 
missing out on the technology-stock boom 
at the time. This was bad luck, or perhaps in- 
sufficient ability. But it hardly amounts to 
the sort of serious flaws in the investment 
process that could count as negligence. 

The Unilever case promises to focus 
heavily on the use of statistical analysis by 
fund managers. Mercury may base its de- 
fence on its use of a mathematical portfolio 
risk-management model used to monitor 
potential risk factors, provided by Barra, a 
consultancy. “It is conceivable that Mercury 
remained within tracking-error limits of the 
Barra system despite dramatically under- 
performing the market," says Claire Smith, a 
consultant. 

Itremains tobe seen if other lawsuits will 
follow. But many fund managers fear the 
worst. Even if few underperformers end up 
in court, many will devote additional re- 
sources to covering their backs: “We may 
have to start charging danger money,” says 
Francesco Bertoni at Invesco, a fund-man- 
agement firm. It will not be so easy to pass 
these costs on to pension-fund trustees, who 
are increasingly concerned about getting 
value for money, not least because, if they do 
not, they in tum risk being sued for failing in 
their fiduciary duty to pensioners. 

In recent years, trustees have been in- 
cluding increasingly detailed performance 
objectives in their contracts—a complexity 
that fund managers fear will increase the risk 
of a lawsuit. Those once attracted to fund 
management for its generous rewards and 
undemanding requirements may now have 
to look elsewhere for a well-paid easy life. At 
the same time, trustees are likely to find in- 
dex-tracking fund managers, with their cer- 
tainty of matching performance bench- 
marks and their low fees, more attractive. 
Maybe the Unilever suit will end in failure— 
but if it is successful, it could spell the end of 
active pension-fund management. 

وم“ 
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Nobel prize in economics 


Death or glory 


NTRIGUE, scandal, plans for governing 

the world and millions of dollars up for 
grabs: these are surely the makings of a 
blockbuster film. Indeed, they are soon to 
feature in a movie starring Russell Crowe— 
last seen wielding a sword in “Gladi- 
ator"—as John Nash, winner in 1994 of the 
Bank of Sweden's Nobel prize for economics. 
Though the cause of much less public con- 
troversy than the awards for peace and lit- 
erature, the economics prize 
has its own dramatic saga. 
On October nth, the next 
chapter will be written. 








Golden years 
Number of economics Nobel 
prize-winners by аде _ 25 


believed he should have had much earlier. In 
1998, the prize became the subject of count- 
less jokes after the collapse of Long-Term 
Capital Management, a hedge-fund firm 
whose founders included Robert Merton 
and Myron Scholes, the 1997 Nobel laureates. 

The Merton/Scholes choice also high- 
lighted another enduring problem with the 
prize: untimely deaths. Fischer Black, co- 
originator of the options-pricing model for 
which Messrs Merton and Scholes were re- 
cognised, died a year too soon to join his 
collaborators on the podium. Last year, 
many economists hoped that Zvi Griliches, a 
noted econometrician who was unques- 
tionably deserving of the 
prize, and was suffering from 
a long illness, would win. He 
did not, and died soon after- 





The Nobel prize in eco- 
nomics had a difficult birth. It 
was created in 1969 to mimic 
the five prizes initiated under | Stee 
Alfred Nobel's will. These BB | 
had already been around for 
68 years, and purists fought 
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wards. Because the prize 
came into being so late, there 
is still a backlog of elderly lu- 
minaries waiting to be recog- 
nised. Paul Samuelson, one of 
o| the younger winners, and Mr 
Becker, who was a friend of 
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hard to stop the newcomer. 
Some members of the Royal Swedish Acad- 
emy of Sciences still dismiss economics as 
unscientific, and its prize as not a proper No- 
bel. Early winners were among the prize's 
fiercest critics. Gunnar Myrdal, who shared 
the award in 1974, said the prize ought to be 
abolished (but he did not return the money). 
Milton Friedman, winner in 1976, doubted 
the ability of a few people in Stockholm to 
make decisions respected around the world. 

By the 1990s, the Nobel committee had 
gained a reputation for intransigence. Gary 
Becker won only after a flood of nomina- 
tions forced the cabal in Stockholm to act. 
The fathers of game theory won only after 
Mr Nash's sudden recovery from paranoid 
schizophrenia, though the disease had no 
bearingon the quality of his work, the best of 
which was done before he became ill. Robert 
Lucas received a prize that many economists 


Zero-sum game 





Griliches, want the commit- 
tee to take old age explicitly into account. 

The committee could also cast its net 
more widely across the profession. Almost 
all the laureates honoured thus far did their 
main work in America, and the majority are 
actually American (with a curiously high 
number of Scandinavian exceptions). The 
bulk are also theoreticians; advances in em- 
pirical work and applications in the past two 
decades have yet to be paid due respect, a 
fact bemoaned by Mr Becker. Mr Samuelson 
adds that the economics committee's selec- 
tion methods have excessively mimicked 
those used for the prizes in natural sciences: 
“If the right apple fell on your head, and you 
saw it, then you got the prize. But if you had a 
lifetimeofexcellencein all branchesof phys- 
ics, you didn't get it." 

That approach could be bad news for 
one of this year's favourites to win the prize. 
Edmund Phelps, who came second with 
six of 60 entries in a pool of economists 
run by the authorof this article, has made 
many important contributions to micro- 
and macroeconomics. But there is no sin- 
gle “Phelps model” or “Phelps theorem” 
thatevery aspiring economist must learn. 
The pool’s other favourites—George 
Akerlof (seven entries), Joseph Stiglitz 
(five entries) and Michael Spence (four 
entries)—do not share Mr Phelps's pro- 
blem. Each is a scion of the field of “in- 
formation economics", and each boasts 
atleast one canonical model inextricably 
associated with his name. The three 
could well receive the prize together and 
split the SKrgm ($917,000) reward—a 
cheap way to clear a backlog if ever there 
was one. But who will play them on the 
silver screen? 
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^À tremendous book that 
dares to celebrate the 
potential of our new 
World." -Newsweek International 


ncing, 
even-handed, 
often witty." 


also a beneficial one, in which the 


winners far outnumber the losers." 


ау, Economist correspondents John 
Micklethwait and Adrian Wooldridge in their 
latest book, A Future Perfect, the first comprehen- 
sive examination of globalization and how it will 
continue to change our lives. It answers questions 
such as: 
* Why did the first era of globalization 
collapse, and can it happen again? 
Are we creating “winner-take-all” 
Societies? 
Will globalization seal the triumph 
of junk culture? 
Gathering evidence from the shantytowns of Brazil 
to the boardroom of General Electric, Micklethwait 
and Wooldridge offer a guided tour of the global 
economy and a fascinating assessment of its 
potential impact. 


CROWN 
BUSINESS 


For more information, visit www.afutureperfect.com 


RECESSES OF HIS MEMOR 
THE VOICE OF HIS MOTHER FROM A 
childhood long since left. behind, reminding him, 
“never.to leave the house without clean under 
However, he didn't rernember her saying 

anything about forgetting. his shoes. 


Meanwhile his füture-in 


traditional tea ceremony. And 
he, a young rhan about to take the first 
step towards ma haee full well 


that such E occasion demanded fiot only 

the “proper footwear but footwear full 

stop. What was hie to do? A small bead 

of sweat began te gather 

way over the: deep. worried valleys on his fore 

The attentive calel seemed to appear from nowhe 

to wipe it aw y Problerh s | 

hung his head" SRW Fully am offered nó: esponse, 
hoa small prayer ahd a khee 

bend later, he found himself presenting a porcelain cup 

lative rnother«dn- 

law. Plis beautiful bride. then. looked lovin gly in his: 

direction. and was Struck by something rather unusual, 

Her love was wearing a pur of ink black English: 

brogues she had never set eyes on before: in the 


bathroom, star e valet, vigilant as ever, squeezit 
batt tood the valet; vigilant duce 


silky strands of plush Persian carpet between his toes. 


Li 
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Why quality matters 


In this space last week we criticised a new World Bank study, “The Quality 
of Growth”, for muddling the message on growth and poverty. We asked 
Vinod Thomas, leader of the team that wrote the report, to reply 


AST week's Economics Focus empha- 
sised the centrality of growth in reduc- 
ing poverty. We agree about that. But it is a 
big mistake to neglect, as you do, lessons on 
how to achieve more and better growth— 
growth that is sustained, and whose bene- 
fits flow to all. 

In the past decade the number of poor 
people in the world (outside China) is esti- 
mated to have risen by more than 100m. To 
reverse this trend, economic growth is cru- 
cial. If the economies of sub-Saharan Af- 
rica had grown as fast on a per capita basis 
as East Asia over the past three decades, 
living standards would have quintupled 
instead of barely standing still, and pov- 
erty would have fallen, not risen. 

Experience in developing as well as in- 
dustrial countries shows that it is not 
merely more growth but also better growth 
that determines how much welfare im- 
proves—and whose welfare. Countries 
with similar incomes and growth over the 
past three decades have achieved widely 
differing outcomes in education, health 
and environmental protection. The impact 
of growth on poverty has also varied enor- 
mously: in India, a given growth rate has 
cut poverty in some states by four or five 
times as much as in others. 

These experiences demand that we 
seek answers beyond the "Washington 
consensus" that you referred to. You say 
that asking these questions blurs the mes- 
sage for the sake of political correctness. 
The truth is quite the opposite. Under- 
standing the process of growth, including 
its social, environmental and institutional 
aspects, builds country ownership and im- 
proves development outcomes. Quantity 
versus quality isa false dichotomy. The two 
are jointly determined and their interac- 
tion is what decides whether the results 
will be good, bad or indifferent. Consider 
three examples. 

First, severe inequalities in investment 
in education and health imply that mil- 
lions of people lack opportunities to im- 
prove their lives. Educational differences 
in India are one reason why the impact of 
growth on poverty is five times greater in 
Kerala than in Bihar. International differ- 
ences in educational opportunities within 
countries are enormous. According to a 
new survey of 85 countries, Poland, the 
United States, Canada and the Czech Re- 
public provide the most equitable oppor- 
tunities for schooling; at the other extreme, 
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countries such as Egypt, India, Pakistan 
and Tunisia have educational inequalities 
that are four to five times greater. This is 
enormously costly in every sense. 

Second, poor governance retards 
growth and particularly hurts the poor. 
Large-scale corruption allows domestic 
elites and some transnationals to steer 
policies and laws to their own advantage, 
at others’ expense. New research suggests 
that strengthening the implementation of 
the rule of law or reducing corruption from 
the levels seen in countries such as Ukraine 
to the levels of countries such as Hungary 
is, over the long term, associated with a 
more than doubling of average incomes. 
Civil and political liberties and freedom of 
the press help to reduce corruption, im- 
prove the effectiveness of social spending 
and safety nets, and increase the pro- 
ductivity of investments. 

Third, improving environmental qual- 
ity and protecting natural resources spurs 
growth and welfare directly, especially for 
the poor. Dealing with pollution in cities, 
the depletion and deterioration of water 
supplies, or the destruction of forests and 
precious biodiversity is urgent and can 
make a big difference. Indonesia’s forest 








fires, partly because of bad policy, caused 
at least $8 billion in direct losses in 1997-98, 
harming the poor, arguably, even more 
than did the financial crisis. Yet much of 
the cost of environmental degradation 
goes unaccounted for. Reported gross do- 
mestic saving in the developing countries is 
about 25%Gpp and in the industrial coun- 
tries about 21%. Corrected for the depletion 
of environmental capital, saving in both 
groups shrinks to an estimated 14% (down 
from 22% to minus 12% for Nigeria, from 
25% to minus 2% for Russia). 

Policy analysis and advice have often 
neglected these issues, as you did last week. 
As a result, they have been neglected in 
practice as well. A country’s wealth in- 
cludes notjust physical capital but human, 
institutional and natural capital as well. 
The evidence shows systematic under-in- 
vestment in human capital, inadequate at- 
tention to institutional capital, and over- 
exploitation of natural capital. Meanwhile, 
physical capital continues to be heavily 
subsidised. Agriculture, energy, road trans- 
port and water received gross subsidies of 
between $700 billion and $900 billion a 
year in the past decade, two-thirds of this 
in industrial countries (accounting for 325 
of cpr) and one-third in developing coun- 
tries (accounting for 5% of GDP). 

Some worry that this broader agenda 
emphasises lower and unfunded prior- 
ities. This is wrong. Avoiding special incen- 
tives for physical capital or improving 
property rights and the pricing of natural 
resources can generate resources for re- 
dressing social under-investment. Im- 
proving governance and reducing corrup- 
tion are money-savers. Greater trans- 
parency and broader participation in 
decision-making improve public services. 
These aspects of "quality" are central to 
what the poor—and everybody else— 
value most in economic progress. 

Some question whether this broader 
agenda is too ambitious. It should not be. 
The quality agenda is not a veiled demand 
for big government. Rather, it is an invita- 
tion to all parts of society, within market- 
friendly policy frameworks, to participate 
in development. This calls for strengthen- 
ing government and non-government in- 
stitutions alike. 

None of us has the final word on what 
is the best way forward. We need to con- 
tinue learning the lessons as they emerge. 
As part of its consultation processes, the 
World Bank is starting a worldwide elec- 
tronic forum on the issue. 


“The Quality of Growth” and the World Bank's new dev- 
elopment forum can both be viewed at www.world- 
bank.ong/devforum/forum qog. html. See also the Bank's 
new World Development Report at www.world- 
bank.org/poverty/wdrpoverty/. For the research on gov- 
ernance see www.worldbank.org/wbi/governance/. 
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New realities? 


The “standard model" of the way the universe works is just about complete. 


Time to start looking for a new one 


HUNDRED years is a suspiciously round 
number. But if researchers at CERN, the 
European particle-physics laboratory near 
Geneva, turn out to be correct, it is exactly the 
period needed to build a model of how the 
universe works. Construction began in 1900 
“with Max Planck's publication of the first in- 
carnation of quantum theory. Since then, 
` «and particularly with the development of 
high-energy particle accelerators in the 1930s 
and 19405, the structure of matter has been 
probed in greater and greater detail while 
theorists have sought to impose order on 
what has been discovered. The result of their 
labours, now known as the standard model, 
will be complete—bar the odd dotting of "i"s 
and crossing of “t”s—with the discovery of a 
particle called the Higgs boson. This would 
round off the 18-strong menagerie of funda- 
~ mental, irreducible particles required by the 
- model. (The 17th, known as the tau neutrino, 
was announced two months ago by re- 


searchers at CERN's American rival, Fermi- 
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lab.) And over the past few weeks indica- 
tions have emerged from CERN that the 
Higgs is indeed a reality. 

Discovering the Higgs would be an im- 
pressive piece of work. Historians of science 
may, however, pause at this point. For it 
sounds suspiciously like the consensus that 
prevailed at the end of the 19th century, just 
before the publication of Planck's paper. 
Then, too, physicists had a description of the 
universe that had few apparent flaws. Some 
of the more hubristic thought the job was 
done and that the science they had created 
was, in effect, a “theory of everything”. 

But it wasn’t. Classical physics, as it is 
now called, turned out to be a mere engi- 
neers approximation to reality—good 
enough for everyday working, but actually 
explaining nothing fundamental. Today, 
physicists are more cautious. Few believe 
that the standard model is really a theory of 
everything, but none knows for certain what 
the next step—the equivalent of Planck's pa- 







































per—will actually be. That, however, mak 
the future of physics much more exciting. Foi 
the first time in several decades (assu 
that the world's taxpayers will continue 
fork out for the necessary equipment) 
damental physics will become a voyag 
the unknown. 


Brave new world 


At first sight, the standard model looks re re 

tively simple. The 18 particles are divide 
into fermions (the. actual constituents of. 
matter) and bosons (which carry the force 
thatallow fermions tointeract) © 

The fermions themselves are divided 
into two groups, the quarks and the lepton: 
Each of these comes in three generations, ог. 
"flavours", of successively heavier specie 
The first-generation consists of the ingred 
ents of everyday matter, Its quarks, the и 
and thedown, are the bits inside protonsan 
neutrons, the constituents of atomic nuclei. 
The first generation of leptons consistsof the 
electron (the third constituent of atoms) and: 
its corresponding neutrino—a particle | 
small that people are still arguing. abou 
whether it has any mass at all. Particles of th 
second and third generations are mo: 
short-lived and so rarely found outside par 
ticle-physics laboratories, though they wer 
common at the beginning of the univer 
The second generation's quarks are known 
ascharm and strange; its leptons are the elec 
tron-like muon and the muon neutrino, Th 
quarks of the third generation are called top. 
and bottom; its leptons are the tau and the 
tau neutrino. | 

The most familiar of the bosons is the | 
photon--the particle of light. Photons carry. 
the electromagnetic force; the weakest in the 
standard model, and have no mass. The sec 
ond force in the model, known as the weak 
nuclear force, controls radioactive decay. It is 
stronger than the electromagnetic force; but 
operates at shorter range, and is carried by 
three bosons, the w+, the w- and the 2. Wea 
bosons, unlike photons, are massive. 
model's third force, known as the strong nu 
clear force, is the most powerful of the three 
it holds quarks, and thus atomic nuclei, to 
gether. This force is carried by particle 
xnown as gluons. To confuse matters further, 
the strong-nuclear “charge” comes in three 
varieties, known to physicists as red, green 
and blue. Because of their different "colours 
each quark comes in three varieties, and 
there are eight distinguishable gluons, Glu- 
ons, like photons, are massless. 

All very neat. But then there is—or at 
least there ought to be—the Higgs. The Higgs 
boson was actually the standard model's 
first “kludge”. The model's original math- =- 
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ematics had the inconvenient conse- 
quence that they failed to predict the 
existence of mass. Introducing the 
Higgs boson solved this, and also ex- 
plained why, among all the other bo- 
sons, weak-nuclear ones are the only 
ones with mass: the Higgs has no elec- 
tric or colour charge, and so it conve- 
niently affects only the weak force. But 
the original calculations about the 
Higgs gave it, and in turn the z and the 
two w particles, a near-infinite mass. 
Physicists had to rid themselves of this 
annoying problem (called “unnatural- 
ness”) by using a bit of mathematical 
trickery to add appropriate fiddle fac- 
tors to their equations. Its failure to 
solve the unnaturalness problem in a 
more convincing way is one of the 
main outstanding defects in the stan- 
dard model. 
It is not, however, the only one. 
... Another defect is that the model fails 
© Чо account for the most ubiquitous 
“force of nature, gravity. A third, called 
the flavour problem, has two parts. . 
One is the puzzle of why there are three and 
¿only three generations of fermion, given that 
the second and third generations seem al- 
most redundantly similar to the first, except 
for their higher masses and shorter lifetimes. 
The other is why the particles in each genera- 
‘tion have the masses that they do. (These 
range from the imperceptible for neutrinos, 
to something larger than a gold atom for the 
top quark.) The fourth mystery, the hierar- 
“chy problem, is why the different forces op- 
` erate at such different energies, whether they 
are actually all manifestations of the same 
underlying phenomenon, and how they can 
be united mathematically if they are. 
Kludging all of these. problems in the 
way that was done for the Higgs would be 
hard. It would also be unsatisfactory. Most 
physicists have a deeply held belief that uni- 
versal laws should be elegant, so what they 
are looking for is not a kludge, but a better 
theory. Such a theory would reduce the stan- 
dard model, too, to an engineer's approxi- 
mation. But it might prove to be a stepping- 
| stone toa real theory of everything. 








































Strange, but true? 


There are, so far, three main contenders for 
the next great theory of physics. They are 
known as technicolour, supersymmetry and 
extra dimensions. All have the full comple- 
ment of weirdness and wonderfulness that 
the man in the street might expect. And all 
depend on gaining a deeper understanding 
of the symmetries that are believed to 
underpin thestructure of reality. 

Symmetry, in mathematical terms, 
means more than just the commonplace 
idea of mirror images. A process is math- 
ematically symmetrical if it conserves some- 
thing. Different forces have different sym- 
metries; indeed, they are defined by them. 
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When an electron radiates a photon, electric 
charge is conserved. When it exchanges a w 
boson with a neighbour, it is the weak 
charge that does not vary. And when quarks 
interact via gluons, the conserved property is 
colour. However, if the energy with which 
particles are slammed together in accelera- 
tors is increased, there is reason to believe 
that the symmetries (and hence the forces) 
will merge—bringing the unity of nature a 
step closer. 

That has happened once already. At a 
suitably high energy, the electromagnetic 
and weak nuclear forces unite. They are, in 
other words, two manifestations of an un- 
derlying "electroweak" force. All the con- 
tenders to replace the standard model come 
with their own unifying symmetries built 
into them. It is these that define them. 

In the case of technicolour, this symme- 
try is connected with a postulated "techni- 
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colour force" that is а scaled-up version 
of the strong force. This force would be 
powerful at high energies, but weak at 
those achieved in existing accelerators, 
which is why it has not yet been noticed. 

Technicolour theory suggests that the 
Higgs boson, instead of being an elemen- 
tary particle, is in fact a mushy complex 
made up of new particles called "techni- 
quarks". That eliminates the problem of 
unnaturalness because the techniquark 
complex does not need the fine-tuning 
that the Higgs mechanism requires. And, 
conveniently, the complex would fall 
apart, breakingelectroweak symmetry, at 
exactly theenergy level at which the tran- 
sition occurs in nature, giving this phe- 
nomenon a rational explanation 
missing in the standard model. 

Unlike any of its rival theories, 
technicolour can also dispose of the 
flavour problem by explaining why 
there are three generations of fermi- 
ons, and where their strange pattern 
of masses comes from. At high ener- 
gies, it suggests, quarks, leptons and 
techniquarks are all unified into a single ex- 
tended "technifermion". At lower energies, 
the symmetry is broken, and the three quark 
and lepton generations will split off in the 
way that is seen in nature. 

Technicolour, according to its propo- 
nents, can also explain the hierarchy pro- 
blem. This is because the force between tech- 
niquarks becomes weaker at higher energies. 
Go high enough and it has about the same 
strength as the electroweak force and can be 
unified with it. 

Technicolour should also be eminently 
testable. It predicts, in the form of the techni- 
quark complexes, a whole new complement 
of massive particles. These have not yet been 
observed, but when new experiments at 
Fermilab get under way it should become 
clear whether technicolour is real or not. 

Guido Altarelli, a theoretical physicist at 
CERN believes that it will turn out not to be. 
He reckons that supersymmetry is a stronger 
contender for the throne. This theory argues 
that for every fermion in the standard model 
there is a corresponding “supersymmetric” 
boson, and vice versa. The electron, for ex- 
ample, would have a new bosonic partner 
called the selectron, and the ws would have 
fermionic twins called winos. Similarly, 
there will be such objectsas gluinos, sneutri- 
nos, photinos and squarks. 

Supersymmetry elegantly solves the 
problem of unnaturalness. The fiddle factors 
required by the extended set of bosons can- 
cel those required by the extended set of fer- 
mions, so no fine-tuning is required. And the 
masses of the standard-model particles will 
conveniently come out right, too. 

Another neat aspect of supersymmetry 
isthatitpointstowards the unification of the 
strong, electromagnetic and weak forces— 
part of the hierarchy problem. Taking the in- 
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` teractions of supersymmetric particles into 
< account gives a prediction for the strengths 
© Of the various forces which agrees with the 
- values measured in. the laboratory better 
even than the standai 

given the accuracy with which the standard 
model normally matches reality, is encour- 
aging for supersymmetry's proponents. The 
_ most compelling reason to prefer super- 











.. symmetry to technicolour, however, is that 


i0) itean accommodate gravity. This is because 
* the equations describing its symmetries 
match those of Einstein's general theory of 
relativity, the best explanation so far of how 
i gravity works. 

Testing supersymmetry could be tricky. 








The theory does not really specify the - 
_ masses of the new particles that it predicts ` 


|; apart from suggesting that they will be large: 
. ._ But this means that a substantial amount of 
_ Missing energy should show up (ot, rather, 
. notshow up) in the detector of a particle ac- 
^v -celerator that was set up to look for them. 
` Noticing that missing energy would allow 
| new sorts of particle to be tracked down. 
A proton-antiproton collision, forexam- 
ple, should produce a pair of squarks in the 
i right circumstances—if supersymmetry the» 
огу is correct; that is. That would carry away 
alot of energy that should otherwise be de- 
tected. Franco Bedeschi, physics co-ordi- 
nator of cpr, one of the experiments at 
Fermilab, says that assuming a squark mass 
| of around 300 billion electron volts (an elec- 
tron volt is a measure of a particle’s energy 
















ory of relativity, of its mass) around 1,000 

such events should be detected in the first 

омо years of operation of Fermilab’s: up- 
graded Tevatron machine, which should see 
~ its first collisions in March 2001. 

The third candidate to replace the stan- 
dard model is, perhaps, the most bizarre of 
all. The standard model more or less agrees 
with common, everyday experience to this 
degree: it works in four dimensions (three of 

space and one of time). Theories of extra di- 
oe ipae by contrast, say that there are, in 
. fact,atleast five of them. The reason theextra 
_ dimensions are not experienced ineveryday 
- life is that they are so tightly curled.up that 
“they cannot be seen. 
` This picture has the virtue that no new 
particles are required to make it work except 
fora gravitational boson called a graviton. 
_ Not only is gravity an integral part of extra- 
` dimension models, but the gravitational part 
обе hierarchy problem—why gravity is the 
_ Weakest force of nature—is easily solved by 
adding a fifth dimension. This extra dimen- 
sion is gravity’s true habitat, and there it is a 
strong force. The weak effect that it exerts on 
_ familiar objects is because only part of its 
-strength trickles through to the world of hu- 
| Mariexperience. 
Testing the theory of extra dimensions 
-poses different difficulties from those asso- 
E cated with the other two. At least with them, 
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- which, if any, of the standard model's rivals 


‘these’ collisions, however, suggested they 


and thus, according to Einstein's special the- 


‘nicolour and supersymmetry is that they 


Aar particles that these machines will inev- 


SCIENCE AND TEC NOLOGY 
there are a lot of new particles to look for. But 
Graham Ross, a physicist at Oxford Univer- 
sity, argues that it should be possible tomake 
gravitons in particle accelerators. They 
would, according to the theory, show up as 
“towers” of many different excited states. 
These so-called "Kaluza-Klein states" would 
each be separated by a few electron volts 
and. would be detectable because they 
would- result in а large number of charac- 
teristic photon or electron pairs. 

There is no hard evidence yet as to 





cause its predictions are relatively clear. But 
the new physics requires à new approdc 
and that is provided by some physicists at 
ро. They have invented a new compute 
program called “Sleuth”. 
John Womersley, the co-ordinator of po, 
believes that Sleuth is the first truly mode 
independent way of analysing data that has 
become available in the search for: 
` physics It works by comparing the rang 
.standard-model predictions for the 
mentum and missing energy of decay p 
ducts with those that are observed experi- 
mentally. If an intruder is hiding among 
those products, Sleuth will spot that th 
something wrong and alert its maste 
though this will never be as sensitive as a tar 
geted search, Dr Womersley argues that, un- 
4 ike present analytical methods, it is open to 
any kind of new particle —even. those ac- 
counted for by theories that have yet to b 
dreamed up. 
All in all, then, it looks as though 
standard. model has had its day—or soo 
will have had. The question is, when wil 
successor be clear? According to Dr Ross; tk 
‘lightest supersymmetric particles should al 
ready be accessible to accelerators, so fans« 
that theory should be getting nervous 
nothing definite has yet turned up. Dr 
‘mersley. agrees that physicists must 
something soon. He believes that the stan 
dard model will be overthrown within th 
next five years. But which of the contend 
will actually make it into the textbooks 
physics: students 100 years hence will per 
remains to be seen. Watch this space—how- 
ever many dimensions it tums out to have. 

































iscorrect. Buta tantalising glimpse of a world 
beyond came from cpr earlier this year. Its 
researchers saw two electrons and two pho- 
‘tons fly off in a collision, but some of the en- 
ergy that should have resulted from the colli- 
sion. was missing. This could have been 
disappearing in the form of a pair of selec 
trons, which would be evidence in favour of : 
supersymmetry. 

Experimenters at another of Fermilab's 
particle-physics experiments, known as po, 
have also seen something odd happening. 
They have found events that should have 
corresponded to the production of top 
quarks..A closer look at the properties of 























‘were not typical of top quarks at all. The re- 
searchers could not be more definite than 
that, but the possibility remained that they 
had seen the production of some supersym-- 
metric particles. 























‘Testing times 
The main problem, however, in testing tech- 


generally predict particles with masses Тоо 
large to be created at the energies probed by 
today’s particle accelerators. So finding out 
which, if any, of the new theories is right will 
probably be the job of new machines now © 
under construction—the improved Teva- 
tron, and the new Large Hadron Collider at 
CERN Which is due for completion by 2005 
and will smash protons together at 14 trillion 
electron. volts, the highest energy ever 
achieved іп a laboratory, 

Finding gems among the dross of famil- 


itably generate will, however, be hard. Big. 
accelerators create around зот collisions. a. 
second. Physicists are able to track and re- 
cord only 50 or so of these. This means they 
have to choose those that look in- 
teresting. That, in turn, requires a 
system of computers which can 
judge what is interesting within 
microseconds—filtering out the 
numerous "standard" events and 
recording only those with distinc- 
tive features that make them stand 
out from thecrowd. 
Existingsystems designed todo 
this have expectations. of what to 
look for built into them. That has 
worked for the standard model be- 
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BOOKS AND ARTS 


Writing for their lives 


C Both were deprëssives, both. were literary pioneers in a male-dominated 
profession and both. came to о represent almost a cause 





F YOU only had time to read o one of these 
A books—and indeed you will—you must 

choose between a woman who lived for 
-nearly 80 years, had four husbands and 
wrote 20 books, and one who killed herself at 

the age of зо, having had just one husband 
' (buta very big one), and having written asin- 
gle unpublished novel, a few short stories 
- and a cornucopia of poems. The compe- 
. tition will be loaded because the book about 
Mary McCarthy was written, for the most 
v part, by an editor at the New Yorker, while 
the Sylvia Plath book, being her journals, 
-was written entirely by Sylvia Plath. 

As a critic, controversialist and writer of 
` fiction, McCarthy (1912-89) was a prominent 
. figure in the political and intellectual world 
. of mid-century America. By contrast Plath 

(1932-63) was a spirit possessed, a lyric poet 












. ate and more embracing. Yet both were pio- 

neers in a male-dominated profession, and 
~-both became exemplars to their 
^ many young admirers. 

Each woman was exceedingly 
Clever, and more than usually good- 
looking. Pale complexion and black 
һай апа, in her own words, “a gor- 

geous ivory skin" is the truth about 
Mary. (She was proud enough of that. 
"skin to bare her back for a portrait | 
- camera.) Plath refers to herself as “No 
-Elizabeth Taylor, maybe...but tan, 
хай blondish, not half bad". Both suf- 
fered from depressions. When Mc- 
. Carthy wrote about hers she was able 
merely to say: “I don't want to de- 
scribe it,” but when Plath was in the 
throes she could write about little else, 
“a panic, absolute and obliterating”. 
(Нег poet-husband, Ted Hughes, de- 
.Stroyed the bleaker parts of these 
journals, defending himself on the 
ground that he did not want the chil- 
dren to have to read about their 
mother's despair.) 

Neither refers to the other in the 
` volumes under review, although Mc- 
* Carthy, born long before Plath and 
urviving long after her, must have 
known about the upstart and might 
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hose field of action was at once more priv- 





SEEING MARY PLAIN: А LIFE OF MARY 
McCanrHY. By Frances Kiernan. Nor- | 
ton; 845 pages; $35 and. £24. | 
THE UNABRIDGED JOURNALS OF SYL- | 
VIA PLATH (1950-62). Edited by Karen | 
V. Kukil. Anchor Books; 768 pages; $18. | 
1 


Faber end Faber; £30 








not ves approved of her, while Plath, hav- 
ing turned her back on American culture to 
move to Europe (like Henry James before 
her), would surely have enjoyed McCarthy’s 
evocation of Vassar girls in “The Group” 
(1963), except that she died a few weeks be- 
fore it was published. Significantly, McCar- 
thy did not entirely approve of Virginia 
Woolf (“a certain kind of Woman Writer 
who's a Capital W, Capital W”), while Plath 
heartily did—"How does Woolf do it?" 

You cannot envisage the tough cookie 
who stayed in literary America and dipped 






her hatchet in the blood of J.D. Salinger, Tru 
man Capote and David. Halberstarn, seri 
ously contemplating suicide. But it is hard. 
imagine that Plath, the Woolfphile, wh 
killed herself'a few weeks after splitting from 
Hughes, would have died any other way. 

: Soitis the intellectual American essayi 
against the impulsive Europeanish poet, anc 
already you begin to deplore the first an 
adore the second. Except that things ar 
never that simple. McCarthy’s youth, as de: 
scribed in her terrific “Memories of a Catho 
lic Gitlhood” (1957) was desperate. When sh 
was six both her parents died within days of 
each other and she was farmed out to cru 
and inadequate relatives. No wonder sh 
became feisty, doughty when she scented . 
good battle, and there were plenty: Hann 
Arendt’s book on Eichmann: communism 
(McCarthy was a fellow-traveller); Viet 
and, best of all, a terrific assault on the 
alarming Lillian Hellman (“Every word sh 
writes is a lie, including ‘and’ and + 
which McCarthy. handed out on the Dic 
Cavett show. Hellman sued but, fortunati 
for McCarthy, died before the case co 
‘come to court. And if there were those, a 
there were, who thought her a bitch an 
home-wrecker, an anti-Semite and a sno 
well, it went with the territory. i 
. tis also possible to read the Plath “о l 
nals” (and you will read them witha mixtu 
of fascination and the guilt of an emot 
intruder)and conclude that here wa: 
asuperb talent, untramelled by self: 
criticism, an energy which she never - 
really harnessed—and to wonder. 
what the effect might have been if 
someone, probably Hughes, had 
smacked her delightful face and to 
her to snap out of it, and write some 
thing substantial. 

Frances Kiernan’s technique of 
interweaving her narrative of Mc 
Carthy’s life with soundbites: fro 
some 200 witnesses certainly create: 
a multi-dimensional view of h 
and it probably renders superfluou 
further McCarthy lives. | 

Sylvia Plath's "Journals (195 
62)" offer just one single view o 
her—the subjective, interior view- 
and this reviewer would not swap it . 
or her for a hundred impeccably. 
searched biographies. To share som 
time with Mary MeCarthy is to wall 
on egg-shells, both moral and aes- 
thetic. But to read the deepest. 
dreams and impulses of Sylvia Plath 
is to fall in love all over again, totally 
and uncritically. | 
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BOOKS AND ARTS 
Musical lives 


Greek gifts 


GREEK FiRE: THE SrORY OF MARIA CALLAS 
AND ARISTOTLE Onassis. By Nicholas Gage. 
Knopf; 384 pages; $2695. Sidgwick & Jack- 
son; £18.99 


ARIA CALLAS and Aristotle Onassis 

met, fittingly, at a ball given by Elsa 
Maxwell, a plain-faced though enduring 
American gossip columnist, during the 
Venice film festival in September 1957. Their 
affair, which began the following year, 
would last the rest of their lives. The my- 
thology of it, fed in large measure by Max- 
well and other gossip columnists after her, 
lingered on for decades. Both soprano and 
ship-owner became even more famous in 
death than when they were alive. 

Like many affairs that are particularly 
intriguing to people who have never met 
the participants, the Callas-Onassis union 
was founded on fame and fortune. Callas, 
whose voice was at its height and who was 
already an operatic superstar, had one, he 
the other. What appeared to be even more 
fascinating was that while Callas was bom 


Classical notes 

EARING from classical players these 
dayscan sound distressingly like a fu- 
neral march. In the 19905, the classical share 
of cp sales fell across the world (see chart). 
Record companies are promoting a few 
classical stars they think can compete in a 
sound world of pop, crossover and easy- 
listening world music. They want perform- 
ers to loosen up recitals for younger listen- 

ers used to clubbing and rock spectacles. 
One response is to go with change. 
Some musicians like Tan Dun welcome 
these pressures. A Chinese-American 
composer, he cannot see a cultural divide 
without wanting to bridge it: East-West; 
| old-new; music-film; highbrow-middle- 
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The husband gets the shoulder 


ugly, becoming hawkishly beautiful in her 
late 30s, Onassis simply grew uglier and ug- 
lier. Yet while he carried on with Callas, the 
ugly Onassis married the very beautiful 
First Widow, Jacqueline Kennedy. 

"Greek Fire", Nicholas Gage's account 
of the Callas-Onassis affair, adds piquancy 
to a much-recounted tale, even if the in- 
quisitiveness in which he specialises leaves 
a slightly unpleasant taste. Arianna Stassi- 


nopoulos, in her 1980 book, “Мапа: Beyond 
the Callas Legend", was the first to print the 
rumour that Onassis had forced Callas to 
abort their child. The termination is also the 
climax of “Master Class", a play by Terrence 
McNally. At the centre of Mr Gage's book is 
a revelation which, if true, is even sadder: 
that Callas, who could not have children 
with Giovanni Battista Meneghini, her 
much older husband, gave birth to Onas- 
sis's son. The child, which she carried for 
eight months without anyone noticing, was 
delivered by caesarean in Milan on March 
3oth 1960, only to die later that same day. 
Had the child lived, Mr Gage believes, Cal- 
las, not Jackie Kennedy, would have been 
Mrs O. 

Mr Gage, who wrote "Eleni", a prize- 
winning family memoir set in the Greek 
civil war, wants to be taken for a serious 
writer. He stresses his credentials and 
makes much of his research. The book is 
sprinkled with photographs of Mr Gage in 
the company of unimportant players: Mr 
Gage with Callas's former butler, Mr Gage 
at the wedding of Onassis's grand-daugh- 
ter's second cousin, George Drakos (seri- 
ously). Mr Gage wants further to highlight 
the difference between his book and what 
he sees as the shoddier work of earlier biog- 





brow. Typical of his multimedia approach 
was the suitably titled “Fire Crossing Wa- 
ter", which played toa packed (and mainly 
young) house at London's Barbican earlier 
this month and completed a successful 
weekend of Tan Dun works. “Fire Crossing 
Water" included acting, a Chinese puppet, 
on-stage cameras, a big-screen video and a 
musical typewriter. The content tended to- 
wards kitsch. But the staging suggested ex- 
citing new possibilities for live perfor- 
mance. (Musically superior was the 
concert's opener, “Déserts” by Edgar Va- 
rése (1954), shown as intended with a film 
accompaniment, provided by an avant- 
garde American video artist, Bill Viola.) 
Another approach to keeping classical 
music popular is to stick to easy-listening 
19gth-century favourites. This safety-first 
line is regrettably favoured by too many 
classical competition juries. The world- 
famous Leeds Piano Competition last 
month was a clear example. A brilliant 22- 
year-old German, Severin von Eckard- 
stein, played Prokofiev’s second piano 
concerto, in evident rapport with Simon 
Rattle at the podium (see picture). Mr Eck- 
ardstein won third prize only. First went to 
Alessio Bax for a technically flawless 
Brahms performance that Angela Hewitt, 
one of the world's top pianists, nicely de- 
scribed as aggressive and boring. Obvi- 





ously, the way to lose these trials is to play a 
20th-century work with panache and 
musicality; the way to win them is to do old 
favourites with plodding competence. 

One heartening thing is that the argu- 
ment about classical music's future is itself 
more than a century old: Brahms thought 
music should be for listening only; Wagner 
wasa multimedia man. That neither tradi- 
tion has triumphed is arguably a good sign. 
Certainly, Gramophone, a leading clas- 
sical review magazine, which hosts its cp 
awards at London’s South Bank on Octo- 
ber 12th, takes an upbeat view. Hot tips for 
prizes include Leif-Ove Andsnes, William 
Christie and Simon Rattle. No videos or 
musical crossovers there. 
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raphers. To some extent he has achieved 
this, but to no avail. For his book is still just 
high-rent gossip. Nowhere does he really 
penetrate the Callas legend or explain why, 
23 years after her death, Maria Callas is so 
famous that Apple Computer uses her im- 
age in an advertisement, alongside the 
phrase, "Think different". 





New fiction (1) 


Shades of grey 


Ecuipse. By John Banville. Picador; 214 pages; 
£15.99. Knopf (February) 


OU can assume that “Eclipse”, the lat- 

est novel by John Banville, one of Ire- 
land’s most celebrated writers, takes place 
during the eclipse in the summer of 1999. 
However, this elegant novel does not take 
its title from a showy performance in the 
sky, but rather from the peculiar quality of 
light that an eclipse causes, “insipid and 
shrouded like the light of a dream”, which 
suffuses the narrative landscape as well. 

Written with exquisite precision, it dis- 
plays Mr Banville’s masterly control over 
language and his medium. A stranger to cli- 
ché, his every word is chosen with intent. 
People “mash” their way through sand 
dunes, rainwater leaves “pewter bubbles” 
and if Mr Banville has the reader reaching 
for a dictionary it is never in the indulgence 
of a pretentious urge, but rather in a quest 
for exactitude. 

The novel tells the story of Alex Cleave, 
a successful middle-aged stage actor with 
the antiquated, some might call it affected, 
mode of expression that comes from classi- 
cal theatrical training. One day, seemingly 


JOHN 


BANVILLE 





without cause, he leaves the stage in mid- 
performance and retreats to his abandoned 
childhood home “to cease performing and 
simply be", or to "cease becoming and 
merely be" as he echoes later. Abandoning 
his uncomprehending wife, Lydia, Alex en- 
ters a house that appears to be empty, but 
proves to be cluttered with ghosts from his 
past, premonitions of the future, and a cou- 
ple of flesh-and-blood intruders who in- 
veigle their way into Alex's present. 

In this novel, Mr Banville returns to 
themes which have left their mark on his 
earlier work, examining the dream and 
phantom-filled space between superficial 
appearance and reality, and exploring the 
notion that a passionate nature may be 
hidden within the most controlled and 
seemingly frigid exterior. For this he will 
provoke the familiar criticism that his writ- 
ing is cold and humourless. And it is indeed 
difficult to warm to, let alone empathise 
with, a character who endlessly considers 
his own state of mind, but "parr[ies] and 
ducks, like an outclassed boxer" when he is 
forced to confront himself emotionally. 

And yet there are scenes of intense 
warmth and wit, and these stand out on 
the slightly bleak horizon of the novel like 
shafts of sunlight. 


فل 





New fiction (2) 
No laughing 
LOUIS 


SCHMIDT DELIVERED. By Louis Begley. 
Knopf; 304 pages; $25 


E MAY write about the rich, but Louis 

Begley could easily sell himself as the 
poor man’s David Lodge. Both novelists 
aim to describe hapless, flawed-but-lov- 
able characters whose travails illuminate 
the larger (if less lovable) flaws of their era's 
ruling social hypocrisies. Yet though Mr Be- 
gley's satirical scythe is blunter than Mr 
Lodge's (or Dominick Dunne's), "Schmidt 
Delivered" suffers for its genre from a less 
forgivable failing: it isn't funny. 

In Mr Begley's earlier novel, “About 
Schmidt", the fusty, unconsciously anti- 
Semitic Albert Schmidt loses everything— 
wife, law partnership, daughters love— 
only to be rescued by an unlikely affair 
with Carrie, a gorgeous Puerto Rican wait- 
ress 40 years his junior. In the sequel, 
"Schmidt Delivered", the wealthy 63-year- 
old Schmidt is living with Carrie in a boozy 
but boring retirement in the Hamptons. 
Nearby lives a Jewish billionaire from 
Egypt named Michael Mansour who is 
bursting with lunch invitations. What ulte- 
rior agenda could explain Mansour's court- 
ing Schmidt's friendship so avidly? 


BOOKS AND ARTS 


ALVIS BEGLEY 


ү 
# 


CRY 
. 3 NES 2 
PME RT Reis 


1A 


"m UP. ^2 
SCHMIDTADELIVERED 





While Schmidt's suspicions of his unc- 
tuous neighbour could spring from those 
pernicious anti-Semitic tendencies, readers 
may be mistrustful of Mansour because 
Schmidt himself is suth an unalluring so- 
cial quarry. He shovels money to his bitter, 
ungrateful daughter, Charlotte, as she flag- 
ellates him with his deficiencies as a father, 
and bovinely abides a lover who is busy 
bouncing into bed with every healthy 
young man within a 20-mile radius. What 
could Mansour see in this schlemiel? 

The exasperating Schmidt is sur- 
rounded by secondary characters who are 
downright disagreeable; in fact, Charlotte's 
distastefulness seems overloaded ("She gig- 
gled unpleasantly”, “she snickered", etc). 
Yet no one gets the come-uppance that 
might have redeemed their odious com- 
pany. Schmidt never takes Charlotte to task 
for her unattractive sense of entitlement 
and unjustifiable sense of grievance. The 
cheerfully promiscuous Carrie may not be 
strictly a gold-digger, but she still walks 
away from "Schmidtie" with $1m. 

Mr Begley's claim tha: he eschews quo- 
tation marks because “they look like little 
bugs" sounds disingenuous, and what has 
become, inexplicably, a literary pretension 
makes a dialogue-filled text confusing to 
read, while lending an unsuitably muffled 
quality to loud, catty dinner parties. More, 
the kind of undistinguished prose style that 
Mr Begley employs here tends to emphasise 
plot, of which there is little. This novel calls 
out for a broad, bawdy climax, and pays off 
only with life going affably on. 

"Schmidt Delivered" is not awful. It is 
also not scintillating, nor even engaging. 
Least of all, as the novel's publicists claim 
with their typically fresh turn of phrase, is 
it "darkly comic". 
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BOOKS AND ARTS 
German history 


The kibosh on 
the kaiser 


THE LAST KAISER: WILLIAM THE IMPETU- 
ous. By Giles MacDonogh. Weidenfeld & 
Nicolson; 544 pages; £25 


LMOST 60 years after his death in exile 

in the Netherlands, Emperor William 
п of Germany— "Kaiser Bill" to his British 
contemporaries—still stands as a monu- 
ment to the folly of hereditary monarchy. 
Nature lumbered him with a withered arm, 
а suppurating ear and possibly slight cere- 
bral palsy. Far more important, he inherited 
from his Prussian father chronic indecision 
and a lack of moral fibre, and from his Eng- 
lish mother—Queen Victoria's eldest 
daughter—pride, tactlessness and extreme 
hauteur. William owed everything to his 
inherited position. Nobody would have 
elected him to anything. 


His baleful heritage also included an al- 
most religious reverence for the Prussian 
army. At his birth, it was announced to the 
jubilant populace that the baby was “a 
prince, and a stout recruit too”. His first 
words, after announcing that his name was 
William, were: “Soldat ist schóner Mensch” 
(Soldier is handsome person). He adored 
inspecting the troops, military parades and 
wearing medals. Commissioned into the 
First Foot Guards at the age of ten, he spent 
his youth—when not with whores—sur- 
rounded by members of the Prussian offi- 
cer class. No wonder that his mother’s 
vaguely liberal principles failed to make 
any impression. 

William was so incompetent that he 
might well have been forced to abdicate 
had he been emperor in fact as well as 
name. But he was not. A serious blemish on 
Giles MacDonogh's affable biography is his 
lack of interest in analysing William’s posi- 
tion at the apex of a complicated and un- 
stable system of power. The emperor was 
no despot. He meddled and interfered in 
policy rather than directing it. Power, in so 








Cross his heart 


BRANSON. By Tom Bower. Fourth Estate; 384 pages; £17.99 


OM BOWER, one of Britain’s best- 

known investigative journalists, has 
set out in his biography of Sir Richard 
Branson to demolish the entrepreneur's 
reputation as an anti-establishment hero. 
Now best known as an owner of Virgin 
Atlantic Airways, Sir Richard has milked 
his victory over rival British Airways, 
which was forced to pay compensation to 
Virgin for a “dirty tricks” campaign that 
was undertaken against the smaller air- 
line in 1991. 

For the general public, for whom the 
bearded Sir Richard, who is rarely 
seen in a suit or tie, retains the im- 
ageofacheeky chappie, this book 
will be a revelation. Virgin may 
be one of Britain's best-known 
brands, but Mr Bower lays out 
just how many failures the 
brand has been attached to. 
Virgin Cola, which was 
(laughably) meant to 
overtake Coke and Pepsi, 
has flopped. Shares in 
Virgin Express, a Belgian- 
based low-cost airline, ' 
have collapsed. Both Vic- | 
tory, a clothes and cosmet- 
ics operation, and v2, Sir 
Richard's second music 
business, have struggled to 
make an impression. Most 
damaging of all, Virgin's 































performance in running the London to 
Glasgow train service has been among the 
worst of all the newly privatised train op- 
erators (and that is truly terrible). 

Even previous doubters—the small, 
readership, for example, of Private Eye, a 
satirical paper which has already aired 
business details Sir Richard would rather 
keep hidden—will be interested in his 
outré business methods: the shameless 
self-publicity; the exaggeration; the love 
of pranks, cross-dressing and undressing; 
the parsimony towards loyal staff and the 

compulsive flirtations with female 
cabin crew. Many British punters are 
bothered by the idea that a man 
with a penchant for managing his 
cash to the bone may yet win the 
franchise to run the National Lot- 
tery. For all that, Sir Richard 
emerges from these pages as 
a tireless deal-maker, with 
remarkable powers of 
persuasion. 
Indeed, those who 
also come off poorly 
in this book are the 
| businessmen, politi- 
cians and reporters, 
not to mention those 
responsible for be- 
stowing knighthoods, 
who gave in so readily 
to the Branson charm. 
















It wasn’t just his table manners 


far as it lay anywhere, lay with William’s 
successive chancellors, with individual 
ministers and increasingly with the leaders 
of the armed forces, whom William af- 
fected to command but who in reality 
commanded him. The German empire en- 
tered the 20th century without having left 
the 18th. 

William in any case had no sense of di- 
rection. He was Russophile one moment, 
Russophobe the next, pro-British at the 
Cowes regatta in his uniform of honorary 
admiral of the British fleet, anti-British 
when building his own navy and fretting 
over the policy of “encirclement” that the 
powers in London were allegedly pursuing. 
Anti-Semitic in the manner fashionable in 
his age, he nevertheless promoted Jews 
and, on occasion, praised them. His way- 
wardness and insistence on speaking his 
mind (whatever was currently in it) vexed 
his ministers. At the same time, his laziness 
and prolonged absences in the countryside 
or abroad often gave them a free hand. 
While he unveiled monuments and shot 
pheasants, they—with his approval— 
trained armies and launched warships. Be- 
tween them, they plunged the whole conti- 
nent into war. 

Mr MacDonogh’s is a largely personal 
biography. Its focus is on William’s friends 
and relations, his meals and moods, his 
wardrobes bulging with uniforms, his sea 
voyages and his enthusiasm for archae- 
ology. Politics, including international poli- 
tics, is reduced to a matter of conflicting 
personalities. 

To treat the emperor as, in effect, an Ed- 
wardian dandy is to miss the point. Thanks 
to his wilfulness and bellicosity, this pos- 
turing ninny bears substantial responsibil- 
ity for the deaths of 10m people. An ac- 
quaintance of William’s remarked after the 
1914-18 war that “the emperor had no con- 
sciousness of tragedy". Mr MacDonogh 
seems to have none either. 











г America's Supreme Court 


not as simple as they look 


GE, tenure and health on the Supreme 
Court all suggest that America's next 
president could well get the chance to re- 
г place three or even four of its nine justices. 
Given the court's scope and power, this is 
- easily the largest of the chief executive's põ- 
litical plums. Liberal Democrats are. natu- 








г rally hoping that Al Gore would tilt a fairly ` 


evenly balanced bench to the left, just às 
conservative Republicans are counting on 
George W. Bush to m itin theopposite di- 


. tection, But are the politics of America's top 


< court really so simple? 

Two excellent recent books 
show how complicated the 
courts decision-making actu- 
ally is and how hard itis for pres- 
idents of any stripe to predict or 
control the court's behaviour. 
- Tinsley, Yarbrough’s book is a 
‘thorough look at. the court cur- 
rently presided: over. by Chief 
Justice William Rehnquist. Lu- 
cas Powe gives us an intriguing 
7 contrast with his history of the 
|; path-breaking, even revolution- 
агу, court under Chief Justice 
(Ead Warren in the 1950s and 
1960$. Rarely for a constitutional 
‘scholar, Mr Powe places the 
Warren courts most famous 
cases in their political context. 

Mr Powe has the more 
colourful tale. The liberal War- 
ren court's decisions on race, 
crime, religion, free speech and 
obscenity startled, delighted or 
outraged contemporaries and 
hada far-reaching impact on American pol- 
itics and society. The more conservative 
benches which followed pulled back some 
^; of the Warren court's bolder rulings, espe- 

cially on criminal defendants’ rights. But by 

and large they readjusted constitutional 

doctrine bit by bit. Despite this obvious dif- 

ference, Mr Yarborough’s and Mr Powe’s 

books together provide useful lessons about 
the court in general. 

Neither the Warren nor the Rehnquist 

` Court was a presidential creation, let alone а 

THE REHNQUIST COURT AND THE | 

| Constitution. By Tinsley E. Yar- | 

| brough. Oxford University Press; 320 | 

| pages; $35 and £21.99. | 

|. THE WARREN COURT AND AMERICAN | 

| Pourrics. By Lucas A. Powe. Harvard | 

| University Press; 600 pages; $35 and | 

£2395 | 











Battle for the bench 


- The politics on America's top court, which began its new term last week, are 


presidential tool. Appointees require con- 


firmation in the Senate, which cannot al- .: 


ways be counted on. Once on the bench, jus- 
tices regularly show disconcerting inde- 
pendence of mind. When Dwight 
Eisenhower nominated fellow-Republican 
Earl Warren, a popular governor of Califor- 
nia, he had no idea that his nominee would 
help to launch a judicial revolution. Eisen- 
hower later famously said that appointing 
Warren had been one of his biggest mistakes. 
Despite the attempts of Ronald Reagan 


and George Bush Sr to create a radically con- 
servative court, their appointments (1981-93) 
largely failed to achieve this. Many key War- 
ren court decisions, though limited by sub- 
sequent rulings, still stand. Mr Rehnquist 


himself may be true to his roots as a Gold- 


water conservative. But other Republican 
appointees have proven more moderate 
and centrist than expected. 

A second lesson is that “judicial re- 
straint” is a slippery concept. In theory, the 
court is supposed to confine itself, as an un- 
elected body, to interpreting the text of the 
constitution and laws, and not legislate by 
decree. When they find themselves in the 
minority in big cases, justices frequently 
charge the majority with judicial activism, 
righteously invoking the doctrine of re- 
straint, only to face the same accusation 
themselves when the votes go their way. The 
awkward truth is that the terminology of the 
American constitution is so broad, the reso- 


BOOKS AND ARTS 
nant phrases it uses so sweeping, that both 
conservatives and liberals have, at times, en- 
gaged in legislating from the bench. 
Although conservatives accused th 
Warren court of abandoning restraint, itis 
arguable that many of its boldest decisions: 
simply restored meaning to civil-war 
amendments guaranteeing equal rights to 
former slaves which had been eviscerated. 
by conservative courts in the late 19th cen- 
tury. (The law, in any event, is one th 
application another: it took the civil- 
































‘movement to push the south into imple: 


menting the courts. 1954 desegre 


ruling) And itis worth asking wheth 


three most conservative members of the 
Rehnquist court could count on more 
pendable majorities, they would not pursu 
their radical states-rights agenda more а 
gressively, The most reliable guarantee of j ju 
dicial restraint seems to be a ba 
anced court, on which judge 
the middle stop either end fror 
pushing too far. 
Nor can those three.or fou 
expected vacancies be counted 
on. Conservative judges are like. 
lier to retire if Mr Bush wins, lik 
erals if Mr Goredoes.Ofthethre 
_ oldest, the now liberal John Ра 
Stevens (80) is hale and. heart 
Mr Rehnquist (76) has back pr 
blems and would probably 
after a Bush victory, but mig 
. not if Mr Gore wins. Sandra Da 
O'Connor (70), at times a swin 
vote but on the whole conserva 
tive, has had breast cance! 
Among the under 70s, Rut 
ра сарое 2(67),a liberal, wa 
treated for colon cancer last year. 
with apparent success. Sheer in: 
clination also matters. Anto 
Scalia (64), one of the most righ 
wing judges and Mr Bush Jr's fa 
vourite; is frustrated and may, it 













































is said, want to throw it up. In other words, 


who retires when and how retirements af- 
fect the balance of the court is too much of a. 
lottery for many voters to cast their bal ts 


гоп this basis alone, 


Attempts to steer the court too fast or too 
sharply in one direction or another seldom 
succeed for long. To take the most nettlesome 
current example, polls show that most vot- 
ers want some abortion rights kept. And: 
spite folkloric contempt for Washington, 
most Americans continueto expect natio 
solutions to national problems. The cou 
task is to counter the brainstorms and ex- 
cesses of democracy—by checking the other 
branches of government, safeguarding the 
constitution and protecting the rights of mi 
norities. The court has usually been besta 
job when pushing against a half-open doo 
a step or two ahead of where most Ameri 
cans, on reflection, would want to go... 








Carnegie Mellon 
EXECUTIVE EDUCATION 


First IN E-COMMERCE 


2001 PROGRAMS: 

STRATEGIES FOR E-COMMERCE II 

Our overview program featuring the latest business 
models and technologies for renewing e-business 
advantage, 

Februar 

June [8 


E-Business MANAGEMENT PROGRAM 
'eneral management program focused on 


merce scheduled with time between modules. 


ership in the New Economy - April 9-13, 2001 


Corporate Finance and E-Valuation - May 14-18, 2001 


Strategies for E-Commerce I - June 18-22 


ADVANCED E-COMMERCE TECHNOLOGIES 
Emerging technologies for enabling e-business 
including security, wireless, intelligent agents and 
human-computer interaction. 

March 26-30, 2001 

June 6-8, 2001 


John Lankford 

Graduate School of 
Industrial Administration 
Carnegie Mellon University 
Phone: 1-412-268-2304 
Email jri?cmu.edu 

Fax: 1-412-268-2485 


Come to Carnegie Mellon, ranked 
#1 in e-commerce education by 
U.S. News & World Report 


World Wide Web: 


http://www.gsia.cmu.edu/execed 


The University of Chicago Graduate School of Business 


nternational 
ain of on-line 
Supermarkets. 





Executive M.B.A. Program | Europe Campus 


There are a million ways the world will change. With a Chicago 


GSB MBA you will be ready. Join our part-time Executive MBA 
Program in Europe, which is taught entirely by the Chicago CSB 
faculty, a group that has earned more Nobel Prizes for business 


- innovation than any other business school. 


The program is designed for experienced, internationally- minded 
executives who are looking to earn a world-renowned MBA 
while continuing their professional career. It has a unique 
structure, with a total of 16 one-week sessions, spread over a 
period of 20 months. Participants attend lectures at all three 
GSB campuses located in Chicago, Barcelona, and Singapore. 


Learn more about the Chicago GSB Executive MBA Program in Europe. visit us in: 


Paris: Oct. 7, 14:00-18:00. La Bourse de Paris, Rue Vivienne. 


Madrid: Oct 10. 17:00-21:00. Hotel Villa Magna, Paseo de la Castellana 22. 


Milan: Oct 12. 15:00-21:00. Hotel Palace, Piazza della Repubblica зо. 
Frankfurt:Oct. 14. 14:00-18:00. Hilton Hotel. Hochstrasse 4. 
Warsaw: Oct. 18. 16:00-20:00. Hotel Europejski: Krakowskie Przedmiescie 13. 
Moscow: Oct. 21. 14:00-18:00, Hotel Metropol. 1-4 Teatralny Proyezd. 
Istanbul: Oct. 24. 17:00-21:00. Hilton Hotel; Cumhuriyet Caddesi. 





To confirm attendance, please contact: 

barcelona.inquiriesQ gsb.uchicago.edu or Tel: «34.93 505 21 54 
‘The University of Chicago Graduate School of Business: Executive MBA Program | Europe Campus, 
Aragó a71, 08007 Barcelona, Spain. http.//gsb.uchicago.edwexeembaeurope 


You will be ready. 








OBITUARY 


Pierre Trudeau 








EMINISCING about his early 
life, Pierre Trudeau told of ex- 

ploring in southern Iraq where, so 
it is believed, civilisation began. | 
Three rather uncivilised Arabs 
waylaid him and demanded 
money. He pointed to his torn 
shirtand pleaded for money from 
them. They were startled at the re- 
versal of roles; and were angered 
when he seized a dagger from one 
man's belt, pretending toexamine 
it. As they began to haul him 
away, “I recited poetry, per- 
formed drama, started a speech.” 
The robbers “feared madness”, 
Mr Trudeau said, “and beat an 
anxious retreat.” 

For many Canadians, the 
story, although perhaps embel- 
lished in the telling, summed up 
their view of him: his daring, the 
power of his oratory, his original- 
ity in dealing with a problem. As 
the Arabs had soon decided, and 
the Canadians came to learn, he 
was an original. There was noth- 
ing more original than the simple 
facts of his political career. He be- 
came a member of Parliament in 
1965 and three years later he was 
prime minister. 

He had some luck. More than 
half of Canada’s population was 
under 30. In the 1960s, looking 
cool and toying with а red rose | 
were political assets lacking in Mr 
Trudeau's rivals. Gays com- 
mended his argument for decri- 
minalising homosexuality, that 
“the state has no place in the bedrooms of the nation”. The 14 pre- 
vious Canadian prime ministers had been worthy rather than hip. 
One of them criticised him publicly for wearing sandals in Parlia- 
ment. Commentators spoke of Trudeaumania, just as the pop 
world went dizzy with Beatlemania. 

Even so, to rise so swiftly to the top job and then to keep it al- 
most continuously for nearly 16 years required more than luck. 
Neither can his success be explained by saying he was an able poli- 
tician. Aiming for “a just society”, however sincerely expressed, is 
hardly original. Pierre Trudeau “overflowed his office”, a com- 
mentator said. Whether he was arguing a case with passion, kissing 
beautiful women or canoeing some remote river, he was daring 
Canadians to be venturesome, to shed caution. 








To exotic places 

He was a rich man’s son. His father owned a chain of petrol sta- 
tions, and much else. Pierre was brought up fluent in both English 
and French, a big asset for a politician in bilingual Canada. But pol- 
itics lay in the distant future. The Trudeau who became a visionary 
in his own country and a performer on the world stage seems to 
have been parochial as a young man. He dismissed the second 
world war asa squabble between the big powers, although he later 








Joseph Philippe Pierre Yves Elliott 
Trudeau died on September 28th, aged 80 





regretted “missing one of the ma- 
jor events of the century”. He 
gained a law degree and had a 
spell at Harvard. He travelled to 
Europe and to exotic places, such 
as southern Iraq. With his mind 
seemingly broadened, he те- 
turned to Canada appalled at the 
narrow nationalism in his native 
French-speaking Quebec, and the 
authoritarianism of the prov- 
ince's government. 

It was Mr Trudeau's belief in a 
one-nation Canada, rejecting 
Quebec separatism, that per- 
suaded him togive upacareerasa 
lawyer and enter Parliament. In 
1970, two years after he became 
prime minister, Quebec separat- 
ists kidnapped a British diplomat 
and a Canadian politician, who 
was later found murdered. Mr 
Trudeau put tanks on the streets 
of Montreal to counter what 
seemed to be an insurrection. His 
reputation as a champion of civil 
liberties suffered, but no one 
doubted where he stood about 
keeping Canada unified. His view 
prevailed in subsequent referen- 
dums over the status of Quebec. 
He towered above the national- 
ists with speeches that drowned 
their bid for independence. Keep- 
ing the country together was 
among his most important 
achievements, although even 
now the separatists are far from 
extinct. 

But a catalogue of his domes- 
tic reforms, however important to Canadians, would do little to 
explain why Pierre Truceau was seen as an exciting politician by 
the world at large. It can't just have been the gossip stuff, although 
his marriage, at 51, to a 22-year-old brightened a million television 
screens. His admirers shared his agony when she humiliated him 
by becoming a rock groupie; and a worse agony when one of his 
three sons died in an avalanche. His foreign policy adventures in- 
terested a specialised audience. He made friends with Fidel Castro, 
opposed the Vietnam war, sniped at NATO, and generally upset 
the United States. Living next door, he said, was like "sleeping with 
anelephant" and affected by “every twitch and grunt”. 

What Mr Trudeau mostly gave to a grateful world wasa certain 
style, all the more surprising coming from a Canadian, a species 
given to understatement. Canadians are urged by their present 
prime minister, Jean Chrétien, to be proud that the United Nations 
puts their country at the top of its “human development index", 
based on a mix of statistics such as adult literacy, life expectancy 
and purchasing power. “Canada,” says Mr Chrétien, “is the best 
place in the world to live.” Perhaps it is. But pride in being Cana- 
dian arose less artificially in the nearly 16 years of the Trudeau gov- 
ernment, and from the confidence and vitality Canada’s most un- 
conventional prime minister spread about him. 
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Masters in Financial Engineering (MFE) 
A One Year Masters Degree Program 


The Haas School of Business et UC Berkeley will begin its one-year professional graduate degree in Financial Engineering in April 2001 witha degree 
completion date of March 2002, Jt offers the following: 

* — Instruction by world-renewned faculty with experience in applying research to practice (includes both faculties of the Haas School and Anderson School 
of Management at UCLA) 7 

A curriculum emphasizing financial economics and markets and quantitative applications 

leading to faculty -supervised.applied projects with cutting-edge financial firms 

: www.haas.berkeley.eda/MFE 


Fourteenth Annual Financial Investment Technology Course dm 


A One Month Certificate Program 
January 8 ~ February 2, 2001 


“This four week intensive course will examine fixed income markets, equities, futures, and options markets. The course goal is to. provide the investment 

iónal with a solid quantitative background in investinent theory and a practical ability to use that theory, It is taught by Berkeley's internationally 

ized finance faculty, ore efficient and quantitative han an MBA specialization in Finance. and more advanced than any available executive educ. ation 
course: Details. at: www ВРЕ, оге, 


For more information, please contact us: : ; 

FIT course j MFE course 

Phone; (510) 642-0114 . Phone: (310) 643-4329 

dion k 510) 643-8460 Fax: (810) 643-4345 

J: johanna G haas.berkeley.edu Email lindakG haas,berkeley.edu 
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Cranfield 


UNIVERSITY 








The Cranfield MBA will provide а unique experience - 


more than just a qualification, it can change your life. - 


Я А first class programme with an emphasis on personal 
development; highly motivated, mature participants; 
ran le taught by a dedicated and respected faculty with 


international business experience; in a stimulating and 


supportive learning environment; first choice for many 
top recruiters. BT 


GIVE YOURSELF A CAREER ADVANTAGE WITH 
THE CRANFIELD MBA 


Lj 
EN a И n Z q u e Maureen Williams, Cranfield School of Management, 
в Cranfield, Bedford, England MK43 OAL 
ех р erience 


Tel: +44(0)1234 751122 Fax: +44(0)1234 752439 
Email: m.williams@cranfield.ac.uk 


htep://www.cranfield.ac.uk/som 


Cranfield University is an exempt charity offering o centre: of excellence for cesenrch and education 
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Two ways to transform 
your future 








Sloan Masters 
Tuesday 7 November 2000 6.30pm 


Executive MBA 





Wednesday 29 November 2000 6.15pm 


All sessions are held at London Business 
School Regent's Park, London NW1 To book a 
place please contact the Information Officer. 


Copenhagen 
Monday 9 October 6.30pm 
Hotel D'Angleterre, Kgs. Nytorv 34 


Vienna 
Monday 23 October 6.30рт 
alais Schwarzenberg, Schwarzenbergplatz 9 


Paris 

Monday 27 November 6.30pm 
Hotel Le Bristol 

112 Rue du Faubourg Saint Honoré 


Geneva 
Tuesday 28 November 6,30pm 
Hotel Des Bergues, 33 Quai Des Bergues 





New York 
Monday 13 November 7.00pm 
Drake Swissotel, 440 Park Avenue 


Toronto 
Tuesday 14 November 6.30pm 
Sheraton Centre, 123 Queen Street West 


Mexico City 

Thursday 16 November 6.30pm 
Four Seasons Hotel 

Paseo de la Reforma, #500 Colonia Juarez 


Boston 

Wednesday 29 November 7.00pm 
The Charies Hotel, Harvard Square 

One Bennett Street 





London Business School exists to advance learning 
and research in business and management 


ECO6/10/00 





Monday 6 November 2000 6.15pm. 





“next stage of your career. 





[London] 
IBusiness] 
| School 


transforming futures 







London Business School's pre-eminent Sloan Masters and Executive 
MBA programmes provide opportunities for experienced managers and 
professionals to dramatically enhance their managerial, financial and | 
entrepreneurial skills. 

Whether you are seeking to consolidate and build on your existing : 
experience in conjunction with the workplace or seeking a new direction 
through an intensive one-year programme, studying at London Business 
School will enable you to broaden X Portions and te take charge of the 





















Our international, culturally divéise faculty and student body from. 
over 55 countries create a dynamic learning environment. You will buil 
breadth and depth of management knowledge through the. core 
curriculum and, by selecting from a portfolio of over 75 elective courses, _ 
develop specialist knowledge and expertise in specific areas of interest. © 

The pace is unrelenting but, at the end, you will rank as one of the: 
most highly qualified professionals in the world. 


Part-time MBA Full-time MSc. 
S LOAN Programme 
MI Усан 213 completed in 
10 months 


Programme 
completed over 
Student Profile: 
«successful managers, professionals 




















EXECUTIVE vel 


MBA! 


Student Profile: 

sage range 26-45 

*average 10 yrs experience 
(minimum 4 yrs) 

Format: 

» 14 core courses held on alternate 
Fridays/Saturdays + block weeks 

»8 elective courses 

*2 international field trips 





2 years 
and entrepreneurs 
wage range 30-405 
+ 10+ years of experience 
Format: 
»12 core courses 
«3-5 elective courses 
» international field trip and 
consulting assignment 


For further information please contact: 


EMBA information Officer 

Tel: +44 {0)20 7706 6859 
Fax: +44 (020 7724 7875 
mba, fasttrack&london.edu 


SLOAN information Officer 
Tei: +44 (0)20 7706 6952 
Fax: +44 (0)20 7724 7875 
sloaninfo@london.edu 


www.london.edu 
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COURSES 





THE THOUGHTFUL PURSUIT 
OF YOUR GOALS 


THE DUKE MBA - CROSS CONTINENT 




















You have goals for your career and 
life. We know that. The Duke 
MBA - Cross Continent has 
been designed to allow 
you to reach those 
goals...to help you 
have it all in work, 
school, and life. 


Q Earn a world- 
class MBA 
degree that is 
specially tailored 
for high- 
potential 

professionals 

with a desire to 
excel in the world 
of international 
business. Our students 
have about six years' work 
experience. 



















Q Continue working at your 
organization while learning over a 20- 
month period. Utilize a unique combination of 
face-to-face classroom teaching and highly interactive, 
Internet-enabled communication from anywhere, anytime, 
around the world. 








Q Establish a network of fellow global managers through 
Duke's team-based learning model at campuses in Durham, 
North Carolina and Frankfurt, Germany. 


To learn more about how The Duke MBA - Cross Continent 
can work for you or your company, contact us today: 





Europe Telephone 49.69.9726990 
U.S. Telephone 1.919.660.7863 










E-mail 
www.business.duke.edu 


[лс Educate | Thoughtful Business Leaders 
Ww 


orldwide 


europe@fuqua.duke.edu 
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aa А transnational 


boost to your future 


Our one-year, English-language MBA in Paris is ranked among the most 
international in the world, Key features include: 
* 55 experienced participants from 25 countries. 
* cutting-edge Faculty from 15 countries. 
* seminars in Berlin, Brussels, Madrid and Silicon Valley. 
*aclient-sponsored international consultancy project. 
* transnational focus with emphasis on entrepreneurship 
and innovation. 
* graduate careers in top positions globally. 
You will develop multicultural mindsets and business skills for a world 
without boundaries. 


Next Session - January 2001 
Britta Delhay 


ESCP-EAP 
пи Em 


European School of Management 


p amia EE. A 


www.escp-eap.net 
mba @ escp-eap.net 


Learn everywhere. Manage anywhere. 


A 





Where you study is academic. 


The Centre for Financial and Management Studies 
in the University of London offers Masters Degrees in 
Policy Management by Distance Learning 


Providing excellence where you and your professor are separated by 
distance and time zones. 

No matter where you are in the world, the Centre for Financial and 
Management Studies enables you to study an internationally renowned 
Masters Degree or Diploma programme for policy professionals. 


MSc in Public Policy and Management 
MSc in Development Finance 


CeFiMS 


For further details and to apply for programmes 
beginning January 2001 visit www.cefims.ac.uk or contact 
The Centre Secretary at CeFiMS, 

University of London, SOAS, London WC1H OXG, UK. 
Tel: +44 (0) 20 7691 1700. Fax: +44 (0) 20 7637 7075. 
email enquiries@cefims.ac.uk 





SOAS 


Uneeenity of London 


UNIVERSITY OF LONDON 
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International Project Management 


Aligning methods and style with the environment 


26 Februarv — 2 March 2001 
in Singapore 


15-20 July 2001 
in Fontainebleau 


Projects are everywhere. And project management 
skills are not an innate set of skills that managers 
conjure up in order to implement projects. 
INSEAD's new programme makes an aggregate 

of the skills, tool-sets, procedures, practices 

and management approaches that can be shared 


with project leaders among different industrial sectors. 


The programme addresses project leaders: 


e the task oriented managers will get a holistic view of 
managing projects in terms of leading and motivating 
the teams, mastering complexity and uncertainty, as well 


as embedding the project into its organisational context 


e the general managers will gain a more profound 
understanding oj the technical tools available 
in managing projects as well as the human dynamics 
of leading teams. 


The programme faculty outlines each major 

phase and analyses the skills as well as the technical 
tools set necessary for efficient planning 

and implementation of projects. A critical factor 

in ensuring success is the role of the project manager, 
which is also examined in great detail. The concepts 
and tools discussed in the programme are 
immediately applicable to your work. 

Please request a complimentary brochure 

of the programme. 
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Please fax or mail this coupon to Janet Burdillat, INSEAD, Boulevard de Constance, 77305 Fontainebleau Cedex, France. 
Tel 33 (0)1 60 72 42 90 - Fax 33 (0)1 60 74 55 13 E-mail exec.infoGinsead.r  http://www.insead.edu 


ÛJ I would like to reserve a place on International Project Management (dates of programme) 
Û Please send me a brochure on International Project Management. 
О Please send me INSEAD's Executive Programmes brochure. 


Mr О Ms Û] oO 


First Name 


Family Name 
Job Title 


Company Name & Address 


Postcode 


email 
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COURSES 


BERR EG RE ERE oo Y ERSTES 
For the ambitious professional 


who wants to go nowhere. 


The Centre for Financial and Management Studies 
in the University of London offers 
Masters Degrees in Finance by Distance Learning 
Providing excellence where you anc your professor are separated by distance 
and time zones. No matter where you are in the world, the Centre for 
Financial and Management Studies enables you to study an internationally 


renowned Masters Degree or Diploma programme for the financial world. 


MSc in Financial Management 
MSc in Financial Economics 
Postgraduate Diploma in Economic Principles 


CeFiMS 


For further details and to apply for programmes 
beginning January 2001 visit www.cefims.ac.uk or contact 
The Centre Secretary at CeFiMS, 

University of London, SOAS, London WC1H OXG, UK 
Tel: +44 (0) 20 7691 1700. Fax: +44 (0) 20 7637 7075 
email: enquiries@cefims.ac.uk 





SOAS 


University of London 


UNIVERSITY OF LONDON 





MANAGE THE WORLD 


BECOME A GLOBAL LEADER 


The School of Diplomacy and International Relations offers a new 
and innovative approach to the study of contemporary world issues. 
Graduate and undergraduate degree programs prepare students to 
lead and manage in a global marketplace 


Students from around the world learn together and utilize: 


* An exclusive alliance that opens doors to the dynamic inner 
workings of the United Nations; 

* A distinguished and engaging faculty made up of full-time 
professors, senior diplomats and business professionals; 

* Internships tailored to set students on career paths in international 
affairs, public service, business, law and the non-profit sector; 

* State-of-the-art technology including mobile computing; and 

* Dual degree graduate programs in law, international business, 
and nonprofit or non-governmental organization management. 


For more information or to register for the next open house call, 
(973) 275-2515 or e-mail: diplomat@shu.edu. 
Visit our web site http://diplomacy.shu.edu 


Preparing the Next Generation of Global Leaders 


SETON NEC toon 





Enrol as a manager, emerge as a leader. 


Accelerated 
Development 
Programme 


Make the transition to 
general management. 
Four-week programmes 
* 24 June - 20 July 2001 
* 4 - 30 November 2001 


Two two-week modules 


* 18 - 30 March & 
3 - 15 June 2001 


* 14 - 26 October & 
2 - 14 December 2001 


à big step forward in your career. 


London Business School 
exists to advance learning 
and research in 

business and management 


EXECUTIVE 
EDUCATION 


120 


You will accelerate your development by:- 


email: execinfo@london.edu 


AD 0001 www.london.edu/execed 


You are ambitious and already a highly successful manager within your area of expertise. Now you are ready 
to move on to general management and tackle broader business challenges. Our Accelerated Development 


Programme is designed to help you do just that, as it prepares today's managers to be tomorrow's leaders. 


* broadening your technical skills, including finance & accounting, marketing and operations management 

* strengthening your personal & interpersonal skills so that you have a greater ability to manage and lead 

* developing your strategic abilities so that you are able to provide your team with a clear vision. 

Your reward at the end of four intensive weeks will be the knowledge, skills and confidence you need to take 


Regent's Park 

London NW1 4SA, UK 
Contact: Karen Nisbett 

Tel: +44 (0) 20 7706 6835 
Fax: +44 (0) 20 7724 6051 


London 
Business 
School 
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HINGTON INTERNATIONAL UNIVERSITY Tech nically-trained? 








Live up to your 
Leadership Potential! 


| Bachelor * Master * Ph.D. 
Business (GMBA Majors) - Engineering 
. Liberal Arts - Computer 








Eu adum, бата your AMERICAN degree in ONE А 
‘Academic credit for your work experience + Use our 
























Inquire about the program 
"Mastering Technology Enterprise". 


info@ctm.ethz.ch 






‘our private American Instructor from our 
wut studies + Students from 112 countries 


PO. Box 1138, Bryn Mawr, PA 19010-USA 


fox: 6 10.527.1008 + e-mail: admissions@washint, edu * wewwashintedu www.ctm реп 


ma ms mum шш шш ши шш NAR шш шш MER шш шш ши шш шш шш US шш 
FRENCH и SPANIS 


in FRANCE, in BELGIUM 


DUTCH 


‘66 HOURS PER WEEK NH 
on IN THE TARGET LANGUAGE ; em nn international н * 
* ADULTS from 19 years i i Study: Б : | ap AMATUS 
udy: i and reservations: 
`» RETIRED PEOPLE OF 55 AND ABOVE gio private andion ойр esson "Es 
(Special conditions available) MS E eti M8 
UNIOR А i * and pedagogical activities METTE Fax: + 32-87-79 AT 98 
* АЛ rom |} to 18 years & Ince [773 E-mail | 
„ЕВЕМСН in BELGIUM in Us A: Languagenc Customer@ceran.b 
"m TOT 54 a y 
- ENGLISH in ENGLAND. _ intu ш и our каит 1 (413) 584-0334 Internet 
in BELGIUM | Ds (413) 584-3046. http: ГУУ ceran 































Amsterdam 
(«^ Institute of Finance 


In cooperation with the facul of 
INSEAD 
Upcoming Courses 2000/2001 









Advanced Valuation Topics 3 ; 

- Valuing Commercial Banks (Oct. 30 - 31) | i X | : 

- Real Options (Nov. 3 - 4) : L ; { 
Asset and Liability Management (Nov. 20 - 24) THE GLOBAL MASTER Of ARTS PROGRAM (ОМАР) 
Value-at-Risk (jan. 16 - 19) | : 

got " Are you an experienced interna- As a СМАР student, you can continue 
Negotiation Analysis (an. 25 - 27) tional affairs professional whe wants to perform your professional duties. 
Financial Risk Management (Jan. 29 - Feb. 2) to further your education without — while you purse your education. : 
Ne taking. a year off tc do so? Then. You'll work closely with our highly. 
Mergers and Acquisitions (Feb. 5 - 9) consider the GMAP offered by The respected faculty and fecelve a 






Fletcher School at Tufts University, top quality Fletcher education. Plusy 0" 
This one-of-a-kind, ore-year masters — you'll become part of our active and 

program in international relations — influential international community. 
combines three (3) two-week res The first class starts In date july 2000. 
dency sessions with 31 weeks of Contact us today to leam more’ > 
mediated Web-based learning. about this challenging program, 









Measuring and Implementing 
Economic Value Added (Feb. 12 - 14) 


Foundations of Finance (Feb. 15 - Mar. 9) 










Advanced Corporate Finance 





+ Mergers and Acquisitions (March 12 - 16) 
-~ Financial Restructuring - Going Public (March 19 - 23) THE GMAP INTERNATIONAL CURRICULUM INCLUDES: 
+ Financial Innovation (March 26 - 30) Crisis Management & Analysis • Finance 
Intemational Economic & Business Law 
Advanced Valuation (April 2 - 4) Leadership & Management * Negotiations ` 





Technology Policy » Trade Economics & Political Economy 
Transnational Social issues 


For information, please visit our Web site or contact us directly. 





AIF - Р.О, Box 59536, 1040 LA Amsterdam, The Netherlands 
telephone: *31-20-5200160 - fax: *31-20-5200161 
e-mail: info@aif.nl - internet: www.aif.nl 


TEL: 517-627-2429 WEB: wwwefletcher.tufts.edu 
E-MAIL: fletcher-gmap@tufts.edu 
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i Recognize ae the world’s most flexible Distance 
Leaming MBA or DBA/Ph.D. No bachelors degree 
DIST! required for he MBA (or Манче for DEN) if you have 
1 ; significant work experience, No time limits, minimum 
RS, MS, рыр: Many is i oF mr, MBA usually takes one year, DBA two. 
NO COST evaluation! Send resume. 1 : Transfer students welcome. No required courses, 
6400 UPTOWN BLVD NE 5 SUITE 390. | í You will not have to study material you already know or 
34^ ALBUG., NM 87110058 do not need. No exam d you write papers. 





3AGtantutyuniversity edu Leam from successful business leaders/authors 
[many are millionaires), Faculty members wanted. 
Rushmore University, Dakota Dunes, SD USA / 605. 
232-8037 eciprushmore edo www distancemba.com 


Working with the EU M B A Flexible delivery N | S 
Institutional Relations methods TO 
and Public Affairs M S C Variety of | University 

н specialisms 
15-21 Oct* 26 Nov-2 Dec 


of Surrey 
a е 
Your fast track "deal for those needing immediate practical 


to Brussels. ights into how Europe Works and how best your management potential 


to work with Europe. ey * One year full time + Two years part time * Distance 

: я ; * Open Access/non-graduate route 

* innovative CourseWare and world wide web support 

* MSc in a variety of specialisms including Marketing and e-Commerce Management. 


















_7- DAY INTENSIVE PROGRAMMES 







: Keyéd to-action - with detailed guidance and 
7o Bxamples-oE how to Tobby; manage corporate 
d public affairs and tender most. effectively within 
the EU. i І 


Surrey European Management School, University of Surrey, Guildford, Surrey GU2 SKH 
Freephone: 0800 052 3972 (UK only) Telephone: +44 (0) 1483 259347 
Website: www.sems.surrey.ac.uk 







| For details, please contact 
Anne Bonnaud 





| és Some 20 sessions: lectures, case studies, К 
t5 all conducted by.top Brussels officials and 
practitioners, ^ ` Potes 


APPOINTMENTS 






B www.ecpab.com 













Nus Resources International Ltd provides consultancy 
and project management services to aid agencies and 
governments in the natural resources sector, 






We have a strong track record in delivering innovative and 
Ny, x А effective advice. We аге owned by the Universities of Edinburgh 
The University of Nottingham and Greenwich and Imperial College, London University. 

We are currently seeking staff for a number of project 


MB А Рго grammes 1. 69. . opportunities based in Southern Africa. These posts will deal 
- with current and forthcoming issues in the forestry sector and 
will require а broad range of skills. In particular we are 


4 ҮЛҮЛ currently tendering for the Forestry Support Programme. in 
| () ] li ] ] ] 0 ] ] 0 w ò КАЛТ, Zambia, a project supported by the European Union. We are 
looking for two experienced consultants for the following posts: 
Team Leader and Forest Economist 
















You will provide advice on economics and forest policy within 
the overall framework of the Zambia Forest Action Plan. At least 
10 years’ experience is required, preferably to include 
institutional reform and change management. 

Forestry Administration Specialist 









You will provide advice on legal, regulatory, administrative and 
organisational issues arising from a restructuring operation and 
also administrative support to the programme itself. 10 years" 
experience is required, 

The deadline for receiving applications for the above posts is 


E Hu 
ge А Wednesday 18th October 2000. 
11 Distinctive MBA Programmes ied dicun | 
We are also interested in hearing from consultants with a track 


For further details contact the MBA Office: record in providing support to wider institutional change 
The University of Nottingham Business School programmes, in the forestry, wildlife and other sectors. 

Jubilee Campus, Wollaten Road Nottingham NGS 18B Please contact us in the first 
Telephone: 0115 951 5500 instance, by sending a copy 


Fax: 0115 951 5503 of your recent CV to John G 
Disney, Marketing Director, 
e-mail: mba@nottingham.ac.uk Fax: 44 1634 883 955. Email: 
www, nottingham.ac.uk/unbs LG. Disney(ügre.ac.uk 
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PROGRAM MANAGER 


SUB-SAHARAN AFRICA TRANSPORT POLICY PROGRAM (SSATP) 


The Sub-Saharan Africa Transport Policy Program 
(SSATP) is ari intemational partnership in the 
i transport sector with the objectives of: (i) improving 
Ex ` transport efficiency through reform of policies and 
шү ractices; and (ii) strengthening indigenous capacity for sector 
policy analysis and reform at national and regional levels. The program 
focuses on policy and on strengthening the regional capacity to develop 
{| policy, and is implemented through five discrete components: (1) Urban 
i ey (formerly Urban Transport) (UM); (2) Road Management Initiative 
(formerly Road Maintenance Initiative) (RMI); (3) Rural Travel and Transport 
Program (RTTP); (4) Trade and Transport (TT); and (5) Railway Restructurin, 
(RR). Further information about the program and its components is available 
on the website www.worldbank.org/att/ssatp. 


The Program is being restructured, and as part of this process, a Program 
Manager will be recruited to steer the program under an ‘initial three-year 

|| contract as World Bank staff. The Program Manager will be in charge of the 
organization and execution of all necessary steps needed to manage the 
new SSATP. 


Specific Responsibilities. The Program Manager will be responsible for the 
implementation of the key elements of the SSATP restructuring and 
management including: (a) development of SSATP's new legal framework; 
(b) mission, mandates, size, composition, operating modality of the program 
| components; (c) relation with external partners and stakeholders; (d) funding 
opportunities and options; (e) consolidation and expansion of thé program; 
and (f) extemal contacts, liaisons and negotiation with present and potential 
collaborating institutions. 
Qualifications. Applicants should have the following background, 
perience and leadership qualities: 
| * Degree in transport engineering and/or economics or related field 
Ц * A record of successful management of a transport policy program 
* Ability to lead, establish and maintain effective relationships with senior 


£27 


* 


k + outstanding benefits 


govemment officials, donors, international agencies, and professional 
associations in the transport sector 

* A minimum of 15 years of productive experience in transport policy 
development and management or related fields 

* Full fluency in spoken English and French is ап essential requirement, and 
command of утеп Pog is required; ability to communicate in 
Portuguese will be an added advantage 

» Extensive operational experience, including field experience, and . 
demonstrated ability to evaluate clients’ issues and needs Jis 

* Strong leadership skills with ability to focus on critical 'ssues and identi 
opportunities : 

* Demonstrated skills їп working with clients оп complex issues, and al 
to develop and harness external technical expertise to bring to bear o 
complex problems ss 

* Good interpersonal and team-building skills with demonstrated ability t 
work with local stakeholders | 

* Open and collegial work style, with ability to create partnerships and 
collaborate with others | 

Salary and Benefits, International competitive package includin sion 

health insurance, and other benefits eee gens 

Application, Applications, which must Бе received by October 31, 2000, 

should consist of a cover latter, a full curriculum vitae with postal address, * 

telephone number, fax number, and e-mail address if available. Copies of 

educational degrees and professional references xai i 

including names, postal addresses, and telephone, „#?зк=ы 

fax, and ow о. of three sae alo $ ЫШ | 

requested. Please send applications to Ntombie WORLD BANK. 

Chimula, Team Assistant, SSATP, The World Bank, WORLD BANKI 

Room j-7-253, 1818 Н Street N.W., 1 


Washington, D.C. 20433, USA; e-mail: ANN yf : 
пида зонадан og oF fax12024738038. — ey, po 


%, 


SENIOR ANALYST 


You won't be recycling statistics, 
you'll be creating success 


At Nationwide, we always stay well ahead of the financial 
game. We were the first to implement online banking, and 
we've gained many accolades, including the Lender of the 
Decade award. We've achieved all this through solid 
planning and innovative strategic development, In short, 
by knowing what's coming next in a highly competitive 


market. 


In this role, you'll have a high level of responsibility 
straight away, which will increase as your knowledge of 


our markets expands. 


A sharp, analytical thinker, you'll undertake business 
modelling and analysis of the market, highlighting and 
communicating key trends throughout the business. 


Ав an expert point-of-contact for a number of 


departments, you'll build valuable relationships and 


"Hm 
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Sas INVESTOR IN PEOPLE 
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gain wide-ranging knowledge that will lead te genuine 
carcer development opportunities in the future. Of 
graduate (possibly even postgraduate) calibre, you may 
well have spent 2-3 years in a business analysis role, 
preferably in financial services. 

Having achieved Investors in People, we believe in 
developing all our staff, both professionally and personaly 
We also offer an excellent salary and an award-winning 
benefits package. 

Please write with your CV and current salary 
details to: Samantha Oliver, Personnel and Development 
Operations, Nationwide Building Society, 

Nationwide House, Pipers Way, Swindon SN38 2GN. 

Closing date: 2D October 2000. 


Nationwide 

















UNIVERSITY 








s are invited for the following Economics openings at The American 
rsity in Cairo (AUC). Founded in 1919, АОС campus is located in 
' programs are accredited by the Commission on 
Higher Education of the Middle States Association of Colleges and Schools. For 
| iore information see our website at www.aucegyptedu. 






Teach B.A. and M.A. level intermediate and advanced microeconomics 
{including the economics of information and the application of game theory): 
and also labor economics and history of economic thought. JOB #ECON-1 


Teach В.А. and М.А. level intermediate and advanced macroeconomics 
-Uneluding dynamic macro theory), money and banking, international 
| economies (and exchange-rate policy), JOB # ECON-2 


Teach В.А. and M.A. level econometrics and time senes, mathematical 

economics, and the economics and econometrics of finance. Candidates for this 
“position should also be well-versed in the use of software packages like EViews 
гала RATS, and should be prepared to run a "workshop" course in applied 
“economics for graduate students. ЮВ # ECON-3 
















Normal teaching load is three courses per semester, and English is the language 
of instruction. Ph.D. is required, teaching experience is preferred. In view of the 
AUC's protocol agreement with the Egyptian Government which requires 
ücifie proportions of Egyptian, U.S., and third-country citizen faculty, at this 
‘time preference will be given to qualified applicants who are U.S. citizens. 
“Two-year appointment would begin in September 2001. Rank open, placement 
cand salary based on qualifications and experience. For re-located hires, housing, 
annual home leave and. schooling for two children are included. AUC is an 
О Equat Opportunity Employer. Send letter of application specifying Job # with 
С.У, and names and addresses of three references to: 
Dr. Earl (Tim) Sullivan, 
Provost, 
The American University in Cairo, 
420 Fifth Avenue, 
F1. 3-EC, New York, N.Y, 10018-2729, 




































| Vice President (Research) 


The University of Alberta invites applications from, and nominations of, 
individuals for the position of Vice-President (Research). Ideally, the 
appointee will take office on July 1, 2001. The University plans tọ conduct 
interviews in November and December 2000 and wishes to receive 
applications by October 31, 2000. The search will continue until the position 
is filed. This is one of four Vice-Presidents reporting to the President. 
Founded in 1908, the University of Alberta is one of Canadas five largest, 
full-service research-intensive universities, with full-time enrolment of more 
than 30,000 students. It has a annual budget in excess of $850 million and is 
known for housing one of the largest and most extensive library collections 
in North America. The University of Alberta values partnerships with 
industry and is à recognized leader in technology transfer activities. As well, 
» the University of Alberta values and seeks to enhance partnerships with 
community and business leaders and alumni. A capital campaign launched 
in April, 1997 has raised $191 million. The University of Alberta is a centre of 
excellence in Canadian higher education with teaching and researe 
programs of international distinction. The Vice-President (Research) must 
provide vision and leadership in.a rapidly expanding research environment, 
which last year attracted more than $200 million in external funding. The 
successful applicant will have overall responsibility for the administration of 
research grants and contracts, for enhancing and promoting technology 
|] commercialization, for liaison between the University and the public and 
; private institutions that fund research, and for the dissemination of research 
findings to the communities the University serves. Candidates will have a 
` distinguished record of research and teaching as well as experience in 
academic administration. The ability to coordinate work in a multi- 
disciplinary environment is vital, The University of Alberta is committed to 
attracting and retaining outstanding faculty; staff and students and to creating 
an optimal teaching and learning environment, Priorities include achieving 
; ambitious goals in the areas of research, teaching, internationalization, 
fundraising and external partnerships. Applications or nominations with 
curriculum vitae should be sent fo: Dr. Rederick Fraser, President, 
co University Secretariat, 2-5 University Hall, Edmonton, Alberta ТӨС 2]9, 
Tel; (780) 492-3212, Fax: (780) 492-1424. The records arising from this 
competition will be managed ini accordance with provisions of the Alberta 
Protection of Privacy Act (FOIPP). The 

érta hires on the basis of merit, We are committed to the 
yin employment. We welcome diversity and encourage 
applications from all qualified women and men, including persons with 
| disabilities, members of visible minorities, and Aboriginal persons. 
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Executive Director, AZERBAIJAN 





Open Society Institute seeks an Executive Director for its national foundation in 
Baku, Azerbaijan, The executive director, in conjunction with and under 
direction af OS! Azerbaijan's beard of directors, develops. strategy, plans and 
implementation for operating and grantmaking programs, The director 
supervises staff; interacts with foundation board of directors; oversees the 
foundation’s annual budget. 

REQUIRES: Fluent English and Azeri, Turkish arid/or Russian; 4+ years ngo 
management; 2+ years field exp. in Central and Eastern Europe or preferably, in 
the former Soviet Union; exp. working with a board; strong financial 
management, organizational, interpersonal and writing skills; BA with Masters 
or other advanced degree preferred. Extensive travel, 

Send cover lette/CV to: Open Society Institute 

Human Resources - Code AZERB, 400 W. 59th Street, 
NY, NY 10019, or fax to: (212) 548-4607. 









SOCIAL SCIENCE 


WP AND POLICY 


WORCESTER POLYTECHNIC INSTITUTE STUDIES DEPARTMENT 


The Social Science and Policy Studies (SSPS) Department at WPI- 
announces two tenure track faculty positions in Economics/System 
Dynamics and Psychology/System Dynamics. 


Economics/System Dynamics 


The selected candidate will teach undergraduate courses in 
introductory economic theory, system dynamics and опе or more 
of the following elective courses: international economics, 
development economics, environmental/ecological economics and 
public finance, The selected candidate will also have the 
opportunity to develop new economics or system dynamics 
courses related to their interests. A candidate should have a Ph.D. 
in economics with a strong interest in system dynamics, or a Ph.D. 
in an equivalent area. The ideal candidate will have research and 
teaching promise in integrating an area of economics with system 
dynamics. 


Psychology/System Dynamics 


The selected candidate will teach undergraduate courses in 
psychology and system dynamics. The psychology courses will 
include social or cognitive psychology and one or more of the 
following elective courses: educational psychology, judgment/ 
decision rnaking, environmental problems and human behavior. 
The selected candidate will also have the opportunity to develop 
new psychology or system dynamics courses related to their 
interests. A candidate should have a Ph.D. in psychology or 
equivalent area (e.g., education, judgment/decision making, 
organizational science). The ideal candidate will have research 
and teaching promise in an area interfacing psychology and 
system dynamics (e.g., dynamic decision making, group model 
building, assessment of learning about complex systems, 
human/computer interface design). 


The SSPS Department at WPI has multidisciplinary faculty offering 
majors in economics, system dynamics, technology and society 
and environmental policy. The Department also offers service 
courses in the social sciences Institute-wide. Interest in system 
dynamics as a research and teaching methodology is shared by a 
majority of faculty members in the department, which is also the 
first in the world to offer a B.S. in system dynamics. 


Applications with vita and at least three references should be 
sent to the following address by December 1, 2000, electronically 
or by mail or fax: 


Professor Khalid Saeed, Department Head, 

Social Science and Policy Studies, W.P.I., 100 Institute Rd., 
Worcester, MA 01609, Phone: 508-831-5296, 

FAX: 508-831-5896 - Email: saeed@wpi.edu 

WPI is a leading private university of engineering and applied sciences located 
in Worcester, MA and is an equal opportunity affirmative action employer. 
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Put your talents on 7 
the right track. ae 


Central London £18-32,000 pa 


The Shadow Strategic Rail Authority (SSRA} was set up by the government in July 1999 to provide a focus.and direction for Britain's railways, encourage ^: 
investment and manage the passenger rail franchises. We're currently tackling the job of expanding capacity across the network whilst improving. 
the quality of freight and passenger services as a; whole. Later this year, we'll also be launching a quarterly rail statistics publication from our central 

London offices, | 






















Our culture actively encourages staff to make things happen and work out ways of finding solutions that benefit all parties. We believe in trust and 
integrity, and in a working environment where communication, training and knowledge sharing are paramount. We also Strive to shape the role = and. 
the salary - to achieve the best mix of your talents and our expectations, 


Economist/Analyst 


You'll represent the SSRA throughout the government and transport industry, undertaking financial modelling. and offering advice on a variety of subjects 
You'll comment on competition issues and. the development of methodology that will appraise proposals rom train operators. In addition, the role: will: 
involve analysis of major projects and working with external consultants as necessary. 








Excellent communication skills, IT literacy and the ability to work in a small team are vital. А background of-regulatory and/or transport economies 
would be an. advantage, as would spreadsheet and modelling experience - but a willingness to develop and understand transport models is more: 
NE important. Ref: B5253 





CU fg further details and an application form (to be returned by 27 October 2000) please write to Capita RAS; ломан Court, New Street, Basingstoke, ' 
Hampshire RG21 7JB, or telephone 01325 745170 (24 hours) or fax 01256 383787. Internet: www.rasnet.zo.uk. 


We are committed to equitable treatment of people and to adhering to 
policies which value each individual irrespective of differences of gender, 
ethnic origin, disability, marital status or sexual preference, in all areûs of 
: Our organisational life including recruitment, development ond promotion. 








Republic of Uzbekistan B heal depu омы Tok 


invitation to Tender i 

sick applicants fora tenured position in ACCOUNT 

ACCOUNTING INFORMATION SYSTEM and/or BUSI 

RAN & LEGAL BUSINESS. EAMIRONMENT. татуу 
En 


International li 

HIV/AIDS Д | WE 
Supporting Community Action on ADS in Developing Counties vm 
oS UIS Block of 23,967 (7594) 
ordinary shares in JSC 
"Samarkand Elevator 


Construction Factory" 


“The International HIV/AIDS Alliance supports community action 
| on AIDS in developing countries, We focus on building local skills 
| and local institutions to improve and increase community 
| responses to HIV/AIDS, rather than direct programme 

` implementation. To support the growth of our work in Africa, we 

< are recruiting to fill two new positions in our London secretariat: Tender objective: 
| price of shares US$ 1.6M 


: Regional Co-ordinator: South and East Africa 





- Competitive salary plus excellent benefits Deadline for bid submission AN 
6th November 2000 
Programme Officer: South and East Africa reden es 
| Salary from £26,743 to £29,417 plus excellent benefits Full details of the tender rarer A ЫИ to NO 
I. are available on the 
| Application deadline Friday November 10h, For an information IMC Group web-site at 52, Montant CHAA) GENEVI 
| sheet about the posts and the Alliance, email: edix@ aidsalliance.org http://www.imegroup.co. uk Tel. +441 22/734 15 40, Fax 734 12 





www. revac.net 











E ECONOMIST OCTOBER 7TH 2000 








Asia / Europe / M.East U.S Desin] for Free Info & Critique 


www. an ak 
Fax: Email: 
USA/Canada M 202 4781698 с eri areerpath. co.uk 
Europe +44 20 75048280 areerpath.co.uk 
Asia / M. East/ Aus +66 2 2674688 Joxinfo.coth 













UNIVERSITY OF 
OXFORD 


Said Business School 


EC Research Training Network: 
"Understanding Financia’ Architecture: Legal and Political 
Frameworks and Economic Efficiency' 


Postdoctoral Researcher 


Academic-Related Research Staff Grade IA: 
£16,775 p.a. (pro rata) 


Applications are invited for the post of Postdoctoral Researcher to undertake 
“independent research as part of an EC-funded Research Training Network 
(iwwicepr.orgdhame, ns.asp). The network extends across 8 European countries. The 
UK team is based at Oxford University's Said Business School, and is led by Professor 
Сона Mayer. It ig closely associated with the Oxford Financial Research Centre 
(ww. inanca ocat uki, which has links with the departments of Economics and Maths, 
The network aims to improve the understanding of the interaction between legal 
Po frameworks and financial arrangements, and the effects that these have Gn economic 

x efficieney and growth: ft will examine corporate govemance, bankruptey law, and market 
organisation. and elfibisricy, The network will launch a number of research projects 
expanding and deepening the characterisation of legal rules and financial arrangements, 
in particular regarding ownership andicoritral, and creditor protection. The participating 
researchers. WENIG make use of the theoretical. tools in financial economics and recently 
available data: to shed! light on the complex interplay between law and finance. 

der the terms ofthe EC contract applicants must: 
* be 36 years ol age or under 
ж реа national of an EC Member State or an Associated State, or have lived in the 
Community for atleast & years prior to his/her appointment 
* not be а UK national or have worked/studied in the UK for more than 18 of the 
24 months prior to appointment. 
The appointment, which starts as soon as possible, will be for 11 months. There is a 
relocation and travel allowance. 
-Further details of the post are available from Elaine Durham, Said Business 
50001, 59 George St, Oxford OX1 2BE (tel 01865 288683, email: 
.elaine,durhamG,sbs.ox.ac.uk), or at www.sbs.ox,ac.uk/sbs/sbst.htmi 
Applicants should send a curriculum vitae, including an email address, with the 
names of three referees and a personal statement in support of application, to 

Elaine Durham; The closing date for applications is Friday 27th October 2000. 
t The University is an Equal Opportunities Employer. 






































FELLOWSHIPS BUSINESS 












| OFFSHORE BANK FOR SALE 
| The Madera Group, fric. | 
415.983.6200 (In US) 888.477.3030 


FAX 415.388.5164 
www.maderagroup.com 


DERA 


GROUP INC 


This award offers individuals in the Third 
World [or lesser privileged areas of 
T Europe] the opportunity to produce/pablish 
Original material in the field of rival 
development and or education, whichovay 
fake the form of a book, new 

- Workshop. film, video or via the inteme 

This is not an award for research work. 




















^ Financing Worldwide from $10 mill. 
To $5 bill. & up. 
Acquisitions Mortgage Corporation 
2152342-0180, Fax 215-343-5960 
2146 Bristol Ви, Warrington, 

PA, USA 18976 


siww.enstoneuk.démorco: ul/ackleten/ | www.amcfinance.com 


OPPORTUNITIES 


Research Fellows at 
London Business School 

























The Centre for New and Emerging Markets at London Business 
School is seeking two outstanding individuals with PhDs in 
Economics to work on projects їп the following areas: 


* Determinants of New Technology Adoption in Emerging Markets 
* Productivity and Corporate Governarice in Emerging markets. 


The two projects form part of a larger research programme supported 
by the Department for International Development (DFID). 

The successful candidates will be appointed for 3 years from 15 
November, or as soon as is mutually convenient. Salary will be 
commensurate with age and experience. 


Applications, including a CV and the names and addresses of three 
referees should be sent to Anna Malaczynska, Manager, Centre for 
New and Emerging Markets at the address below. 














London Business School exists to advance learning and research in business and management 


London 
Business 
School 


Contact for further particulars: 
amalaczynska@london.edu 


London Business Schoo! 
Regent's Park 
London NWI 45А 


Closing date: 31 October 2000 
www.london.edu 


EC 06/10/00 










FEDERAL REPUBLIC OF NIGERIA 
National Council for Privatisation, Bureau of Public Enterprises 


Fourth Pan African Investment Summit 


PRIVATISATION IN PRACTICE 


18-22 November, 2000 
ABUJA, NIGERIA 


The Government of Nigeria and Business in Africa International 
Magazine are convening à high level summit to examine the issues 
facing privatisation in Africa: with leading international experts who 

will bring hands on practical experience to this topical issue. 













Government officials, state governors, legislators, trades unions, 
academics and senior executives of private sector bodies are invited 
to join top ranking speakers and VIP delegates in Abuja. 


For more information and colour brochure, please fax, postor email your request to: 
Fax: +27 11 807 0919; E-mail: conference&igoldcity.co.za 
or Fax: +44 171 495 7966, E-mail: Businessinafrica@compuserve.com 









BUSINESS IN AFRICA CONFERENCES | 
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Africa Region 





The international Planned Parenthood Federation, the world's 
leading private organisation in the field of reproductive 
health, including family planning, has a vacancy for the 
Regional Director for its Africa region. In the field of sexual 
and reproductive health, IPPF emphasises advocacy for 
reproductive and sexual rights and health; family planning 
and related services to the under-served; sexual and 
reproductive health and youth; and capacity building and 
sustainability of Family Planning Associations. 


Based in Nairobi, Kenya on a fixed term contract, the Regional Director 
will be the representative of the Director-General of the Federation, 
headquartered in London and the Chief Executive Officer for the Region. 


The successful candidate will use his/her leadership to encourage 
member family associations of the region in evolving or refining their role 
within the local environment and promoting the work of family planning 
associations (FPAs) with donors, The postholder will support the FPAs in 
providing the necessary technical guidance in their programme 
implementation. He/she will also service the Regional Council and its 
Subsidiary bodies. 

The successful candidate will. facilitate and promote the work of the 
Federation, develop and maintain close and effective relations with international 
` organisations, both governmental, and. none governmental, within and 






















multi-national team of staff based in Naitobi, Kenya-and be responsible 
for their management, development, motivation and accountability. 
Additionally, the postholder will be expected to establish good. working 
relationships with senior staff at headquarters in London, whilst 
demonstrating his/her Supporti ve qualiti es. AS a member of the senior 


BÜSNESS OPPORTUNITIES 









ISP, VSAT, Wireless Local Loop, and/or Licensed Spectrum, Communications 
t-service providers wih P gravel political connections are a bonus. 


"Sakon is building fixed wireless Broadband systems using - 
the latest LDS technology in countries ke Argentina, Brazi, Chile, — | 
, Чон Eg ps, Тышы, eremi and other tir deg areas. 


world-class wireless communications system offers: 








For more information, contact Phil Gibson via email at pgibson@sakon.com, 
phone at 001-978-369-6339 x237. Please visit Sakon on the web at wwwsakon.com. | 
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1 Regional Director 






outside the region. The Regional. Director: will provide leadership tû, а: 










management team. He/she will also consult and communicate. on a 
continuing basis with appropriate Regional volunteers... : 
The applicant must be bilingual in English and French and have extensive 
knowledge and experience of working in African countr 
knowledge of Portuguese desirable, He/she will be M 

frequently throughout the region. E 
All applicants must have à post graduate degree. | 






























at senior pu ive 25 In зак ion, "m post бай tes C 
talent for managing the polit aA of the deli herative | 













multilingual/multidisci dd Sein al. and 
constructively encourage furer programme ipio 
ко associations Д the ereas of sexual and ug 













Director. General i in i African n Regi on, on politi | and devel у 
issues on behalf of the Federation: 


Sal "E is тона according to (и ications at E ex 



















bu Federation, 
London NW'.4NS, Unit 


Closing date for application is 31st October 2000. 
Only shortlisted candidates will ре. contacted. | 







IPPF is an equal opportunity employer 






s Cost Up To 
850% Le ss In the New World. 


” f you re looking for the finest international phone rates and service, 
look no further than New World Telecommunications. Because we 
A. save you up to 85% on all international calls, 


To the U.S. and U.K. ^sainiecallback innowator New World 
From ET hia provides state-of-the-art voice communica- 
tions and the lowest possible rates for all: 
international calls originating outside the 
United States through callback. i 
Now you can call anywhere in the world: 
at amazingly low rates. Perfect for home, 
office, hotel, fax, or cellular phones. Call. 
today and be calling globally at 85% less 
the day after tomorrow! 


Call Today! 1-973-438-3168 


1402 Teaneck Road, Suite 114 


Wi exe e ie SA 07666 
rd xv -842 
ewlVorla economist@newworldtele.com 


www newworldtele.com 




























© 2000 Now World Téléconinuttications. New World is a trademark of New World Telecommnscatiorns. All rights reserved. 















's commitment to AIIE LIAC ДААМ 





g Britain 


Formation and administration oF 
companies, opening of 
tel fax/mail forwarding servic 





Department for 
International 
Development 


DFID 


Working as part of a team you will be involved in the 
development and implementation of UK strategies which 
contribute towards the International Development target of 
halving the proportion of people living in poverty by the year 
2015. 

DFID works in tandem with governments of poorer countries, as 
well as with civil society, the research community and 
multilateral institutions including the World Bank, UN agencies 
and the European Commission. 


You will use your analytical skills, knowledge and diplomacy to 
influence senior decision-makers, advising on governance 
systems and the institutional aspects of a broad range of sectors. 
Your ability to analyse institutions should be allied with a 
‘relevant degree and a practical understanding of one of the 
following: political participation and democratic accountability, 
civil and political human rights, public sector management 
reform, decentralisation, financial management and integrity 
systems, security and access to justice. 


TERMS OF APPOINTMENT 


Depending on the successful candidate's preference, the 
appointment may be permanent and pensionable, or for a five 


FID works in p: artnership with 
птеп, interna 
vernmental orga 
private sector and institutions such as the 
UN agencies and the 


government d 
promoting d 
redu i 
to the international 
halving the propo 


th 
nent responsible for 
fopment and the 
ty, DFID is committed 
et of 


World Bank, 
Eur 


countries in As 


IMMIGRATE TO CANADA 
“We Can Help” 
25 Years Experience in Immigration Matters 
The law firm of Somjen & Peterson 


http;//wwwsomjen.com 
Email: somjen@somjen.com 






ы | 





COM 











United Kingdom, GY9 OSF 


Suite 810, 1240 Bay Street, 
"Toronto, Ontario, Canada, MSR 2A7 
Tel (43163922 8083 Fax: (416)922 4234 
^We Сап Help" 


OFT SHORE 








UNIT ED Мс DOM 


Office - 


LAVECO Ltd 
Clos de Saignie, Sark, 





Raymond Тшту Gibson 
Tel: 844-148] -832-542 
Fax: +44-1481-832-116. 
E-mail: sarkiilaveco.com 














E-mail: hungary! 


HUNGARY 
Tel: 436-1-217-96-81 
Fax: $36-1-217-44-14 















ROMANIA 
"Tel +40-92-326-329 
Fax: +40-02-154-605 









Application forms can be obtained, quoting reference AH375/5/AM/TE clearly on your envelope, from 
International Development, Abercrombie House, Room AH375, Eaglesham Road, East Kilbride G75 8EA or telephone 
(01355) 843243 (answerphone) or e-mail: Group5at Gdfid.gov.uk 


an Comm 
assistance is concentrated on the poorest 
лапа sub-Saharan Africa, 






Fax. +3120-5241407, +1416-3525 168 w Offic 


| Do you have any Zimbabwean | 
|| businesses or properties for sale | 


GOVERNANCE ADVISERS 
LONDON, SOUTH ASIA, AND AFRICA 


year appointment to the Corps of Specialists (either 
appointment includes a 10 month probationary period). 


You must be willing to travel and to live overseas. Starting 
salaries for Senior Advisers and Advisers will be within the range 
£33,000 - £48,000 commensurate with qualifications and 
experience (more may be available for exceptional candidates) 
and taxable at UK rates. 


Benefits include non-contributory pension or an allowance in 
lieu. Corps of Specialist officers may have the option to extend 
their contract or convert to permanency. London based 
appointments may be eligible to receive a relocation grant of up 


to £4,000. Overseas appointments will attract additional benefits, 


including variable tax free overseas allowances and fare-paid 
leave passages. 


Candidates should be nationals of Member States of the 
European Economic Area (EEA), Commonwealth citizens who 
have an established right of abode and the right to work in the 
United Kingdom or those granted refugee status as defined by 
the 1951 UN Convention on Refugees. 


for 
http://www.dfid.gov.uk 


but we also work in middle income 
countries, and in Central and Eastern 
Europe. 

DFID is committed to a poli 
Opportunities and encou 
applications from member: 
minorities. 


onal and national 
nisations, the 
f Equal 


on, Most of our of the ethnic 


LEGAL CITIZENSHIPS 
OFFSHORE COMPANIES 
SHIP REGISTRATIONS 
OFFSHORE BANKING & A/Cs 
GMC 








list of erigi for review to: 
es of 
ровка & SHERMAN, P.C. 
32901 Middlebelt Road, Suite SOO 
Farmington Hills, MI 48334 U 
Tel. (246) 855 RÍO Рах (248) 855-9 88 Бай 


gmciglobal-money.com 
www. global топе 
www, flagsofconvenic 


f= START YOUR OWN 




































CARD INO JOB OFF 
т U.S. Immigration law may make you 
eligible for US, GREEN CARD withoat.needing 
Дао offer. Ҥ you are aa experienced businessman 
or professional, please fax your C.V., resume, 


























1: IMPORT/EXPORT AGENCY 1 






Questioned document examination 

and aptitude/character assessment 

for recruitment puposes. 
Phillippa Lavell FAE 








WADE WORLD TRADE 
Dept 2c24 50 Burnhill Road 
Beckenham Kent BR3 3LA UK 








E.mall: scribe@netcomuk.co.uk 


‚ handwriting-expert.com Fax: 444 (0) 20 8663 3212 


Ip: viwww.wadetrade.com. 






1 No Capital or Exp. req. No Risk. Work from 
Home; Part/Full time. Free Advisory Service, 
Est. 1946. Clients in 120 countries. 

5 Booklet. 






Tel +44 (0) 20 8650 0180 (24hrs) 








BUSINESS/PROPERTIES 
WANTED 


Discover your 
family 's history 


which are held offshore? 
if so, please contact, 
Box No. 4107, 25 St James's Sf, 


Перет алеи 
London SWIA IHG, England: кезг, Hants, UK, 8024 9 


ue Fax (ONG 734040 Мр? 














Debrett's ancestry goes buck over 
200 years; Now let us trace yours? 
SEAD POR ODER FREE INFORMATION PACK 


Research ү «Peet EN; PO. Box 7, 
N. Tet {011962 732678 
deron оок 
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PRINCETON UNIVERSITY 26; 


Woodrow Wilson School of 
Public and International Affairs 


Master’s Degree in Public Policy: A One-Year Program For Midcareer Professionals 


The Woodrow Wilson School of Public and International 
fairs at Princeton University offers a Master's Degree in 
- Public Policy (M.P.P.), providing rising leaders in the 
-international and domestic policy worlds an opportunity to 
expand their organizational skills and intellectual breadth 
to compete in an increasingly complex global environment. 


` Qualifications. Applicants must possess a minimum of 7 
years of professional experience in domestic or international 
- government agencies, and/or experience in the nonprofit 
sector. Successful candidates must demonstrate creativity, 
г leadership skills, a commitment to public service, and the 
intellectual capacity to thrive in a demanding academic setting. 


Financial Assistance. The School's generous policy meets 
the full demonstrated needs of all admitted students. More 
n three-quarters of graduate students at the School 
| receive financial aid, which for most includes full tuition 

Д anda stipend for living expenses. Applicants should also 


New York U niversity 
FELLOWSHIPS 


` Project on the Cold War as Global Conflict 
INTERNATIONAL CENTER FOR ADVANCED STUDIES 


The Project on the Cold War as Global Conflict invites applications for fellowships 
for the academic уваг:2001-2002. The Center welcomes scholars at all career 
© “stages in all fields of the humanities and social sciences. Governmental and 
non-governmental policy analysts, NGO staff, and independent researchers with 
training and experience equivalent to the Ph.D. are also invited to apply. Scholars 
from outside the U.S., particularly from Africa, Asia, and Latin America are 
invited to apply. Stipends are $35,000 for 9 months. Fellows will have offices and 
{ willbe eligible for low-cost NYU furnished studio apartments a short walk from 
+ ICAS. The application deadline is January 16, 2001. 


“The ICAS Project on the Cold. War as Global Conflict will run for three years, 
| beginning September 2001. The goal of the project is: to rethink the dominant 
“paradigms and conventional wisdom about the Cold War and post-Cold War 
world. For 2001-2002 the theme is War and Peace: 1945-2000. It will consider 


<o the nature оѓ war and peace since WW If, their definitions and their complex 


relationships to the Cold War in its own varied meanings. We are particularly 
"interested in research on how the East-West Cold War shaped and was shaped by 


|... North-South dynamics of decolonization, both at the general and theoretical level 


and at the level of local case studies. Subsequent themes will be "Everyday Life, 
wiedge, Culture" and “History, Governance, Alternatives.” 


a fuller description of the project and its annual themes and for application 
forms please refer to the ICAS website, http//www.nyu.edu/institutes.nyu For 
"hard copies" of applications and for more information, please contact: 
|. Fellowships, International Center for Advanced Studies, New York University, 
"583 Washington Square South, Room 401, New York, NY 10012-1098, 

: Fax: CAO eM email: icas@nyu.edu 
NYU is an Equal Opportunity/Affirmative Action Employer 
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pursue funding from outside sources, such as the World: 
Bank, with which the School has cooperative and 
cost-sharing arrangements. 


To Apply. For an application and further information, contact: 


Woodrow Wilson School of Public and International Affairs 
Master's Degree in Public Policy | 
Princeton University 

Princeton, NJ 08544-1013 

ш 609-258-4836 

E-mail:MPP2@princeton.edu 

Website: http://www: wws.princeton.edu/degree/grad. html | 


Applications must be received by January 3, 2001. 


The Woodrow Wilson School also offers a two-year degree 
in Public Affairs (M.P.A.) and a Ph.D. degree program. 


BUSINESS & 
| SE AE 


[EE 7 


|REAL.TOUGH.LEATHER. 


The snes Heather coat 


HOUBLON 
FUND FE 





Fhe Trustees of the Eoublon- 
Norman Fund invite applications tor 
Research Fellowships tenable at the 
Bank of England during the academic 
year 2001/2002, The appointment 
will be for full-time research on. an 
economic or financial topic: of. the 
candidate's choice, preferably one that 
could be studied with particular 
advantage at the Bank of England, 
The length of the appointment will be 


Е М For information/catói 
by agreement with — successful 4 bil 


applicants, but will not. normally be 
less than one month, nor longer than 
one year Senior Fellowships will be 
awarded to distinguished | research 
workers who have established. a 
reputation in their field, Fellowships 
will also be available for 

doctoral or equivalent app 

for these, preference wi 

British and other EU Nationals. 
award will normally be reated to 
academic salary scales. 


Application forms (to be returned no 
later than 30 November 2020) and 
details аге available from 
http Z /www,bankofengland.co.uk/ 
houblonnorman/ or Miss Margot 
Wilson, Bank of England, Court 
Section, HO-M, Threadneedle Street, 
London, EC2R SAH. E-mail: Margot. 
Wilson&bankofengland.co.uk, 





www.rebelstoke. com 


L-BB8E-REBELSTOKE 
Thao shipping with internet orders In ther U3 & Codd 





Nominal interest rate it 
initial issue Cost LOS 




















© Ministry of Economy Ministry for Administration and National Property 
of the Slovak Republic Privatisation of National Property Fund of the Slovak 
of the Slovak Republic Republic 
Selection of a Privatisation Adviser 
For the Privatisation of Slovenský Plynárensk$ Priemysel, š.p. 
In accordance with Act No. 263/09 Coll. on Public Procurement, the Ministry of Economy r TE y vefrafeoio / nce and TUTTO 
of the Slovak Republic and the Ministey Tor Adininistration and Privatisation of National Tender for Sti ategic Ady Ice and Pr oject 


[Property of the Slovak Republic in co-operation with the National Property Fund of the Мауро fete эх E 
Slovak nie e announce à fall public fender | to select а Privatisation Adviser to Manageme nt istance in 














PRIVATISATION COMMISSION 










y 












Relation to the Privatisation of Air Niugini 


Advisers to the Privatisation Commission of 
Papua New Guinea 









а provon track record in advising in the energy sector, 
me advi iser must Submit the. documents 




















The Government of Papua New Guinea is implementing a program to | 
| privatise State-owned assets. A Privatisation Commission has been 
appointed to oversee this program, 


| required à 1 
;gequired to submit documentation of at least ап ON: rating received from Standard & Poors 
E or its equivalent from an intemational rating agency, Alternatively, it could submit evidence 
f nder the Financial Services and Markets 
Actin the United Kingdom or registration as a Broker-Dealer with the Securities and 
Exchange Commission in the United States, 


















| The Privatisation Commission wishes to engage advisers to provide 
| strategic advice and sale preparation / project management assistance 
| in relation to the privatisation of Air Nugini, As, a priority this will 
invoice the identification and evaluation of privatisation and 
management agreement options for a partial trade sale. Once the 
| preferred option has been identified, the adviser (or advisers) would | 
assist with the management of preparation for the trade sale and its | 
implementation. The role will also entail relevant advice on strategic 
| value enchancement initiatives consistent with privatisation 
objectives. 














In accordance with article 28 of Act No. 263/99 Coll. on Public Procurement, the bidder will 
i га guarantee in the amount of SKK 50,000 by the one of the methods cited in the 










5-8421002/0720, transaction symbol; 245149, name of the account; Deposit 
unt. im the National Bank of Slovakia. 

















тше "SPP Qualifica on" Уч 13 tober 2000 to the Office i the Minister, 
I svo Hospodárstva Slovenskej Republiky, Mierová 19, 827 15 Bratislava, 
Slovenska Republ їка. The closing date for the tender is expected to be 14 November 2000. 













à ill be notified shortly after receipt of documentation and required to sigh 
a confidentiality agreement in order to. receive the full Tender Documentation. 


For clarification, please contact Mr. Marius Hričovský on +421 7 4333 4237 or via facsimile 
оп 4421 7 4342 3949 between 9.00 a.m, and 5.00 p.m. local time, 











A detailed terms of reference including the application process i is 
| available from the Commission Secretary, Privatisation Commission, 
P.O. Box 45, Konedobu, Port Moresby, Papua New Guinea, phone : 
(675).321 2977, fax : (675) 321 3134. 















* á 
THE REPUBLIC OF UGANDA 





PRIVATIZATION UNIT 
MINISTRY OF FINANCE, PLANNING AND ECONOMIC DEVELOPMENT 
INVITATION TO PARTICIPATE IN THE TENDER PROCESS IN CONNECTION WITH THE 
DIVESTITURE OF NATIONAL INSURANCE CORPORATION 









TO ADVERTISE WITHIN THE CLASSIFIED SECTION, 


ivatization Unit, has initiated a tender process in CONTACT: 


“in National Insurance Corporation. (NIC) with the 
ts after the restructuring and imvestment ph 
ihe pre-qualification of bidders. The 
iby pre-qualified bidders. ‘The Government hereby invites insurance 
. financiers and other interested parties to participate in the first stage of 


Stephen Welch, New York 
Tek (1-212) 541 5730 Fax (1-212) 247 1325 
emali; stephenweich@economist.com 


or — Will Wilkinson, London 
Tek (44-20) 7830 7000. Fax: (44-20) 7830 7111 
email: willyilkinson@economist.cam 









РОНА Profile 
[NIC ва манию, странци. 
M 






+ all its assets and obligations. NIC conducts 
d branch nebwork covering most towns 








хтела: 
pute. with a paid up capital phis rese 
iesu 









3 ve experience in dong term and/or general insurance busin 

4. where the hidiler is. a co sortium, the consortium should have at one insurance or reinsurance 
company that meets thy ve, and owning not less than of the shares of the consortium, 
wath other members being credible financial investors with proven capability: 


"Tender information 
rst stage of the tender ixcondacted in. accordance with pre-qualifivation terms of reference to be 
ohtiined from the Privatization Unt at the following addresses below (Post & web). Pre-qualification 
suber attract ac $1,000 nonrefundable fee. The closing date for receipt of pre-qualification bids is 
Movember НЬ 2000). 


‘The Director, Privatization Unit 
ith Floor, Communications House, Plot 1 Colville Street 
Box 10044, Kampale Uganda 
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BUSINESS & PERSONAL 





© OWNED BY LAWYERS AND ACCOUNTANTS e CONFIDENTIALITY GUARANTEED e BANK INTRODUCTIONS 


The SCF Group, est. in 1989 provides full ranges of offshore services at what we believe are the 
most competitive rates currently available by a licensed professional firm. 


tor OFFSHORE ¢ & UK COMPANIES @thet best р prices contact us t today ` 


EST. 1989 | з ii T LONDON: 


-106 8 
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advertisement published in the Economist. 
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CD & Print Edition 
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number of employees for cach listing including stock info. 

* 1200 Governmental Relations & Advocacy firms. High powered US & Canadian 
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OUTPUT, DEMAND AND JOBS Unemployment in France fell to 9.6% in August. Despite 


table—the jobless rate for the euro area as a whole remained at 9.0%. Canada's industrial-pro- 
duction growth slowed to 3.7% in the 12 months to July 
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Not ел орау adjusted. T Average of latest 3 months compared with average of previous 3 months, at annual rate 'May-Jul; claimant count rate 3,6% 
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PRICES AND WAGES Japan's consumer-price deflation continued; prices fell by o. 0.8% in the 
year to August. Italy’s annual consumer-price inflation remained at 2.6% in September. Swiss in- 
flation rose to 2.3% in September. French producer-price inflation quickened to 5.9% in the year 

















































to August. Japanese workers took a 1.1% pay cut in the same period, a real fall of 0.3%. 
% change at annual rate The Economist poll 
Consumer prices* consumer prices forecast Producer prices* Wages/earnings 
oss LL Amths! 1year — 2000 — 3 mths" 1 year 3mths! — 1year 
Australia +32 4320 +47 +80 +730 +97 +39 Q 
+ 27 Aug + 20. + 38 + 43 Aug +16 2.0 м 
+98 489 м +27 +220 | 
+29 +25 mg -05 + 39 su 
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this, and thanks partly toan increase in Spain's unemployment rate to 14.5%—the highest in the | 











COMMODITY PRICE INDEX 
MM] Coffee prices sank to new eight- 
year lows in London, after a brief uptick. 
The blip heralded the official implementa- 
tion,on October 1st, of a plan by the Associ- 
ation of Coffee Producing Countries: 
(АСРС) to boost prices by storing 20%- of. 
their usual exports. Traders doubt if the 
scheme can succeed, given the world’s glut | 
of robusta beans and the Asian producers’ | 
lack of funds. Vietnam, the biggest robusta 
producer, which is not a member of the | 
ACPC, is expecting a record crop of 700,000 
tonnes, most of which is normally. ex- 
ported. The new crop will come to the mar- 
ket in November. Indonesia, previously 
thought to have withdrawn from the plan, 
now says it will participate from next April, 
initially storing 60,000 tonnes. Forecasts of a 
bumper crop of arabica coffee in Central 


















































America also depressed prices. 

19952100 % change on | 
Sep Sep Oct опе опе 
19th? — 26th — 3rd* month year | 

Dollar index | 

All items 72.5 72.8 723 = 09 + 04 

Food 68.7 69,5 7031 - 09 ~ 18 

Industrials 

Al 76 773 753 - 10 + 26 
Ма 69.2 68.0 684 + 16 ~ 12 
Metals — 84.6 85.1 812 - 27 + 55 

Sterling index 

Allitems — 812 788 782 - 14 +135 

Food 770 75.2 758 - 14 «114 

industrials — 87.0 837 815 - 15 +163 

Euro index 

Allitems 1116 — 1087 1085 + 02 «220 

Food 105.8 103.8 1051 + 02 +197 

industrials 1195 — 1155 — 1130 + 01 +250 | 

Yen index 

All items 82.5 83.3 836 + 19 + 22 | 

Food 78,2 79.5 810 + 20 + 03 

industrials 88.3 884. 871 + 18 + 47 

Gold ; 

$peroz 271.60 27475. 27205 ~ 1.1 =176 | 

Crude oil North Sea Brent | 

$ per barrel. 34.08 30.54 31.22 ~ 50 +390 





* Revised * Provisional Т Non-food agricultural 











Ш ECONOMIC FORECASTS Every month 
The Economist surveys a group of econ- 





omic forecasters and calculates the average 





of their predictions for economic growth, 
inflation and current-aceount balances for 








15countries and for the euro area. The table 





alsoshows the highest and lowest forecasts 





for growth. The previous month's forecasts, 





where different, are shown in brackets. This 











month our forecasters have become more 





pessimistic about inflation, after the oil- 





price rise. Most countries are now expected 





to see higher inflation both this year and 





next. The outlook for inflation has deterio- 





rated most in Australia, Belgium, the Neth- 








erlands and Spain. Growth projections for 
2001 аге now higher for America, Canada, 








and Japan but are unchanged for the euro 
area asa whole. 
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FINAN CIAL INDICATORS 











MONEY AND INTEREST RATES The Fed's harsher-than-expected economic assessment on 
tober 3rd pushed American government-bond yields slightly higher. In both Japan and Eu- 
, long-term government-bond yields fell slightly. 

































































Money supply* «or , |nterest rates % p.a. (Oct 4th 2000) 5 

% rise on year ago over- 3-mth money market banks 2-уваг 10-year gov't "corporate 
EM narrow broad night latest year ago _ prime gov't bonds latest! year ago bonds 
‘Australia +108 +68 Aug 6.25 647 5.10 9.25 6.12 6.18 6.47 7.43 
Britain +70 +88 Aug 5,56 6.13 6.06 7.00 5.86 5.23 5.67 6.45 
| Canada 4168 +88 Aug 574. 556 4.66 7.50 5.72 581 5.90 7.07 
. Denmark па +13 Ag 490. 570 3.31 7.50 5.53 551 557 735 
| Japan +65 +17 Aug 023 . 041 0.03 1.50 0.65 1.80 1.60 2.55 
| +57 +44 Ag 375° 407 3.26 492 467 522 570 5.28 
"'Swigerdand à -46 -19 d 320 355 213 313 353 3889 3449 425 

United States +0.3 +99 Aug (650. 672 6.01 9.50 6.00 589 603 7.52 _ 
| Euro-11* 755756 Aug 466 5.04 3.29 5.25 5.00 5.18 5.12 6.13 





* France 5.34, Germany 5.18, Italy 5.61; Benchmarks: Japan No.225 1.82, US 30-year 5.94. "Germany for prime and bonds. 9New series 


i Narew: М1 except Britain MO, broad: М? or M3 except Britain Ma Sources: Commerzbank, Den Danske, J.P. Morgan, Royal Bank of Canada, Svenska 
indelsbanken, Warburg Dillon Read, WEFA Group, Westpac, Primark Datastreart Rates cannot be construed as banks’ offers, 












TOCKMARKETS The Nasdaq composite index fell by 3.226 on October sub os even though the 
Fed decided not to raise interest rates. In Tokyo, the Topix gained 4.4% and the Nikkei 225 rose by 
3.3%. Copenhagen hit a new high after Danish voters had rejected the euro. 

















































































































| Market indices % change on 
| BENE... MN “one one record Dec 3ist 1999 
[M Oct Ath high low week year high inlocal — in$ 
PN currency terms 
г Australia (All Ordinaries) 3,265.5 3,3304 2,9200 +19 +127 ~19 +36 -147 
11685 1236] 1,0294 +05 +36  -327  - 24 ~15.1 
3080.2 33404 25322 + 27 +21  -161  - 75  -195 
6,3349. 69302 59946 +10 +39  - 86 ~ 86 -173 
10,524.) 11,3888 81142 +27 +498  - 76 4251 +210 
10267 10267 7554 + 39 513 nil +325 +153 
3992.1 43907 3.5128 - 07 +318  - 91 + 48 - 88 
6823.4 80650 64749 +01 +275  -154  - 19 ~146 
19887 21823 16664 +02 +336 - 89 +95 -~ 47 
167491 208332 156400 + 33  - 98 -585 -147  -198 
15122 2,5076 14481 +44  - 00 -476  -122 -174 
6689 7016 6124 +20 +206  - 47  - 04 ~133 
pain (Madrid SE) (10366 11462 9521 + 18 +224 ~ 96 + 28 -105 
weden (Affarsvariden Gen) ...5,5473 6,9606 5176.3 ~ 12 +396  -203 + 09 -122 
Switzerland (Swiss Market) — 7,9456 8,3770 6,7814 ni «131  - 55 +50 - 34 
| United States (DJIA) 10,845 11,7230. 9,9960 +15 +19 ~ 80 - 62 - 62 
(S&P 500) 14343 15275 1,3334 +05 +82 ~ 61 ~ 24 - 24 
(Nasdaq Comp) 3523.1 50486 3,1646 =~ 36 +233 -302  -134 ~134 
| Europe [ЗЕ Eurotop 300)" — 16187 17050 14725 +08 +240  - 52 + 20 112 
"Euro-11 (FTSE Ebloc 100)* 14536 15505 12777] +04 +339  - 63 +50 - BB 
| World (MSCI) 15 12977 1,4488 12954 nl + 41 ~104 na ~ 87 
: World bond market (Salomon) — 4220 4400 4148 -07 -43 - 82 na - 35 





‚ Morgan Stanley Capital international index includes individual markets listed above plus eight others, in dollar terms. 


ae : 
ч ешо 
| ith Barney World Government Bond index, total return, if dollar terms. SProvisional. 
















| TRADE, 








i EXCHANGE RATES AND BUDGETS The euro area had a trade surplus of $4.6 billion in July, well below last year's level; the 12- 
| month running total fell to a third of what it was a year ago. Switzerland's long-running trade surplus swung into deficit in August; but its cur- 
К rent-account surplus widened in the 12 months to the second quarter. The dollar’s trade-weighted index rose by 1%, 


W FOREIGN RESERVES The euro’s launch in 
January 1999 did not dentthedollar's domi- 

nance of countries’ foreign-exchange re- 

serves, but it may have stopped a long surge.’ 
in the greenback’s popularity. The dollar 
accounted for 66% of global reserves at the 
end of 1999, according to the mr. That share 
has risen from 51% since 1990, but it in- 
creased by only half a percentage point last 


year. Even that tiny movement could have | 


been а statistical blip, as the switch to the 
euro turned some of Europe's foreign-ex- 
change reserves into domestic assets. The 
euro made up 12.5% of reserves at the end of 
its first year in use, after developing coun- | 
tries reduced their dollar holdings slightly. © 








“Ву currency 
; as % of total, 1999 




















































































































Trade balance*, $bn Current account ги Exchange rate Currency units 
latest latest 12 $bn The Economist poll trade-weightedt per per рег 
month months latest 12 mths — *& of GDP, forecast Oct4th year ago $ £ 
x 2000 2001 Oct 4th. year ago 

~ 0.66 Aug - 78 - 209 Q2 “4.6 -39 730 823 TBE 151 233 

- Q12]uw8 - 44 = 85 Jul 27 23 992 101.6 158 129 231 

+ 130 Ju + 156 + 108 Jun 4.0 41 977 1010 462 37.7 676 

~ 452 м = 441 - 17202 “16 18 7080 105.4 069 060 - 

+ 2.84 lul + 297 + 5802 0.9 14 793 795 C150 — 147 2.19 

+ 0.24 Jun + 41 + 18 Jun 11 12 999 1038 854 694 125 

- 077 ш + 109 + 359 Jun 23. 22 1002 1042 752 613 110 

+ 452 Jul + 624 - 231 ш 10 “0.7 967 1015 2.24 1.83 328 

+ 278 08 + 55 - 16 wn 02 0.2 715 743 2219 1809 3245 1000 1, 2 

+ 995 jul 21259 — 41167 i 26 24 1550 — 1450 “109 108 160 493 9633 70 
N + 082$ + 121 + 203 02 4.9 4.8 964 ^ 100.1 253 206 369 114 223 05 
Span — - 320 Jun - 385 ~ 17-4 шп 28 "25 732 756 191 155 279 859 168 EE, 
Sweden + 107 Аш + 151 + 55 jul 25 24 804 ^ 828 .981 814 144 442 865 19^ 
Switzerland _ 039 Aug“ nil * 325 Q2 106 10.0 “7068 бо 174 1.49 254 0.8 153 na 
| United States -3870 Ju -4123 ~ 393.5 2 43 42 145 — 1043 - - 146 045  CBB 10 
| Éuro-ti + 461 us + 244 - 122 jut 02 0.4 763 855 115 093 168 0.52 = 12 











Not seasonally adjusted. **New series. 


*Merchandise. Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others cif/fob. 1940100, Bank of England. *OECD estimate. 
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Ш CROSS-BORDER MERGERS The total 
value of international mergers and acqui- 
sitions reached $720 billion in 1999, accord- 
ing to this year's World Investment Report 
from the u Conference on Trade and De- 
velopment. Measured as a share of world 
GDP, cross-border mergers rose in value 
from 0.5% in 1987 to over 2% in 1999. Most of 
these deals involved developed countries. 
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M NET SELLERS Argentine companies’ pur- 
chases of foreign firms were $18.3 billion less 
than foreign firms’ acquisitions in Argen- 


also big net sellers: in both countries, foreign 

companies made net purchases of over $7 

billion, Among the emerging economies 

tracked by The Economist, South African 

_ firms were the biggest buyers, with net for- 

;eign purchases worth more than $4 billion 
in 1999. Singapore was not far behind, with 
net purchases of $2 billion. Mexico was the 
only Latin American net purchaser, to the 
tune of over $1 billion. 















tina last year. Brazil and South Korea were | 











| Sources: National statistics offices 
| Monetary Authority, Centre for Mon 








.RKET INDICATORS 


ECONOMY Consumer prices in South Korea jumped by 1.5% in September, mostly as a result 
of higher food and energy prices. This was the biggest monthly rise since February 1998. Thai in- 
dustrial production grew by a larger-than-expected 1.5% in August, though it was still 2.3% 
lower than a year earlier. Hong Kong's Gp fell by 0.9% in the year to the second quarter. 




















































































































% change on year earlier Latest 12 months, $bn Foreign reserves*, $bn 
GDP industrial Consumer Trade Current Latest Year ago 
production prices balance account 
China. hon s 83200 4128 aug + 03 Aug +296 Aug +157 1999 160.9 ш 152.3 
Hong Kong +108% — - 09 Q - 27 A9  - 97 Ag + 63 Wwe 1004 mg 892 
India — ^  * 589 + 43 + 40Ag —- 9A - 420 327 mg 313 
indonesia +410 +348 ы 61 Aug 4305 Jat *580 283 м 260 
дайа, +8} AM + 185A 74м 412401 322 Ag 325 | 
. 12394 + A6 sept 64м +t Bl. 129 эш 124 | 
Singapore +80% 205 au + 16 A9 +27 a9 +207 Q 63м 781 | 
South Korea + 95 %2 4241 Ag + 39 Sop +153 wg +140 ag 94 Am 647 | 
Taiwan __ + 54Q + 93 Aw + 185 + 69 Ag + 61 @ 1130 aug — 1021 | 
Thailand. * 66m  - 239 + 22g + SAA Gl Au 318 Ag 315 | 
Argentina — +080 - 04 Aug - 07 Sep -04i _ -1140 24.6 Aw 240 
Bral 5 39m  * 68) + 70A + 05g 298 283 w —— 413 | 
Chile +6100 + 47 Aug + 42 Sep + 17 Ag ~ 0802 14.6 за 147 | 
Colombia. t5 m a _ +144 м 25.92 Sep ж 2.1 мл - 1004 BA лш 79 | 
Mexico i$ m +58 S093 ^. = 65 Me ~ 15:8 Qi 343 jut 321 | 
Venezuela * 260 na + 150 aug +11.5 ap +10002 13.0 Aug 117 | 
yet + 65 MO + AMF + 28 — 115 Qr — B9 » 168 | 
Lt 66) + 30Am = 62r 351 в | 
(5130 M _ +1 Omg ~ 68 Aug 22.2 - Aug | 219 | 
+32м + 68 Aug +32 Aug 61 Ag . 52 | 























-20,7 wn 24,5 Ашу 23.3 
~ 29 Аш ..12.3 Aug 11.9 
енн а 5 — 
_7 20 Aug MEA 93 
| RA AU 3 Aug + 107 A 12148 Aug z 246 Aug 25,5 
Russia + 670 *102 Aug + 18.8 Aug +51.4 lut +314 Qi 20.0 Ju 78 
* Excluding gold, except Singapore; IMF definition. Year ending June, * *New series 











FINANCIAL MARKETS Taken by surprise by the resignation of Taiwan’s prime minister, Tai- 
pei fell by 2.4% on October ath; it was down by 10.7% over the week. Manila fell by 4.6% toa two- 
year low, thanks to the sinking peso. Cairo plunged by 8.6%, to its lowest level since July 1996. 
Warsaw fell by 2.8% to a new low for the year, but Moscow gained 6.5%. 














Currency units ______ Interest rates Stockmarkets — — %changeon — — — 
short-term Oct 4th 
% p.a. one in local 





week currency 
24 396 
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25.8 40.8 28.00 















“inflatiansadjusted, lin dollar terms 






banks and stack exchanges, Primark Datastream, EIU; Reuters; Warburg Dillon Read; J.P Morgan; Hong Kong 
g Indian Economy; FIEL; ÉFG--Hermes; Bank Leumi Le-israel, Standard Bank Group; Garanti Bank; Deutsche 
Bank, Russian Economie Trends, 
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Interventionist 


Si&-—While you are right that the 
most discussed policy matters at 
the Prague meeting of the imr and 
“World Bank were the interven- 
“tions in the euro and oil market 
"("Intervention, the euro and oil", 
September 30th), you seem to side 
with the sceptics, especially about 
the euro, citing the “hard” truth 
“that foreign-exchange support 
purchases succeed only in rare 
circumstances. 
uco Unfortunately, you do not 
“consider adequately the crucial 
:; question of whether the interven- 
воп constitutes such a rare occa- 
юп; The euro's jump was quite 
» large given, as you guess, the in- 
fervention amounted to only $3 
: '?billion-5 billion; that the G7 got its 
act together quickly (a pretty rare 
occurrence); that the effect of the 
intervention has lasted; and that 
the euro rate was not affected by 
the negative vote on Danish par- 
ticipation in emu. 

You state that none of the con- 
ditions for making interventions a 
success has been met. While you 
agree that the euro has become 
undervalued, you express doubt 
that speculation was involved. 
How can you know this? To most 
practitioners it would appear that 
the accelerated undershoot of the 
euro that was taking place prior to 
intervention was precisely fuelled 
by position-taking on the as- 
sumption that the monetary au- 
thorities had. no stomach for co- 
ordinated intervention (too close 
to America's election). 

Intervention is not for the 
faint-hearted. The participants 
have taken risks in the process 
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but precisely because the risk of 


doing nothing was considered 
greater: another indication that 
this has been indeed one of those 
tare circumstances where inter- 
vention is called for. Are huge 
amounts needed to make inter- 
vention work? It depends on the 
objective. Stabilising an ‘underva~ 
lued rate requires considerably 
less ammunition than trying to 
reverse substantially a steep de- 
preciation. 

It is also time to put to rest a 
popular but fallacious view that 
since central-bank reserves equal 
only a fraction of the daily turn- 
over on foreign-exchange mar- 
kets, intervention is merely a drop 
in the bucket. In fact, interven- 
tions do not have to match the to- 
tal, or even a significant part, of 
all transactions conducted on the 
foreign-exchange market to be ef- 
fective, but only the ex ante im- 
balances in these transactions. 
The ex ante imbalance tends to be 
only a modest fraction of total 
market turnover. Unfortunately, 
there are no usable estimates of 
the size of such imbalances. We 
can only determine them after the 
event, so that intervention comes 
down to Fingerspitzengefühl, as 
they say in Frankfurt. 

J. DE BEAUFORT 

WIJNHOLDS 

Executive director 

Washington, Dc IMF 
—— ГЫ 


Daft as a Bush? 





$1к —Үои try to qualify George W. 
Bush’s intelligence by pointing 
out that his sar scores were "in 
the top 10% of the country” (Lex- 


gum men im n um өө os ше мэн тн эш иш эш нке ин бш эк эр энн жие OU UI HH BH жөк юв жөн HE жн tc ж тө | 





ington, September 23rd). sars 
have nothing to do with intelli- 
gence. They test how well one 
takes an exam and are used to 
gauge the potential of a student in 
undergraduate study. Mr Bush 
did not live up to his scores and 
was a mediocre student at best. 
Would he strive to be a statesman 
or just coast through a presiden- 
tial term like he did at Yale—on 
name alone? The media have 
good reason to bring to light his 
intellectual shortcomings. 

South Bend, JoHN-ANDREW 
Indiana MURPHY 


Sır—Lexington may want to 
check with The Economist's mar- 
keting department before taking 
the moral high road on poking 
fun at Mr Bush. А current advert 
in America shows a picture of 
him with the caption: "Proof that 
some genes skip a generation". 

San Francisco Ramzi MRAD 


Sin —You lampoon Mr Bush's re- 
mark that, *more and more of our 
imports come from overseas", us- 
ing the heading "Economics 101" 
(On the trail, September 3oth). 
Two of our biggest trading part- 
ners are Canada and Mexico: 
abroad but not overseas. Anyone 


for geography 101? 
Dunwoody, 
Georgia MALCOLM BOWDEN 


س 


Labour's tax 


SiR —You say that Britain's Labour 
government is failing to live up to 
its billing as plain speaking 
("Confidence or cynicism?", Sep- 
tember 3oth). As evidence you cite 
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number of options regarding the 
use of the revenue (it could, for 
example, cut income taxes). This 
government has chosen to devote 
the extra resources to health and 
education. This does not un- 
dermine the government's envi- 
ronmental policy but rather de- 
fines its priorities. 
Dublin CoNOR BARRY 
—— M ——Ó 


Medal detector 


Sir--At first glance, the medal 
tally of the Sydney Olympics 
broadly resembles the economet- 
ric forecast of Daniel Johnson and 
Ayfer Ali (“To the rich, the Olym- 
pic race", September 23rd). Of the 
ten top-ranked countries (based 
on gold medals won) seven are 
wealthy countries, two are com- 
munist states and Russia is in a 
class of its own. The econometri-.. 
cally anomalous results were Rus- 
sia finishing with 32 gold medals 
(interestingly, the countries of the 
former ussr combined bagged 48 
gold medals) and Australia finish- 


ing with, 16 gold. medals, a dis- 





proportionately high tally even 
for a host nation. ` 

The medal tally per head how- 
ever tells a different story ("Syd- 
ney’s secret winners”, October 
7th). The top performers were the 
Bahamas, Slovenia and Cuba 
with America and China lagging 
far behind. These rankings sug- 
gest that money and ideology are 
not the only ingredients for turn- 
ing brawn into gold. Raw sporting 
talent may not be evenly dis- 
tributed throughout the world 
and economic theories alone аге 
the crudest of implements when 
it comes to understanding the hu- 
man condition. . 
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EUROPEAN CENTRAL BANK 


The European Central Bank (ECB), established in Frankfurt am Main on 1 June 1998, is seeking to fill the vacancies detailed below within the 
Directorate General Economics. The ECB has its own terms and conditions of employment, including a competitive salary structure, retirement 
plan, health insurance and relocation benefits. Candidates must be nationals of a Member State of the European Union. 


SENIOR ECONOMIST IN THE MONETARY ANALYSIS UNIT OF THE MONETARY | 


POLICY STANCE DIVISION 
(Reference: ECB/285/00/TE) 


The Directorate General -- Economics of the European Central Bank is seeking a highly qualified and experienced economist for the Monetary 
Analysis Unit of the Monetary Policy Stance Division in the Directorate Monetary Policy. The main tasks of the Unit are to monitor and analyse 
current monetary and financial developments in the euro area and to assess their implications for future price stability. In addition, the Unit is : 
responsible for the analysis of the financial accounts for the euro area. 

` The successful candidate will contribute to a wide range of tasks related to the analysis and assessment of monetary and financial developments: 
He/she will be involved in conducting empirical and conceptual studies in the field of monetary analysis, writing briefing material for... 
members of the Executive Board of the ECB and senior management in preparation of meetings of the Governing Council of the ECB: 
and meetings of international organisations. He/she will also be involved in the preparation of official and other publications of the ECB 
and speeches. The quality, depth and scope with which the above tasks will be performed by the holder of the position are expected to bê 
commensurated with the senior level of the position. | 


Qualificati { Experi 

* Advanced university degree іп есопотісѕ,. together with a sound academic, research and publication. record in applied macroeconomics, 

with a focus on monetary and financial economics. А Ph.D. would be an asset. 

Comprehensive: experience in preparing policy-related briefing and analytical material, preferably gained ina central bank or an international 

‘organisation, Appropriate analytical skills. and work experience in monetary analysis are required. B 

* Sound knowledge | of statistical and. econometric techniques for analytical purposes and strong skills in time series analysis would | 
bea supplemenatary asset. ? 

* Very good command of English with proven drafting ability. Working knowledge of at least one other ‘official Community language is required. 


-SENIOR ECONOMIST | 


IN THE MONETARY POLICY STRATEGY DIVISION 
` (Reference: ECB/289/00/TE) . 


The Directorate General - Economics of the European Central. Bank (ECB) is seeking а highly qualified and. experienced economist for its. E 

Monetary Policy Strategy Division in the Directorate Monetary Policy. The main tasks of the Division are to provide analysis to вирро 

decisions related to the design and refinement of the monetary policy strategy of the ECB and to assess the ‘implementation of the strategy. - 

Moreover, the Division conducts empirical and conceptual work on key elements of the strategy, on money and credit aggregates, on 

monetary policy rules and on the transmission mechanism. ; 
The successful candidate will contribute to a wide range of tasks within the Division. Expertise is sought in particular in the empirical analysis 

of the transmission mechanism and monetary policy rules and the analysis of policy and communication issues raised in both these contexts 

and more generally in the context of the ECB's monetary policy strategy. 

The successful candidate is also expected to present the results of this analysis to members of the Executive Board and to senior management of 

the ECB in preparation for meetings of the Governing Council of the ECB, and for publication and communication with the public. 

The quality, depth and scope with which the above tasks will be performed by the holder of the position are expected to be commensurate 

with the senior level of the position. 


















Qualifications and Experience 

* Advanced university degree in economics, together with extensive: practical experience of preparing policy-related briefing and analytical 
material and/or a sound academic, research and publication record in applied macroeconomics, with a focus on monetary policy and the- 
transmission mechanism. A Ph.D. would be an asset 

* A sound knowledge of statistical and econometric techniques for analytical purposes; strong skills in time series analysis and a central’ 
banking background would be highly valued. 

* Very good command of English with proven drafting ability . Working knowledge of at least one otter official Community language is required. 


Applications | 
Applications should be submitted in English and include a covering letter, a curriculum vitae and à recent photograph, together with references 

confirming the required experience and skills. They should be addressed, quoting the reference number, to the European Central Bank, 
Directorate Personnel, Postfach 16 03 19, D-60066 Frankfurt am Main and should reach us no leter than 25 October 2000. Applications will 
be treated in the strictest confidence and will not be returned. To meet the deadline, applications may be sent beforehand by fax to-fax number 
+49 69/1344 - 7979. However, this is not a substitute for the original, which must still be submitted by mail. This vacancy is also: published or 
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pricesaroundtheworld.com 





Pricesaroundtheworld.com is a site for both the sales and procurement 
‚ department of any company (click www.pricesaroundtheworld.com ). Subscribers 

to our site provide the price of the products they sell and obtain the price of the 

products they buy. We are a worldwide broadcast system that integrates buyers 
-and sellers into the global market through price information. 


© Pricesaroundtheworld.com is the fastest growing Internet company in the world 

and is positioned to become the Web's premier price information page for 
business and industry. Here is your opportunity to join this elite, dynamic, fast- 
paced, and well capitalized organization. We are currently seeking experienced - 
professionals to join our executive team. The salaries for these positions are in 

. the six-figure range, and we offer a generous stock option plan for our executives. 
We are located in Washington, D.C. ins 





(i J Director of International Sales 


Our Director of International Sales will find, appoint, train and support 
representatives in every region of the world, outside the United States, to sell 
subscriptions to industries, wholesalers and traders. Their job requires at least 10 
years of experience in creating and managing successful sales forces in multiple 
countries for insurance, yellow pages and similar service products. 


$ 


@7 Vice President of Customer Service 


We are currently seeking a Vice President of Customer Service to join. our ayami we 

management team. Vice President will be responsible for building and managing. 

a strong customer service department that can provide superior service: to our 
clients throughout the world. Ideal candidate will have a bachelor's degree and . 
10-15 years of customer service management and client retention geren. aif m 





Send your resume today to: 
иркен. com or fax to: 1- 202- 777-8557. 
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OFFICE OF GAS AND ELECTRICITY MARKETS. 


The gas and electricity industries contribute some £13bn annually to GDP and provide essential services to virtually every organisation, business 
and consumer in the UK. The pace of change in these industries is rapid, driven by changes in technology, market structure, consumer and! 
societal needs, and international influences including global capital and fuel markets. In both leading anc responding to these changes, Ofgem 
~ the industries’ independent regulator, with some 500 staff and £36m annual budget ~ ig also changing. In the next few months Ofgem will: 


+ take on new statutory powers and become the. Gas and Electricity Markets Authority; 





• implement a fundamental overhaul of the market for electricity trading in England and Wales, to increase.competition; 


* come together in a single headquarters building in central London. The promotion of effective teamwork and the creation of a dynamic 
culture drawing on the best of private and public sector practice are key Ofgem priorities. 


More information about Ofgem is available at www.ofgem.gov, uk 


DEPUTY DIRECTOR GENERAL (REGULATION AND FINANCIAL AFFAIRS) - 
Salary £100-120,000 h Central London 


Succeeding Richard Morse, who has been on secondment from the City, the person appointed will be an executive member of the board of the 
new Authority (the board, chaired by Callum McCarthy, is expected to comprise. four executive anc. five non-executive members). Reporting to 






Callum McCarthy, the current key priorities for the post: -holder include the major price review oF gas transportation and distribution and the 
; development of enhanced regulatory approaches over and above RPI-X, as well as the fundament 
operation in Scotland described below. S/he will be a member of the Ofgem management committee, This post is óne of the most externally- 
oriented within Ofgem, responsible for City dealings and in constant liaison with energy companies at the most senior levels, and isalso responsible 
for about 70 staff, many of them highly qualified professionals. 





changes i in electricity market structure and 


Candidates will be of the highest intellectual calibre, with strong communication and management kills, a considerable appetite for work and 
and integrity and tû be seen to doso, ds 
fundamental, Candidates will need a substantial understanding of commercial strategy, corporate finance and competitive markets as well as... 





experience of dealing with major companies at board level. The ability to act with utter fairness 


à track record of leading, negotiating and delivering major complex projects under time pressure: Knowl edge of regulation, the ; energy | industries. 
and government. will be helpful but not essential. | 


DIRECTOR (SCOTTISH ELECTRICITY REFORM) 
Salary £60-70,000 DU Central London/Scotland С 


Reporting to the Deputy Director General above, the Director will be responsible principally fcr delivering BET] TA опе of Ofgem's most > 
significant current projects -- the transformation of the arrangements for generation and distributión of electricity in Scotland, and their 
interconnection with England, to a new single national market. These changes have been the subject of extensive consultation and are projected 
to reduce average electricity prices in Scotland by 10%. The Director will be supported by staff in London and Scotland, and will work very 
closely with Ofgem colleagues dealing with commercial, European, technical and other aspects of policy. 

Candidates to lead this high-profile exciting project will need proven analytical and problem-solving intellectual skills of a high order; considerable, 
drive, proactivity and persistence; the ability to manage complex projects involving many high-level internal and external relationships; and d 
significant knowledge of at least some key aspects of аео Жу generation, trading and distribution in the UK.. 


This knowledge may have been gained in policy or consultancy advisory roles (eg economics; accotintancy or law) aswell as in the industry itself. | 


Both appointments are available as secondments for periods of at least 2 years; or as fixed-term. contracts for eg 3 years; or, in the case of m 
the Deputy Director General, permanent appointment; The appointments include an effectively non-contributory pension scheme and 6 weeks 
holiday annually. Higher salaries might be offered in an exceptional case. To request fuller written information about these appointments . 
including how to apply, please telephone Ofgem 's advisers below on 020 8466 4126 (24 hours) quoting reference DFGG/E not later than 
Tuesday 31 October 2000. Applications will close on 7 November 2000. 


gi 


/ ARC \ 


ADVERTISED RECRUITMENT AND CONSULTE 
A PRACULE WITHIN SAXTON BAMPEYLOG HEVER agp 
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To meet the growing demand for its services in the field, 
GTZ is seeking for upcoming policy advice projects in 
Russia, Central Asian and Central and Eastern European countries 


Consultants/Senior Advisors (long-term and short-term assignments) 


specialised in 


W Macro-economic Management W Legal Advice 
to provide high-level advice esp. in the fields of: to provide high-level advice esp. in the fields of: 
* macroeconomic analysis and policy advice * formulation, development and drafting of legislation 
* integration into the International and European market * approximation to EU laws and regulations 
* trade policy formulation {WTO accession). * implementation of the Partnership and Cooperation 
Agreements (PCA) 
* trade law (WTO accession). 


Bi Project Management 


of large-scale technical assistance projects in the above fields including professional leadership of multinational expert teams, 
and high-level liaison with government officials and international organisations. 


Qualification: EU national with proficiency in English and a university degree in the field; Working experience in transition 
countries; Knowledge of Russian highly desirable. The ability to work in interdisciplinaty teams and excellent communi- 
cation skills are also essential. Experience in staff training for partner institutions would be a valuable asset. 

GTZ (Deutsche Gesellschaft für Technische Zusammenarbeit) GmbH operates globally on behalf of the 
German Government as well as other governments and international donors, assisting and advising on 
the implementation of technical assistance projects in transition and developing countries. 
Application: Please send a detailed resume to Bernhard Abele, Deutsche Gesellschaft für Technische 
Zusammenarbeit (GTZ) GmbH, Postfach 5180, 65726 Eschborn, Germany, Fax 449 6196 797450, e-mail: 
Bernhard Abele@gtz.de, quoting reference А100. 


LEHMAN BROTHERS 


Lehman Brothers Seeks Economists 


` Lehman Brothers is a global investment bank with leadership positions in corporate finance and advisory services, private equity, 
equity and fixed income sales, trading and research. Lehman Brothers serves the financial needs of corporate, governmental, 
| institutional, and private clients through offices in all major financial centres worldwide. 


We are seeking to recruit several economists for our research effort in New York. They will work with a well-established and 
| respected global team, combining academic rigor with timely input to a number of the Firm's business activities. 


| Senior Macroeconomist: The primary responsibilities will be to analyse economic data, author feature articles of market interest, 
гапа contribute to the U.S, economic forecast. The ideal candidate should have a doctorate in economics, several years of experience 
| inapplied macroeconomics research, and strong econometric and communication skills. 


| Senior Financial Economist: The primary responsibilities will be to carry out quantitative analysis relating. to fixed income 
structured products. This will include developing and applying econometric models of credit and interest rates risks for structured 
products such as mortgage and asset backed securities, credit derivatives and interest rate derivatives. The ideal candidate should 
- have a doctorate in economics or finance, several years of experience in developing econometric models, experience in analysing 
large sets of data and strong written and oral communication skills. 


We offer a competitive compensation package. Interested individuals are encouraged to submit resumes to Ethan Harris at 3 World 
Financial Center, New York, NY. 1028541000, Fax (212) 526-1466, e-mail charris@lehman.com. Only those individuals whose 
qualifications and experience best meet our requirements will be contacted. 
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OFFICE OF FAIR TRADING 





DRICEWATERHOUSE(COPERS 


EXECUTIVE SEARCH & SELECTION 


DIRECTOR, SERVICE INDUSTRIES 
COMPETITION POLICY DIVISION 


UP TO £62k 


The Office of Fair Trading has front-line responsibility for enforcing UK 
competition policy and protecting consumers. 


Ап exciting opportunity has arisen at Director level in one of the seven 
branches in OFT's Competition Policy Division to head the branch with 
sectoral responsibility (except for mergers and cartels) for the service 
industries. Managing a team including qualified lawyers or economists, 
you will be responsible for the delivery of casework to a high level of 
quality and tight timetables. The Director will be part of the Office's 
senior management team. 


The work will involve complex legal and economic issues, and require 
high-level contact with companies, Government Departments and 
regulators. You must have been a solicitor or a barrister, or economist 
with a masters degree, for at least five years and have experience of 
dealing with competition issues; or have worked at a senior level in a 
competition authority. Ideally, you will have recent experience of 
working on cases concerning the application of EC law and an 
understanding of the enhanced powers within the Competition Act 
1998. You will need sound judgement, strong analytical and 
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communication skills and a proven track record in management. 
Applicants must also be UK nationals. 


Starting salary will depend on experience and qualifications. A higher 
salary is possible for an exceptional candidate. The successful candidate 
will be appointed on a five-year fixed term contract with the possibility 
of extension or permanency. Final interviews will be held in early 
January 2001. 


Closing date for applications is 30th October 2000. For more 
information together with details of how to apply, please download the 
information pack from our website (www.pwcglobal.com/executive/uk) 
or ring the 24-hour packline on 020 7212 6534 quoting reference 
AW3173. Further information on the Office of Fair Trading can be found 
on their website www.oft.gov.uk 


PricewaterhouseCoopers, Executive Search & Selection, 
Plumtree Court, London EC4A 4НТ. 
Email: andrew. wong@uk.pweglobal.com 


The Office of Fair Trading is an equal opportunities employer. 





и 


The International Labour Office is seeking to recruit high calibre Chief Technical Advisers to lead а number of technical 
cooperation. projects. The projects, funded by the United States Department of Labour, address realisation of thé basic rights 
‘recognised by the international community and reaffirmed in the [LO Declaration on Fundamental Principles and Rights at Work, 
namely: freedom of association and the recognition of the right to collective bargaining, and the elimination of forced labour, child 
Jabour and discrimination in employment. Projects aim to: 


* strengthen institutions and legal frameworks for freedom of association and collective bargaining (Cambodia, East Timor, East 
Africa, Nigeria, Ukraine) 

> promote women's employment and social protection (Bangladesh and India), 

* eliminate bonded labour (Nepal) 


You should hold an advanced university degree in labour law, labour or development economics, management, or social sciences 
гапа have at least ten years of relevant work experience, including proven capacity to manage and implement technical cooperation 
.programmes. Experience of working with the ILO's tripartite partners (Ministries of Labour or equivalent, employers’ and 

workers’ organisations) and with NGOs is desirable, as is knowledge of the ILO or of the UN system. Excellent communications 

and negotiating skills and proven ability to lead a team, to work under pressure and independently are essential. 


Fluency and excellent drafting ability in English are required and knowledge of a relevant second language is desirable, Successful 
candidates will be offered an attractive benefits package commensurate with experience. Contract will be of an initial period of 12 
months, with a possibility of extension. 


Interviews may. be held either in Geneva or in the region concerned. Successful candidates must be able to take up their posts at 
short notice and, in all cases, before the end January 2001. 





Please write to express your interest, indicating country preferences. and including a full CV with details of salary, and names of 
‘least three professional referees, by 10 November to: declaration @ilo.org 


i will . In subject line, write "Declaration CTA”. CVs should include ali ibus es requested 
in the Personal ү Form available on the ILO website at http://www.ile (рег 


Hot air blowers belong in the washroom, 
not the boc ardro om. 





‘The Economist 





Group Marketing and Communications Director London Excellent package : 


The Economist Group is a global business and a leading You wil! ideally have a demonstrable track record of 


provider of information on international affairs, business operating at the most senior level and of communicating 
and politics through a variety of media. Our renowned global brands effectively, within.à services sector. Having 


brands include: The Economist, the Economist Intelligence 
Unit, СЕО — information for senior financial executives ~ as 
well as specialist magazines. 

We are required and desired reading for the world of 


worked across the full marketing mix, you will bring to 
us a strong knowledge of market research and in-depth 
understanding of relationship marketing. The gravitas 







international business and politics, with global reach and and strength to influence people and issues from the 
world-class brands. This is an exciting time of change for us, as first moment in a dynamic and fast-paced environment 
we develop our electronic businesses and our printed products. will be essential. 

This role is a. new position created to lead the drive for Initially, please write with your full cv, covering 
worldwide recognition of the group's brands and to letter and salary details to Catherine Hearn, Consultant, 
develop our insight into our high-end audience. Bird & Co International, 19 Cavendish Square, 


‘You will be responsible for articulating and communicating 


the group's brand values whilst developing the international ponder nisle 5 

brand management capabilities. Key to this process will be Closing date:dctober 27.2000: The 

the implementation of a coherent internal and external E-mail: fmccormackGbird-co.com Economist 
communications strategy and the development For more information, visit our е 
of long term relationships with our customers. website at www.economist.com ^ THE ECONOMIST GROUP 
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The Ford Foundation 
Program Officer (8194) 
Governance and Civil Society, India 


"Based.in New Delhi, the Program Officer will be responsibie tor tne 
| Foundation's portfolio in Philanthropy and the Non-Profit Sector in 
India, Nepal and Sri Lanka and for strengthening the role of 
philanthropy and the non-profit sector for innovative development and 
social change. The Program Officer will focus. on: nurturing 
. indigenous institutions engaged in grantmaking, strengthening the 
fiscal and regulatory framework to promote indigenous philanthropy; 
increasing public awareness and understanding of private philanthropy 
“and its role in society; enhancing the NGO and development sector by 
the strengthening of institutional coalitions and: major intermediary 
JE institutions, encouraging linkages between a wide range of national and 
| community-based institutions in "order to address development 
"concerns of the historically disadvantaged and marginalized. 
Responsibilities include; Developing program initiatives; reviewing 
and. responding to proposals; preparing written materials, 
recommending actions for possible funding; working with the 


"Representative in establishing new Foundations; act as liaison with 


|. grantees, government and donor institutions, and other staff. 


Qualifications: Familiarity with the philanthropic sector, involvement 

|| with social change organizations, and experience in institutional 

| development. Excellent interpersonal and communication skills 
including sound analytical and writing abilities are necessary, as is 
graduate study in social sciences or other relevant discipline. 
Demonstrated capacity in grantmaking would be an advantage, as 
would knowledge of South Asian languages. 

То. apply, please. send resume, cover letter (indicating position 
number) and brief writing sample (5-20 pages of original work) to Ms. 
“J, Graber at 320 East 43" St, New York, NY 10017, USA, or email 


фи rd found org) preferably by November 15, 2000. 
The Ford Foundation ts and EEO employer. 


Economist/ 
Sr. Economist 


ге Regi опа! Training Institute/STI (an affiliate of the 
fashington, DC) invites applications for the position of 


The STI is a joint venture of the IMF and the Government of 
Singapore, dedicated to providing training — via. courses, seminars and 
workshops — in macroeconomics and related. subjects to mid- to 
senior-level officials from 28 participating Asia-Pacific countries. 


The successful applicant should have a strong background in macro- 
economics. An excellent command of English is required, and a keen 

о interest in teaching is essential. The selected candidate will be expected 
to play a major role in the development of course material, with particular 
reference to Asian countries’ experiences, and to lecture on a regular 
basis at STI and in countries in the region. The incumbent would also 
have the opportunity to pursue individual research interests. 


The appointment will be for an initial term of two years, with a possibility 
of conversion to a permanent position in the IMF. The appointment will 
commence in early December. A competitive market salary will be offered 
and, in the case of non-residents of Singapore, relocation and living 
allowances will be provided. 


Please send your curriculum by October 27, 2000 to the address below. 
Please send only one copy and make explicit reference to vacancy 
under R00146B, with a clear indication of a telephone/fax number or 
e-mail address where you can be contacted. 


International Monetary Fund, Recruitment Division, 189-100, 700 
19th Street, NW, Washington, DC 20431; FAX: (202) 623-7333; 
e-mail: recruit@imf.org 


Further details about the role and function of the IMF 
are provided on its Web site: http//Avwww.imf.org 
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|. i THE FORD F OUNDATION 


320 East 43rd Street 
New York, NY 10017 


Representative: Moscow, Russia 

The Representative leads the Foundation’s programmatic activities in 
Russia by working with program staff to develop and monitor grants as 
well as through: his/her own. grants portfolio: manages the office and 
budget; and represents he Foundation to official and non-governmenta 
agencies... S/he collaborates. with. the: Foundation’s New: York-base 
Program Officer for Ecstern. Europe to develop regional strategies anc 
contributes to priority-setting within. the ^ Foundation’s thema 
programs: Peace and. Social Justice; Asset-Building and Commu ni 
Development; and Education, Media, Arts and Culture. 


Qualifications: Senior-level professional with significant leadership 
planning, and management experience. Strong analytical skills, excellent 
written and oral. communication skills in English and Russian, extenst 
knowledge ‘of the region's. history and culture, and an in-de 
understanding of development processes and social justice concerns. An | 
appropriate graduate degree and previous experience іп Russi; 
Familiarity with foundations and expertise in one or more areas of the 
Foundation's current program interests is also desirable 

To apply for employment, please: send cover letter resume. and bri 
writing sample to Mr. René Celaya at r.celaya@fordfound.org or at f 
address above by 1 November 2000. Interviews will take place throu 
January 2001. The target start date.is.May 2001. 


Please visit the Foundation’s web site; www.fordfound.org, for- 


| descriptions of the Foundation's programs or request an annual report 
| mail or by calling 212-573-5000 i in New York. 


Equal employment opportunity and having a diverse staff are ' 
fundamental ааш үт The Ford Foundation. © o 


Bío21 - the initiative led by the University Melbourne, 
the Walter and Eliza Hall Institute and. t A al Melbourn 
Hospital - wishes to a; appoint а Chief Executive to establish : 
Australia’s largest and most exciting biotechnology venture. 


This $400 million project will provide a focus for Australia's. - 
leading biomedical research м attracting outstanding 
researchers and encouraging the clustering in Melbourne. 

of academic and commercial organisations with access to. 
world-class facilities. 


Candidates should have: 
* senior executive experience ina complex science-based, 
, organisation; 
ct management skills; 
* experience in the commercialisation of research; 
«a strong international business and market perspective; 
* an ability to work with interdisei iseiplinary teams and relate 
well to scientists, government and the business community; : 
* excellent presentation and communication skills; and 
* relevant academic qualifications, preferably at 
postgraduate level, 


An ideal background might indie early career experience 
in scientific research followed by a chief! executive or à 
divisional general management role in a 

commercially. -focussed pharmaceutical, biotechnology, 
medical technology or other similar organisation, 


be directed in con edo: D 
аа O 2900 and pin 





Australia ( facsimile +61 3 9620 2811; 
email search@ckh.com.an.) to arrive no later than. 
10th November, 2000. 





ч nternational (UK) is a non-profit making pon 
company. dedicated to promoting and protecting the ; IN TERNATIONAL CONSULTANT 
7 health of individuals and communities throughout the : 
world. We provide expertise on a wide range of public 
Land international health issues to governments and 
donors, complemented by our affiliation with John 
Snow Incorporated. We are the DFID Resource Centre 


for Sexual & Reproductive Health, providing technical 
Assistance to. European donors and their country 


: cotin programmes. і Under the Responsibility of the Ministry, the incumbent will be responsible for: 
| DIRECTOR i ^ developing effective legal and administrative mechanisms to.combat trafficking 
; 1 - supervising the institution of multisectoral initiatives for the same objective 

+ developing and organising training programmes, including training material and 
f training of trainers 

-  eapacity building and transfer of knowledge to Govt and non Govt institutions 

- analysing and monitoring project activities including reporting 







i The Ministry of Women and Children's Affairs, Government of the People's Republic 
i of Bangladesh is looking for an International Consultant in Law and Training io. 
i provide technical assistance in the implementation and.monitoring of a pilot project 
implemented by the Ministry and aiming to reduce child trafficking from Bangladesh. 
The project is funded by the Norwegian Agency for Development Cooperation 
(NORAD). 













, The Director is respo ible for ensuring the quality & delivery on current projects; 

liaison. with DFID, EU, UN, and other partners; overall responsibility for company 
“resources and Statitory reporting as a registered UK company and charity; and 
reporting to the Board of Trustees on a regular basis. 













$ dual committed to international development and public 
|; health, able to lead à team of professionals in consolidating and developing a broad 

орооно of work. Your:diplomacy and interpersonal communication skills will 
create excellent working relationships both within the company and with partners 
| and clients. 


i Qualifications and Experience: 
i - Higher education in law or relevant social science with 15 years experience with 
local Governmental or non Governmental institutions and/or international 

Н organisations 

i Extensive experience on anti-trafficking of women and children issues. Working 
experience in South/East - Asia would be an advantage 

- Extensive knowledge in training and capacity building as well as in project 
management, including preparation of work plans and budgets 

- Good interpersonal skills and experience of working in. multi-cultural 
environments 













“You, should have. a. postgraduate qualification in а relevant field, extensive 
experience in aid management (including long term work in at least two developing 
| Countries) and be familiar with current thinking on R&SH. You will have experience 
of working with DFID.and with other major development organisations. You will be 
comfortable: with using: modern communications technology, able to develop new 
business strategies, and familiar with company & charity legal requirements. 














Female candidates are particularly encouraged to apply ! 





Salary £40k+.(& allowances) negotiable according to experience. Must be 

prepared to live in London, with regular overseas travel. Interviews will take 

place on. November 30th in London. The closing date for completed 
applications: Wednesday Sth November. 


For а information pack, please contact: 
ersonnel Officer, JSKUK), Studio 325, Highgate Studios, 53-79 Highgate Rd., 
Kentish Town, London NWS TTL 
1: 020.7241 8599; email info@ jsiuk.com; fax: 020 7482 4395. 
Further details can also be found on www,jsiuk.com 


An equal opportunities employer: Registered charity number 1076908 





Duration of assignment is 36 months. Salary per annum will be 66,000 USD. 
No additional benefits will be given. 







Interested candidates should send their CV (listing three references), а certified copy 
i of the passport and à cover letter to Murari Mohan Datta, Joint Secretary, Ministry of 
1 Women and Children Affairs, Bangladesh Secretariat, Dhaka, Bangladesh. A copy of 
i the application should be sent per fax to the Ministry, fax по. 880-2-861 2892. 










Deadline for application is : 10.11.00. 


Interviews will be held in Dhaka. | 





ПОЛЫШ ЫЛЛАА 







International Finance Participation Trust 






The Inter-American Development Bank, the largest regional 


Atiláteral development institution, based in n d DC, is now reviewing candidates lor the 







| following. positions of: Vice President 
(OE дт) Portfolio Management 












¢ legal advice on the Bank's financial operations, including its borrowings in domestic and 
capital markets, the establishment of other mechanisms to obtain additional resources, 
the periodic increases of its capital resources, and the investment of its liquid assets. 


International Finance Participation Trust (ПЕРТ) is a newly planned Canadian trust, whose 
mission is to provide Canadian pension trusts and endowment funds with higher yielding 
investment opportunities in the world's emerging markets, IFPT offers investors greater risk 
adjusted returns than are available in (he mature Canadian fixed income markets. These 
investments feature participations in loans made by Multilateral Development Institutions, such as 
the ADB, AfDB, EBRD, IADB, IFC, and ће EDC of Canada. 


ТЕРТ Management Inc. which manages the Trust, seeks a Vice President, Portfolio 
Management whose primary functions will be to | 












Requirements: Education: Juris Doctor, LEB. or equivalent degree from. an accrédited Jaw school 
ib a Bank member country, admission to practice law in at least опе Bank member country is 
required, Additional graduate course werk in. law or related field is preferred. Experience: More than 
eight years of professional experience since earning of degree is required. It is preferred that at least 
five years be at the international level (legal practice, teaching, academic stady/publication), with 
emphasis on negotiating, drafting, and counseling in international capital markets transactions. 
Experience in the practice of financial law is required. Languages: Proficiency in English is 
equired. Working knowledge of other languages шивей їп international financial markets is preferred. 


(CODE: NR-00/03) 


To support activities and provide advisory services pertaining to the development of financial 
markets. The individual will help design, research, implement and disseminate information on 
programs and cutting edge topics related to financial markets. 


























* Develop and implement an appropriate investment policy and an effective risk management | 
strategy suitable to an emerging market debt fund, mcluding diversity targets and exposure 
guidelines 

* Analyse potential investments, making recommendations on loan participations to the 

investment committee 

Negotiate all loan documentation for IFPT's investments 

Supervise all necessary country and sector risk analyses 

Monitor ongoing dev elopments i in the emerging markets and in key sectors 

Manage all aspects af IFPT's portfolio on an ongoing basis, including supervision of individual 

projects 

+ Oversee the effective operations of IFPT's portfolio management and research departments 



































if Principal Functions: à) Conduct technical and policy research on selected issues related to the 
devclopment of financial markets including financial intermediation and vapital markets; b) Assist, 
advise, review, and participate in specific projects/programs undertaken in Latin American and 
‘Caribbean countries covering financial and capital markets development: e) Prepare materials and 
coordinate training seminars and conferences; d) Coordinate with regional and international agencies 
| working on financial miu information, regulation and supervision; e) Assist in managing regional 
technical assistance progi ^ 
Qualifications and Minimum Requirements: Education: Master's Degree in Economics, Finance 
or related areas (Ph.D. preferred): Experience: At least four (4) years of related professional 
experience in financial markets, with publications and/or research in these areas. Experience with 
{international organizations and the nianagement of technical assistance programs desirable. 
Languages: Proficiency in English and Spanish. Working knowledge of Portuguese desirable. 
All Interested applicants should send cover letter and resume (in duplicate) by November 02, 2000, 
including salary requirements and a list of three references, to: 
Inter-American Development Bank, Stop E0507 IFPT Management Inc. 
Code: NR ЗЕ Suite 900 
1300 New York Avenue NW, Washington, DC 20577 USA 1130 Sherbrooke Street West 
Montreal, Qc 
Canada НЗА 257 
wwwufptLcom — e-mail: ineysmith&ifpt.com 
Only applications that best match the requirements of this position will be acknowledged. 


aa ee 
















This position will be of interest to MBA graduates with progressive experience and responsibility 
in overall project financing, credit analysis and loan portfolio management in the. emerging 
markets. The successful candidate has a record of success in managing project reviews and is an 
experienced team leader. Specific sector experience in power, telecommunications or other 
infrastructure areas, coupled with exposure in Latin America or Asia, would be preferable. 
Excellent communication, presentation and interpersonal skills are required, along with an 
exceptional command of English; a proficiency in Spanish and French would be highly desirable. 



























Based In Montreal, Canada, this position offers a comprehensive international compensation and 
benefits package. Interested applicants may forward a detailed résumé and covering letter to: 


John A. Neysmith 






















As a reflection of its cónmilment to its borrowing member countries, the Bank may require staff to 
accept assignments ir both country offices and headquarters. Only applications which best match 
the requirements of the position will be acknowledged. The IDB encourages gender equality in its 

hiring practices. 
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The EIU's revolutionary new website 
ebusinessforum.com is a complete 
intelligence service for doing 
e-business globally. As a registered 
member, you get free access to five 
areas of constantly updated 
information: 


: Take advantage 
of the first e-business guide to over 
60 major world markets. 


Get fresh 
insights and provocative opinions on 
global strategic issues facing e-busi- 
ness executives. 


Learn from case 
studies how major companies are 
using the Internet to achieve global 
reach, raise revenues, cut costs, and 
more. 


Read daily 
news briefings on important 
e-business developments in over 195 
major and emerging markets. 


Make use of reports and 
research that analyse the impact of 
e-business on industries, regions and 
corporate functions and find links to 
over 400 selected websites. 


ебиѕіпеѕѕѓогит сот 


Find out at 


The Economist Group's new e-business 


intelligence service will enable you to: 
Exchange views with other senior e-business executives. 
Keep pace with e-business news in your industry and key 
markets. 
Map your strategy using the world's first country guides 
to doing e-business. 


Register NOW for your 
free e-business report 


—offer closes December 1st 2000 
Register NOW for this free e-business intelligence service and get 
a FREE executive summary of “Competing in the Digital Age 
This report, based on a survey of 525 executives, covers how 
companies are rethinking their organisation, strategies, and 


business models in the new digital environment. When you 


register you will get this informative report AND find all the 


e-business information, advice and discussion you need at the EIU 
ebusiness forum—the revolutionary free Internet portal from the 
Economist Intelligence Unit 





Access to this site is FREE, thanks to the financial support of an 
exclusive group of partners, including Bain & Co, Baker & 
McKenzie, Cambridge Tecnnology Partners, Cap Gemini Ernst & 
Young, Cisco Systems, Concert, Dell Computer, Deutsche Bank, 
DHL, Intel Online Services, Korn/Ferry International, KPMG 
Consulting, Oracle and Text 100 


Electronic 








The Economist 
Intelligence Unit 


3KAGP, 






Recognizing quality makes the difference. 


| Whether you're choosing wines or investment шалар 

| ment specialists, there's no substitute for quality. That's 

3 just one good reason why our clients have turned to 

| Julius Baer as their partner of choice. We are committed 
| to long-term capital preservation and enhancement and 

| we have built a wealth of experience needed to spot even 
i the finest nuances and differences in the international 

: investment markets. We also maintain a standard 

| of service that is second to none. Please call us if you 

| would like to know more. 


Julius Bàr 


Zurich: Juerg Berger, 4t (1j 228 50 82; Geneva: Astrid Wittmer, +41 (22) 317 62 40; London: Julian Yorke, *44.(20] 7623 42 11; 
Мем York: Denise Downey, a) 212) 297 36 13; Hong Kong: Audrey Lo, +852 2825 99 38 


“Group Presence: Zurich, Lucerde, Zug, Basle, Berne, Geneva, Lausanne, Lugano, London, Guernsey, Frankfurt, Vienna, Amsterdam, Paris, 
Monaco, Milan, Madrid, New York, Montreal, Райт Beach, Grand Cayman, Los Angeles, San Francisco, Hong Kong; www juliusbaer. com 


Julius Baris: the marketing name: associated with the operations of the Julius Baer Group. issued and approved by Julius Baer International 
Limited; which is ea lated by the, SFA: 
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"ELECOMS companies in Europe arein TT 
A the process of making what may prove to | 
be the biggest gamble in business history. 
^ Over the next three or four years, they willin- | 
“vest more than $300 billion bringing together. | 
` the two hottest technologies of the moment | 
` the mobile telephone and the Internet. This | 
mind-boggling sum will be split, more or less | 
evenly, between the money they are paying | 
| 

| 

| 

| 








to governments for licences to use the neces- 
sary spectrum, and the cost of building new 
broadband networks to transport data at high 
- speed. Elsewhere in the world, although fer- 
-vour for the potential of the mobile Internet is 
just as intense, the stakes are not yet so great. 
< In Asia, Japanese and South Korean firms have been given 
i their new licences free of charge, while in America, forever, it 
` seems, the mobile laggard, the vital spectrum has still to be re- 
leased. What makes this a leap in the dark of such titanic pro- 
portions is that nobody knows if consumers will want the 
new services—or even exactly what they will be. 
-Although managers speak smoothly of knowing their 
business and of doing their sums before bidding in spectrum 
auctions, investors are becoming edgy. Shares in most big te- 
lecoms companies have tumbled as fears have grown and 
‘debts have mounted. This week saw a particularly sharp sell- 
off in the shares of mobile-phone makers. Operators such as 
Deutsche Telekom, France Telecom and British Telecom have 
all suffered credit-rating downgrades, with the threat of more 
to come. Telecoms bonds are trading at far wider spreads than 
those of other corporates. 





If you build it, will they come? 


Rising debts are the biggest worry. But another is the un- 
derwhelming consumer response to the wap (wireless appli- 

.. cation protocol) phones released earlier this year, which pro- 

< vided an early taste of the mobile Internet. Slow connection 
speeds and dull services have resulted in a mere 2m frequent 
users, not the 10m confidently expected. Mobile-phone oper- 
ators may know their existing business. But, as even Jorma 
Ollila, the boss of Nokia, the world's biggest mobile-phone 
maker, concedes, the industry is entering "uncertain waters" 
(see our special article on pages 93-97). 

To be fair, what is coming will make today's war phones 
seem ridiculously clunky. As early as next year, upgraded net- 
works and handsets, known as 2.5G because they are a bridge 
between today's second-generation voice networks and 
third-generation (3G) systems to come, will offer faster speeds 

гапа better quality. The operators hope these will whet the ap- 

_ petites of customers so much that they will be panting for the 
extra capacity of зс when it arrives. But simply reciting such 
mantras as “you can never have too much bandwidth", or “if 
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The wireless gamble 








you build it, they will come", is no s st 
for a credible business plan. 
Меп equipment makers and t 
- operators try to explain how money will be 
made from 3c, they. do little to allay the 
doubts of investors. The mobile-phone in: 
try is careful not to claim that handsets 
replace pcs for surfing the Internet. В 
claims that there will be huge interest in ser- 
vices that exploit what is different abou 
mobile phone: that it is always with you. 
vices based on knowing who you are, whe 
you are, what sort of information you want 
and exactly when you want it, are touted а 
"killer applications". Telecoms companies 
even have hopes of becoming surrogate banks, as customers 
use mobiles as “electronic wallets”. | 

But there are two huge problems with this vision. The irs 
is that time- and location-specific services are likely to be low 
in value. How much would you pay to be guided, say, to 
nearest petrol station or to receive personalised messag 
such as updates on your share portfolio? Something 
tainly, but perhaps not very much--and the money ma 
to the provider, not to the utility that connects him to his c 
tomer. The second is that services this simple do not need 
much bandwidth а 3c. provides. Yet for their investments 
зс to stack up, within seven or eight years the compa 
need to be earning at least half their revenues from trans 
tions and from data: traffic... ; 

What, then, might profitably soak up some of the huge in- 
crease in capacity that 36 will bring? Well, say optimistic op- 
erators, how about movie clips for kids or video-conferencing - 
for business people on the move? The trouble is that mobility 
requires handsets to be small and light. And even with a c 
our display, tiny screens are still tiny screens. 











































Good for Europe . 


So is this a disaster in the making? Not for everybody. In the 
first place, some companies may turn out to win their gamble. 
Vodafone, in particular, is using its superior financial muscle 
to clear advantage. Also, there are already signs in Europe o. 
wave of innovation. ámong would-be service providers bein 
triggered by the certainty that 3c is coming. Just as consumers 
can sometimes surprise by rejecting technology (eg, 
they can also surprise by embracing it (eg, short messaging) 
Things that seem far-fetched now can, remarkably quickly 
become an everyday habit. A decade ago, nobody woulc 
have dared predict the pervasiveness of today's mobile 
phones. And while the cost and risk of 3c is frightening (and 
made doubly so. by the auctions), the alternative for such 
high-flying firms as Nokia and Vodafone of learning to liv: 
with near-saturated mobile-voice markets and declining user 


as 






revenues would have been worse. 































sive transfer from shareholders to governments. As a conse- 
- quence, some of Europe's more financially stretched telecoms 
` elite may have to break themselves up to pay their зс bills, 
but customers and even shareholders should benefit from 
_ greater efficiency. Because operators cannot afford to sit on 
_ their expensive licences, Europe will get зс systems quickly 
and at competitive prices. Only Japan, driven by capacity 
shortages and the phenomenal success of мтт DoCoMo’s i- 





“is no reason at all to relax 


ГНЕ lemming-like rush over the Middle Eastern brink was 
briefly halted when Israel's cabinet extended Monday's 
deadline for the Palestinians to stop their protests or face a 
formal end to the peace process. This shock-tactics ultimatum 
depended on Yasser Arafat being able to end the violence 
with a snap of his fingers. In fact things have moved too far, 
and far too bloodily, since September 29th to be so simple. An 
inflammatory incident in Ramallah on October 12th, in 
which Israeli soldiers were brutally attacked, showed how 
close Jews and Arabs are to hurling themselves into full-scale 
religious-political war. If they are to be saved from this, Ehud 
Barak and Mr Arafat must somehow chart a path that guides 
their peoples back to rational thought. 
Killing continues, and there are danger signals, from both 
sides, of fanatics taking over the streets. The Palestinians have 
given their new uprising the disturbingly resonant name of 
the “Al Aqsa intifada”. Hamas, the main Islamist faction, can 
sit back smiling while secular Palestinian youths, their recep- 
tive minds filled with holy fire, go rampaging out to be shot, 
throwing stones at any Jew in sight. Israelis, perceiving a Pal- 
estinian fifth-column among their own citizens, are allowing 
-fanatics to attack Arab-Israelis and ransack their houses and 
- shops. The Palestinian police are seldom seen; the Israeli po- 
. lice have been charged with defending the Jewish mob rather 
_ than the Arab villagers. There has been savagery on both 
sides but the casualty figures—more than 90 Palestinians 
dead to a handful of Jewish Israelis—tell their story. 

The only way out of the mess is through negotiation. Mr 
< Barak’s threat—to declare the peace process over, and to re- 
2 sort to armed options—suggests that there are alternative 
ways of reaching a satisfactory outcome. There are not: only 
countless routes to greater trouble. Israel can resurrect a state 
_of siege, clamping down on the 60% of the West Bank over 
. Which it still retains security control. Mr Arafat can declare a 
_ State in the small, cut-off chunks that he controls. Repression, 
. andits handmaiden, terrorism, would be the order of the day. 
_ Some Israelis, frightened of the Arab revolt and critical of 

the way their prime minister has been handling matters, have 
_ been talking of a "national unity" government that takes in 
. the Likud opposition. Comforting as this might be in dom- 
. estic affairs, it would be sterile for peace-making. How could 
a link with the Likud, which opposes all the compromises Mr 
Barak has already made, move the two sides closer to peace? 


5.48 


* mode Internet service, is likely to get зс any sooner. 
The European spectrum auctions have resulted in a mas- — 


Neither Israel nor the Palestinians have quite fallen over it yet, but that 





|. Kf 36 proves the doubters wrong апа the mobile Internet 
takes off, then, for once, Europe will be ahead of the United 
States in the adoption of a glamorous new technology— 
though both will lag Japan, whose firms also look destined to 
compete fiercely for handset sales. But the importance of this 
should not be exaggerated, nor should the wider impact on 
productivity. No, the real drama remains the sheer size of the 
gamble for Europe's prized mobile industry and the appalling 
uncertainty of the outcome. 








Similarly, many Palestinians welcome the prospect of ending 
the flawed Oslo peace process, which after seven years has 
brought them so little joy, to return to an earlier era of peace- 
seeking, based on the 1967 им Security Council resolution that 
called on Israel to withdraw from occupied lands. But there is 
no reason to suppose that this wider search, conducted in a 
hostile atmosphere, would succeed where the limited but 
agreed Oslo process has faltered. 

Even more dangerous is the gathering Arab belief that Is- 
rael, which earlier this year retreated from Lebanon under 
guerrilla attack, and now has had three soldiers kidnapped by 
those same guerrillas, is no longer as impregnable as it once 
was. The supposition is false. But, not unnaturally, it discour- 
ages Israel from offering concessions under pressure. It could 
also easily lead the more vulnerable Arabs, above all the Pal- 
estinians, into acts of suicidal folly. 


Waiting, once again, for America 


The difficulty, after the spilling of so much blood and the ex- 
pression of so much bitterness, is finding a way to return to 
rational discourse. Plenty of outside advice, wanted or not, is 
at hand. The Americans (by telephone, for the moment), the 
Europeans (in various guises) and the Russians (through their 
foreign minister, Igor Ivanov) have all been trying to help. So 
has the United Nations, which was long excluded from Arab- 
Israeli peace-making because Israel knew it to be partisan. 
Kofi Annan, the ом% admirable secretary-general, would in 
any circumstances be a hard man for Israel to tum away. As it 
is, the Israelis, though shaken by last weekend's Security 
Council resolution condemning their excessive use of force 
(and even more by America's failure to veto it), tolerate his 
peace-making efforts. They badly need him if they are to se- 
cure the return of their three soldiers from Lebanon, probably 
in exchange for Lebanese prisoners held without trial. 
Eventually, though, it will be America's mediation that 
counts, yet again. The Palestinians distrust Bill Clinton's cosi- 
ness with Israel; they were angered after the collapse of the 
July summit when the president ignored the concessions they 
had made. But Mr Clinton's knowledge of, and commitment 
to, the peace process is unmatchable. So, reservations aside, is 
his influence over both parties. Nobody else is better able to 
drag them back to sanity. The sooner that begins, the better. 
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Italy's unfinished business 


Unless its politicians accept economic restructuring, Italy will lag behind 


its European neighbours 


TALIAN companies are used to being let down by politi- 

cians. For decades, the country was noted for its counter- 
vailing forces of entrepreneurial flair and stifling bureaucracy. 
But in the 1990s countries across Europe began liberalising 
their economies and exposing once-protected state-owned 
companies to competition. The reform mood seemed to em- 
brace Italy too, as it tackled its horrific public-sector finances 
and stabilised its currency sufficiently to join the euro. As 
elsewhere, the politicians appeared at long last to appreciate 
the need to reduce the government's involvement in industry. 
And, as Britain had done a decade or so earlier, Italy started to 
sell state-run companies. Modernity beckoned. 

Yet if that was the promise, the reality has been wretched. 
For the past five years, economic growth in Italy has been the 
slowest of all the big European countries. There have been 
privatisations, to be sure. But the true transfer of assets has 
been far smaller than advertised. Worse, one of Italy's flagship 
sell-offs, the flotation of Enel, its electricity monopoly, has 
been badly mishandled (see page 81). Instead of creating a 
competitive market, Italy has landed itself with a powerful, 
partly private monopolist that charges its customers prices far 
above the European average. 

The underlying problem is political. Few of Italy’s leaders 
genuinely believed that privatisation was a good way to im- 
prove the economy. Indeed, neither market-driven privatisa- 
tion nor liberalisation was ever really on their agenda. Rather, 
privatisation became little more than a convenient mecha- 
nism for raising large sums of cash without giving up control 
of the companies concerned. By retaining big minority stakes 
or golden shares, successive governments have kept their ca- 
pacity to meddle. 

At bottom, Italian government ministers remain suspi- 
cious of the play of free markets. This is true also at the local 
level, where Italy’s reputation for bureaucratic excess was 
originally acquired. Municipalities and regional authorities 





own big chunks of Italy’s infrastructure, but, like their central 
counterparts, they are happy to raise money from outside in- 
vestors only if they can still keep control. 

The problem is that politicians, on both right and left, be- 
lieve that they are unlikely to win favour with the voters if 
they pursue more thorough-going privatisation. For similar 
reasons, the country’s pension system, which desperately 
needs reform, including incentives for workers to pay into 
private pensions, is unlikely to get it. Three reforms during the 
1990s went a little way to improving matters, but too many 
workers are still able to retire in their 50s on state pensions. 
Worryingly, Italy’s population is ageing faster than that of al- 
most any other country, so its pension crisis is likely to be 
particularly acute. 


Can Berlusconi do better? 


Elections next year offer some hope, but only a glimmer. Vic- 
tory for the right-wing coalition led by Silvio Berlusconi ought 
to bring with it a more liberal industrial policy and further 
pension reforms. Alas, the omens are not encouraging. When 
he was prime minister in 1994, Mr Berlusconi ducked both is- 
sues. As for today’s centre-left coalition, powerful voices 
within it still talk openly about Italy’s need for national 
champions in strategic industries. 

Over the past few years other European countries such as 
Spain have taken serious steps towards reforming their econ- 
omies. But Italy appears to be stuck in decidedly old- 
fashioned ways. In the past, the country has tended to be res- 
cued from economic troubles by repeated devaluation of the 
lira against other European currencies. But euro membership 
now rules that out. Having deprived themselves of this soft 
option, Italy's politicians should now recognise the logical 
consequence: that they have no choice but to take on the 
harder task of restructuring the economy. And that means, 
belatedly, both real privatisation and genuine liberalisation. 








Serbia on probation 


Hail to Vojislav Kostunica, the Serbs’ hopeful new leader, but watch him 


warily all the same 


T LAST. The man most responsible for a decade of Balkan 
misery has been brought to bay—if not to justice. A man 
widely thought to be honourable, intelligent and mindful of 
the rule of law has taken over. The turn of events in Yugo- 
slavia has been so sudden and astonishing as to seem almost 
miraculous. It is a time of rare joy and tremulous expectation 
for one of the most wretched of places. With Slobodan Milos- 
evic fallen, Serbia must not be allowed again to fail. 
That sentiment is prompted less by the natural belief that 
the Serbs should have a decent future than by the recognition 
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that they inevitably play a crucial role in the geopolitics of the 
Balkans. If Serbia is turbulent, the rest of the region is sure to 
be unsettled. A falling-out with Serbia’s smaller partner in the 
Yugoslav federation, Montenegro, could start a fifth Balkan 
war. Bosnia, next door, cannot reinvent itself as a multi- 
ethnic country without the support of Serbia’s rulers. It re- 
mains held together only because outsiders, with cash and 
guns, will not let it fall apart. 

Kosovo's future is even more fragile. All that stops the 
ethnic-Albanian majority in this nominally Serbian province 
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from trying to break free altogether, risking another war with 
the Serbs and awful repercussions in countries to the south 
and west, is the NArO-led force that runs it. Other neighbours, 
such as Macedonia and Albania, have little prospect of find- 
ing peace and prosperity if Serbia itself remains poor, trucu- 
lent and aggressive. Indeed, one big reason why NATO went to 
war over Kosovo was to prevent Serb-inspired chaos spilling 
uncontrollably across its borders. 

Now, at last, all Balkan countries have a chance to prosper 
together. They will, however, need help, and most of it will 
have to come from the European Union. The Balkans are a 
part of Europe; it is above all for rich Europeans to make a 
success of the region, and it will be a long job. 

In the end, though, it will be up to the Serbs and their 
neighbours to look after themselves. For all the promise he 
brings, a note of caution must be sounded about the Serbs' 
new leader, Vojislav Kostunica. President he may be, but all- 
powerful he is not. With many of Mr Milosevic's colleagues 


and thugs still in positions of power, Mr Kostunica must con- 


solidate his support at home before seeking broader Balkan 
conciliation. The constitutional balance between the authori- 
ties of federal Yugoslavia and those of the Serbian and Mon- 
tenegrin republics, irrelevant when Mr Milosevic called most 
of the shots, may yet unsettle him. And though he is today 
borne aloft by the ecstasy of a popular revolution, he may 
find that hard realities soon set in. He may not be able to 
move confidently until new elections, called for December, 
produce a friendlier political set-up at home. 

However, even a secure Mr Kostunica should not yet be 
given a free rein by his new western friends. He it was, after 
all, who opposed the Dayton peace agreement because it gave 
Bosnia's Muslims too much, who encouraged Serbs to keep 
their ascendancy over Kosovo's Albanians, and who refuses 










to believe that his ethnic cousins were responsible for the 
massacre at Srebrenica, Europe's worst since 1945. 

Indeed, neither the Serbs nor their new leader can fully 
enter into a comity of civilised nations until they look into 
their souls and at least acknowledge the foul deeds done in 
their countrymen's name. "People power" may have over- 
thrown Mr Milosevic, but people power put him there in the 
first place and sustained him in office. As recently as last 
month he won at least a third of the vote in Serbia. 


Victims turned culprits 


There were few angels, Croat, Muslim or Serb, in the wars he 
started; vengeful Albanians are behaving horribly in Kosovo 
today. But Serbia will not be healthy until Serbs, and Mr Kos- 
tunica, admit freely to the depravity of those many among 
them who were complicit in the carnage of the past decade. 
As necessary as denazification was to the Germans, its equiv- 
alent among Serbs has yet to begin. Indeed, the Serbs, still 
stoking the memories of their suffering in the second world 
war, of centuries before that under the Ottoman Turks and 
more recently under NATO bombs, tend still to see themselves 
as victims when more often, of late, they have been culprits. 

While Mr Kostunica is consolidating, he cannot be ex- 
pected to send Mr Milosevic to the war-crimes tribunal at The 
Hague. But once firmly in the saddle, he cannot expect the full 
embrace of friendship until not just Mr Milosevic but the 
many others who did his dirty work are brought to justice too. 
The Croats, next door, are courageously sorting out their own 
monsters—and sending them to trial abroad. Mr Kostunica, in 
due course, must follow suit. In the meantime, the West can 
and should relax its sanctions, as it has already begun to. It 
should do no more to fuel the Serbs' victim mentality. In the 
end, though, the solution to that lies in Serbia. 








Musharraf fails the test 


One year on, Pakistan's military government looks little better than 


the civilian one it replaced 


T IS а measure of just how bad things had become in Pak- 

istan that when General Pervez Musharraf overthrew the 
elected government of Nawaz Sharif a year ago this week 
most people, including this newspaper, were prepared to give 
dictatorship a chance. In the months before the coup, Mr Sha- 
rif had sacked the president, the chief justice, two naval 
chiefs, the previous army chief and, as his last misjudgment, 
General Musharraf himself. He had imprisoned one editor, 
threatened others, attempted to make himself the supreme 
interpreter of Islamic sharia law, tested a nuclear bomb in re- 
sponse to India's, invaded India and been driven out, and 
seen much of his country descend into lawlessness. 

But last October's optimism was highly conditional. What 
was required from the general was a crackdown on cor- 
ruption, a reining-in of Pakistan's growing band of Islamic 
militants, a reduction of tension with India, a dose of econ- 
omic shock-therapy and, if not a speedy return to barracks, 
then at least a clear timetable for one. 

On all these counts, the general has disappointed. As we 
report on page 37, despite taking absolute powers, he has 
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failed to carry out the economic reforms that would allow the 
IMF to release a much-needed injection of cash, with the re- 
sult that Pakistan is about to go into arrears on its debt repay- 
ment. Nor can anyone be confident that a serious effort is be- 
ing made to tackle corruption: the cases brought by the 
National Accountability Bureau look politically-motivated, 
and none has seriously touched the army, source of much of 
the graft. Meanwhile, arbitrary detentions and even cases of 
torture have increased. 

The general, who these days calls himself the chief execu- 
tive, has failed to produce a plan for a return to democracy. At 
the end of this year, he will hold local elections, but these will 
be non-party affairs. He says he will respect a Supreme Court 
ruling that he must hand over to elected politicians within 
two years. But since he had first carefully pruned the court, a 
different judgment in a year or two’s time would not come as 
any great surprise. Pakistan's last dictator, Zia ul-Haq, after all, 
promised much the same, and lasted 11 years. 

If the scope of General Musharraf's shortcomings had 
been confined to Pakistan's domestic woes, the world might 
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merely have sighed and looked away. But Pakistan is being 
misruled in a very particular way. With borders both to the 
Middle East and to Central Asia, it increasingly risks destabi- 
lising both, never mind its eternal annoyance to India. 

The army in Pakistan, as was once observed about psy- 
chiatrists, is the problem to which it pretends to be the sol- 
ution. Since Zia's days, it has played a dangerous game, cosy- 
ing up to Islamic militants to the extent not just of allowing 
them to operate what are in effect military training camps 
disguised as religious colleges on Pakistani soil, but actively 
training and equipping them. 

On its own narrow terms, this policy has been successful. 
The Taliban, who now control at least nine-tenths of Afghani- 
stan, are a creation of Pakistan's army, which believes that a 
friendly Afghanistan offers it "strategic depth" in its perpetual 
conflict with India. The militants, who keep up the pressure 
on India in Kashmir, are likewise the creatures of the army, 
which shows no sign of wanting peace there. It was General 
Musharraf who, as army chief of staff, launched the provoca- 
tive cross-border assault on Kargil last year, and his adminis- 
tration that torpedoed chances of a ceasefire in Kashmir in 
August by encouraging the militants to insist that they would 
talk to India only in Pakistan's presence. 





But there has been a heavy price to pay. The Pakistani 
army's adventures in Afghanistan have resulted in up to 
100,000 young Pakistani men being trained and radicalised 
there, and now they have come home. The presence of these 
zealots has done nothing for the West's willingness to let the 
IMF £o on bailing Pakistan out. In March, Bill Clinton tilted 
American foreign policy firmly in India's direction, spending 
five days there but only five hours in Islamabad, where he lec- 
tured General Musharraf on the need to contain terrorism, 
but got nothing in the way of assurance. 


The nuclear-armed basket-case 


Increasingly, American policymakers see Pakistan as some- 
thing close to a “failed state", equipped with nuclear weap- 
ons and a tendency to vent its wild-eyec terrorists on the 
world. Pakistan's support for the Taliban particularly irks 
them, since the Taliban shelter Osama bin Laden, whom 
America accuses of blowing up two of its embassies in Africa 
in 1998. The Taliban now produce three-quarters of the 
world's opium, and are forging links with radical Islamist 
£roups across Central Asia and into China. Until General 
Musharraf acknowledges these problems and stops exacer- 
bating them, his country will slide into ever-deeper isolation. 





Conservatives and liberty 


America's Republicans and Britain's Tories say they favour freedom 


and oppose intrusive government. But do they? 


F RIGHT-WINGERS stand for one thing, you would have 

thought if you had been listening carefully during the past 
20 years, it is individual freedom, against the collectivist, op- 
pressive, intrusive forces of the state. At any rate, the practical 
benefits of free individual choice, and the moral virtues of 
that very same thing, have lain at the heart of the speeches 
and writings of right-wing leaders on both sides of the Atlan- 
tic, from Ronald Reagan to Margaret Thatcher, from Newt 
Gingrich to William Hague. Which is why to some it may be 
puzzling—or even unedifying—to have witnessed in the past 
week squabbles in both the Republican and Conservative 
parties about this very topic. In America, Republicans have 
been arguing about gay rights. In Britain, Conservatives have 
been arguing about cannabis. Both have been exhibiting an 
awkward political fact: that their parties are actually coali- 
tions of people with contradictory philosophies. 


From Jefferson to Widdecombe 


Despite the efforts of political theorists, and of campaigning 
newspapers like this one, philosophy plays a fairly small role 
in the operation of political parties—smaller, at least, than 
was once true in dictatorships, where everyone in power had 
to pretend to believe the same thing. Political parties are 
formed in order to gain power, and in democracies that al- 
most always requires coalitions of some sort between groups 
with differing objectives. At times, however, philosophy does 
rear its pretty head. But such moments can then become ugly 
ones, for at best they expose hypocrisies, and at worst they 
lead the party towards a bitter schism. 

Both of the recent fusses look likelier to expose hypocris- 
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ies than cause schisms, but you never know. Dick Cheney, 
George W. Bush's running mate, provoked the anger of many 
Republican activists last week when he took a gentle, even 
sympathetic line on gay relationships, during his televised de- 
bate with his Democratic opponent, Joe Lieberman. In part, 
this reflected his personal circumstances: Mr Cheney’s 
daughter has declared herself to be a lesbian. But also, let us 
assume it reflected his philosophy: that the government has 
no business making judgments about what people do in their 
private lives, and should not discriminate in its policies be- 
tween people on the basis of their sexual preferences. 

He didn’t quite say that, but if he had, it would have been 
entirely in line with individualism and an insistence on strict 
limits on state intrusion. In line, you might say, with the phi- 
losophy of any party keen on liberty, or indeed with Amer- 
ica’s heritage since Thomas Jefferson. So why were some Re- 
publicans angry with him, and why hasn't his boss, Mr Bush, 
backed the Cheney line with vigour? Because not all Republi- 
cans believe in liberty in social and moral matters. Some be- 
lieve that “the family” has a moral or practical importance 
that supersedes individual freedom, and that government 
should therefore intrude in order to promote it. Many others, 
however, also object on religious grounds: the Christian Co- 
alition, in particular, is a vital part of the Republican coalition, 
and holds homosexuality to be against God's law. Such views 
are perfectly reasonable, it is just that they cannot be recon- 
ciled with a belief in individual liberty (nor, indeed, with a 
belief in the separation of church and state). 

The row in Britain has not involved such obvious hypoc- 
risies. It may, indeed, turn out simply to involve that familiar 
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feature of political life, the use of apparent philosophical dis- 
agreement as a weapon in a personal vendetta. But it, too, in- 
volves the clash between beliefs in liberty and in social or 
moral conservatism. It arose when Ann Widdecombe, the 
Tory party's spokeswoman on home affairs, called for a man- 
datory fine for anyone caught in possession of cannabis. To 
enforce an existing law, by means no more Draconian than 
those used for motoring offences, might be thought uncontro- 
versial. But it caused an uproar, and led a series of senior To- 
ries to admit (or claim) that they had smoked dope when 
young. One even said that he had enjoyed it. 

None, so far, has followed the logic of his own position, 
however: that if it is so absurd to punish dope-smokers in the 
same way as parking offenders, then cannabis should be de- 
criminalised. With luck, that conclusion will indeed be 
drawn, for a believer in liberty should also believe that the 
government has no business setting laws for what substances 
people should be allowed to smoke or eat or drink, as long as 
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their actions do not harm others. Yet Ms Widdecombe does 
not agree. Strongly religious, she stands for the family, for 
moral leadership and the strict enforcement even of laws the 
police do not currently choose to enforce. William Hague, her 
party leader, seems clueless about how to respond. 

Where will this lead? Perhaps to larger arguments, and to 
all-out battle between liberals (in the English sense) and 
authoritarians. That is what philosophers might hope for. 
This is pretty unlikely, however. Right-wing politicians, in 
their confusion about freedom, are following, as politicians 
do, a wider confusion in public opinion. Britons and Ameri- 
cans have become strikingly intolerant of such individual acts 
as smoking tobacco (see page 109), and have extended the re- 
mit of crime and punishment in other areas, even as the wave 
of economic freedoms has washed over both countries and 
even as, in matters of sexual and other mores, both societies 
have become far more tolerant. But perhaps consistency is 
too much to expect. Even Jefferson kept slaves. 





Shall all have prizes? 


Time to tart up the Nobel awards 


T IS that time of the year again—when old and venerable 

scientists sit by their telephones, like so many politicians 
awaiting a government reshuffle. In their case the call they are 
hoping to receive is not from a president or a prime minister, 
but from a Swedish official who will tell them that they have 
won that pinnacle of public recognition, a Nobel prize. 

It would be churlish to deny these people (see page 110) 
their 15 minutes of fame (most, even though well-known in 
their profession, are strangers to the wider stage). But all insti- 
tutions need renewal from time to time, and as the Nobels ap- 
proach their centenary (the first prize was awarded in 1901) it 
seems a good moment to stop and ask: What's it all for? 

Alfred Nobel was an inventor, and his original intention 
was to reward discoveries that would benefit humanity. Early 
prizes, such as one for the “invention of automatic regulators 
for use in conjunction with gas accumulators for illuminating 
lighthouses and buoys”, were often for almost mundanely 
practical work. These days there is a greater tendency to 
honour “blue-sky” research—such as the discovery of buck- 
minsterfullerene, an unusual form of carbon for which no- 
body has yet managed to find a use. (However, it should be 
recognised that some prizes this year, for integrated circuits, 
semiconductor lasers and electrically conductive plastics, are 
for more than usually practical inventions.) 

What is really wrong with the system, however, is that it 
has become, more or less, a matter of Buggins's turn, with the 
awards committees giving the impression that they have a list 
of the great and good to get through before those worthies 
shuffle off to the big laboratory in the sky, and thus render 
themselves ineligible. Nobel's will said that the prize should 
be given for work done in the previous year. That is asking a 
bit much. But handing out rewards for things done 40 years 
ago, as has happened in both physics and medicine this year, 
is taking due consideration to extremes. 

Then there is the question of who is eligible to win. To No- 
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bel, the division of the scientific world into physics, chemistry 
and medicine would have looked reasonable. Giving a prize 
for peace seemed a charitable idea. And literature was still 
seen as a western thing, written in a handful of languages, of 
which an educated judge could probably read most. 

Since then, prizes have proliferated. Few of the fields of 
scientific endeavour ignored by Nobel have failed to generate 
their own prize—invariably dubbed “the equivalent of the 
Nobel prize”, in the same way that watery European cities in 
protestant countries invariably proclaim themselves the 
“Venice of the north”. Now, too, the world is overflowing 
with literature prizes—or at least prizes for writing books. 
(The richest prize in Britain is for toe-curling romantic fiction.) 
Nor are journalists exempt. Few would turn down a Pulitzer if 
offered. And even the Nobel powers-that-be have felt the 
need to create an ersatz Nobel prize for economics (see page 
106). Only the field of peace languishes outside this prize- 
giving pullulation, perhaps because it is so hard to find sensi- 
ble candidates even for the existing award. 


Its own reward? 


That the Nobel prizes have managed to retain brand leader- 
ship in the face of all this competition is impressive. But per- 
haps there is still a thing or two its award committees can 
learn from modem marketing methods. A bit more razzma- 
tazz would be one. Instead of the winners turning up at the 
award ceremony knowing that they have won, a shortlist 
might be invited and the victor announced, Oscar-like, only 
on the night. Explicit “lifetime achievement” awards could 
then deal with Buggins, allowing the award of real prizes to 
that most precious market segment, the young. Or perhaps 
the prize winners could be chosen through a lottery of the 
great and good—as those who find their wait by the tele- 
phone to be fruitless often argue it already is. 





THE ECONOMIST OCTOBER 14TH 2000 


sabena © 


www.62-inch-business-class.com 


Have you flown Sabena lately? 

If it’s been a while, maybe this will 

give an idea of what it feels 

like to stretch out and relax in our 
comfortable new Business Class 

with 157.5 cm between rows, it sets a 

standard іп space апа comfort that 

even long-legged long-haul travellers 

wil! appreciate. Find out more 

on the net. Or the next time you fly 


Connect with Sabena via Brussels to 80 destinations in Europe, 20 in Africa and 
to more than 330 world-wide. For information and booking visit our brand new website 


The Qualiflyer Group 





FDI in the 


zech Republic 


ari 


à 


fo! 


4 


сч f 
gm n АС: Te. 


No, it’s not the 
Czech Republic's top 
international models like 
Eva Herzigova, Rother, its the 


{ ven abiliy to satishy 
the needs o! foreign investors seeking 
to better serve their customers while 
ennoncing f fit Wulity 
[he ect vernment s commitment 


lo further enhance the investment 
climate model throu: 











ver 1,200 foreign investors manufacturing in ће Czect 
Republic are already b пісалі cost efficiencie 

jic location to e locally fr the 
zech Rept blic d the 

mbination ot these je jl pil jl 

[ те v Vt rk ‘ce NOW 2 tut f vest › 





ability to satisty the needs of the f 


oreign investors that makes 


the Czech Republic the model location 


tind out hov your mpany will benefit from 
{ ng a service nutacturing 
jrcing per r the > 
-zech Republic, take a look a 


www.czechinvest.org ог conto 


' CZECHINVEST 


ce neares je 


"l 


SERBIA 


When the party's over 


BELGRADE 


Can Vojislav Kostunica reassure both his well-wishers and those who 


mistrust him? 


OMETHING extraordinary has hap- 

pened to Belgrade's close-knit circle of 
writers, lawyers and artists who have kept 
the flame of opposition flickering for the 
past decade. For much of that time, they 
have been furtive and often embittered fig- 
ures. But this week they were having a ball, 
gulping wine and gossiping in a chic new 
restaurant where traditional Serbian fare 
meets nouvelle cuisine. As one observer put 
it, once their nemesis, Slobodan Milosevic, 
had been replaced by Vojislav Kostunica, 
“It’s as though somebody had taken a bicycle 
pumpand filled them with air." 

By Monday, there was little obvious sign 
of the dramatic events which had unfolded 
inthecity centrea few days before:a demon- 
stration on October sth by hundreds of 
thousands of people, and the storming of the 
federal parliament; a cowed admission of 
defeat the next day by Mr Milosevic, who 
had at first refused to accept the results of the 
election on September 24th; and then, late 
on October 7th, the swearing in of Mr Kos- 
tunica, a previously obscure law professor 
whose moderate variety of nationalism had 
won the assent of a broad coalition of Serbs 
disgusted by authoritarianism and misrule. 

As the huge street parties died down, 
there was nervous talk in Belgrade, and some 
western capitals, that the Milosevic machine 
might have retained its grip on many of the 
levers of power. After all, the administration 
and parliament of Serbia, the senior partner 
in the Yugoslav federation, were still domin- 
ated by the old guard. And Serbia's presi- 
dency was still in the hands of Milan Miluti- 
novic, who wasindicted last year, along with 
Mr Milosevic and three other senior figures, 
for war crimes in Kosovo. 

But in fact the revolution in Belgrade's 
corridors of power, and in many other 
places, went further than was at first apppa- 
rent. Sensing the wind of change, Serbia's 
legislators sulkily agreed to new elections on 
December 17th, which—in the new demo- 
cratic atmosphere—will surely bring further 
setbacks for Mr Milosevic's Socialists. 

All over the country, workers who sup- 
port Mr Kostunica were taking over the of- 
fices of factories, hospitals, banks and mines 
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and forcing the resignation of bosses loyal to 
the old regime. In a country where most me- 
dium-sized and large firms belong to the 
state, the Milosevic regime had huge powers 
of patronage; but its beneficiaries had be- 
come hated figures, suspected of lining their 
own pockets and those of their political 
bosses. At government ministries and or- 
gans of the state media, self-proclaimed cri- 
sis committees took over this week. This of- 
ten led to chaos, but rarely to violence— 
though Vojislav Seselj, the disgraced presi- 
dent’s ultra-nationalist ally, was stoned as he 
left the Serbian parliament. 

The battle for real control of Serbia's le- 
vers of power was still raging at mid-week. 
On Tuesday, the Socialists and Mr Seselj's 
Radical Party abruptly pulled out of the talks 
being held to form a caretaker government 
for Serbia; and Zoran Djindjic, a leader of the 
pro-Kostunica coalition, said elements of the 
old secret service were regrouping. But for 
many Serbs the most important thing is that 
they no longer live in fear of brutish figures 
like Mr Seselj or Marko Milosevic, the presi- 
dent's playboy son, who is believed to have 


sought refuge in Russia. 

Although the police, or most of them, 
quickly abandoned the:r loyalty to Mr Mil- 
osevic, itis still notclear whom they do serve. 
Atone point, Mr Djindjic suggested that they 
could bumble along without a boss for a 
while. Such outbursts of Utopianism are un- 
derstandable. But elsewhere in Serbia, and in 
every other country with an interest in the 
Balkans, people are conscious that rebuild- 
ing the country, both physically and mor- 
ally, will be hard work. 


The shattered economy 


A decade of sanctions and mismanagement, 
plus last year's air war by NATO, have left the 
formal Serbian economy in ruins, with the 
environment blighted and half the popula- 
tion with little or no work. For most of the 
past decade, according to (admittedly in- 
complete) official figures, the economy has 
shrunk at an average rate of 7% a year. Two 
bouts of hyperinflation in the early 1990s, 
followed by the freezing of hard-currency 
savings to pay for the Bosnian war, have 
ruined the middle class and destroyed all 
confidence in the banking system. Because 
banks have been administered in a spirit of 
political cronyism, with directors feeding 
soft credits to firms which they also control, 
their balance-sheets are misleading; many 
of them might be technically insolvent if 
they were audited honestly. 

With average wages running at a miser- 
able DM85 ($38) a month, people are heavily 
dependent on illegal or semi-legal forms of 
moonlighting. The black sector is estimated 
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to account for as much as 70% of the 
countrys economic activity. This, 
plus the strength of Serbia's farms, has 
provided a cushion against starva- 
tion. But crime is hardly an ideal form 
of social welfare. 

Gangsterism, which has flour- 
ished in many ex-communist coun- 
tries, is exceptionally powerful in 
Yugoslavia. War-profiteering, sanc- 
tions-busting and a corrupt system of 
import permits have created ideal 
conditions for well-connected crimi- 
nals to take over many sectors of the 
economy. Almost every level of Ser- 
bian society is involved with the black 
market in some way, from wealthy 
entrepreneurs who have enjoyed the 
protection of Mr Milosevic junior to 
petrol-smugglers on the border with 
Bosnia and small traders selling con- 
traband cigarettes in the flea-market. 
The underworld has exploited Yugoslavia’s 
isolation from the community of law-gov- 
erned states. 

That isolation should now be ending. 
Miroljub Labus, a leading economist in the 
pro-Kostunica coalition, has said he hopes 
Yugoslavia will be readmitted to the iwr in 
mid-December. With an estimated external 
debt of $14 billion and foreign-exchange re- 
serves of only $350m, the new government is 
in urgent need of reconnection to interna- 
tional credit lines. Yugoslavia reached an 
agreement in principle with the Paris Club of 
creditor governments last year, and Mr Kos- 
tunica is hoping for a big dose of debt for- 
giveness from the London Club of commer- 
cial creditors. 

In any case, restoring Yugoslavia to fin- 
ancial health is a task that cannot wait long— 
especially if the new government is to gain 
the confidence of pensioners and low-in- 
come state employees who voted for Mr 
Milosevic mostly because they feared that 
any new regime would make things worse. If 
food subsidies are now removed as part of 
an economic reform programme, those fears 
could be justified — unless some sort of social 
safety net is introduced. 

Serbia's new leaders reckon they need a 
rapid injection of $500m to get through the 
winter with sufficient fuel and pharma- 
ceutical supplies. In recent years, the Milos- 
evic regime was able to use the grain surplus, 
produced by farms in fertile Vojvodina 
province, to procure the imports it consid- 
ered essential, such as weapons and energy. 
But this year's harvest was poor. 


Dealing with Milosevic 

Economic reconstruction must be the first 
priority. But one of the biggest tasks for Mr 
Kostunica, as a self-described stickler for the 
rule of law, will be to reinstil some sense of 
respect for properly constituted authority 
and legal procedures. Like many central 
European countries, Serbia has a respectable 
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tradition of legal scholarship; but the legacy 
ofcommunism, war and poverty has made a 
mockery of its former ideals. For example, it 
is an open secret that many of the ethnic Al- 
banians who remained in Serbian jails after 
the Kosovo war were "bought out" by their 
families for a few thousand dollars in a com- 
plex process that lined the pockets of corrupt 
lawyers, policemen and judges. Mr Kostun- 
ica must now decide what to do about sev- 
eral hundred Kosovars who remain in Ser- 
bian jails. 

An even bigger issue will be how, if at all, 
to bring his predecessor to account for 
crimes against his own people and several 
other ex-Yugoslav states during his watch. 
Mr Milosevic has been charged by the inter- 
national war-crimes tribunal for ordering 
massacres in Kosovo; the charge sheet may 
soon be broadened to include atrocities in 
Bosnia and Croatia. 

Many people in Belgrade expect that, 
once the new administration has consoli- 
dated its gripon power, Mr Milosevic will be 
charged in Serbia with—at the very least— 
corruption and electoral fraud. Once he is 
behind bars in Serbia, and Serbs see more on 
television about the atrocities committed in 
their name during the wars of the past de- 
cade, it may become possible to hold an in- 
ternationally sanctioned trial of the ex-pres- 
ident in Serbia. At least in Belgrade, many 
ordinary citizens already seem more willing 
than the political elite to contemplate the 
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dictator's extradition. 

Michael Steiner, the German govern- 
ment's point manon the Balkans, has argued 
that Mr Kostunica should be given maxi- 
mum leeway to consolidate his government, 
and not be rushed into tackling the war- 
crimes issue in the immediate future. But the 
Clinton administration, which is itself di- 
vided over how warmly to embrace Mr Kos- 
tunica, will not be able to skirt round the 
subject of war crimes without facing loud 
protests in Congress and charges that it is 
breaking American law. Since the mid-1990s, 
the United States has insisted more strongly 
than any other country on maintaining an 
“outer wall” of sanctions against Yugoslavia, 
excluding it from the rwr and other multilat- 
eral lending agencies. After the 1995 Dayton 
agreement that brought peace to Bosnia, 
America lifted many sanctions against Ser- 
bia. It insisted, however, on retaining the 
lending ban—until Belgrade changed its be- 
haviour in Kosovo, made a deal with its 
neighbours on dividing the debts and assets 
of communist Yugoslavia, and co-operated 
fully with the war-crimes court. This linkage 
between war crimes and credits is a sensitive 
issue that may come toa head soon, 


Wider ripples 

The fall of Mr Milosevic has been warmly 
welcomed in America and Western Europe, 
many of whose leaders were caught off- 
guard. But Balkan-watchers are also aware 
that the advent of a more-or-less decent 
government in Serbia could change the bal- 
ance of power all over the region, leaving the 
losers thoroughly discontented. The new 
turn of events could also reopen divisions 
over Balkan policy within the European Un- 
ion and the western world as a whole. While 
Mr Milosevic was around, his sheer awful- 
ness often encouraged western govern- 
ments to close ranks. 

In Kosovo, where Mr Milosevic waged 
his last and most ruthless war, ethnic-Alba- 
nian nationalists cannot conceal their dis- 
may over the prospect of Serbia, their his- 
toric adversary, returning to the fold of 
respectable nations. With his lawyer's eye 
for the small print, Mr Kostunica seems cer- 
tain to challenge NATO governments to re- 
spect the decisions of the uw. The Security 
Council’s Resolution 1244, which brought 
the Kosovo war to an end, describes the 
breakaway province as a part of Yugoslavia, 
albeit with “substantial autonomy”. 

At the very least, the new president may 
say, that should mean the 200,000 Serbs and 
others who have fled Kosovo should be al- 
lowed back. That would force Kosovo's pro- 
tectors to admit that they cannot guarantee 
safe conditions for the displaced to return. 
More ominously, Serbia may also ask tosend 
a few soldiers back to Kosovo. 

As long as Serbia was ruled by Mr Milos- 
evic, the outside world could not expect eth- 
nic-Albanian politicians to talk to Belgrade 
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about their province's future—or anything 
else. But now, if President Kostunica invites 
Kosovar leaders to an open-ended discus- 
sion about the future, it will be harder for 
them to justify refusing—although they will 
certainly want to stay away, given that virtu- 
ally all shades of Kosovar opinion now insist 
on full independence and nothing else. 

In fact, many observers believe the eth- 
nic-Albanian leaders in Kosovo may have a 
shock coming to them. They have not real- 
ised how international sympathy for their 
plight has ebbed away over the past year, be- 
cause of revenge attacks on the province's re- 
maining Serbs. Western officials fear that 
hardline Kosovars may now attack Serbs 
even more, both inside the province and in 
the parts of southern Serbia where a low-in- 
tensity war between ethnic Albanians and 
the Serbian police has been simmering for a 
year. And the harder-line parties may now 
do better in the local elections due to be held 
in Kosovo on October 28th. 

The other place where Mr Kostunica’s 
victory has upset the apple-cart is Montene- 
gro, the only part of old Yugoslavia that re- 
mains yoked to Serbia in a ramshackle fed- 
eration. Until a few weeks ago, many 
Montenegrins feared that Mr Milosevic 
might use the Yugoslav army to crack down 
on their drive to attain greater independence 
from Belgrade. Milo Djukanovic, the Monte- 
negrin president, was receiving quiet but in- 
tensive support from the West as he kept at 
bay the risk of a fresh bloodbath. 

By a curious turn of events, Montene- 
gro’s pro-Serbian opposition now holds the 
balance of power in Yugoslavia's parlia- 
ment. This is because last month's Yugoslav 
elections were boycotted by Mr Djuka- 
novic—and about 70% of Montenegrins—in 
protest against various constitutional 
changes that reduced the smaller republic's 
weight in the federation. 

The only Montenegrin representatives 
left in the Yugoslav legislature—and the 
other federal institutions—belong to the 
camp that wants to keep close ties with Ser- 
bia. Until recently, these pro-Serb Montene- 
grins have been loyal allies of Mr Milosevic. 
Only a few days before his downfall did 
some of them switch sides, saying they were 
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equally happy to work with Mr Kostunica. 
The new Yugoslav president has a strong in- 
centive to keep these newly converted 
friends content. 

But in Montenegro itself reaction to the 
change of guard in Belgrade is 
sulky, to say the least. Those Mon- 
tenegrins who support indepen- 
dence unconditionally—per- 
haps one-third of the 
population—are relieved 
that the risk of a crackdown 
by Belgrade has eased, but 
dismayed that Yugoslavia 
now has a leader with a 
good chance of keeping 
the federation intact. 

Most people in Monte- 
negro have family members 
in Serbia, so the middle 
ground is occupied by vot- 
ers who want to keep at 
least a loose association 
with Belgrade but feel the 
terms should be renegoti- 
ated. No such deal was on of- 
fer from Mr Milosevic, who 
exploited, bullied and block- 
aded the smaller republic; but Mr Kostunica 
will be much better placed to win the hearts 
of moderate Montenegrins. 

All this will be galling for Mr Djuka- 
novic, who became one of the heroes of 
western diplomacy after quitting the pro- 
Milosevic camp three years ago and estab- 
lishing closer ties with the West. Until re- 
cently, he offered NATO governments the 
best hope of undermining the old Yugoslav 
leadership from within; now his usefulness 
will be greatly diminished. So too will the 
willingness of western policymakers to 
overlook the web of associations between 
almost all sections of the Montenegrin elite 
and the world of smuggling and crime. 


Welcomes and warnings 

At this week's meeting of £u foreign minis- 
ters in Brussels, the level of enthusiasm for 
embracing Serbia's new masters varied from 
country to country. Italy and Greece were 
keenest on dropping all sanctions; Britain 
was more wary. These differences are not 
new. At an EU meeting last July, 
eight countries spoke in favour of 
relaxing pressure on Serbia and 
seven against. But now arguments 
within the Union over how fast to 
reward Serbia's transition could 
grow louder. 

So far, Serbia's new president 
has been welcomed by the ки with 
warm words and relatively cautious 
actions. The foreign ministers lifted 
a ban on oil exports to Serbia and a 
flight ban which had already been 
suspended, but left most financial 
sanctions in place. These include a 
freeze on assets controlled by senior 
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Hardening views in Kosovo 


members of the old leadership, and a ban on 
visas for about 800 people, many of them 
prominent in Serbia's shady business world, 
who were connected with the old regime. 
Also retained—but likely to be lifted soon— 
was а ban on investment in Serbia. 

The European Commission has been 
urging the Union's 15 members to set aside 
€2.3 billion ($2 billion) to support demo- 
cratic change in Serbia between now and 
2006. For all their enthusiastic talk, the EU's 
leaders have yet to agree to this, or to the 
commission's idea that total aid to the Bal- 
kans for the next five years should be set at 
€5.5 billion. 

Although they are wary of Mr Kostun- 
ica's nationalist credentials, many European 
policymakers are confident that the realities 
of power, and Serbia's need for assistance, 
willensure that the new Yugoslav leader will 
become moreco-operativeover time. But ex- 
President Martti Ahtisaari of Finland, who 
negotiated an end to last year's war in Ko- 
sovo, makes the opposite point. He believes 
that western leaders underestimated Mr 
Kostunica, insisting until a couple of weeks 
ago that he had no hope of winning. 

Mr Kostunica and his supporters feel 
that their own willingness to take risks—not 
half-hearted western encouragement, and 
certainly not NATO's bombs—was the key 
factor in toppling Mr Milosevic. In Mr Ahti- 
saari's opinion, Belgrade's new leaders are 
imbued with a strong sense of moral author- 
ity which western leaders will be forced to 
take into account. The new people will be 
much more reasonable than Mr Milosevic; 
but they will by no means always do what 
the West would like. 





THE ECONOMIST OCTOBER 14TH 2000 


CONNECTING PEOPLI 


|m away but 
the handphone 


is under the 
doormat. 


Nokia's creative application of 3rd Generation technology means that it won't be long before 
your handphone will be much more than just a handphone. With the touch of only a button 
or two, you will be able to open doors and activate many other useful devices. Some people 


call this ‘keyless access’. At Nokia, we call it human technology. 








The fight continues 





Fighting between Israelis 
and Palestinians, which has 
killed some 100 people, all but 
a handful of them Palestin- 
ians, changed from mass prot- 
ests to shooting incidents of 
great ferocity. Battles in Nablus 
and Ramallah were particu- 
larly inflammatory. Israeli 
tanks and helicopters struck 
targets in Ramallah after two 
Israeli soldiers were killed in 
the town by an angry Pal- 
estinian mob. 


An American navy de- 
stroyer with 300 people on 
board was rammed by a rub- 
ber raft full of explosives in a 
port in Yemen. Four sailors 
were killed and several others 
seriously injured in the attack, 
which struck the vessel at the 
water line. The ship was re- 
fuelling on the way from the 
Red Sea to Bahrain. 


The leader of Zimbabwe's 
opposition party, Morgan 
Tsvangirai, was questioned by 
the police for drawing a com- 
parison between Robert Mu- 
gabe and Slobodan Milosevic, 
thus obliquely suggesting the 
violent removal of the presi- 
dent. The government an- 
nounced a pardon for acts of 
political violence committed 
during the election campaign 
earlier this year. 


Ali Khalifa Galad was ap- 
pointed prime minister of 
Somalia by the country’s 
new interim president in the 
latest effort to build a govern- 
ment for the whole country. 


THE ECONOMIST OCTOBER 14TH 2000 





OCTOBER 14TH 2000 


Serbia starts again 


Slobodan Milosevic was 
forced out of Yugoslavia's 
presidency after 13 years in 
power. Yielding to popular 
protest, he handed over to 
Vojislav Kostunica, a mod- 
erate nationalist, who had 
beaten him in the election on 
September 24th. A struggle 
went on between the ex-presi- 
dent's Socialist party and the 
new administration for control 
of the police and other levers 
of power. Parliamentary elec- 
tions were called for Decem- 
ber. The eu lifted some sanc- 
tions against Serbia. 


Poland's president, Alex- 
ander Kwasniewski, à 
communist turned social 
democrat, was re-elected to 
another five years in office, 
winning 54% of the vote. The 
candidate of the right-wing 
Solidarity government, Marian 
Krzaklewski, came third, with 
only 16%. Lech Walesa, a for- 
mer president who led the 
struggle against communism 
in the 1980s, took 1%. 


In Lithuania's general elec- 
tion, the party of a former 
communist leader, Algirdas 
Brazauskas, now a social 


democrat, won the most votes, 


but looked unlikely to be able 
to form a government. 


Russia and four other for- 
mer-Soviet countries—Belarus, 
Kazakhstan, Tajikistan and 
Kirgizstan—said they would 
form a "Eurasian Economic 
Union” similar to the EU. 


In memoirs published this 
week, Boris Yeltsin, Russia's 
former president, said he had 
nearly postponed the presi- 
dential election in 1996, when 
he looked likely to lose. 


The far-right Vlaams Blok re- 
corded its best results ever in 
local elections in the Flemish 
part of Belgium, winning à 

third of the vote in Antwerp, 
the country's second city. 












POLITICS THIS WEEK 


France threatened punitive 
measures against Monaco un- 
less the principality took ef- 
fective measures against 
money-laundering and tax- 
evasion. The authorities in 
Monte Carlo said the French 
attitude was "incongruous". 


Greek workers brought Ath- 
ens to a stop on October 10th, 
with a general strike in protest 
against the government's 
planned labour reforms. 


Another debate 


The second televised debate 
between George W. Bush of 
Texas and Al Gore of Tennes- 
see was held in Winsten- 
Salem, North Carolina. Neither 
candidate delivered a knock- 
out blow, but Mr Bush was 
widely adjudged the winner. 


The Republican vice-presiden- 
tial candidate, Dick Cheney, 
sparked criticism from mem- 
bers of his own party by say- 
ing that homosexuals 
should be free to choose how 
they lived and that gay mar- 
riages were not a concern of 
the federal government. 


The House of Representatives, 
under pressure from American 
farmers, tentatively approved 
limited sales of food and 
medicines to Cuba, the first 
for 40 years. 


British researchers suggested 
that a volcanic eruption in the 
Canary Islands might, one 
day, cause a tidal wave to 
swamp America’s east coast. 


Hundreds of Peruvian farm 
workers marched through 
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Lima at the start of a two-day 
national strike to protest 
against under-investment in 
farming by the government. 


The incoming government of 
Vicente Fox in Mexico pro- 
duced a plan to keep the bud- 
get deficit to 0.5% of срр and 
to bring in some tax reforms. 
At the same time, Carlos Sali- 
nas, a former president, 
blamed his successor, Ernesto 
Zedillo, for causing the col- 
lapse of the peso in 1995. 


Rulers still 


The ruling coalition, the Peo- 
ple’s Alliance. claimed victory 
in Sri Lanka’s parliamentary 
election. Sirimavo Bandara- 
naike, who became the 
world’s first woman prime 
minister in 1960, died on poll- 
ing day, aged 84. 





PN ‚2. L 
The Philippine Senate opened 
an investigation into a report 
that President Joseph Es- 
trada had received $8.7m 
from a gambling racket. Cardi- 
nal Jaime Sin, the Philippines’ 
senior prelate. called on him 
to resign. The vice-president 
did go. 


The Chinese Communist 
Party, increasingly nervous of 
the Falun Gong sect, said it 
was an enemy of the nation 
that sought to overthrow the 
socialist system. 


Jo Муоп Кох, a senior 
North Korean military of- 
ficer, met President Bill Clin- 
ton in the White House. Ma- 
deleine Albrigat plans to visit 





| Pyongyang. 
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Ups and downs 








Wall Street marked its decade- 
long bull market with a severe 
slump in share prices. The 
Dow Jones Industrial Av- 
erage is 9% down for the year 
but up 340% since October 
1990. High-tech shares suf- 
fered most, The Nasdaq 
Composite has fallen by 37% 
since its March peak—and 25% 
since the start of September 
alone. European tech shares 
followed America's lead. 



















| Lucent loses 


Lucent, the world's biggest 
telecoms-equipment maker, 

| gave a warning that third- 
quarter profits would be well 
short of analysts’ forecasts. Lu- 
|. cent's share price reeled, fall- 
ing by more than 32%. The 
shares of its. big rivals, Cisco 
Systems and Nortel, also 

| dipped at the beginning of the 
| week. | 


| Motorola, an American mo- 
bile-phone maker, forecast 
that the world market for 
handsets would slow down 
1. this year and next and said 
that profits over the same per- 
iod would also be hit. Its 
‘shares fell by 18% in one day. 
Shares in other mobile-phone 
makers, such as Nokia, Erics- 
son and Alcatel, also fell 

| sharply. 













There was little respite for 
Yahoo! when the Internet 
ропа third-quarter profits 
merely matched expectations. 
"A downturn in online ad- 
` | vertising sent its shares spin- 
ning. 
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EM.TV, a German television 
company, suffered a setback. 
Accounting errors at its Amer- 


| ican Jim Henson unit and 


over its 50% stake in Formula 
One motor racing led to a re- 
statement of revenues; its 
shares plunged by 28%. 


| Boxman, an online pan- 
| European cp seller, is seeking 


voluntary liquidation. Boxman 
is the latest victim of a dearth 
of funding for business-to- 
consumer Internet projects. In- 
vestors no longer consider 
heavy losses. a sign of success. 
The company remained hope- 
ful that a buyer would emerge 
at the last gasp. 


The European Commission 


-gave the go-ahead for Amer- 


ica Online’s purchase of 
Time Warner, but with con- 
ditions. AOL must cut links 
with Bertelsmann, a Ger- 
man media conglomerate, to 
stop the duo dominating on- 
line music delivery in Europe. 


France Telecom became the 
latest telecoms giant to be 
considering an €u billion ($9.6 
billion) acquisition of 
Equant, a Dutch firm that 
provides data-transmission 
services to corporate clients. 


Enel, Italy’s state power com- 
pany, is to buy Infostrada, 
the country’s second-largest 
telecoms firm from Britain’s 
Vodafone for €n billion ($9.6 
billion). Infostrada will be 


merged into Wind, a mobile 


joint venture between Enel 
and France Telecom, giving it 
um customers. That is far 
short of Telecom Italia’s 68m 
but will at least provide some 
competition for the state- 


owned giant. 


| British Telecom's depressed 


share price was boosted when 
its finance director resigned. 
But investors are still waiting 
for a strategy review, which 
may include asset sales and a 
spin-off of BT's mobile-tele- 
phone operations. 
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Siemens, а German electron- 
ics firm, is to spend €1 billion 


| ($870m) to transform itself into 


an e-business by adopting a 
company-wide electronic net- 
work. to share knowledge and 
pool procurement. 


Tooth's company 





SmithKline Beecham plans 
to buy America's Block Drug 
for $12 billion to become the 
world's second-biggest tooth- 
paste maker. This may com- 
plicate antitrust negotiations 
over its merger with Glaxo 
Wellcome. SmithKline de- 
nied that the move was de- 
signed to boost a Glaxo- 
SmithKline consumer-goods 
operation prior to a sell-off. 


Arthur Andersen, a big ac- 
counting firm, vowed to keep 
its consulting arm, despite the 
efforts of American regulators 
to separate consulting from 
auditing. A second “Big Five” 
firm, Deloitte Touche Toh- 
matsu, also said it would 
keep its consultants, but the 
other three (kPMG, Pricewater- 
houseCoopers and Ernst & 
Young), acting perhaps on the 
advice of their own consul- 
tants, are getting out of the 
business. 


Daewoo opened merger talks 
with General Motors and 
Fiat, a month after Ford 
backed out of a $7 billion plan 
to buy the South Korean car 
maker. GM has pursued an al- 
liance with Daewoo since 
1998, but Daewoo put itself up 
for auction last December in- 
stead. The flirtation does not 
seem to nas boosted Dae- 








| 
woo' value; см апа Fiat are — | 
likely to get it. for less than | 
half Ford's offer. 


UBS, the biggest Swiss bank, 
is to change its management, 
with Marcel Ospel becoming 
the new executive chairman. It 
is also appointing three non- — | 
Swiss board members, a rarity 
in the Alpine state. 


Rio Tinto bowed out of the 
battle for Australia’s Ashton | 
Mining after De Beers of- | 
fered A$745m ($398m). The 
deal will give De Beers a 40% 
stake in the Argyle diamond 
mine, the world's largest. Ash- 
ton and Rio Tinto, which | 
owns the remaining 60% of | 
Argyle, had pulled the mine 

out of De Beers's Central Sell- 
ing Organisation in 1996. 





OMinous 











OM, a Swedish stockmarket | 
operator making a hostile bid | 
for the London Stock Ex- 
change, suffered a decline іп | 
its share price after reporting | 
lower-than-expected profits | 
for the year to September. Its | 
share and cash offer for the 
LsE is now worth only a little | 
over: £700m ($10 billion). The | 
tse said that it would create a | 
rival to the Neuer Markt, | 
Deutsche Borse’s small-cap | 
market, as part of its own | 
| 
| 
| 
Н 
i 





pan-European strategy. 


Fortis, a Dutch-Belgian fi- 
nance group, announced that 
it would acquire ASR, a 
Dutch insurer, for €4. billion 
($3.6 billion) making it one of 
the leading insurers in the 
Benelux region. 
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Pakistan's useless dictator 


LAHORE 


One year after the coup that brought him to power in Pakistan, General 
Pervez Musharraf faces mounting criticism at home and abroad 


6 HE perception is that we have not 
performed well,that theeconomy has 
not stabilised or recovered from recession, 
that people's welfare has not improved, that 
Pakistan is isolated internationally, that 
there is a flight of capital and an exodus of 
entrepreneurs from the country." Thus Gen- 
eral Pervez Musharraf, Pakistan's latest dic- 
tator,summarised what his many critics feel 
about his first year in office, before denounc- 
ing such views as "malicious propaganda 
spread by external foes and internal vested 
interests". If only it were so simple. 

For almost half of the 53 years since inde- 
pendence, Pakistan has been ruled by the 
army. It seized power for the fourth time on 
October 12th 1999, after General Musharraf 
and a couple of top lieutenants had been 
sacked by the elected prime minister, Nawaz 
Sharif. Mr Sharif, his two brothers and a son 
are in prison, and the general's record since 
then has been decidedly mixed. 

In his defence this week, General Mush- 
arraf rattled off impressive statistics at 
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machinegun speed—privatisation would 
yield $4 billion, tax revenues and exports 
were bang on target, 4,000 sick industries 
were about to be revived, action plans for the 
spread of information technology were 
steaming ahead. Meanwhile, the opposition 
declared October 12th a “black day". About 
100 of its members were arrested to forestall 
protests. The cover of the latest issue of 
Newsline magazine is headlined “General 
Discontent”. 

It is true that, on some measures, the 
economy is looking a bit perkier than it did 
under Mr Sharif. Growth seems to be picking 
up, and could top 5% in the current fiscal 
year, though this is mostly due to a bumper 
cotton crop and a consequent boost to the 
textile industry, which accounts for 60% of 
Pakistan's export earnings. The rice and 
wheat crops have also been excellent. Indus- 
trial output growth is down, though. 

In other ways, Pakistan's economic woes 
have not shown much improvement. Pak- 
istan has failed to persuade the imr to hand 


over any fresh money since April, and is un- 
likely to do so until the $ovemment comes 
up with a system for casting the tax net more 
widely. At the moment, barely 1% of the 
country's population of 150m pay any tax at 
all. When the government tried to impose a 
15% across-the-board sales tax, strikes by 
shopkeepers forced it to back down and 
amend much of the scheme. This same pat- 
tem of unwillingness to risk confrontation, 
perhaps surprising in a military regime, has 
produced a series of concessions to Islamic 
groups, including a recent climbdown on an 
attempt to repeal a blasphemy law. 

But without the badge of approval con- 
ferred by a new mF loan, Pakistan will be 
unable to persuade its creditors to resched- 
ule its remaining debt, or to renew the exist- 
ing moratorium on most of it, which is due to 
expire at the end of the year. If that happens, 
Pakistan could face repayments of $4.5 bil- 
lion in 2001. Its available foreign-exchange 
reserves are only about $600m. 

Probably no more urgent task was ex- 
pected from the general than a crackdown 
on corruption. Here again the record is 
mixed. The National Accountability Bureau 
has extended its remit and taken on another 
100-0dd cases, securing about 40 convic- 
tions. But it has fought shy of tackling either 
the army or the judiciary, despite serious 
allegations of bribe-taking. One case before 
the bureau involves a former naval chief, but 
this was launched by Mr Sharif, and the man 
in question is, in any event, safely ensconced 
in America. 

Besides, the bureau is itself of dubious 
standing: equipped with awesome powers, 
it has come under fire from human-rights 
organisations. So, however, has the govern- 
ment more widely. Human Rights Watch, 
based in New York, this week produced a 
highly critical report to mark General Mush- 
arraf’s anniversary, which concluded thatin 
most respects humans rights have deterio- 
rated in the past year. “Political opponents 
and suspected wrongdoers have been sub- 
jected to prolonged detention without 
charge, custodial ill-treatment, and even tor- 
ture,” it said, noting that “the administration 
has also greatly augmented executive pow- 
ers, curtailed the independence of the judi- 
ciary, and neutralised political parties." 

Most Pakistanis believe the general is 
sincere in wanting to right Pakistan. “What is 
doubtful is the validity of his black-and- 
white recipes for the complex job at hand,” 
says one of his own cabinet ministers. In- 
deed, many federal and provincial ministers 
claim that they have no say in the strategic 
decisions of the government. These are in- 
stead taken by a small coterie of extremely 
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hawkish army generals, who belong to or 
have served in the shadowy Inter-Service 
Intelligence (11), the outfit that most analysts 
believe really runs Pakistan. 

General Musharraf's chief of staff is 


General Ghulam Ahmed, who did a senior 


stint in the ısı last year. A former head of the 
151 was pulled out of retirement and made 
General Musharraf's defence secretary, 
while another former head of the 151 serves 
as communications minister. “This is the 
first time in Pakistani history that the 151 has 
taken over army headquarters and is run- 
ning the government and country directly," 
saysa former service chief. 

Even some of the army’s own think it has 


no place in politics. General Aslan Beg, chief 


of staff under Zia ul Haq, Pakistan's last mili- 
tary leader, this week denounced the gener- 
als. “The nation has to be prepared to make 
difficult decisions, and it is not the military 
government which can prepare the nation. It 
is a civilian government,” he said. More and 
more Pakistanis are inclined to agree. 

d 2 = 





Sri Lanka 


A double-barrelled verdict 


This week’s election will probably encourage President Kumaratunga to press 
ahead with devolution, while still fighting the Tamil separatists 


LECTION day, October 10th, was a 

gloomy one in Sri Lanka. Sirimavo Ban- 
daranaike, who in the 1960s became the 
world's first woman to be elected prime 
minister, died of a heart attack after voting, 
presumably for the party led by her daugh- 
ter, the president. Perhaps half-a-dozen 
people died more violently, bringing the 
death toll for the parliamentary campaign to 
more than 70. Rival monitoring groups dis- 
agreed about the extent of the vote-rigging, 
intimidation and other malpractices, but 
agreed that they were widespread and 
mostly the fault of the ruling People's Alli- 
ance. In some places, its candidates appar- 
ently went after rivals in the same party. The 
election commissioner delayed announcing 





No flags for Papua 


JAKARTA 


HE next two months 

could be nasty ones in 
Irian Jaya, the troubled and 
misused province at the 
eastern edge of Indonesia. 
Pro-independence suppor- 
ters in the province—which 
the separatists call West Pa- 
pua—are determined to as- 


of the armed forces, backed 

by many politicians in the capital Jakarta, 
are equally determined to stop them. The 
test of wills turned ugly on October 6th 
and 7th, when clashes in the central hill 
town of Wamena left at least 30 people 
dead. As Papuans prepare to celebrate a 
four-decades-old declaration of inde- 
pendence on December ist, such violence 
could spin out of control. 

The latest outbreak started when a 
group of secessionists tried to raise the 
“Morning Star” flag of West Papua, a pop- 
ular act of defiance in the province. Ap- 
parently acting on orders from Jakarta, 
which this summer refused to allow the 
province to be renamed West Papua, the 
police forcibly took down the flag, shoot- 
ing two people dead in the process. The 
next day, a large group of Papuans retali- 
ated, attacking police and troops and pur- 
suing them into a village of non-Papuan 
settlers. At least 28 more people were 
killed, many of them bystanders from the 
village. By mid-week, several thousand 
refugees had fled the area. 





sert their identity. Elements | Morning glory with little of the wealth re- 


4 


The people of Irian Jaya 
have much to complain 
about. For decades all the 
important decisions in the 
province have been taken 
in distant Jakarta. Lucrative 
mining, logging and energy 
contracts have been 
granted over their heads, 


invested for their benefit 
and with many of the gains being siph- 
oned off by the armed forces. Under Presi- 
dent Suharto, those armed forces brutally 
suppressed a separatist campaign by local 
rebels. And adding to other injuries, the 
Papuans have endured racist treatment 
by the country’s Javanese majority. 

As in Aceh, where another strong in- 
dependence movement is simmering, the 
government of Abdurrahman Wahid 
hopes to win over most of the separatists 
through better treatment. For all their dis- 
trust of the central government, several 
Papuan leaders believe that Mr Wahid's 
concern for them is genuine. But his own 
authority is limited. He cannot control his 
troops, and showed little muscle during a 
military shuffle this week. His political 
opponents—including especially his own 
vice-president, Megawati Sukarnoputri— 
are growing bolder, and are against taking 
a soft approach. “We cannot compromise 
on such movements,” said Akbar Tand- 
jung, the speaker of parliamentand leader 
of the pro-army party there. 











final results while he consulted the parties 
about the fraud allegations. 

The result looks unlikely to advance a 
settlement of Sri Lanka’s 17-year war against 
the Liberation Tigers of Tamil Eelam, who 
wanta separate state in the north-east for the 
Tamil minority. The People’s Alliance of 
President Chandrika Kumaratunga, whose 
job was not at stake, remains the largest 
grouping, though its share of the 225-seat 
parliament has apparently shrunk slightly. It 
seems to be in a position to cobble together a 
working majority similar to—though weaker 
than—the one it had in the last parliament. 
The Eelam People’s Democratic Party, a 
moderate Tamil group that backed the gov- 
ernment but was not part of it in the last par- 
liament, has apparently won just enough 
seats to give the People’s Alliance a bare ma- 
jority. A once-friendly Muslim party, which 
has charged the People’s Alliance with elec- 
toral fraud, might be persuaded to return to 
the fold. 

Mrs Kumaratunga is thus likely to perse- 
vere with her double-barrelled strategy for 
dealing with the civil war: wooing moderate 
Tamils by devolving powers to the regions 
while trying todefeat the Tigers on the battle- 
field. Right-wing nationalist parties, which 
regarded the devolution plan as an affront to 
the Sinhalese majority, were trounced in the 
election. The result was a “clear Sinhalese 
mandate for the dual-track policy,” says 
Dayan Jayatilleka, a political analyst. 

The main opposition party, the United 
National Party (имр), still harbours hopes of 
fashioning a government from parliament's 
fractious arithmetic. It favours negotiations 
with the extremist Tigers. Some of the Tamil 
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parties it would depend on are partially un- 
der the Tigers’ sway. But the chances of a 
peacenik government led by the unr look 
slim. The jvr, a Marxist party that has 
emerged as the third-largest parliamentary 
force, has horrid memories of earlier UNP 
governments, which repressed it brutally 
during the 1980s, when it was a violent left- 
wing insurgency of Sinhalese youth. 

Some commentators think the hum- 
bling of both main parties will have a salu- 
tary effect. Devolution could become easier. 
Faced with five years in opposition, the UNP 
might assent to a modified version of the 
constitutional package that it rejected before 
the election. Since the package requires a 
two-thirds majority, Mrs Kumaratunga 
needs the uNr's votes. As president, she has 
powers of patronage to tempt all but the 
most steadfastly hostile Mrs. 

But her shaky majority, if she manages to 
put one together, could boost the influence 
of Tamil parties sympathetic to the Tigers. 
They could press the president to make her 
devolution offer more generous to Tamils 
and tolook harder for opportunities tonego- 
tiate with the Tigers. On the other hand, the 
newly-important Јур is an implacable foe of 
devolution, and resists even the unamended 
package, let alone one designed to bring the 
Tamil parties on board. 

Sri Lanka’s voters have thus produced a 
parliamentary muddle that allows for 
plenty of deal-making among the parties. 
Their leaders are gathering for Mrs Bandara- 
naike’s funeral, set for October 14th. Mourn- 
ing may take a back seat to manoeuvring. 

„п 





Central Asia 


Islamic nerves 


ALMATY 


HE fear of an invasion by Islamic mili- 

tants has seized several countries in Cen- 
tral Asia. It was triggered in August, when 
about 100 armed men crossed into southern 
Kirgizstan from Tajikistan and clashed with 
Kirgiz soldiers. Another group moved into 
Uzbekistan. The guards and the invaders 
were reported to have suffered heavy casu- 
alties. Since then, borders have been 
strengthened. Anyone suspected of being a 
foreigner almost anywhere in Central Asia, 
and without a passport containing a valid 
visa,is viewed asa potential Islamic militant. 
Two weeks ago in Almaty, in Kazakhstan, 
police shot dead four men who, it was 
claimed, had murdered two policemen 
wanting to check their documents. 

The frightened governments take some 
comfort from the fact that the winter snows 
havenow blocked the high mountain passes 
from Tajikistan. But, come the spring, the 
militants are expected to try to move in 
again, probably in larger numbers. They are 
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said to belong to a group called the Islamic 
Movement of Uzbekistan. It aims to over- 
throw the Uzbek government and set up an 
Islamic state in the Fergana Valley, almost all 
of which is in Uzbekistan. 

Although the militants' base is in Tajiki- 
stan, they are a mixed bunch ethnically, 
linked chiefly by a belief in Islamic funda- 
mentalism. The men shot dead in Almaty 
were Uighurs, members of a separatist group 
in western China. The movement has noth- 
ing to do with Tajikistan s government, 
which is doing what it can to bring order to 
thecountry after years of civil war. 

The presidents of five former Soviet 
states—Kazakhstan, Kirgizstan, Tajikistan, 
Armenia and Belarus—together with Russia, 
met in Bishkek, the capital of Kirgizstan, this 
week to discuss closer military and political 
integration. Although they signed a regional 
security plan designed to cover the next five 
years, some may have wondered, as do other 
Central Asians, whether the Russians may 
not be exaggerating the dangers of Islamic 
insurgency in order to regain lost influence 
in the region. Russia has long stationed 
troops in Tajikistan, ostensibly to protect it 
from the Taliban, who now control almost 
all of Afghanistan. 

Islamism is undoubtedly a potential 
threat, and the presidents agreed that Cen- 
tral Asia would not be at ease until peace 
came to Afghanistan. The Taliban are rou- 
tinely blamed for allowing the training of Is- 
lamic militants there. The militants them- 
selves are said to be in league with drug 
traffickers, who ship from Afghanistan, the 
world's largest opium producer, to Europe. 

Uzbekistan's president, Islam Karimov, 
who did not take part in the Bishkek meet- 
ing, appears to be seeking a different solution 
to the problem of Afghanistan: he is now try- 
ing to establish friendly relations with the 
Taliban. His representatives have had unof- 
ficial meetings with the group. At present the 
Taliban are recognised as the government of 
Afghanistan by only three countries, Pak- 
istan, Saudi Arabia and the United Arab 
Emirates. France was recently reported to be 
taking soundings, with a view to possible in- 
vestment in Afghanistan. The Uzbeks seek 
security, an even more compelling incentive. 
LUE Т 





North Korea and America 


Not yet at ease 


N SQUARING up to the leader of the 
world's most powerful country, it helps to 
draw yourself up to your full military height. 
Yet when North Korea’s Jo Myong Rok 
turned up at the White House for a 45- 
minute chat with Bill Clinton on October 


1oth, looking stern and in his vice-marshals — | 
full military regalia, American officials were E 


delighted. America's problems with North — 





Korea are chiefly military in nature: its past — — 


record as a sponsor of terrorism, its missile _ 
sales to dangerous parts of the world, and its 
nuclear ambitions. Since Mr Jo is second-in- 


command to North Korea’s leader, Kim Jong _ 


Il, on the country's National Defence Com- 
mission, this was America's chance to hear 
the next best thing to his master's voice on 
these pressing problems. 

Although Wendy Sherman, America's 
chief co-ordinator of North Korean policy, 
said the conversation was "warm", it pro- 
duced no breakthroughs. Mr Jo later said 


North Korea was ready for better relations, а 





“if and when" it won security assurances — — 


from America. North Korea and America is- 
sued a joint statement that opposed terro- 
rism and bound the two countries to “re- 


solve outstanding issues”: code, America - 


hopes, for the North's readiness eventually — 


toexpel members of the Japanese Red Army 
Faction, wanted for past terrorist acts. Amer- 
ica's secretary of state, Madeleine Albright, 
announced she is to visit Pyongyang, and di- 
plomatic liaison offices may then be ex- 
changed. 

American officials were also keen to clar- 
ify what Mr Kim meant earlier this year 
when he “joked” to the visiting Russian pres- 
ident, Vladimir Putin, that he might give up 
his missile programme and its sales to coun- 
tries like Pakistan, Iran and Libya, if others 
helped North Korea to launch satellites. Mr 
Clinton wanted to impress on Mr Jo that 
there must be no more missile tests, like the - 
one that sent a far-flying rocket over Japan 
two years ago. Meanwhile, American offi- 
cials have been exploring with the Russians 


and others whether a deal might be done to — 


head off further missile sales. 

Such deals have been done before. In 
1994, when North Korea was found by in- 
spectors from the International Atomic En- 
ergy Agency (IAEA) to have produced illicit 
plutonium, a showdown was averted by a 
deal that froze the North's plutonium pro- 
duction in return for two western-designed 
nuclear reactors and interim annual delive- 
ries of 500,000 tonnes of heavy fueloil. 

The reactor project is now several years 
behind schedule, and may fall further be- 
hind, unless the 1АЕА can persuade North 
Korea in talks next month to allow inspec- 
tors back soon to check its past plutonium 
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production. Such checks will take a mini- 
mum of three years, but must be made be- 
fore the nuclear components of the new re- 
actors can be delivered. Meanwhile, the 
Korean Peninsula Energy Development 
Organisation, which supervises the project, 
is more than $20m short on the outstanding 
fuel deliveries due before the end of this 
month. Costs have almost doubled over the 
past year, thanks to the rise in world oil 
prices. The winter may prove chilly. 
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Running dry 


BEUING 


OST years at the end of summer, 

China looks back on a season of disas- 
trous flooding. The dead are counted, the 
damage is tallied, and promises are made to 
ensure that future floods will not be so bad. 
Some 650 people drowned this year, but it 
was not the floods that caused the real con- 
cer in officialdom. A far greater worry was 
the drought, which in some areas this year 
has been China's worst in decades. 

In the prosperous southern province of 
Guangdong, 74 reservoirs have dried up, and 
rivers are reduced to trickles. In the north- 
eastern city of Dalian, water has become so 
scarce that it is being rationed for domestic 
users, and hundreds of bath-houses have 
been closed. In Shandong province, villagers 
who had become used to drawing water 
from a leaky reservoir rioted when work- 
men started to repair the leaks. And all across 
China the lack of water has led to parched 
crops or none at all. 

Blaming drought, China predicts a 10% 
decline in this year's grain yield. As the 
population grows, the water problem will 
probably get worse. The country's Academy 
of Engineering predicts that, by 2030, the 
amount of water available per person will 
have declined from the current 2,200 cubic 
metres (580,000 American gallons) a year to 
1,760 cubic metres. By that time, the academy 
says, China's population will be about 1.6 
billion, and its water needs will be close to 
thelimits of what is available. 

Nature, though, is not entirely to blame 
for the dearth of water. Vaclav Smil, of the 
University of Manitoba, catalogues a sad list 
of past “Maoist stupidities", These include 
establishing thirsty industries in dry north- 
em cities such as Beijing; badly planned 
dams; poorly managed rivers; unworkable 
water-pricing schemes; and attempts to 
grow unsuitable crops, requiring irrigation, 
in the driest parts of the country. 

Some of these mistakes are still being 
made. The city of Cangzhou, in Hebei prov- 
ince, decided a few years ago that its path to 
prosperity lay in making itself a centre of the 
chemical industry. But planners failed to 
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Estrada's fights, camera, action 


MANILA 


OSEPH ESTRADA, once a film actor, 

used to say that as president of the Phil- 

ippines he would give the greatest per- 
formance of his life. But real life is stub- 
bornly refusing to follow his script. 
Opposition congressmen said this week 
that they would begin impeachment pro- 
ceedings against him, after a local politi- 
cian accused the president of taking over 
$8m from illegal lotteries. That is ludi- 
crous, says his spokesman. But the efforts 
to oust him come just as his military ad- 
ventures against armed Muslim groups 
appear to be unravelling. 

A four-week operation in the far 
south-west of the country, against ban- 
dits of the Abu Sayyaf Muslim separatist 
movement, has not gone to plan. Roughly 
4,000 troops and police, supported by ar- 
tillery, armoured cars, aircraft and heli- 
copter gunships, have so far failed to 
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The president picks his shooters 





crush the bandits. Although 14 of 19 hos- 
tages are free, two of them escaped inde- 
pendently and 12 deny they had been 
held hostage in the first place. And though 
the army boasts of killing or capturing 
some 200 bandits, it appears to have 
nabbed none of the ringleaders. 

Fora whileatleast, the hostage drama, 
which began six months ago, suited Mr 
Estrada. It helped distract attention from 
allegations of ineptitude and corruption. 
Earlier, opponents had raised a clamour 
of demands that he should resign. But Mr 
Estrada's movie tough-guy role, fighting 
bandits in the south, helped bolster his 
popularity and hush the critics. 

The bribery claim may shift attention 
back to Mr Estrada's performance as pres- 
ident. The head of the Roman Catholic 
church in the Philippines, Cardinal Jaime 
Sin, along with 75 senior priests, says the 
president should now go. His 
own vice-president, Gloria 
Macapagal Arroyo, appears 
to agree. She resigned from 
his cabinet in frustration on 
October 12th. But the threat 
to Mr Estrada depends on his 
accuser, Luis Singson, a pro- 
vincial governor, giving evi- 
dence of wrongdoing. On 
October nth Mr Singson told 
theSenate that he had passed 
on money to the president 
from the gambling operators. 
But any would-be impeach- 
ers must yetovercome a huge 
government majority in the 
House of Representatives. Mr 
Estrada has a few more 
scenes to play. 








consider the limits of the city's water supply 
and Cangzhou now faces one of the most se- 
vere water shortages in northern China. 

One way to control water usage would 
be a rational pricing policy. In Beijing, water 
rates for home use start at just one yuan 
(about 12 cents) per cubic metre, far below 
cost, with heavy users paying a bit more. Ma 
Jun, the author of a new book, “China’s Wa- 
ter Crisis”, says the government fears that 
dramatic rises might cause social instability. 
But Mr Ma believes most people could af- 
ford water ata realistic price, and they would 
use it more efficiently. He suggests that farm- 
ers trying to grow thirsty grain in dry north- 
ern and western parts of China should be 
persuaded to change their crops. In Ningxia, 
Gansu and Inner Mongolia, for example, 
they are drawing far more than their fair 
share of the Yellow River's water. 


The prime minister, Zhu Rongji, sup- 
ports a new scheme to get farmers near the 
upper reaches of the river to grow timber in- 
stead of grain. For the first five years, while 
the trees get going, the farmers are being 
compensated with cash and a supply of 
grain. But local governments oppose the 
plan, because they have to pay some of the 
compensation. 

Of the many other water-saving mea- 
sures China might take, all require money. 
Heavy pollution cuts into the usable water 
supply, but treatment equipment is expen- 
sive. Similarly, traditional irrigation methods 
can be made more efficient, but the best 
equipment needs to be imported. Even so, 
were China to allocate to the problem just a 
tenth of its trade surplus with America, 
many of its water problems could be solved. 
a 
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UNITED STATES 


Round two to Bush—but only 


on points 


WINSTON-SALEM 


Despite a second inconclusive debate in North Carolina, the presidential race 
is getting sharper—and ever more intriguing 


RESIDENTIAL debates 

are supposed to be 
clarifying exercises, occa- 
sions when voters get to 
hear the candidates in their 
own words, and decide ac- 
cordingly. Presidents Ford and Carter both 
faltered after the debates. Ronald Reagan 
surged ahead. That seems not to have hap- 
pened this time. The first two debates in Bos- 
ton and Winston-Salem have been confus- 
ing, not clarifying. It is no surprise that the 
attack ads—intended to cloud issues and 


ТИШИП? 
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alienate voters—have started in earnest. 

In Winston-Salem both candidates 
seemed to be fighting not so much against 
each other as against negative stereotypes of 
themselves. In the opening exchanges, 
George W. Bush did an extremely good job of 
vanquishing his foe—the idea that he knows 
nothing. He matched Al Gore on questions 
of foreign policy, though then did less well 
on defending his record in Texas. Mr Gore 
fought valiantly against the idea that he is 
obnoxious, but his politeness meant aban- 
doning his populist campaigning (the peo- 
ple versus the powerful hardly got a look in). 

Meanwhile, the opinion polls—those 
barometers of electoral pressure—are spin- 
ning round the dial. On October 4th, the day 
after the first debate, Gallup showed Mr 
Gore ahead by eight points. Three days later, 
Mr Bush was up by seven. Even the Bush 
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campaign does not believe there had been a 
15-point shift in three days. It was even odder 
because most people thought Mr Gore nar- 
rowly won the debate—a worrying sign for 
Mr Bush who seemed to have just won the 
second one. 

Yet behind the confusion, a pattern is 
starting to emerge. Regardless of who the 
polls put ahead, there has been a consistent 
movement towards Mr Bush of about five 
percentage points in the past two weeks. 
Where he was behind by five points, he is 
now level; where behind by two, is ahead by 
three. Even in California, he has narrowed 
thegap from nearly 15 points to as low as six. 

This is not a routine case of the leader 
switching places. This is the first time since 
1988 that Republicans have been really com- 
petitive at this stage of the race. The last time 
that an incumbent fell behind in the sum- 
mer, caught up at the time of the debates, 
and then fell back again in the last few weeks 
was in 1980, when Jimmy Carter lost. In ret- 
rospect, Mr Reagan's mantra— "there you go 
again"— was crucial. 

No such decisive moment has occurred 
in either of the first two debates. More than 
that, there has been no big change in thecan- 
didates’ strategies, nor any dramatic change 
in the external environment that would ex- 
plain Mr Bush’s surge. So what is it? 

The answer comes in two parts. The first 
is that during the Boston debate, Mr Gore 
managed to make himself look like a liar, or 
“a serial exaggerator", to use the Bush cam- 
paign's phrase. That was the theme of first 
post-debate debate and affected the second 
meeting, when Mr Gore, overcompensating, 
pulled his punches. 

Itistrue that mostof Mr Gore's exaggera- 
tions were minor. Whether he went to the 
site of a Texas disaster along with the head of 
the federal emergency agency (as he said) 
hardly seems like a matter of national im- 
portance. But the exaggerations link him to 
the scandals of the Clinton administration. 
At the Democratic convention, Mr Gore 
managed to allay doubts about his probity 
by distancing himself from Bill Clinton and 
by choosing Joe Lieberman as his running 
mate. The past two weeks suggest the dis- 


tance he then put between himself and his 
boss may itself have been exaggerated. 

A new poll by the Pew Research Centre 
shows that voters do not rate Mr Bush nota- 
bly more highly on things like “trust” and 
“truthfulness”. So this alone can hardly be 
decisive. But the debates have also enabled 
Mr Bush to lessen Mr Gore's other achieve- 
ment at his convention:the tying of his can- 
didacy to the prosperity and peace of the 
past eight years. 

This second explanation for the Bush 
surge is most notable in foreign policy. Half 
thesecond debate was given over to a discus- 
sion of things like the violence in the Middle 
East and the overthrow of Slobodan Milos- 
evic. For the first time, Mr Bush showed him- 
self to be in command of such issues (the fo- 
cus groups said they thought he looked 
presidential). He also managed to present a 
contrast between his own idea of America 
"humble and proud" and Mr Gore's more 
interventionist, but also potentially more di- 
visive, policy of engagement. 





Admittedly, Mr Busn's gains are harder 
to discem in economic matters. He has 
plugged away at the idea that Mr Gore 
“trusts government, [while] I trust the peo- 
ple" with a little success. But this attack on 
Democrats’ preference for big government 
has not worked before. And despite the jit- 
ters on Nasdaq, public satisfaction with the 
economy has not flickered. 

In short, for all his success, Mr Bush has 
not been yet able to trump Mr Gore's stron- 
gest card, which should give the vice-presi- 
dent hopes of reviving. But the challengers 
ability to bounce back from the doldrums of 
early September has nevertheless been re- 
markable. Barring a knock-out blow in the St 
Louis debate next week, the contest will 
probably remain too close to call right up to 
November 7th. 
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Congressional races 


Down to the wire in Kentucky 


LOUISVILLE 


The first of three articles on the battle for the control of Congress looks at three 


close races in Kentucky 


POLITICS and horse-rac- 
ing go hand in hand in Lex- 
ington, Kentucky, the self- 
proclaimed “horse-racing 
capital of the world”. Sleek 
thoroughbreds crop Ken- 
tucky’s famous Blue Grass. George W. Bush is 
a frequent visitor to the manicured Lane’s 
End stud farm. And a light aircraft circles 
over the crowds at the autumn meeting of 
the Keeneland racetrack, trailing a banner: 
“Help is on the way. Vote Bush-Cheney”. 

Down the road, Ernie Fletcher, Lexing- 
ton’s Republican congressman, needs help. 
"It'll be a photo finish,” he says. His Demo- 
cratic challenger, Scott Baesler,is well known 
and well financed. Mr Fletcher had better 
hope the Keeneland's Queen Elizabeth п 
Challenge Cup is no augury: the challenger, 
Collect the Cash, thundered past the 
odds-on favourite in the final straight. 

Kentucky has not voted for a losing 
presidential candidate since 1960. It is a 
swing state because it lies where the South 
meets the mid-west, where Kentucky fried 
chicken and Bourbon country hit the indus- 
trial cities of the Ohio river. If you take Amer- 
ica east of the Rockies, and adjust for popu- 
lation, Kentucky lies in the very centre—one 
reason why United Parcel Services has its 
headquarters in Louisville. 

This year, Kentucky contains three con- 
gressional races where the national parties 
are getting involved—more than any state 
except California, where there are four close 
races, but in nine times as many districts. All 
three Kentucky seats are held by Republi- 
cans, The Lexington seat is one of the top 
three target seats in the country for union 
money; Louisville ranks the same with the 
National Association for the Advancement 
of Coloured People. 
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Mitch McConnell, Kentucky's senior 
senator, calls the three districts “war zones”. 
Given that 90% of incumbents get re-elected, 
it is extraordinary to find so much compe- 
tition in so small an area. The Democrats are 
unlikely to wrest back control of the House if 
they do not win at least one, and possibly 
two, Kentucky seats, So how are they doing? 

To judge by the performance of Al Gore, 
terribly. Mr Clinton carried Kentucky twice. 
Now Mr Gore is ten points down, according 
to the most recent poll by the Louisville 
Courier-Journal. He has largely stopped ad- 
vertising in the state, which has just eight 
electoral college votes, and has visited Ken- 
tucky only twice, compared with ten times 
for Mr Bush. Mr Gore's problem is a familiar 
one. As Mr McConnell puts it: “Policies that 
may make sense nationally can hurt you lo- 
cally.” Kentucky is America’s third-largest 
producer of tobacco, coal and cars— and Mr 
Gore's views haunt him on all three counts. 

Tobacco farmers regard the vice-presi- 
dent as a traitor. He himself farmed the 
weed, but he has since become the point 
man for tobacco in an administration that 
has hounded the industry. That may be fine 
in California. But in Kentucky tobacco 
hobby farms pay for the new pick-up or a 
child's education, and a quarter of tobacco 
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farmers have gone bust in eight years. One 
says that "any tobacco farmer that goes out 
to vote for Al Gore would come back home 
and bite his own dog." 

With both coal and cars, Mr Gore's envi- 
ronmentalism is the problem. Kentucky pro- 
duces sulphurous brown coal. It is also home 
to a huge Toyota factory and thousands of 
supply firms making windscreen wipers 
and headlights. Everywhere you go, people 
quote Mr Gore's comments about replacing 
the internal combustion engine. Kentucky's 
sole Democratic congressman refused to 
vote for his nomination as the party's candi- 
date for president this year. 

Happily for the local Democrats, the 
party is more competitive in the congres- 
sional races than at the topof the ticket. Ken- 
tucky has produced more jobs per head than 
any other state in the past four years, some- 
thing Democrats are keen to take credit for. 
Yet when you look at each race in turn, it is 
clear what an uphill task challengers face 
evenin the best of circumstances. 

The Democrats' toughest prospect is in 
Kentucky's first district. The western end of 
the state, a remote area of small farms and 
strip mines, actually boasts twice as many 
Democrats as Republicans. The challenger is 
Brian Roy, a stocky southern Democrat who 
is pro-gun, anti-abortion and anti-globali- 
sation (he says he would have voted against 
free trade with China because of its impact 
on local textile mills). Having grown up in 
Fairdealing, Kentucky, and spent half his life 
asa sheriff or us marshal, Mr Roy also seems 
more the part than the incumbent, Ed Whit- 
field, who wears sharp suits, has a Califor- 
nia-bom wife (who owns small, cute dogs), 
and does not own a house in the district. 

All cardinal sins. Yet Mr Roy has only 
narrowed, not erased, Mr Whitfield’s initial 
20-point lead. As incumbent, Mr Whitfield 
has more money to spend, and he has strong 
support in the eastern part of the district. So 
far, his attempts to paint Mr Roy as a closet 
liberal who could not keep proper accounts 
in the sheriff's office have been enough to 
keep him ahead of the challenger. 

That is not true in the sixth district, the 
war zone in Lexington. Like Mr Roy, the chal- 
lenger, Scotty Baesler, is as rural as a tobacco 
quota (in fact, he has a large tobacco farm). 
But, unlike Mr Roy, Mr Baesler has some of 
the benefits of incumbency because he used 
to represent the district (until he took a tilt at 
the Senate in 1997). A former local basketball 
star, he is a “blue dog” Democrat, a member 
of the pro-business, fiscally-conservative 
wing of the party. With 100% name recogni- 
tion and plenty of money, he is probably the 
Democrats’ strongest candidate. 

Mr Fletcher, on the other hand, is more 
vulnerable than incumbents usually are. He 
has had the job only two years, so he has 
hardly started to build up a personal follow- 
ing. He has not been endorsed by the Ameri- 
can Medical Association, which is a snubbe- 
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War of words (1) 
"He's held national office for 24 years. And 
yet he seems to have this uncontrollable 
desire periodically to add to his reputation, 
to his record, things that aren't true. " 
Dick Cheney on Al Gore, October 6th 

xe 
War of words (2) 
“He is routinely unable to string together a 
coherent sentence to explain his own pro- 
posals. Americans will decide whether 
Bush’s uncertain command of the facts 
and his garbled language bear on his abil- 
ity to be an effective leader.” 
Doug Hattaway, a Gore spokesman, on 
Mr Bush, October 7th 

xe 
Endorsement of the week 
“He sat behind me. We played cowboys 
and Indians. He always won.” 
Dick Cheney as endorsed by Pat Svec, a 
first-grade classmate from Lincoln, Ne- 





cause he is a doctor, and the AMA backed 
him in 1998. And his campaign depends 
heavily on television advertising. Mr Baesler 
notonly gives as good as he gets on rv (the air 
war is brutal) but has a stronger grass-roots 
organisation, with solid union support. 

Yet, as in the first district, the challenger 
has not been able to press his advantages 
home. Mr Baesler was leading a month ago, 
but has lost that edge after criticism of some 
of his party's advertising. Mr Fletcher has 
also had some success arguing that Mr Baes- 
ler does not really want the job enough. 

No one knows whether this will be 
enough to keep the seat Republican. The race 
is a toss-up, made all the more uncertain by 
the presence in it of a well-known third can- 
didate, a pro-gun, pro-marijuana libertarian 
called Gatewood Galbraith, who won 15% of 
the vote when he ran for governor in 1999. 
Yet in these circumstances, the Democrats 
may have the greater reason to worry. All 
things being equal (as they are), the incum- 
bentis slightly more likely to win. 

While the races in the first and sixth dis- 
tricts are struggles between similar southern 
conservatives, the contest in the third (the 
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braska, Dallas Morning News, October 8th 
*** 
The King 
"Don't you think Al Gore looks like Elvis 
Presley with that pompadour?" 
Demetris Stanou, a Washington barber, 
Washington Post, October sth 
xe 


Apathy rules 
“We could havea vast surge of non-partici- 
pation.” 
A Gore strategist expecting a record low 
turnout, Newsweek, October 16th 
*** 
Have faith 
“I think if you know what you believe, it 
makes it a lot easier to answer questions. I 
can't answer your question." 
George W. Bush responding to a question 
about whether he wished he could take 
back any of his answers in the first debate, 
Slate.com, October ioth 
*** 
Spy TV 
“Maybe so.” 
AlGore responds toa question on whether 
he would consider a webcam in the Oval 
Office, Yahoo's Internet Life, October gth 
wee 
Class swot 
According to calculations by the Princeton 
Review, Joe Lieberman scored highest on 
his verbal skills in last week’s debates. 





metropolitan area of Louisville) is a more tra- 
ditional ideological fight. The incumbent is 
Anne Northup, a low-tax, socially conserva- 
tive Republican who is friendly with the 
congressional leadership. She was one of two 
representatives to get a spot on the powerful 
Appropriations Committee in her freshman 
year, and took a leading role in the impeach- 
ment of President Clinton. The challenger is 
Eleanor Jordan, a captivating public speaker, 
who has reinvigorated the city's Democratic 
Party and supports partial-birth abortion 
and the recognition by Kentucky of other 
states’ same-sex marriage laws. 

Both women have good personal stories. 
Ms Jordan, who is black, was once a single 
mother on welfare. Mrs Northup combines 
her job in Washington with bringing up six 
children and getting involved in lots of local 
philanthropic activity. (To top it all, her sister 
won three Olympic gold medals for swim- 
ming in 1984.) 

Already the race is wound up in bitter 
accusations of incompetence. Ms Jordan’s 
liberal views on social matters could alienate 
the 20% of her supporters who describe 
themselves as conservative. But unless they 
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Tossing around words such as “rhetoric” 
and “aspirations” earned him a grade level 
of 9.2. Dick Cheney was second, Mr Gore 
third. Mr Bush scored only 6.7, with his ex- 
cessive use of “fuzzy”. 

New York Times, October uth 
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do, the district probably favours her because 
it has five Democrats for every two Republi- 
cans. Mrs Northup won her last two races 
partly because the Democrats failed to put 
upany decentopposition. This time they not 
only havea better candidate but are pouring 
money into the race. 

Yet even this race may end up being 
about incumbency. Mrs Northup has been a 
tireless helper of any constituent with a 
grievance and a formidable provider of pork 
(she won $40m for two bridges across the 
Ohio river and $3m for the pet projects of 
two black churches). In the closest of all the 
contests, this may make the difference. 

None of this means the Democrats have 
no chance. In every district, they have pro- 
duced much better opponents than they did 
last time and almost certainly tougher ones 
than the Republicans expected. Still, at the 
moment, given the advantages of incum- 
bency, that may not be quite enough. Of. 
course the races may move their way again. 
But if they do not, and if Kentucky is any 
guide, then the chances of retaking the 
House must be put at slightly less than 50:50. 
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California's 36th district 


First we take 
Manhattan 


LOS ANGELES 


Alli. 


FROM the joss-sticks of 
Venice to the oil refineries 
of Torrance, California's 
36th congressional district 
runs theolfactory gamut. In 
Manhattan Beach, a well- 
off town half-way up the coastal district, the 
smell in the air on an October afternoon is 
pungent barbecue smoke and hot-dough- 
nut grease. The contented visitors to the an- 
nual Old Hometown Fair make a promising 
target for a spot of campaigning, and both 
Steve Kuykendall, the Republican incum- 
bent, and Jane Harman, his Democratic 
challenger, have been working the crowd. 

Pressing slightly sauce-stained flesh re- 
mainsthe key to winning this very close race. 
In the open primary Mrs Harman took 40% 
and Mr Kuykendall 43%, with the overall 
vote for Democrats 46% and for Republicans 
51%. Polls still have them neck-and-neck. As 
Mr Kuykendall puts it, the seat is being 
fought one lawn-sign at a time. 

Its bohemian and military-industrial ex- 
tremes almost exactly even out (registration 
runs 41% Democrat to 39% Republican). That 
leaves a vital centrist swing vote. Both candi- 
dates are well-known and liked. Mrs Har- 
man held the seat for three terms until she 
left to run for governor of California in 1998. 
A rough primary campaign in that race left 
her poorer (though still independently 
wealthy) and out of a political job, and she 
has spent the past year and a half teaching at 
theUniversity of California at Los Angeles. 


ЖЖЖ 


Recapturing the seat is tougher than 
winning it in 1992, when she faced an anti- 
abortion conservative. Mr Kuykendall's so- 
cial moderation (he is pro-choice on abor- 
tion and favours gun-control) is more ap- 
pealing to the “Harman Republicans", many 
of them women, who voted for her in the 
past. Both candidates have the respect of the 
military element in the district, which has a 
long history of aerospace manufacturing. 
Mrs Harman pushed through a bill requiring 
post offices to hang up flags honouring pris- 
oners of war. Mr Kuykendall, who fought in 
Vietnam, helped a similar bill through the 
California state assembly, where he repre- 
sented an overlapping district for two terms 
before running for Congress. 

The battle for swing voters is largely be- 
ing fought on health care and the budget, 
with the differences often so subtle that they 
are hard to spot. Mrs Harman says that Mr 
Kuykendall voted against a bipartisan bill 
passed by the House in 1999 that included a 
"patients' bill of rights", something she sup- 
ports. His team replies that of the three ear- 
lier equally bipartisan bills that included 
such a charter he voted in favour of two, and 
that his objection to the one that finally 
passed was because it allowed too much 
room for patients to sue theiremployers. The 
two candidates’ views on paying for pre- 
scription drugs are equally nuanced. 

Maybe such niceties will get drowned 
out, as the campaign is conducted through 
the megaphone of television advertising 
paid for by the national parties and contrib- 
utors from outside the district with an eyeon 
control of the House. But in the end it may be 
the personal touch that counts. Quiet words 
overa handshake on the doorstep will prob- 
ably make the final difference in a race be- 
tween two candidates who have made a 
habit of winning by narrow margins. 
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Arkansas's fourth district 
In Miss Minnie's 
hands 


PINE BLUFF AND PRESCOTT, ARKANSAS 


i i | | i i FOR a bellwether of South 
4 


000 Arkansas politics, go to 


Harvey's, a rambling groc- 

ery store on a rural road- 

ЖЖЖЖ side, where the locals 

= gather to drink beer, eat 

barbecue and talk politics. Sitting inside, be- 

tween packets of pork-skin chicharrones 

and coconut pies, underneath several sets of 

antlers and next to a stack of guns, is Miss 

Minnie, a sprightly 91-year-old and self-pro- 

claimed “Yellow Dog Democrat". (Yellow 

Dogs are so diehard that they'd rather vote 
fora yellow dog than a Republican.) 

Miss Minnie has disliked the Republi- 
cans since Herbert Hoover, whom she 
blames for the Great Depression. She has a 
soft spot for Bill Clinton. ("Far as Pm con- 
cerned it's the women at fault. So long as a 
woman acts right, the man'll act right,” she 
says.) Yet she has supported Jay Dickey, the 
local Republican congressman, and is likely 
todo so again. 

Support from “cross-over” voters such 
as Miss Minnie has brought Mr Dickey four 
terms in Washington from a district that is 
overwhelmingly Democratic. But this year 
he is fighting for his political life against Mike 
Ross, a Democrat state senator, in one of the 
closest, and most colourful, House races in 
the country. 

Arkansas’s fourth district straddles 
much of the southern half of the state, from 
Hot Springs, the louche spa town where Mr 
Clinton grew up, to the flat land and poor 
black villages of the Mississippi Delta. It is 
mostly a vast expanse of woods, flecked by 
tiny towns with extraordinary names 
("Smackover" and “Prattsville” as well as the 
now famous “Hope”). A land of churches 
and mobile homes, this is a place where tim- 
ber and papermills are the biggest employ- 
ers and where guns and God are revered as 
much as big government and the Environ- 
mental Protection Agency are loathed. 

It is a district where political campaign- 
ing means standing on the back of a flatbed 
truck at the local fire-fighters Fall Fest; shak- 
ing hands in tiny coffee shops where stuffed 
wild turkeys and striped bass adorn the 
walls; and paying homage to black Baptist 
churches in which firebrand ministers can 
turn their congregations out to vote in the 
best tradition of Chicago’s machine politics. 

Mr Dickey has held the seat since 1992 
through a combination of pork, personality 
and weak opponents. He has developed a 
reputation as a likeable, if slightly odd, con- 
gressman who cares about his constituents 
and is good at getting goodies back home 
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These similaritiesexplain why the race is 
close. But, paradoxically, they fuel the vitriol. 
Given the razor-thin Republican majority in 
the House, the Dickey district has become a 
proxy fora battle on the issues that divide the 
Democratic and Republican parties nation- 
ally. To counter the pork-barrel advantage, 
Mr Ross has focused on classic national sub- 
jects. He paints Mr Dickey as a heartless Re- 
publican, against new money for education 
in. favour of a “phoney prescription-drug 
plan backed by drug manufacturers.”. 


` from Washington, whether it is money for 
_. toads and bridges or contracts for local de- 
г fence-industry firms, His campaign rhetoric 
unashamedly promotes his pork-barrel 
prowess. "Tm gaining in seniority [on the 
t: House Appropriations Committee] and that 
< means more dollars going to you.” A recent 
coupincluded almost$100m for anew inter- 
state extension in the 2001 transport bill. 
His opponent, who owns a small-town 
pharmacy and, two decades ago, drove Can- 
didate Clinton to campaign stops in a Chevy 
... Citation, is less well-known, butis to theout- 
2. side eye a remarkably similar man. Both are 
southern stereotypes: pro-religion, pro-life 
апа pro-gun. Mr Ross's campaign literature 
touts him as an “avid deer- and duck- 
hunter". Mr Dickey boasts of keeping a 
loaded gun by his bed. His press secretary 
owns an AK47. Mr Dickey is the more ex- 
treme, but both men reflect their constitu- 
ents’ deep conservatism. 























liberals want this seat... 







trolled House of Representatives, with poli- 
cies that will take their guns away and give 
gays more rights. 

Further intrigue is added by the ghost of 
MrClinton. Мг Dickey voted to impeach the 





Mr Dickey, in turn, likens the fight: 
against Ross as a fight against liberals: “The: 
for their agenda,” he: 
warns. By failing to vote for him, he suggests, : 
Arkansans will usher in a Democrat-con- 


may rally to Mr Ross’s cause. Butitisnot: 


- Dog Democrats. Miss Minnie may still lo 


thing for us now,’ ’ says one Democrat w ois 







reportedly determined to oust his 
town congressman. Listen to the Dickey 
campaign, and you would think their oppo- 
nent's race was being run from the West 
Wing. That is not true, but Mr Clinton ha 
certainly helped raise money for the Ross 
campaign. He is due to appear ata big 
raiser in Little Rockon Octoberiath. = 
Less obvious is what impact Mr Cli 
ton'ssupport will have; Blacks, who ma 
around a quarter of the district's electora 





























“how the Clinton factor will affect the! 





him, but many others are equivocal abo 
-their flawed prodigal son, and brutally 
cenary in their affections. "He can't do an 














veering toward Mr Dickey, * ‘and anywa 
he’s going to New York." | 








| | Please God, let me be an American 








| 
| 
| 
| 
| 





NEW YORK 


FOR-RENT sign hangs awkwardly on 


Athe battered glass window of a store 


on Flatbush Avenue in the heart of Brook- 


lyn. The nearby restaurants serve. native. 


fare to people from West Africa, the Carib- 


bean and Latin America. Preachers and 
- lawyers do their business on the curbside. 


If Brooklyn is, as they say, a city of spires 


| and immigrants, this is its teeming en- 
‘trance. And that made it the perfect place 
‘for a new sort of citizenship scam. 


Intwocramped floors above the store a 
couple of men from the West Indies—an 
ex-cop from Trinidad and a colleague from 
St Lucia—are alleged to have created a 
church which promised to provide whatis, 
next to salvation, the single most sought- 
after thing in Brooklyn: a green card, giving 
the right to work and stay indefinitely in 
America. Since 1995, almost 500. people 
who are on the records and an unknown 
number who are not have paid an average 
of $2,500 to join the Faith Dynamics Centre 


. in the expectation that they could qualify 


for a special "religious worker" entitlement 
tothe hallowed card. Another $1,500 was to 
be paid upon receipt of the card. 

Thecongregants showed upfor weekly 
services, wore clerical collars, praised God 
and filled out applications to be allowed to 
live in America. For their efforts, they re- 
ceived nothing. "It is easy to take money 
from those who are desperate,” says Gavin 
Miles, an assistant district attorney who is 
prosecuting those accused of diddling 
these trusting believers. 

Most of them had long overstayed 
their visitors’ visas, and so lost any legal 
status. They had settled in Brooklyn and 


become garage attendants, building work- 


ers or carers for the elderly, or had taken 
any other job thatis paid in cash, few ques- 


tions asked. They did not turn to the law 


because they were afraid of the law. It. 
could have been a perfect crime, but fora . 
priest who tipped off the office of Charles. 


Hynes, the Brooklyn district attorney. 












Itisagood bet that similar swindlesare |.» 


still going on elsewhere, undetected. On — 


the most recent estimates, more than sm 
foreigners live illegally in the United States. 
Millions more want to get into the country. 
A visa lottery attracts 8m or so applicants; 
the chance of winning is one in 160. Most 

people who receive permission to stay in- 


definitely have relatives in America who: 


are legal residents. About 500,000 a year: 
enter in this way. 

There are, however, loopholes. Under 
the law, 5,000 people a year can be admit- 
ted for religious reasons. This is a wonder- ` 


ful visa to have: it offers permanent legal . 


residence. But it is also one of the toughest: 
to get, requiring a personal interview and 
the ability to convince the Immigration 
and Naturalisation Service that you have 
done two years of work with the religion 
and havea role that is central to its practice. 
Only 4,700 of these visas were granted in 
1997 and even fewer, 3,737, in 1998. 

The congregation at the Faith Dynam- 
ics Centre must have been getting restive. 
They had nothing to show except, it is said, 
afew forged green cards. One of the alleged 
deceivers, Stephen “The Apostle” An- 
drews, moved to Florida, perhaps because 
the atmosphere was getting uncomfort- 
able. Early this year an investigation qui- 





p THE ECONOMIST OCTOBER 14TH 2000 


апа his partner, André “Pastor”: Mason, | 


onesimilar caseis under investigation; and 










etly began and in September Mr Andre 













were arrested. The date of the trial is e 
pected to be announced on November ist. 
The story may not end there. At least 


there could: be more. Immigration. scam 
come in waves. A few years ago, small ot 
fits popped up providing “guaranteed” a 


місе оп how to win the visa lottery. This 


summer 19 Long Island residents were d 
frauded in an immigration fiddle using the 
religious exemption. That may have been 
the first outbreak of the new virus. 

The prosecution of Messrs Mason а 
Andrews will probably take six months. If 
they are found guilty, they could be in jail 
for as long as 20 years. And that is not all, 
After their incarceration, if they are found 
guilty, or immediately after their trial if 
they are found not guilty, the two face an- 
other threat: deportation. Neither of them, 
it is said, is in America legally. Short of a. 
genuine act of God, or a conversion at least 
as convincing as St Paul's, they will be ou 
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|| emtimeshas proved as sensitive as 
; the future of the Middle East. 


‘die East looms large in New York 
. City, where so many Jews live. Both 


6647 0U cannot spill a drop of American blood", Herman Mel- 
ville once wrote, “without spilling the blood of the whole 
world.” A modern Melville might add that, thanks to its ethnic 
diversity, you cannot spill a drop of foreign blood without spilling 
the blood of an American family. Watch the news in any great 
American city and you get the impression that the world stops at 


the city limits. Walk into any ethnic enclave, however, and you 


find people obsessed by politics “back home”. 

America's ethnic diversity has always complicated its foreign 
policy, sometimes making it peculiarly divisive, sometimes turn- 
ing it into а tool of domestic pressure groups. Eighty-three years 


аво Ameticá'sentry into the first world war alienated the country’s 
| large German population. Today 


politics in Miami often seems little 
more than a meditation on the Cu- 
Бап question. But no issue in mod- 


7 [tis hardly news that the Mid- 


Rick Lazio and Hillary. Clinton 
have made a point of denouncing 
the United States for its failure to 
veto the United Nations Security 

.. Council's resolution to censure 
Israel over the outbreak of violence 
in the Middle East. But the Middle 
East looms equally large in one of 
the key swing states in America’s 
mid-west, Michigan, — . 
Visit Dearborn, the. Detroit 
suburb that is home to the Ford car 
company, and you are reminded 
of the Middle East at every turn. A 
$15m mosque, billed as the coun- 
try’s biggest, is springing up opposite Ford’s world headquarters; 


. the car firm's famous River Rouge factory stands opposite a gritty 


Little Arabia, complete with shops selling live chickens. Both the 


г head of the United Auto Workers, Steve Yokich, and Ford's boss, 
Jac Nasser, boast Arab blood, as do 10,000 local engineers and most 


local petrol-station owners. 

There are around 3.5m Arab-Americans in the United States, 
compared with just over 6m Jews. But they are unusually concen- 
trated in industrial swing states, such as New Jersey, Pennsylvania, 
Ohio and Illinois as well as Michigan. There are about 300,000 eth- 
nic Arabs in the Detroit metropolitan area, the biggest concentra- 
tion of Arabs anywhere in the world outside the Middle East. 

Dearborn is in turmoil over events in Israel and Palestine. 
There have been street protests and candlelight vigils every night 
since the fighting broke out, some of them drawing as many as 
3,000 people. The mood is one of anger and frustration, says Nasser 
Beydoun, head of the American Arab Chamber of Commerce: an- 
ger at what the Israelis are doing and frustration at the way the 
American establishment sides instinctively with the Israelis. 

In fact, the Arab-Americans are making a better job of getting 


г. the establishment to listen to their case than they ever did before. 


George W: Bush visited Dearborn on October sth to talk to leaders 
of the community, the first time a presidential candidate has ever 
made such a gesture. He also sent Condoleezza Rice, his foreign- 
policy guru, to talk to a rather bigger group, in what proved to be a 
highly charged meeting. Al Gore is due to visit Detroit on Friday 


The birth of an Arab-American lobby 
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| 

| 
October 13th to meet leading Arab-Americans, following on the | 
heels of both Joe Lieberman and Tipper Gore, who tumed upeven | 
before the Middle East exploded. 

Why have politicians started paying attention to a group that | 
was once regarded as so dodgy that in 1984 Walter Mondale re- | 
turned its donations? The obvious reason is that Arab-Americans 
are archetypal swing voters—-Reagan Democrats turned reluctant 
Clintonians—who make up a potentially decisive 4% of the elec- | 
torate in a potentially decisive state. But there is also a more subtle | 
story about the creation of a political machine. | 

Arab-Americans have long exercised far less influence than | 
their numbers warrant. They come from countries with little tradi- 
tion of involvement in politics. 
They are divided over everything 
from religion to nationality. And 
now that so many of them are 
middle-class professionals, the 
glue of believing that they all 
worked on the factory floor has 
also dissolved. | 

But even as they have gone 
their separate ways economically, | 
they have been drawn together by 
a powerful cultural revival. They 
are sinking millions into their | 
mosques and churches. They һауе | 
created a series of institutions such 
as the American Arab Chamber of 
Commerce and access,a huge so- 
cial-services agency, which rein- 
force their sense of common iden- 
tity. They publish a magazine, | 
Arabica, that celebrates Arab cul- | 
ture, and put on an annual Arab | 
International Festival that attracts | 
more than 150,000 people. | 

They are also flexing their political muscles, galvanised notjust | 
by events in the Middle East but also by immigration reform, ha- 
rassment at airports ("flying while Arab") and the евге use of se- 
cret evidence against immigrants in deportation cases. The Arab- 
American Institute, which was founded by James Zogby in 1985, | 
has led a relentless drive to increase Arab-American voting reg- | 
istration. When Mr Zogby visited Dearborn in 1985, only 700 of the 
18,000 local Arabs were registered and the mayor was runningon | 
an anti-Arab ticket. These days registration has skyrocketed, and | 
the same mayor has Arab-Americans in his cabinet. | 

In 1996, 62% of registered Arab-American voters turned upto | 
the polls, somewhat more than the national average. Most of the | 
community’s ties are to the Democrats, but this year they will turn 
out in force for the Republican Senator Spencer Abraham, a Dear- 
born Arab-American. And they may even help another Arab- | 
American: a forthcoming poll by John Zogby, James’s brother, | 
reckons one in six will plump for Ralph Nader. | 

Test this electoral strength against, say, the mightoftheAmeri- | 
can Israel Public Affairs Committee, and it seems like a scimitar 
taking on an Uzi. In blunt terms, Joe Lieberman's religion and his 
support of Israel will surely win the Democratic ticket many more 
Jewish votes than it will lose it Arab ones. Even in the Little Arabias | 
of Dearborn, hostility to Mr Lieberman’s views is tempered by ad- | 
miration for him as a man. The pro-Israel lobby is far better organ- | 
ised and financed than its putative rival. But now there is atleast а | 
putative rival—and that is quiteachange in American politics. | 
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Waiting has never felt so good. 


If you thought Emirates gave you unparalleled luxury in the sky, our new First and Business Class airport lounges 
offer unsurpassed levels of comfort on the ground. With an endless list of round-the-clock services at your disposal, 


including sleeping and shower facilities, internet access and gourmet cuisine, waiting will never be quite the same. 
If only all airports were like this. 


. 
Emirates OAG's Airline of the Year 2000 DUBAI INTERNATIONAL AIRPORT 








С SANTIAGO 


Stumbling to Chile's elections 


The rather successful government of Ricardo Lagos runs into a huge scandal 


OR six months, after being re-elected toa 

third term of office in March, it seemed as 
if Chile's centre-left government could do 
nothing wrong. It even handled adroitly the 
problem of Chile's former dictator, Augusto 
Pinochet, by insisting that he must face the 
human-rights charges filed against him in 


Chilean courts, and by refusing to budge: 


from that position when General Pinochet's 
supporters and the army objected. Now, 
however, the government is enduring the 
worst crisis of its ten years in office. 
| The trouble started in September, when 
© it emerged that several dozen senior em- 
ployees in state-owned companies, who 
` had been replaced in March when President 
Ricardo Lagos took office, had received stag- 
gering—and in some cases, possibly illegal— 
severance payments. The payments were 
calculated, as is the usual practice in Chile, 
on thebasis of a month's salary foreach year 
of service; and when the amounts involved 
`. were splashed across the newspapers, it did 
у mottake people long to calculate that some of 
софе supposedly Ш-раіа public servants 
‚һай evidently been earning annual salaries 
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of over $200,000. The average wage is closer 
to $5,000 a year in Chile and, despite a gra- 


dual. recovery. from a recession last year, 


more than 10% of the labour force is still out 
of work. 


The shock was all the greater because’. 
Chile's state companies have traditionally ` 
resisted revealing their salaries. The state. 
copper company, Codelco, for instance, has: 
роне may abstain rather than go over: 

:theopposition.Itis, after all, widely assu: 


refused to tell even Congress how much its 


top managers earn. And some of the highest | 
salaries turned out to be in companies, such 
.$ the state oil concern Enap, that rank very 


low in the public’s esteem. 

Senior professionals in private industry 
were less surprised by the size of the salaries, 
but were nonetheless indignant about the 
severance payments which, they said, con- 
travened traditional practice in the public 
sector. “These people are political appoin- 
tees, and they’ve hooked into collective 
benefits designed for career employees,” al- 
leged a prominent lawyer. 

The scandal broke when a political quar- 
rel in the national postal service brought its 
severance payments out into the open. But it 


< mot: been. laid. off at all, but had simply 
г Switched to another state job. 


contracts ‘signed. under the: previo 
'alition government, headed. by Preside 

- Eduardo Frei. He claims not to have kno 

-> about them. But Mr Lagos also has the | 
` ofa man stumbling around in the dark a 

`. attempts to limit the damage. The presiden 
` has recognised that: the pay-offs, Шоц 

^ mostly within the letter of the law, were 

~ ethical; and has ordered recipients who 
mained in government jobs-—20 in all, i 


 retum the money or tender their resign 


. the crisis fora while. But it has left even tho: 
‚ whochose to hand back the mone pon st 
«jn their new jobs—six refused 
‘grounds that they had done nothing illeg 
looking slightly grubby. As a result, 
- qualified professionals may now thinkt 
before accepting a public-sector job, un 
mining Mr Lagos's promise to improve 
2 quality of stateadministration. 


: iiünicipal elections that are due to.be | 
341 boroughs. Even: before the pay-offs b 


„ers in local elections tend to be guided more 


_legiance, Mr Lagos's administration is stee 
ingitselfforeven heavier damage thanitha 
been expecting. 


_ the scandal is good news for the opposi 








soon emerged that similar payments h 
been made by most other state compat 
To make matters worse, some recipients ha 









Most of the pay-offs are the тези) 








































cluding one cabinet under-secretary— 





tions. That exposed him to the charge, rap- 
idly made by the conservative opposition, 
hanging on to unethical subordinates. 

Mr Lagos's strategy may have containe 


































The scandal is also overshadowing 


on October 29th. In these, the governmer 
will be defending its control of 210 of Chil 


came public knowledge, the centre-left wi 
bracingitself for some losses, mostly becau: 
of high unemployment. Now, although vot- 





by a candidate's record than by political a 


Many disenchanted government sup- 


that similar or larger. pay-offs were m 
under the Pinochet dictatorship, in 
many opposition politicians held jobs. B 


leader, Joaquin Lavin. After narrowly lo 
against Mr Lagos іп the race for presiden 
is running for mayor of central Santiag 
against Marta Larraechea, the wife of ex 
President Frei. His victory wasnever really 
doubt, but Mrs Larraechea has now take 
crippling blow: her private secretary di 
the Frei administration received $56,000 

severance pay, channelled through a sta 
company, and has refused to retum it. 


THE AMERICAS 
Argentina 


After Alvarez 


BUENOS AIRES 


T WAS supposed to be a show of strength. 

After ten months of uneasy equilibrium 
between the factions of the governing Alli- 
ance, President Fernando de la Rua's first 
cabinet shuffle on October sth was an at- 
tempt to build a government in his image. Ig- 
noring demands for a clear-out of allies 
linked to a cash-for-votes scandal in the 
Senate, he instead swept out leading cabinet 
dissenters, intending to show both his power 
and his zeal for “maximum efficiency”. 

The purge served only to highlight his 
weakness. The changes were a clear slight for 
Vice-President Carlos "Chacho" Alvarez, 
leader of Frepaso, the left-leaning junior 
partner in the Alliance, who had pressed for 


в H inable, based as i hi 
The blame game in Mexico لو دو ونیرت ایا‎ Ун ү, 


MEXICO CITY 


FORMER president attempting to clear 
his name; a sitting one trying to main- 
tain his balance; anda future one struggling 
to establish his grip. Mexican political the- 
atre is always richest during the long wait 
between the president's election and his 
swearing-in, and this year, with the Insti- 
tutional Revolutionary Party (pri) leaving 
power after 71 years, more so than ever. 
While the National Action Party's Vicente 
Fox, who takes office on December ist, tries 
to set his agenda for the next six years, his 
two predecessors are squaring off for a 
nasty post-presidential battle. 

Its instigator is Carlos Salinas, presi- 
dent from 1988 to 1994. He oversaw 
an economic boom and Mexico's 
entry into the North American 
Free-Trade Agreement, only to see 
the boom collapse three weeks 
after he left office. In 1995 he re- 
treated to Ireland, disgraced and 
despised. But recently he has been 
paying brief visits to Mexico, and 
he used his fifth, last weekend, to 
launch a 1,400-page tome blaming 
the fiasco, and hence the pri’s de- 
feat this year, firmly on the current 
president, Ernesto Zedillo. 

It seems foolish. Mexicans’ dis- 
like for the man they call “the bal- 
die” is so deep-rooted that, accord- 
ing to Daniel Lund of Mund, a polling firm, 
"it's beyond public opinion—it's become a 
value judgment, almost a myth." Over 60% 
of Mund's respondents consistently think 
Mr Salinas is “dishonest” and, when asked 
what they would do if they met the ex- 
president in the street, says Mr Lund, “they 





^ 
Zedillo, Salinas, Fox: economic sinners? 


a gesture to show that the president was seri- 
ous about fighting corruption. The vice- 
president's resignation came the next day. 
The ensuing uproar claimed most of the 
scalps that Mr Alvarez had demanded and 
Mrde la Rua had resisted taking. 

Caught in the flak from Mr Alvarez’s de- 
parture was the former labour minister, Al- 
berto Flamarique. Tainted by the corruption 
allegations and estranged from his fellow 
Frepaso members, he resigned just 24 hours 
after his promotion to the post of presiden- 
tial secretary. The leader of the Senate, Jose 
Genoud, another prominent Alvarez target, 
went on October 8th, followed by one of the 
opposition senators publicly accused of ac- 
cepting bribes. 

In his resignation speech, Mr Alvarez 
pledged his loyalty to the president and 
promised to keep working within the Alli- 
ance. But his subsequent conduct has hardly 
been conciliatory. Not satisfied with the trail 


give some fairly violent responses.” Be- 
sides, if Mr Salinas thinks he can change 
public sentiment with a big book in a 
country where people read so little—the 
biggest newspaper sells no more than 
150,000 copies in a population of 99m—he 
may appear to have lost touch with reality. 

Yet his madness has a method. 
Traditionally, Mexican presidents have 
been untouchable while in office, often to 
become pariahs afterwards. What has 
happened to Mr Salinas could happen to 
Mr Zedillo, too. The president enjoys solid 
approval now, mainly because, after de- 
cades of shady electoral practices that kept 





the pri in power, he pushed through the re- 
forms that allowed Mr Fox to win, as well 
as stabilising the economy. And this year, 
aware of the turmoil to come, he has been 
busy publicising his good works. 
However, economists tend to blame 
both men for the crash. Mr Salinas’s boom 


of resignations that followed his own, he has 
called for the departure of Fernando de San- 
tibanes, a close presidential ally accused of 
involvement in the bribery scandal, as well 
as Coti Nosiglia, a former interior minister in 
the government of Raul Alfonsin during the 
1980s and a shadowy figure behind the 
scenes in the current administration. 

Even without the subsequent fallout, the 
cabinet shuffle fell far short of the “confi- 
dence shock” the president had promised. 
Few of the new appointments inspire much 
enthusiasm outside the president's inner cir- 
cle. The decision to name his brother Jorge as 
justice minister during a corruption scandal 
seems, at best, ill-considered, particularly 
since the president's explanation for replac- 
ing Ricardo Gil Lavedra, a widely-respected 
jurist, was that his brother needed “a less 
stressful position” while sorting out his per- 
sonal problems. And with Mr Alvarez’s res- 
ignation, the Alliance has lost the standard- 


and an overvalued currency. Devaluation 
was inevitable. But Mr Zedillo and his team 
made it disastrous, first—as Mr Salinas's 
book explains їп wickedly lavish de- 
tail-by warning top Mexican business- 
men of it in advance, causing a huge flight 
of capital, and, second, by fiercely con- 
tracting the money supply, leading to a vic- 
ious economic slump. 

The legacies of that are a bank bail-out 
that willcost taxpayers, by someestimates, 
over $100 billion, and an increase in pov- 
erty and inequality. Once Mr Zedilloleaves 
office he will be fair game for detractors, 
unless, that is, Mr Fox protects him. And 
that no doubt helps to explain why Mr Sa- 
linas is being all sweetness to Mr Fox. "If it 
goes well for President Fox, it will 
£o well for Mexico," he told one 
newspaper during his visit. 

Mr Fox is having problems of 
his own, though. He has taken ad- 
vantage of the five-month transi- 
tion period to float new ideas and 
juggle possible ministers. But con- 
flicting signals from his economic 
team have unnerved investors; 
spreads on Mexican bonds, a mea- 
sure of the country's perceived 
riskiness, have been creeping up 
since shortly after the election in 
July. This week Mr Fox's two chief 
economic advisers at last agreed on 
next year's policy outlines: a fiscal 
deficit of 0.5% of GDP, growth slowing to 4- 
4.5% to prevent overheating, inflation be- 
low 7% and long-overdue reforms of taxes, 
and the electricity and petrochemicals 
industries. That should keep Wall Street 
calm—at least until Mr Fox tries to get his 
reforms past a fractious Congress. 
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THE AMERICAS 


They wanted him to stay 


bearer for its crusade against corruption. 
The future of the Alliance, never a par- 
ticularly homogeneous grouping, now looks 
bleak. Although polls suggest that a majority 
disapprove of Mr Alvarez's decision to re- 
sign, his approval ratings are still twice as 
high as the president's, which have dropped 
from 70% to 23% since December. The vice- 
president's departure has done nothing to 
improve his already poor standing with 
members of the president's Radical Party, 
while his supporters, who gathered outside 
his flat in the Buenos Aires suburb of Pa- 
lermo as the news of his resignation broke, 
expressed open hostility towards Mr de la 
Rua. On October 10th, four members of 
Congress said they were leavingthe Alliance. 
They hope to draw others behind them. 
There is also much outside interest in 





breaking up the Alliance. The opposition Pe- 
ronists, particularly ex-President Carlos Me- 
nem, despise Mr Alvarez, who defected from 
their party in the 1990s. Indeed, it was Mr de 
la Rua’s secret meetings with Mr Menem and 
the discredited old guard of the Peronist un- 
ion movement, promoted by Mr Nosiglia, 
that first strained relations with his vice- 
president. While the Peronists hanker for a 
deal with the conservative wing of the gov- 
ernment, Domingo Cavallo and Gustavo Be- 
liz, former Menem ministers who have 
formed their own grouping, have praised Mr 
Alvarez’s stand against old-fashioned pork- 
barrel politics and evidently believe they 
could work with the modemising wing of 
the Alliance. With Argentina’s political map 
likely to be redrawn, Mr de la Rua’s strength 
will undoubtedly be further tested. 
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Quebec 


The Liberals' invisible man 


MONTREAL 


HE Liberal Party is routinely referred to 

as the natural governing party of Can- 
ada. But what may be true at federal level is 
not so in Quebec. Whereas the job of federal 
Liberal leader usually comes with that of 
prime minister, the job of Liberal leader in 
Quebec comes mostly with acute head- 
aches. These stem overwhelmingly from the 
pressure of fighting, in Quebec, for the cause 
of a united Canada—but not so tenaciously 
as to alienate the province's “soft national- 
ists", those who see Canada as a sensible ar- 
rangement but reserve their emotional at- 
tachment for French Quebec. Those are the 
same people, it so happens, who tend to de- 
cide the outcomes of elections and referen- 
dumsin the province. 

Itis hardly surprising, then, that the cur- 
rent Liberal leader in Quebec, Jean Charest, 
has barely cracked a smile since he was 
press-ganged into the job two and a half 
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years ago. Mr Charest faces a 
leadership "review" this week- 
end, and should be easily con- 
firmed. His success will not 
have come, however, without a 
long summer touring the prov- 
ince, consolidating wavering 
support. Nor will it do much to 
dispel the notion, current both 
in Quebec and in the rest of 
Canada, that Mr Charest has 
been a rank disappointment as 
federalism’s saviour. 

That was the role scripted for Mr Charest 
when he was drafted from his job as leader 
of the federal Conservatives to lead the pro- 
vincial Liberals in March 1998. Mr Charest 
did not want the job and made no effort to 
disguise that fact. But Canada was still reel- 
ing from its “near-death experience” of late 
1995, when secessionists came within a per- 





It’s Charest 


centage point of winning a referendum to 
negotiate independence for Quebec. Mr 
Charest was considered the perfect, perhaps 
only, man to take on Lucien Bouchard, the 
charismatic premier and secessionist leader, 
in a provincial election later that year. Once 
it had become his patriotic duty, Mr Charest 
was obliged to take the job. 

And indeed, under Mr Charest, the Lib- 
erals won more votes than Mr Bouchard’s 
Parti Québécois (ро). But because many of 
Quebec's federalists—most of them English- 
speakers or immigrants—are concentrated 
in relatively few seats in Montreal and near 
the borders with Ontario and the United 
States, Mr Bouchard stayed in the premier’s 
office and the pg stayed in power. Since then 
Mr Charest has been a less-than-inspired, 
often invisible leader. This is not all his own 
fault. Mr Bouchard is a difficult man from 
whom to steal the spotlight, and he has a vig- 
orous economy on his side. 

At the same time, the man who should 
be Mr Charest's principal ally, the prime 
minister, Jean Chrétien, has rarely missed a 
chance to undermine him, apparently acting 
on a long-nursed grudge from their days on 
opposite sides of the federal Parliament. This 
has been most evident on the only real que- 
sion that distinguishes the Quebec Liberals 
from the ro: should the province stay or go? 
Mr Chrétien has consistently taken a hard 
line, most notably with the Clarity Act, a law 
passed last spring that gives the federal Par- 
liament the right to decide whether a ref- 
erendum question is explicit enough and a 
majority sufficiently substantial. It was a hit 
outside Quebec, an impossible sell within. 

But Mr Charest has not helped his own 
cause. His discourse has generally been one 
of platitudes and bromides; as one commen- 
tator said, "Wherever Charest treads, he 
leaves no footprints." Many of the ideas he 
comes up with, such as following the priva- 
tising example of Alberta and Ontario, have 
been anathema to Quebeckers, whose col- 
lectivist reflexes are as strong as 
any in North America. There 
have also been gaffes—such as 
accepting a Mexican holiday 
from a lobby group—and a 
barely hidden lack of interest 
in the job. 

The low point came last 
spring, when some of Mr 
Charest's caucus were openly 
questioning his dedication and 
polls had him trailing behind 
Mr Bouchard by up to 20 
points. Since then, he has made 
amends with party members and brought in 
new advisers. Even if it has been decades 
since the party allowed a leader who lost one 
election to stick around in order to fight an- 
other, Quebec's Liberals seem to be willing to 
make an exception for Mr Charest—federal- 
ist saviour or not. 

м 
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Arabs and Israelis watch, 
threaten and kill 


JERUSALEM AND RAMALLAH 


The intensity of the Palestinian-Israeli fighting has diminished but the danger 
lives on. Our correspondents report from Israel, the West Bank and Lebanon 


ITH the death toll around 100—all but 

a handful of them Palestinians, and 
including 13 Arab-Israelis—and with both 
sides under huge international pressure to 
stop the violence, by mid-week the intensity 
of the “Al Aqsa intifada” had changed. 
There were fewer mass protests, but isolated 
incidents of great ferocity continued, includ- 
ing a particularly inflammatory one in Ra- 
mallah. The air remains thick with menace. 

Ehud Barak’s only success has been his 
ability to turn his own deepening domestic 
weakness to diplomatic advantage. An anx- 
ious procession of visiting statesmen have 
been told that if they are unable to persuade 
Yasser Arafat to stop the fighting, Mr Barak 
will have nochoice but to bring into his cabi- 
net the man who triggered the crisis by his 
provocative visit to Al Aqsa mosque on Sep- 
tember 28th, the opposition leader, Ariel 
Sharon. This alarming possibility has made 
the visitors shuttling between Jerusalem, 
Gaza and Beirut try even harder. 

One of them, Kofi Annan, the un’s secre- 
tary-general, may have succeeded in fixing a 
meeting between Israeli and Palestinian se- 
curity men. Other would-be mediators were 
Igor Ivanov, Russia’s foreign minister, Javier 
Solana, the European Union's foreign-policy 
voice, and Robin Cook, Britain’s foreign 
secretary. But the visitor who is most eagerly 
awaited, at least by Mr Barak, is Bill Clinton. 
If America’s president comes, his aim would 
be not only to prevent a Middle Eastern war 
breaking out on his watch, but also to try to 
repair the crumbled _Israeli-Palestinian 
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peace process in which he has invested so 
many years of dogged effort. 

The Palestinians say that the Arab sum- 
mit organised for October 21st and 22nd in 
Cairo must take place first. Meanwhile, the 
Palestinian leaders seem to have agreed to 
“lower the level of violence”, as Mr Annan 
reported after a meeting with Mr Arafat in 
Gaza on October 10th. Leaders of his Fatah 
movement confirm this. 

But, at the same time, a leaflet in Fatah's 
name was being distributed throughout the 
West Bank and Gaza calling for a continua- 
tion of the Al Aqsa intifada. It also called for 
unity among all Palestinian factions, includ- 
ing the Islamists of Hamas and Islamic Jihad. 
Some 20 Hamas prisoners have been re- 
leased from Palestinian Authority (PA) pri- 
sons, and both Hamas and Islamic Jihad 
have taken part, for the first time, in a PA cab- 
inet meeting. The confusion suggests that at 
least some senior Fatah members oppose 
their leader. Or, as Israeli ministers allege, is it 
all part of acynical double game in which Mr 
Arafat talks peace to visiting diplomats and 
war to his own people? 

What is not in dispute is that the Fatah 
tanzim (roughly translated as field organisa- 
tion) has emerged as the driving force behind 
the Palestinian revolt. Ten years ago the tan- 
zim’s young men were the “children of the 
stones” of the original intifada. Since then 
they have been schooled by Israeli prisons 
and Palestinian refugee camps and, increas- 
ingly, have been in and out of one or other of 
Mr Arafat’s myriad intelligence forces. 





Since the establishment of the rA, and as 
discontent grew both about the terms of the 
Oslo agreements and about Mr Arafat's au- 
tocratic rule, the tanzim found itself both 
supporting the party of government and op- 
posing it. Above all, it has railed against Pal- 
estinian diplomatic strategy. This has predi- 
cated the realisation of Palestinian national 
aspirations on security co-operation with 
the Israeli army and the good offices of 
American diplomacy. 

Instead, the tanzim advocates a return of 
the Palestinian struggle to the Arab fold 
and—in the words of the West Bank’s Fatah 
leader, Marwan Barghouti—“armed and 
popular resistance combined with negotia- 
tions” to rid Palestinian areas of those Jewish 
settlements planted deep within them. The 
killing of Palestinians at the Al Aqsa com- 
pound on September 29th, and the largely 
spontaneous protests that erupted in its af- 
termath, have enabled the tanzim to try to 
put that vision into practice. 

With mixed success. On October 7th, 
after a week of fighting that left six Palestin- 
ians and one Israeli soldier dead, the Israeli 
army abandoned a Jewish holy site, Joseph’s 
Tomb, in the centre of Nablus, unleashing an 
outpouring of destruction by Palestinians 
who had lived under the guns of the soldiers 
guarding the outpost. Elsewhere, however, 
the Israeli army has been less accommodat- 
ing. At the Netzarim settlement in Gaza, it re- 
sponded to Palestinian gunfire by razing ev- 
ery Palestinian building near it. In Hebron, it 
met fire on the settler enclave in the heart of 
the city with helicopters strafing Palestinian 
houses in the hills above. 

Around the settlements in East Jerusa- 
lem and Ramallah, the Palestinians fear that 
Israel’s army may be giving the settlers a free 
hand to vent their own brand of revenge.On 
October 9th a Palestinian was found dead in 
a field near a cluster of settlements north of 
Ramallah. His corpse was covered with 
third-degree burns and knife or axe wounds 
to the head. The army said he had died from 
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acar accident. The day before, the mutilated 
body of an American-born rabbi, Hillel Lie- 
berman, had been found. 

Facing Israel's tough response, Mr Arafat 
has little interest in “widening” the struggle 
against the settlements. He appears to be 
reining in some of his more headstrong fol- 
lowers. But, at the same time, he may be 
ready to listen to their criticism of his politi- 










































BEIRUT 


IS children are painting banners for 

his homecoming. Mustafa Dirani, a 
guerrilla leader who was kidnapped by Is- 
raeli commandos in 1994, is one of a bunch 
of Lebanese still held by Israel, four months 
after it ended its 22-year occupation of 
south Lebanon. His wife says she had 
nearly lost hope of seeing her husband 
again. But when she heard that three Israeli 
soldiers had been captured on the border, 
she knew his release was imminent. 

Mrs Dirani’s confidence is widely 
shared, and not just by the leaders of Hiz- 
bullah, the Shia Muslim group that 
snatched the Israeli patrol on October 7th. 
Timur Goksel, a long-serving adviser to the 
UN forces that monitor the Israeli-Leba- 
nese border, believes that the Israeli gov- 
ernment has no option but to negotiate. 

From its ragtag beginnings in the Leba- 
nese civil war, Hizbullah has emerged as a 
highly disciplined, media-savvy force. 
Even so, its officials can hardly restrain 
their glee at the discomfort they have 
caused Israel—nor their bemusement at 
the sudden attention they have received 
from world leaders. “We have been com- 
plaining for months aboutour people, and 
no one listened. Now so many countries 
have offered to mediate that we can pick 
and choose who we want," gloats a 
spokesman for the group. 

Hizbullah evidently plans to bargain 
hard. It has declined even to reveal 
whether its Israeli captives are alive. Every- 
thing will come at a price, say its officials, 
including information. Hizbullah's leader, 
Sayed Hassan Nasrallah, has received a 


Hizbullah basks in its glory 
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Hizbullah guerrillas whisk away a valuable bit of barter 


cal strategy. Indeed, this could be in the pro- 
cess of radical change. 

With Arabs taking to the streets in a 
number of capitals, President Hosni Muba- 
rak of Egypt has bowed to Mr Arafat's insis- 
tent demand for an emergency Arab sum- 
mit. At this meeting the Palestinian leader 
will seek, and get, Arab support for his de- 
mand for an international commission of 







stream of requests from other groups who 
claim that Israel is holding their members 
captive, including Palestinians, Jordanians 
and Syrians. Mr Nasrallah says he will con- 
sider adding several hundred more names 
to his hostage-exchange list. 

Amid the fiery rhetoric about liberat- 
ing Jerusalem that is currently sweeping 
the Arab world, Mr Nasrallah basks in 
glory as the only leader to have scored any 
real points against the “Zionist enemy”, as 
Hizbullah’s radio and television describe 
Israel. The snatch was carried out with con- 
siderable professionalism. While a small 
guerrilla force disoriented the three Israe- 
lis—army technicians on a routine check of 
the border fence—with a sequence of re- 
mote-controlled bombs, shoulder-fired 
missiles and tear-gas grenades, Hiz- 
bullahs’s primitive artillery managed to 
pin seven nearby Israeli positions under an 
hour-long rocket and mortar barrage. The 
army has admitted it did not even know its 
men were missing for half an hour, well 
after three identical cars had whisked the 
captives in different directions. 

Hizbullah also claims the high moral 
ground; the abduction happened after Is- 
raeli soldiers had killed two Palestinian ci- 
vilians trying to climb the border fence. 
Moreover, it took place at Shabaa Farms, a 
small enclave within the Israeli-occupied 
Golan Heights that Lebanon says is histori- 
cally part of its territory. Whereas Israel 
nabbed its hostages on Lebanese soil, the 
“Islamic Resistance” picked a spot where it 
could atleast claim the three Israelis had no 
right to be. The distinction is important to 
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inquiry to investigate the causes of the vio- 
lence (so far, Israel has agreed only to an 
American-led commission, including some 
international element). Above all, he will 
want the Arabs to set down "the red lines" 
for any final settlement with Israel. And 
theselines, Mr Arafattold Arab Televisionon 
October 9th, “cannot be less than interna- 
tional legitimacy", including Palestinian 


Hizbullah. It allows the group to cast itself 
as acting in defence of Lebanon, and so 
gather a degree of support from people 
who are disquieted by what they see as 
Hizbullah's growing encroachment on 
state prerogatives. 

Worry runs deepest among Christians, 
who make up a relatively rich third of the 
country’s population. Once dominant, 
Lebanon's dozen Christian sects have been 
weakened by a mixture of internal bicker- 
ing and pressure from Syria, whose subtle 
influence (and not-so subtle 40,000-strong 
military force in Lebanon) continues to 
dominate Lebanese politics. 

In recent weeks, however, Christian 
leaders have dared to speak openly about 
separating Lebanon's destiny from Syria's 
control. In private, they speak of growing 
frustration over the contrast between Hiz- 
bullah's freedom of action, and their own 
inability to force issues such as the con- 
tinuing detention of Christian militiamen 
in Syria. Underlying this unease is the sense 
that Hizbullah's Islamism poses an ele- 
mental challenge to their thoroughly west- 
ernised way of life. 

In the short term, many Lebanese 
worry that Hizbullah's tactics could pro- 
vokea violent response from Israel, such as 
the bombing last year that cut off half the 
electricity supply. With a huge debt, and 
the struggle to rebuild itself after the civil 
war, this is the last thing Lebanon needs. 

Hizbullah has now pulled its active 
units back from the Israeli border, which 
has been quieter than ever in recent days. 
“They are realists,” says Mr Goksel. “They 
know the limits of their strength.” Yet there 
is always the chance that some individual 
will fire a rocket at Israel—and send the 
whole situation spinning out of control. 
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sovereignty over East Jerusalem, and the 
rightof return for the Palestinian refugees 

Mt Arafat hopes for more from the Arab 
summit than from any emergency meeting 
between Mr Barak and Mr Clinton. After the 
collapse of the Camp David summit in July, 
he is said to have concluded that the Pal- 
estinians no longer had “а partner for 
peace". He has little faith in Mr Barak, whose 
skill at expanding Jewish settlements, while 
receiving diplomatic accolades from Amer- 
icaand Europe, has long infuriated him. And 
heis believed to be greatly disillusioned with 
President Clinton, whom Mr Arafat had be- 
lieved to be genuinely “sensitive” to the Pal- 
estinian cause. In Palestinian eyes, Mr Clin- 
ton was the Israelis’ chief negotiator at Camp 
David, presenting their ideas as “American 
bridging proposals”. 


Barak’s weakness 

All this looks very different from Israel's an- 
gle. Mr Barak, against the odds, is looking to 
Mr Clinton as his only hope of remaining in 
power. He needs an agreement with the Pal- 
estinians that he can take to the country, 
whether in a referendum or in new elections 
which he can engineer to suit his timing. “I 
will go from door todoor, persuading people 
to support it,” he asserted this week. He ad- 
mitted, though, that the chances of reaching 
such an agreement were now less than 50:50. 

Aceasefire alone, even one solemnly en- 
dorsed by international mediators, would 
probably not suffice to keep the government 
afloat. The Knesset reconvenes at the end of 
the month after its summer recess, and Mr 
Barak will immediately face motions of no- 
confidence and an opposition bill todissolve 
parliament and hold early elections. The 
right-wing and religious parties are deter- 
mined to bring him down over the conces- 
sions he offered during and after Camp Da- 
vid. They particularly resent his readiness to 
cede parts of East Jerusalem including parts 
of the walled Old City, to a Palestinian state, 
and his apparent readiness to consider vest- 
ing sovereignty over Temple Mount (Haram 
al-Sharif) in the un Security Council. 

His opponents are all the more deter- 
mined to sink the prime minister because of 
what they feel was his cynical exploitation 
of their patriotic stance at the height of the 
disturbances. On October 7th Mr Barak 
called in the opposition leaders, one after 
another, and hinted that the state of national 
emergency required a government of na- 
tional emergency. The opposition an- 
nounced its readiness to set aside political 
differences and enter a national coalition. 

Yossi Beilin, the leading dove in the cabi- 
net, threatened to bolt rather than serve with 
Mr Sharon. But Shimon Peres, the Labour 
Party’s elder statesman, said a “unity gov- 
ernment” was inevitable if the clashes with 
the Palestinians continued. He appealed 
publicly to Mr Arafat to quell the violence 
and “prevent a repetition of 1996”, when a 
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series of terrorist bombings sapped Mr 
Peres's political strength and brought the Li- 
kud to power under Binyamin Netanyahu. 

As the week wore on, though, the prime 
minister's inclusivist zeal cooled. “He prefers 
a coalition with Arafat to a Zionist coalition 
with us,” snorted Avigdor Lieberman, a 
leader of the far-right National Union party. 
On October 11th Mr Sharon declared that the 
unity option was off, for now atany rate. The 
Likud would still support Mr Barak but only 
if he acted “in defence of the nation". 

Even if some sort of peace agreement 
emerges from the slaughter—and this, as the 
killing on both sides continued, seemed 
increasingly unlikely—Mr Barak must fight 
for his political life with his public standing 
considerably eroded. An ugly wave of anti- 
Arab rioting by Jewish mobs inside Israel, al- 
though condemned by politicians of all par- 
ties, reflects a hardening of public sentiment. 
And the prime minister is criticised, even by 
some in his own camp, for vacillation. 

On October sth, for instance, he said that 
a withdrawal from Joseph’s Tomb, which 
the army had called for, would set an unac- 
ceptable precedent. But a day later he gave 
the order to withdraw. Television footage of 
Palestinians setting fire at the site inflamed 
Jewish tempers, and a mob burntan ancient 
mosque in Tiberias. Then, on October 7th, 
Mr Barak proclaimed a 48-hour ultimatum: 
if the Palestinian attacks were not brought to 
an end by Mr Arafat, he would pronounce 
the peace process dead and order the army 
to go on the offensive. But the deadline 
passed, and was extended. A relative lull be- 
gan toset in after 72 hours. 


Lebanon’s coup 


Making matters worse, the seizure of three 
soldiers on the Lebanese border by Hiz- 
bullah on October 7th has greatly weakened 
Mr Barak. As minister of defence, he bears 
parliamentary responsibility for what was 
an inexplicable lapse of discipline: the three 
men in their unarmoured vehicle were un- 
der orders not to approach the border fence. 
Beyond this, he has repeatedly trumpeted 
the bloodless withdrawal from Lebanon as 
his most salient achievement. 

The Israelis are pinning their hopes on 
Mr Annan to get the soldiers back. If Hiz- 
bullah's priceis the release of the 19 Lebanese 
held by Israel, some of them also abducted, a 
deal could be struck. However, if Hizbullah 
demands the release of Palestinian prisoners 
too (see box on previous page), Mr Barak will 
be hard put to trade. Israeli opinion now re- 
gards the release, in 1985, of 1.150 Palestinian 
detainees for three soldiers held in Lebanon 
as an error of historic proportions. 

Israel's chief of staff, General Shaul Mo- 
faz, says that the army "reserves the right" to 
retaliate for the abduction "where, when 
and how we choose". Heavy reinforcements 
have been moved to the border. 
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Unreforming 


TEHRAN 


HE saga of Ataollah Mohajerani's res- 

ignation reveals quite a lot about Mu- 
hammad Khatami, Iran's president. Eigh- 
teen months ago, when lran's popular 
minister of culture and Islamic guidance 
came close to being impeached by the reli- 
gious conservatives then running Iran's par- 
liament, the president defended him stoutly. 
Now that parliament is dominated by depu- 
ties who support his reformist message, the 
president might be expected to back his ally 
even more determinedly. Not so. After 
nearly two weeks of rumours that Mr Mo- 
hajerani had been forced by conservative 
pressure to resign, apparently composing a 
lengthy and indignant statement in the pro- 
cess, the president remains silent—though 
he is said to have asked the minister to tone 
hisstatement down. 

Why? The answer may lie in Mr Kha- 
tami's respect for Iran's supreme leader, 
Ayatollah Ali Khamenei, who deeply disap- 
proves of Mr Mohajerani's policy of cultural 
liberalisation. Ever since Mr Khatami was 
elected in 1997, Ayatollah Khamenei has 
chosen a careful path between the presi- 
dent's reformist inclinations and the conser- 
vative views of his own followers. He has 
made the minister of culture an exception. 

By blessing the judicial closure of the lib- 
eral newspapers promoted by Mr Moha- 
jerani, and by killing a law designed to make 
it harder to close such papers, the ayatollah 
publicly registered his opposition to the 
minister's policies. In private, he complains 
thattheculture ministry has done nothing to 
promote Islam. On October 3rd he allowed 
Ayatollah Movahedi Kermani, his represen- 
tative in the Revolutionary Guard, to call for 
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the minister to be sacked. 

The fog of calculated ambiguity that 
hangs over the minister's resignation also 
hangs over the president's intentions. In Au- 
gust, Mr Khatami was bounced by conserva- 
tives into declaring his willingness to run for 
a second term of office next spring. Now, 
however, Muhammad-Ali Abtahi, who 
heads the president's office, has become 
non-committal on the subject. “It is too early 
to reach a conclusion,” he said last week 
when asked about Mr Khatami's intentions. 
“We'll talk about that when the time comes.” 

This may be tactical. With both the pres- 
ident and his most effective minister in a sort 
of political limbo, the conservative opposi- 
tion is finding it hard to develop an election 
strategy, let alone find a credible candidate. 

When the fog clears, it seems likely that 
Mr Mohajerani will be out of his job and that 
Mr Khatami will stand for second term. By 
reducing conservative pressure on the gov- 
ernment, the minister's departure may ease 
the president’s re-election. But it was the 
minister of culture, rather than any other Ira- 
nian reformist, who transformed Mr Kha- 
tami’s elegant slogans into action. 
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Libya and Africa 


Pogrom 


LANELOADS of bodies, dead and alive, 

flew back to West Africa from Tripoli this 
week, after Libya's worst outbreak of anti- 
foreigner violence since theexpulsion of Ital- 
ians and Jews in Muammar Qaddafi's coup 
in 1969. Survivors told of pogroms. 

Emeka Nwanko, a 26-year-old Nigerian 
welder, was one of hundreds of thousands 
of black victims of the Libyan mob. He fled 
as gangs trashed his workshop. His friend 
was blinded, as Libyan gangs wielding ma- 
chetes roamed the African townships. Bo- 
dies were hacked and dumped on motor- 
ways. A Chadian diplomat was lynched and 
Niger's embassy put to the torch. Some Nige- 
rians attacked their own embassy after it re- 
fused refuge to nationals without proper pa- 
pers—the vast majority. 

Libyans sheltering Africans were 
warned that their homes would be next. 
Some of Libya's indigenous im black citizens 
were mistaken for migrants, and dragged 
from taxis. In parts of Benghazi, blacks were 
barred from public transport and hospitals. 
Pitched battles erupted in Zawiya, a town 
near Tripoli that is ringed with migrant 
shantytowns. Diplomats said that atleast 150 
people were killed, 16 of them Libyans. The 
all-powerful security forces intervened by 
shooting into the air. 

African migrants, unfairly blamed for 
the disaster, were detained en masse. They 
once numbered over im but diplomats say 
that they have now mostly disappeared 
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from the streets, and are in hiding or in 
camps pending expulsion. Over the past 
fortnight, hundreds of thousands of black 
migrants have been herded into trucks and 
buses, driven in convoy towards the border 
with Niger and Chad, 1,600km (1,000 miles) 
south of Tripoli, and dumped in the desert. 

Migrants from countries without land 
links to Libya, including 5,000 Nigerians and 
nearly the same number of Ghanaians, are 
being airlifted out. Hundreds more are lan- 
guishing in three scrubland camps ringing 
Tripoli airport waiting for flights. There is no 
medical care for the black Africans, many of 
whom have broken limbs or stab wounds. 

Anti-black violence had been simmer- 
ing for months, fired by an economic crisis. 
Colonel Qaddafi heads Africa's richest state 
in terms of income per person. This year oil 
willearn him $n billion. But Libyans, feeding 
their families on monthly salaries of $170, see 
the money squandered on foreign adven- 
tures, the latest of which is the colonel's pan- 
Africa policy. As billions flowed out in aid, 
and visa-less migrants flowed in, Libyans 
feared they were being turned into a minor- 
ity in their own land. Church attendance 
soared in this Muslim state. So did crime, 
drugs, prostitution and reports of AIDS. 

A history of racism fanned the flames. 
Libyans were slave-trading until the 1930s 
and, under Italian colonial rule, they saw 
themselves as Mediterranean, calling Afri- 
cans chocalatinos. Black-bashing has be- 
come a popular afternoon sport for Libya’s 
unemployed youths. The rumour that a Ni- 
gerian had raped a Libyan girl in Zawiya was 
enough to spark a spree of ethnic cleansing. 

Some African governments—the bene- 
factors of the colonel’s pan-Africa policy— 
have kept their criticism mute, amid allega- 
tions that ministers have pocketed Libya's 
offers of compensation. Nigeria’s minister 
for co-operation, Dapo Sarumi, has de- 


Sad, and wiser, Nigerians on the way home 





scribed the deportees as “an embarrass- 
ment”. Chad and Sudan have made robust 
protests. But President Jerry Rawlings of 
Ghana was alone in taking action. He flew to 
Tripoli on October 7th and brought 250 Gha- 
naian workers home the next day. 

Libyans will be hoping that they have 
not just ousted the migrants, but have also 
ousted Colonel Qaddafi's hated pan-Africa 
policy.Only last month,in frontof 11 African 
leaders, he was preaching open borders and 
asinglecurrency. The United States of Africa 
was due to be declared in his home-town of 
Sirte next March. It is now hard to see African 
heads of state rushing back to Libya. 

Observers detect yet another u-turn in 
theoffing. As his Africa policy unravels, Col- 
onel Qaddafi is back befriending the Arabs, 
with visits this week to Jordan, Syria and 
even his old foe, Saudi Arabia. In their ram- 
page on migrant workers, the Libyan mob 
spared Arabs, including the 750,000 Egyp- 
tians. Now that the uN's sanctions have 
gone, the African states who dared break the 
air boycott have served their purpose. The 
more lily-livered Arab states, who shunned 
Libya, can now perhaps be forgiven, under 
the latest banner, Arab-African unity. 
= 





Zimbabwe 


Next, Bobodan? 


HARARE 


T IS increasingly tempting to observe the 

fate of Slobodan Milosevic and then won- 
der about Robert Mugabe's future. Plenty of 
Zimbabweans are doing it. The opposition 
leader, Morgan Tsvangirai, has called Mr 
Mugabe “the Milosevic of Africa”. This is be- 
cause he has ruined the country’s economy, 
involved it in the disastrous Congolese war, 


THE ECONOMIST OCTOBER 14TH 2000 


URO REG (BENE 








\\ 


ү [He RAPID RISE TO ELITE STATUS 


SkyTeam” offers you more opportuniti 
to earn elite frequent flyer statu 
With SkyTeam’, any miles you earn t 
a qualifying flight", count toward eli 
level status. So every time your pla! 
takes off, your mileage climbs with 


For more information visit skyteam.co 


AM: 
ae 


У 
х 
Ф 
Caring more about you 


^u AEROMEXICO. AIR FRANCE 
amar, um 


А Delta KSREAN AIR 


*Qualifying flight for elite accrual is any SkyTeam” member 
coded flight that is eligible for frequent flyer mileage credit. 





PROFITS & PRINCIPLES 





OR MAKE A DREAM COME TRUE? 


NE. qmm. ж uo ? 


Ignoring alternative energy is no alternative. Keeping pace 
with the world's accelerating demand for energy and 
supplying power to remote areas require Shell to pursue 





renewable resources like solar, biomass and wind energy. 


We established Shell International Renewables with a 
US$500 million commitment to develop these new 
opportunities commercially. One of our goals is to make solar 
energy cheaper, more efficient and more accessible 

both for businesses and homes. It's part of our commitment 


to sustainable development, balancing economic 


, 


progress with environmental care and social responsibility. 


So with real goals and investment, energy from the sun 


can be more than just a daydream 


WE WELCOME t INPUT. CONTACT US ON THE INTERNET AT WWW SHELL 





EMAIL US АТ 'TELL-SHELLO SI. SHELL COM’ OR WRITE TO US АТ: THE PROFITS & PRINCIPLES DEBATE 


SHELL INTERNATIONAL LTD, SHELL CENTRE, LONDON SE! 7NA UK 


@ of the largest integrated financial services organisations in the world, and is regulated by the SFA for the conduct of investment business in the UK. 





4 
K 


d ІМС. Ж BARING 


in a wor 


vyww.ingbarings.com 













ndi icd the ше parliamentary election. 
irst Milosevic, next Mugabe,” said a seeth- 
lorry driver this week as he waited in one 
f Harare’s ubiquitous fuel queues. There are 
barbed references to “Bobodan” Mugabe. 
< The comparisons have become so wide- 
"spread that the state-owned Herald recently 
felt obliged to run a leader entitled "Stop 
drawing erroneous lessons,” the main effect 
of which was to draw attention to the simi- 
larities between the two men. 
Now Mr Tsvangirai is stepping up the 
с pressure. At a recent rally to mark the first 
"e anniversary of his Movement for Demo- 
















15. 20,000 roared their approval. 
e Mr Tsvangirai quickly explained that he 
Ваа only meant that, by clinging to power, 
Mr Mugabe risked a violent overthrow, not 
that the Movement for Democratic Change 
would be the wielder of violence. To no avail. 
The state-controlled parts of the media be- 
` gan calling for Mr Tsvangirai to be charged 
|": With treason. Preparations were made to ar- 
rest him on his return from a visit to South 
Africa. Soldiers and policemen ringed Ha- 
rare’s airport. But Mr Tsvangirai cunningly 
slipped into the country in a private aircraft. 
He then repeated his call for Mr Mugabe to 
resign, and telephoned the police to say they 
could arrest him at his home. He was ques- 
toned for two hours. But charges of “inciting 
violence” against three of his members of 
_ parliament were dropped. 


Amnesty 


. «Mr Mugabe thereupon illustrated his own 
“idea of the rule of law by issuing a sweeping 
amnesty for politically motivated crimes 
4, committed during the parliamentary elec- 
~ tion campaign, in which more than 300ppo- 
sition supporters were killed and thousands 
more badly beaten. The amnesty does not 
apply to people charged with murder and 
rape, but the police have neglected to inves- 
tigate many allegations of such crimes. A 
further slap in the opposition’s face is the 
government's announcement that some of 
«7 those. covered by the amnesty—the “war 
` Veterans” who occupied many white- 
owned farms earlier this year—are to be 
~ made members of the army reserve. Thatin- 
|. ereases the authority of a group of people 
who brutally intimidated rural Zimbabwe 
during the election campaign. 

The same attitude has shown itselfin the 
government’s reaction to a decision by the 
Supreme Court striking down the state’s mo- 
nopoly on radio and television stations. An 
independent station, Capital Radio, 
promptly appeared on the air and attracted 
listeners with its lively music. When the gov- 
ernment denounced it as a "pirate" station, 

i, even more people tuned in. Within a few 
«days the police had closed the station and 
Seized its equipment, despite court rulings 

` thatits broadcasts were entirely legal. 





E ECONOMIST OCTOBER 14TH 2000 


: ; cratic Change, he called on Mr Mugabe to re-.. . 
-sign or risk being overthrown. The crowd of: 


Tsvangirai senses a precedent 


While Mr Mugabe tries to hold the politi- 


cal front line, Zimbabwe's economy contin- 
ues to plummet. A chronic fuel shortage has: 


hampered industry and transport for nearly 
a year. More factories are working a three- 
day week; some have just shut down. There 


are squeezed by 60% inflation. Peasant farm- 
ers are equally unhappy: despite producing 
a bumper maize crop and delivering it to the 
state’s Grain Marketing Board, they have re- 
ceived no cash because corruption. hi 
bankrupted this linchpin of Zimb 
farm-based economy. 

As the economy squeezes Mr Mugabe, 
Mr Tsvangirai and his party will continue 


their pressure on the president either to hold 


an early election or to resign before his presi» 
dential term ends in April 2002. Zimbab- 
weans are famously patient, and they: may 
not yet be prepared to take to the streets to 
bring an end to Mr Mugabe's government. 
But neither, it so recently appeared, were the 
Serbs. It seems increasingly unlikely that Mr 
Mugabe will see out his term in office. 

POSERTE ha ie eS САН tet i ech A 


Côte d'Ivoire 


You failed 


T IS, Afrosceptics will say, the usual story. 

A dithering civilian government is kicked 
out by the men in khaki. The soldiers pro- 
mise a new constitution and a fair election, 
but then rig both in the interests of their own 
man, and brush away the opposition. Out- 
siders throw up their hands in despair. The 
country proceeds on the road to ruin. Cóte 
d'Ivoire was not long ago, by African stan- 
dards, a stable and prosperous country. But 
recent events suggest that the chances of a 
fair vote in the presidential election due on 
October 22nd are next to nil. 


- pay for the election; France, the old colon 
_ power, nodded its approval of events. 


.. and one led by Alassane Ouattara, a fo 


is increasing bitterness in the cities as people. . 


. him running, has tried to contest his nat 










The election was pod: to bring. 
swift, and relatively smooth, transition 
democracy. Ten months ago a military co 
the country's first, removed from power thi 
political party that had, with increasin 
heavy-handedness, governed Cote d'Ivoire 
since it became independent до years а 
July the soldiers, proclaiming their dem 
cratic good intentions, put a new constit 
tion to the voters, 86% of whom approved 
Then, 19 candidates threw their hats 1 
ring to-run for the presidency. Ameri 
he European Union said they would help 









liamentary and. local elections were sc 
led for later this year. ; 
... Then things went wrong. General R 

Guei, the military ruler, got dubious a 


. letting people vote for whomever 
; wanted. On October 6th, the two most pi 







ular parties —thatof the ousted governm 





prime minister who later worked for th 
imF—were told by the Supreme Court that 
they could not put up candidates. General 
Guei will now be able to romp homie дш 
four minor rivals. 










Thesouth againstthenorth 
The exclusion of Mr Ouattara is particula 
explosive. A Muslim from the north. of 
country, he posed a challenge to the lc 
dominance of the southerners. All this y 
he military regime, in an attempt to st 
























ty: he really comes from Burkina Faso, 
says. He retorts that he is a true Ivorian. E 
pecting unrest, the generals announ ed 


:state of emergency. 


‘Other West African governments. а 
-concemed that the tension may lead t 
repetition of the violence earlier this 
against the am-plus migrant workers in Cate 
d'Ivoire. America and the European Union 
suspended their electoral aid. Mr Ouatta 
has called the ruling a “farce”, and says the 


` election will “legalise dictatorship”. He has 


also told: his supporters to stay: ind 


‘Those words, a curfew and a lot of sol 


on patrol have kept the streets calm. Still, the 
northerners’ anger has shown itself el 
where: on October 9th protesters smash 
their way into the country’s Paris embas 

The two big parties are likely toca 
boycott of the vote. For his part, Gener: 
Guei has spoken, disingenuously, of his sa 
ness that Mr Ouattara cannot compet 
election. But itis like exams atschool, he sar 
“Some fail, some pass.” Some Ivorians, 
least in the south, may let him get away wi 
that. But he risks angering the northern 
and disappointing everybody who. had 
hoped for genuine democracy. Even former 
members of his junta have given warning 
grave troubles ahead. Those dubious ex 
could endanger the whole school. 7 













Picture yourself 
in a lasting partnership. 





| Kazakbstan, 6 years 








China, 20 years 





Venezuela, 57 years 


ir partnerships span forty, fifty, sixty years and more. 


oil, gas and chemicals. They involve everything from 





thing in common: a commitment to be there for the long term. 


Chevron 


The symbol of partnership. 


www.chevron.com 





new plants to helping develop entire industries. But they Nl 


A rum bunch 
Poland's presidential election 


Party 


Alexander Kwasniewski Democratic Left Alliance — 


Platform 
Ex-communist turned social democrat 


Ex-finance minister; businessman; ex-spy 


Solidarity Electoral Action Pro-Solidarity government and 
pro-church 


NECI 


; "traditional values” 
rotamer, allied to excommunists - 


e TUA s Мн o TEN EHE 


The changing Poles 


WARSAW 


The re-election of an ex-communist as Poland’s 
Poland is against reform. Rather, it highlights the 


T FIRST glance, it is bizarre that the hero 
of Poland’s triumphant struggle to 
shake off the yoke of Russian-imposed 
communism, Lech Walesa, should have re- 
ceived a pitiful 1% of the vote in the presiden- 
tial election on October 8th, while a former 
minister from the woebegone communist 
era, Alexander Kwasniewski, should have 
taken 54%, thereby winning in a resounding 
first-round knockout. Moreover, Marian 
Krzaklewski, who heads the Solidarity 
movement at the heart of the current gov- 
ernment of the right, failed ignominiously 
even tocome second: his 16% put him in third 
place, behind a plague-on-both-houses in- 
dependent, Andrzej Olechowski, the only 
man (there were no women) among the 
dozen runners to confess openly that he had 
spied for the secret service in communist 
times. What is Poland coming to? 

Actually, it is doing rather well. The 
economy is pretty perky. Reforms are going 
ahead, albeit messily. Progress towards Eu 
membership is more visible than before. 
Candidates of the unreconstructed left, ra- 
bidly nationalist or Catholic-fundamental- 
ist right were all thrashed. And the vote for 
Mr Kwasniewski was as mucha vote for con- 
tinuity and reform as it was a rebuff to the 
ruling right, whose main sin is that it is badly 
divided, awkwardly led, and somewhat 
adrift as it struggles to push through unpop- 
ular changes. 

Indeed, the re-election of the chubby, 
chameleonic Mr Kwasniewski did not par- 
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resident does not mean 
isarray on the right 


ticularly upset most of Poland's conserva- 
tives, though it was galling for them to wit- 
ness the smoothness with which he has slid, 
over the years, from pro-Kremlin appa- 
ratchik and Soviet foreign-policy stooge to 
free-marketeer and ardent advocate of Po- 
land's entry into NATO (completed last year) 
and into the Eu (achievable, with luck, with- 
in four or five). Most Poles concede that Mr 
Kwasniewski is skilled at forging consensus, 
good at his job. His first-round vote rose by 
nearly 20 points, from 35% in 1995. 

Besides, his chief opponent, Mr Krzak- 
lewski (pronounced Kshack-lefski) man- 
aged to look both dull and conceited, as well 
as backward-looking; his decision to run for 
president while eschewing a job in his own 
movement's government smacked, in many 
Polish eyes, of cowardice. Above all, Mr 
Krzaklewski sought to reopen past divisions, 
which most Poles now want closed, and tied 
himself too slavishly to the church. 

The contest's surprise was the tall, ur- 
bane Mr Olechowski, a former state statisti- 
cian who had done well as both finance and 
foreign minister in an early post-communist 
government. He won the vote of many dis- 
enchanted intellectuals, businessmen and 
youngsters who found both the leading par- 
ties’ candidates distasteful. 

Poland's president, in any event, is far 
from omnipotent. Hecan veto bills in parlia- 
ment, and appoints such figures as the heads 
of the army and the security service and se- 
nior diplomats. But the prime minister, cur- 





rently Jerzy Buzek, generally outbids him. 

Still, Mr Kwasniewski's re-election is a 
big boost for the left-wing opposition. Mr 
Buzek's government is a shaky minority one, 
made up of four main factions lumped to- 
gether as Solidarity Electoral Action, known 
by its Polish initials Aws. Its abiding trouble is 
that it has too many strands—trade-union- 
ist, Catholic, liberal, nationalist, farming and 
more; and rides too much on its leaders' past 
record against communism. 

In June, a partner in the ruling coalition, 
the socially and economically liberal Free- 
dom Union, left the government—a blow, 
sinceits leader, Leszek Balcerowicz, had pro- 
vided the cutting edge of reform as both fi- 
nance minister and deputy prime minister. 
The liberals were feeble in failing to put up a 
presidential runner; many of their voters 
plumped for Mr Olechowski. 

Next month, the Freedomites may—or 
may not—vote against the Aws-drafted bud- 
get; that would topple the government and 
lead to an early general election, next spring. 
Even if Mr Buzek and his buffeted adminis- 
tration stagger on, an election must take 
place by October next year. The ex-commu- 
nist left is miles ahead in the opinion polls. 

Mr Buzek has not done badly. His gov- 
emment has embarked on four clutches of 
reforms—in education, health, pensions and 
local government—and has made progress 
in most of them; the health-care ones are 
tangled, and frighten a lot of Poles, especially 
the poor. 

If a new government of the centre-left 
takes over, led probably by yet another wily 
ex-communist apparatchik turned social 
democrat, Leszek Miller, it will almost cer- 
tainly head in the same direction, perhaps 
shelving some of the health plans and slow- 
ing down some social reforms. Tantalisingly, 
however, it is possible that Mr Miller's (and 
Mr Kwasniewski's) lot could team up with 
the liberal Freedom Union, as they have al- 
ready done in Warsaw's city council, per- 


65 


zy 


EUROPE 


po UNA mmm n 








Poland's angry second nation 


LUBLIN 


¢ E ARE becoming two nations,” is 

the grumpy mantra of Poles fret- 
ting that the gap between the quarter of the 
population who live in villages (many of 
them on some 2m family farms) and the 
countrys more go-ahead townsfolk is 
widening. And a second gap yawns too: 
between thecountry's west, which is being 
pulled ever closer to Germany, and the 
east, abutting shabby, shaky Ukraine and 
squalid, ill-governed Belarus. 

The region around Lublin, in the south- 
east, borders both those countries. Over 
half its 2.2m people are involved in farm- 
ing—nearly all ona tiny scale. It has 200,000 
farms—as many as in the whole of Britain. 
The farmers say practically nothing turns a 
profit these days, except perhaps sugar- 
beet, which you see piled high on carts, of- 
ten pulled by shaggy-maned horses. Few 
locals expect the Eu to subsidise them 
when Poland joins it. Most villagers al- 
ready seek work, at least part-time, in the 
towns. Technocrats in Warsaw and Brus- 
sels are scratching their heads to find ways 
of providing alternatives. 

It will be hard. Already unemploy- 
ment in and around Lublin is above 15%, 
and probably twice that if 
you include the underem- 
ployment of people sub- 
sisting in the villages; in 
some parts of the region 
the official figure is higher 
than one-third. Many of 
the young go off to find 
jobs on building sites in 
Warsaw, where there is 
virtually full employ- 
ment. Some barter their 
crops for consumer goods. 
Where jobs can be found, 
monthly wages are much 
lower than the Polish av- 
erage of $330a month. 


Few people expect much good from 
foreign investors, who are thin on the 
ground in and around Lublin. At the Za- 
prasza bar, a dank and windowless hos- 
telry in the nearby village of Tomaszowice, 
the owner complains that foreigners— 
mainly Germans—have bought nearly all 
Poland's breweries, and then get their hops 
from abroad; hop-gardens nearby are de- 
relict. Waldemar, who has a 3.5-hectare 
(8.6-acre) plot, can only afford a horse to 
pull his plough; in the week, he works for a 
mineral-water plant bought by Perrier, а 
French company, earning $286 a month. 
Tadeusz, the village football team's goal- 
keeper, works 12-hour shifts as a welder in 
a Daewoo car factory, one of Lublin's few 
foreign ventures, getting $280 a month. He 
works flat-out throughout the weekend, 
currently harvesting the sugarbeet on his 
eight hectares. A third of his wages go on 
his daughter's fees at university, where she 
studies ecology, a popular subject these 
days, with the eu making big demands on 
Central Europe to clean up. And they are 
the lucky ones. 

Education is at the heart of impover- 
ished eastern Poland's worries: how to 








haps shedding their allies in the Peasants’ 
Party. That would yank them more firmly in 
the direction of continuing radical reform. 
Indeed, quite a few ex-communists these 
days are more market-minded than many 
Solidarity types. 

The same pattern can be seen in attitudes 
towards Poland’s bid to join the European 
Union. All the main parties view eu mem- 
bership as Poland's top priority, but the 
Peasants’ Party is warier than the others. 
There are some 2m family farms, though less 
than half of them provide a full livelihood. 
More than a quarter of all Poles have links 
with farming. In the next decade or so, that 
number will shrink drastically. Few Poles 
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believe that their farmers will benefit from 
the ко common agricultural policy as 
handsomely as farmers in France and else- 
where in the West have done. Polish steel- 
workers have dwindled, too, from nearly 
200,000 to 60,000 in the past few years. The 
outlook for coalminers is similar. Rustbelt 
workers who vote both for the ex-commu- 
nists and for Solidarity are wary of the EU. 
But support for joining the Union is still 
strong. The presidential election showed 
combined support for candidates hostile or 
even lukewarm to the idea to be tiny. “We 
can't beon the edge of European civilisation 
and development,” says Mr Miller. “We 
must modernise ourselves—and we can't do 


raise standards and productivity, with 
scant cash in hand. Local officials want to 
diversify the rural economy, through agro- 
processing and farm co-operatives, while 
keeping the land "green and natural", in 
the words of Arkadiusz Bratkowski, a re- 
gional administrator. They also look to 
border trade—western Ukraine's capital, 
Lvov (Lviv to locals), is only three hours' 
drive away—and make much of the Lublin 
area's potential as a bridge between west 
and east. The Eu has even set up a Bug re- 
gion economic plan, after the river that 
marks Poland's border, to help draw bits of 
Poland, Belarus and Ukraine together. 

But the grim state of the Ukrainian and 
Belarussian economies does not help east- 
ern Poland. Besides, the eu will soon draw 
a new visa-strict curtain around eastern 
Poland, once it forms the Union's new bor- 
der, hampering trade still more. In the short 
run, though, the local economy may be 
boosted by the high-tech border controls 
being set up to keep out illegal Slav and 
other migrants. So the locals hope, anyway. 

Eurosceptical candidates did better in 
the presidential poll here than nationwide. 
Jaroslaw Kalinowski of the Peasants’ Party, 
who has been allied to the more reformist 
ex-communists, won 15% of the vote here 
(but only 2% in the more prosperous west), 
while another much fierier farmers’ fire- 
brand, Andrzej Lepper, 
who wants toemulate the 
fiercest of his French 
counterparts, got 8% 
around Lublin (and 3% 
Poland-wide). They are 
deeply suspicious of the 
EU, oppose large-scale 
farming and dislike the 
idea of foreign ownership. 
And they hate the picture 
often painted of them as 
backward and primitive. 
“The Dutch should learn 
from us”, says a local offi- 
cial, just back from the 
Netherlands. 





it alone.” Mr Buzek certainly concurs. 

Nonetheless, Poles are getting pricklier 
about what they see as the eu’s harshness, 
especially to their farmers, who feel done 
down by subsidised imports of food from 
the West. Yet, at the end of the day, the proud 
Poles also know, unhappily, that they are 
supplicants to the eu. Whether the main- 
stream of the left or right is in charge, most 
accept that adjustment will be painful, nec- 
essary, and largely on the terms of those al- 
ready in the club. On that, Messrs Kwas- 
niewski and Buzek are agreed. The 
presidential election has merely underlined 
that reality. 
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Lithuania 
Small wonder 


OW much has really changed? At first 

sight, that may be the reaction to Lith- 
uania's parliamentary election on October 
8th, which put a pro-NATO, pro-EU, pro- 
market, centre-left coalition into power, re- 
placing a conservative government that be- 
lieved in almost exactly the same things. But 
the latest events in Lithuania are a sign of the 
times across Central Europe, to which this 
Baltic country is aspiring with some success 
to belong. 

For the election marks an important 
generational shift, with young and middle- 
aged politicians replacing crotchety veter- 
ans. Most notably, the man who led Lithua- 
nia in regaining its independence ten years 
ago, ex-President Vytautas Landsbergis, has 
been sidelined by his conservative party's 
collapse to just 8% of the vote. Although 
nominally the party leader, the prickly for- 
mer music professor, 68 next week, was 
made to stay quiet for most of the campaign. 
He may hand over the party's leadership to 
Andrius Kubilius, 43, the outgoing prime 
minister, whose efforts to steady the econ- 
omy and restart reform since he took over in 
1999 were not enough to make up for the 
sleaze and incompetence with which his 
party had become associated. 

Another blast from the past was Algirdas 
Brazauskas, who, at the start of Lithuania's 
struggle for independence, led the republic's 
communist party in a spectacular split with 
the Soviet Politburo in Moscow. Beefy and 
old-fashioned, he came out of retirement to 
lead his renamed Social Democrats into the 
election fray. In the event, he did pretty well 
to scoop the most votes, getting 51 seats in the 
141-member parliament. But that was too 
few to hand him the government. 

Instead, the prime minister is likely to be 
another of the younger generation, Rolandas 
Paksas, 44, an amateur stunt pilot who leads 
the strongly pro-market and notably youth- 
ful Liberals. A can-do mayor of Vilnius, the 
capital, he served briefly as a conservative 
prime minister in 1999 before resigning to 
join the Liberals. Honest, modest and down- 
to-earth, he is bent on squeezing Lithuania’s 
growth-killing bureaucracy. The Liberals, 
with 17%, did better than most people ex- 
pected, winning 34 seats. 

Their coalition partners are a populist 
bunch headed by a former prosecutor-gen- 
eral, Arturas Paulauskas, who is set to be- 
come parliament's speaker. Mr Landsbergis, 
who currently holds that job, loathes him, 
and has claimed that Mr Paulauskas is a Rus- 
sian-paid stooge—a charge Mr Paulauskas 
strenuously denies. 

There is certainly a lot of odd money in 
Lithuania, much of it introduced by corrupt 


THE ECONOMIST OCTOBER 14TH 2000 


mox wee a 


governments of the past. The finances of 
Lithuania's clapped-out but lucrative oil re- 
finery at Mazeikiai, whose recently sacked 
general director was mysteriously kid- 
napped this year, are also odd: businesses 
thatdepend on cheap Russian energy have a 
lot of cash to play with. As in the United 
States, some big companies back all the ma- 
jor contenders for political power. 

Now there is a chance that Lithuania's 
3.7m people will have their cleanest as well 
as youngest bunch of rulers since regaining 
independence. Top of their agenda is to ex- 
port more to the West and get more foreign 
investment. On both counts, Lithuania lags 
behind its Baltic neighbours. And the gov- 
ernment must try to catch up the front-run- 
ners in the queue to join the eu. 

The new coalition will anyway depend 
on small parties for its majority, and Mr 
Paulauskas’s own group is held together by 
little more than his own mercurial personal- 
ity. That could mean more uncertainty and 
stalled reform. But Lithuanian politics 
seems, at last, to be maturing. The country's 
president, Valdas Adamkus, previously an 
American citizen, says that a more civilised 
political consensus is emerging. That marks 
an encouraging change. 

—— В 





Italy 
Right stuff 


CATANIA 


LICK Audis and silver Mercedes cars 

shine in the warm Sicilian sun. Catania's 
beautiful people schmooze around the hotel 
swimming pool. Down below, the sea glitters 
in front of the village of Aci Trezza, where 
Giovanni Verga set his masterpiece of 19th- 
century Italian verismo. Today's crowds 
have gathered to celebrate a lesser book, 
"L'Italia che ho in mente" (the Italy І have in 
mind), written by Silvio Berlusconi, leader of 
Italy's right-wing opposition, and published 
by hisown publishing house. With a general 
election due in six months, and the left hav- 
ing only just found a candidate for prime 
minister in 2001—the mayor of Rome, 
Francesco Rutelli—a self-confident Mr Ber- 
lusconi may feel hecan be excused for taking 
a proprietorial attitude to Italian politics. 

He, after all, is no novice. 
After inventing his own 
party, Forza Italia (Let's go, It- 
aly), in early 1994, becoming 
prime minister three months 
later and losing the job at the 
end of that year, he has be- 
come wiser and shrewder. 
Although he lost the 1996 
general election and has had 
a few notable brushes with 
the law, he has not only kept 
control of his own party but 





Berlusconi bids 


Um m 


has extended his reach throughout his co- 
alition. This includes Gianfranco Fini's post- 
fascist National Alliance, which is popularin 
the south, and Umberto Bossi's once-sepa- 
ratist and still influential Northern League. 
Rivalries between the three brought down 
Mr Berlusconi in 1994. But this time he is 
stronger, and his allies are weaker. 

Moreover, he has a plan which he spells 
out happily, not just in his new book, but in 
interviews, in magazine articles and on huge 
posters scattered around Italian cities. A 
beaming Mr Berlusconi, with surprisingly 
luxuriant hair, among other things promises 
"safer cities". Fear of crime, especially linked 
to immigration, is indeed something his co- 
alition intends to exploit. 

Another priority is to overhaul the tax 
system. According to Giulio Tremonti, a Mil- 
anese lawyer and the architect of the alliance 
with Mr Bossi's Northern League, Italians 
should suffer far fewer taxes; inheritance tax 
should be abolished; the Internet should be 
left alone; and so should companies’ profits, 
when reinvested. This would be expensive, 
butelectorally popular. 

More controversial are proposals to 
bringin more private-pension provision and 
to shake up the labour market. Mr Berlus- 
coni also plans to encourage more part-time 
and flexible jobs—which already account 
for nine-tenths of new ones—and to set up 
three big Internet portals for job-seekers, by- 
passing traditional state-run job centres. 

Promises to modernise Italy's infrastruc- 
ture include plans to build a new motorway 
between Florence and Bologna (which will 
annoy Italy’s greens), to put right the road be- 
tween Salerno and Reggio Calabria, on Italy's 
toe, and to build (after decades of argument) 
a bridge over the Messina Strait. Mr Berlus- 
coni even has a slogan to please the poorer 
south: “Testa, terra, turismo" (Head, land, 
tourism). The aim is to train young southern- 
ers in modern technology, to invest more in 
farming and food industries in the south, 
and to turn it into a tourist heaven. Today it 
attracts only one-fifth of Italy's tourists. 

If, as polls predict, the right wins the gen- 
eral election, how much of this may happen? 
Probably rather little. The majority of Mr 
Berlusconi's troops are quite happy with the 
status quo. They have ducked chances to 
support reform of the retail trade (allowing 
longer hours) to weaken professional 
monopolies and to reform 
banks. When the prime min- 
ister, Giuliano Amato, pro- 
posed to sell off the first two 
channels of Rar state televi- 
sion, and finance the third 
channel with a licence fee, 
Mr Berlusconi joined forces 
with left-wingers and said 
no. He wants to keep public 
television as it is, since he 
owns most of private televi- 
sion; and he sounds quite 
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happy with the present duopoly. 

Mr Berlusconi's allies are unlikely to 
push for such reforms either. Mr Fini is no 
liberal; his National Alliance is strong among 
the lower-middle classes of the south, who 
are suspicious of market reform and happy 
with public hand-outs. And the Northern 
League's Mr Bossi could not care less about 
the south, which for his purposes starts far 
north of Rome, along the river Po. 





Germany 


Eyes left 


BERLIN 


UST as Germany contemplates outlawing 

the far-right National Democratic Party, so 

its chancellor, Gerhard Schroder, seems to 
be flirting with a far-left party, the ex-com- 
munist Democratic Socialist Party (pps), that 
many Germans find equally obnoxious. Last 
year Mr Schróder had vehemently ruled out 
co-operation at national level with the suc- 
cessors to East Germany's communist party, 
but last week he had a "private" lunch with 


Lothar Bisky, the outgoing leader of the pps. , 


Might he be eyeing the ex-communists as 
potential coalition partners? 

Both sides claim not. It had been merely 
“a conversation between two civilised peo- 
ple,” Mr Bisky beamed. Yet earlier this sum- 
mer Mr Schroder offered for the first time to 
include the pps, which holds 37 of the Bun- 
destag’s 669 seats, in government-led “con- 
sensus talks”, in return for their support in 
pushing his tax reforms through parliament. 

In the ten years since East Germany’s 
collapse, the pps, rising from the old com- 
munists' ashes in 1990, has seen its share of 
the vote in Germany's five eastern states 
climb to 20-25%, entered a state government 
for the first time (їп Mecklenburg-West 
Pomerania) and won seats in the European 
Parliament in Strasbourg. The party says it is 
committed to Germany's constitution, a 
market economy and European integration. 
Still, most of its leaders are ex-com- 
munists—a fact gleefully exploited by its op- 
ponents. Angela Merkel, leader of the Chris- 
tian Democrats, hastened to condemn Mr 
Schróder's lunch with Mr Bisky, claiming the 
Social Democrats were “abandoning our 
country's basic anti-totalitarian consensus". 

Last month, the Office for the Protection 
of the Constitution in Baden-Württemberg 
denounced the pps as a left-wing extremist 
party. The party in that (western) state has 
indeed been taken over by unreformed 
communists and militant pacificists at odds 
with their reform-minded national leader- 
ship.When Mr Bisky and Gregor Gysi, the 
pps’s founder, announced last spring their 
intention of stepping down as party chair- 
man and parliamentary leader respectively, 
some feared the hardliners might take over. 
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Belgium's Dewinter of discontent 


BRUSSELS 


HE titles of Filip Dewinter's three 

books, “Our People First", “We Stand 
Alone", and “Masters in Our House", tell 
asmuch as most people will want to know 
about his political views. He believes that 
immigrants are swamping his country, 
Belgium, and his home city of Antwerp in 
particular. He wants no more “non-Euro- 
peans" let in. Those already there should 
“assimilate”, or, better still, get out. 

Such views have helped make Mr De- 
winter one of the most popular politicians 
in Flanders, the Dutch-speaking northern 
half of Belgium. His party, the Vlaams 
Blok, talks an inflammatory mix of xeno- 
phobia and Flemish nationalism. In local 
elections this week itcon- __ 
tinued its seemingly irre- 
sistible rise. 

In Antwerp, the main 
city of Flanders, the Blok 
took 33% of the vote, a re- 
cord five percentage 
points more than it won in 
the local elections in 1994. 
In another Flemish city, 
Mechelen, it won 26%, up 
from 20% in 1994. 

The other main parties 
promised at once to form a 
coalition in Antwerp, as 
they did in 1994, to exclude the Blok from 
thecity government. But Mr Dewinter, 38, 
has timeon his side. And his party profits, 
it seems, from the tactics against it. Its rise 
in Antwerp poses a dilemma that may 
soon echo across Flanders. 

The Blok has some unpleasant ideas, 
and attracts some unpleasant people. The 
argument for shutting it out of govern- 
ment is that the voters will abandon it 
when they see that it has no direct access 
to power. Butin practice, that has not been 
the result. By closing ranks against the 
Blok, the other parties have given ita mo- 





Instead, on October 2nd Roland Claus, 
the party's parliamentary business manager 
for the past two years and a close associate of 
Mr Gysi, was elected parliamentary leader. 
At the party's congress due to be held on Oc- 
tober 14th, Gabriele Zimmer, the parliamen- 
tary leader in the eastern state of Thuringia, 
was due to become chairman. Both are in the 
Gysi-Bisky mould, though neither has the 
wit or eloquence of Mr Gysi, who has in ef- 
fectled the party for the past ten years. 

Despite Mr Gysi's personal charm, party 
membership has dived from 300,000-odd 
nine years ago to under 90,000 now. Some 
60% of these are over 60, only 4% under 30. 
Riven by internal disputes, the party has also 





Keep them out! 


nopoly on the protest vote. They have 
made it attractive to people dissatisfied 
with the status quo for all sorts of reasons. 
The process mirrors the one that this year 
helped propel Jörg Haider's far-right Free- 
dom Party to power in Austria. Mr De- 
winter takes heart from that precedent, 
though he thinks Mr Haider too moderate. 

Doubtless, many of those who voted 
for the Blok this week did have “fear, in- 
tolerance, plain racism and law and or- 
der” on their minds, as one Flemish news- 
paper claimed. But some may have been 
decent people moved more by Belgium’s 
high tax rates. Flemings dislike both the 
size of the tax burden and the sense that 
they subsidise the French- 
speaking, southern half of 
the country, where unem- 
ployment is higher and 
wages lower. Other voters, 
doubtless, were protesting 
against the Belgian system 
in general, with its lack of 
openness and account- 
ability, its huge weight of 
bureaucracy and its bad 
public services. 

Indeed, the Blok might 
have done even better, 
save that a new federal 
government, led by Guy Verhofstadt, a 
Flemish liberal, has started bringing tax 
rates down and shaking the bureaucracy 
up. As a result, liberal parties shared the 
gains in this week’s elections. 

The economy has been doing well too, 
growing this year at a rate of nearly 4%. If 
this carries on, and if Mr Verhofstadt does 
not lose his touch, then support for the 
Blok may be held to a level that is merely 
embarrassing and uncomfortable, not 
outright catastrophic. But any faltering, 
and the Blok stands to benefit. Mr Dewin- 
ter may be mayor of Antwerp yet. 


failed to extend itself to the west, where it at- 
tracts less than 2% of the vote. 

Mrs Zimmer says her party could not 
support the present course of Mr Schroder's 
government, while Social Democrats in the 
east worry that giving the pps more respect- 
ability might only harm their own electoral 
chances. And for now Germany's wily chan- 
cellor has no intention of ditching his Green 
coalition partners. However, asked earlier 
this year about bringing in the Free Demo- 
crats (liberals) in place of the Greens, he said: 
“The good thing about options is that one 
has them and can use them when it is appro- 
priate.” That could apply to the pps too. 
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„| of the army has cancelled a trip to 
|. Washington--after excoriating the 
| Americans for their own dirty past. 

| The Americans, it is widely said, 
"should be frozen out of future arms 
. deals. Tansu. Ciller, a former prime 
'ministerand now leader of theconser- 


“the Incirlik air base, from which 
‘American aircraft monitor northern 
` Iraq, should be shut down “for re- 


| phobic fury has kept almost silent: 


`. ing to reinvent himself, in style at any 
< rate, in the hope that he will oneday be 


* not so many years ago, сап no longer 





HE Turks are going through one of their bouts of feeling lonely 

and unloved, despite their government's proclaimed enthusi- 
asm for doingeverythingitcan to modernise the country and tug it 
westwards, with a view to joining, one day, the European Union. It 
is bad enough, most Turks feel, to be constantly nagged by high- 
minded Europeans into being soft on disaffected Kurds and on Is- 
lamists seeking to overthrow Turkey's secular order. And it is 


7 ghastly to be harangued by lobby groups around the world for 


massacring rebellious Armenians some 85 years ago in the last 


1 days of the Ottoman empire. At least the Americans have usually 
|. been understanding allies. But now even they have succumbed to 
Turkophobia; or so it seems, by letting the House of Represen- 


tatives’ Foreign Affairs Committee pass à resolution condemning 


|. Turkey for “genocide” against the Armenians. 


Turkish leaders have howled with 
rage. The left-of-centre prime minis- 
ter, Bulent Ecevit, has fumed. The head 


vative opposition, has suggested that 


pairs". For good measure, some 30,000 
Armenians working in Turkey should, 
she adds, be kicked out. 

But the one Turkish politician who 
would once have led a chorus of xeno- 


Devlet Bahceli. What is the leader of 
Turkey's far-right National Action 
Party, who is a deputy prime minister 
in the ruling coalition, up to? 

The short answer is that he is try- 


Turkey's prime minister. And at the 
present rate that idea, preposterous 


be laughed out of court. 

His main tactic, plainly, is to shift his party towards the middle 
ground and make himself more acceptable to middle-class Turks, 
while continuing to curry favour with the generals, who still have 
the last word on many big matters. Only three years ago, they 
squeezed the country’s first Islamist government out of power be- 
cause they thought it threatened to overturn the legacy of Kemal 
Ataturk, the founder of Turkey’s secular state. Playing his new 
moderate hand, Mr Bahceli has happily broken old promises by 
agreeing, among other things, that the death sentence against the 
rebel Kurds’ captured leader, Abdullah Ocalan, should be sus- 
pended. But to please the generals, he reversed his Islamic-vote- 
seeking opinion on the controversial ban on Islamic headscarves 
in government schools and state offices by saying it should be 
kept. The result of Mr Bahceli’s-recent flexibility is that the odd- 
looking coalition of centre-left and far right, which took office two 
years ago, has been much more stable than expected. 

It is an extraordinary turnabout. For the party Mr Bahceli took 


Devlet Bahceli, Turkey's latest political pivot 











over three years ago had been best known for its record of thug- 
gery and violence. In the 1970s its vigilantes, known as the Grey 
Wolves, waged street battles, in which thousands died, against 
left-wing students. This led to the generals’ last actual coup, in 1980. 
Before Mr Bahceli took over, many people in his party were sus- 
pected of killing Kurdish dissidents and of extortion rackets. 

Today, Mr Bahceli’s Nationalists have become, in many eyes, 
almost respectable. In the old days, the generals saw them as unsa- 
voury rivals. Now they may look to Mr Bahceli as a potential ally 
through whom to air their disapproval, especially of the measures 
the eu keeps pressing—a modicum of respect for human rights, no 
soldiers in politics--before membership negotiations can begin. 

But can Mr Bahceli please everyone at once—the generals, the 
Islamists, the old nationalist right, businessmen, the young, econ- 
omic liberals? That is what he is trying 
todo—so far, with notable success. 

Now 52, he was born into a 
prosperous farming clan in the south, 
and honoured by his patriotic parents 
with a first name that means “State”. 
He was educated at a smart boarding 
school for boys in Istanbul before 
studying economics at a university in 
Ankara. Contemporaries found him 
studious and stony-faced. He was 
rarely seen out of a suit. 

It was then that he fell under the 
spell of an arch-nationalist colonel 
and failed coup-plotter, Alparslan 
Turkes, who founded the Nationalist 
Action Party to "save Turkey from 
filthy communists”. Mr Bahceli’s one 
recorded link to violence was in 1978, 
when he lent his car to some Grey 
Wolves who were then caught with a 
cache of guns hidden under some tan- 
gerines; Mr Bahceli said he knew noth- 
ing of their plans. Two of those ar- 
rested now represent his party in 
parliament. 

Since taking over the party after 
Mr Turkes died three years ago, Mr 
Bahceli has got rid of many of its seed- 
ier elements. Its racist and pan-Turkic 
slogans have been toned down. But, however mild Mr Bahceli's 
style, the party's electoral success has been due to its fierce nation- 
alism, especially towards the Kurds. It has also benefited from the 
sympathy it gained from Islamists. Corruption in the mainstream 
parties has helped the Nationalists too: Mr Bahceli is an ascetic. 

He still sounds a nationalist note on such issues as the divided 
island of Cyprus, vehemently resisting concessions to the Greeks. 
But then Mr Ecevit, and most other Turks, are obdurate on that 
score too. Diplomats from Eu countries grumble that Turkey has 
done little, of late, to improve its human-rights behaviour, but few 
blame Mr Bahceli. Indeed, several think that, by muting the far 
right, he has stopped the expected hostility to interference by 
Brussels (as many Turks see it) from being much uglier. 

Mr Bahceli's makeover has certainly, in the short run, helped 
keep Turkey calm. Still, his political antecedents are indubitably 
nasty. He is famously a very private man. He rarely, for instance, 
talks to the press. But what he really thinks about such things as 
democracy or torturing Turkey's enemiesis still an almighty guess. 
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First there were stock prices and movie times online. 

Then there were new business plans and bold new valuations. 
Now, e-business is a part of the basic DNA of every business, 
regardless of size, industry or sophistication. 

Not as "Internet foray,” but as broad strategic plan. 

Not in lieu of business principles, but in search of radically new 
business results. Not as faddish technology, but as basic business 
infrastructure. 


The hype has peaked, but the meaningful change has just begun. 
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BRITAIN 


Scotland after Dewar 


EDINBURGH 


Donald Dewar’s death is a loss to Scotland and Britain 


ITH a.chuckle in his voice, Donald 

Dewar read out to journalists the first 
line of the bill he was to steer through West- 
minster to set up the Scottish Parliament: 
“There shall be a Scottish Parliament.” Witha 
wide grin, he added: “1 like that.” Mr Dewar, 
first minister of the devolved Scottish gov- 
ernment, who died of a brain haemorrhage 
on October nth, was entitled to claim a lot 
more than that. His death, when devolution 
in Britain is still in its political 
infancy and the Scottish Parlia- 
ment is still a querulous child, 
will mean that the devolved 
institutions now face an un- 
steadier future. 

Having held his belief in 
devolution since the early 
1970s, when Labour leaders 
thought of the idea as unadul- 
terated nationalism and re- 
garded him as a dangerous 
subversive, and through the 
Thatcherite 1980s when hopes 
of implementation seemed a 
distant mirage, the 63-year-old 
Mr Dewar could fairly lay 
claim to ownership of the new 
Parliament. As Scots absorbed 
the shocking suddenness of his death this 
week, the “Father of the Nation" title be- 
stowedon him by newspaper headline writ- 
ers seemed unusually apt. 


Coalition man 


His political astuteness was most evident in 
opposition days in 1988. As the shadow Scot- 
tish secretary, he committed a sceptical Scot- 
tish Labour Party to working with other par- 
ties and with civic institutions such as the 
Scottish churches to draw up a devolution 
blueprint in a Scottish Constitutional Con- 
vention. The move bound together both La- 
bour leftists, who saw devolution as a way 
for Scotland to escape Thatcherism, and La- 
bour nationalists, who had begun to fear 
that their party was doomed to eternal op- 
position within Britain. 

More important, it placed the Scottish 
National Party (snp), then resurgent thanks 
to Labour's weakness, on the horns of a di- 
lemma. If they joined the convention, the 
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Nationalists would find themselves bound 
into a devolution scheme and not to their 
cherished aim of independence. If they 
stayed out, as indeed they did, they could be 
accused of scuppering Scotland's chance of 
achieving home rule. 

The move did not just stave off the 
Nationalist threat, it brought Labour and the 
Liberal Democrats closer together. This co- 
operation laid the foundation for the two 





parties (by now, with the snp) to work to- 
gether in the 1997 referendum on establish- 
ing a Scottish Parliament. This campaign, led 
by Mr Dewar, ended in such a crushing vic- 
tory that the Tories instantly dropped their 
opposition to devolution. 

The trust which built up between Mr 
Dewar and Jim Wallace, the Scottish Lib 
Dem leader and deputy first minister, made 
the task of forging a coalition of the two par- 
ties after the Scottish Parliament elections in 
1999 much easier. That trust then released Mr 
Dewar from undue anxiety about handing 
temporary charge of the Scottish executive to 
Mr Wallace this summer when Mr Dewar 
had to undergo heart surgery. Mr Wallace 
impressed as a safe and capable pair of 
hands. There were few Labour worries when 
he took charge again this week. 

The Labour Party has until November 
7th to elect a successor. Mr Dewar's shoes 
will be hard to fill. The inevitable problems 
which beset the coalition never developed 


into full-scale crises because the Lib Dems 
trusted his integrity in looking for a consen- 
sus. His patent decency shored up support 
for the Parliament and the executive, and 
helped to disarm their critics. Similarly, Tony 
Blair had enough faith in Mr Dewar's abili- 
ties to be unworried about policy develop- 
ments in Scotland that might be capable of 
causing him trouble south of the border, 
such as the abolition of tuition fees for Scot- 
tish university students. While Mr Blair, like 
other Labour leaders before him, openly in- 
terfered in Welsh Labour politics, he left 
Scotland pretty much in Mr Dewar's hands. 

Much of Mr Dewar's leadership skill was 
almost unconscious. The power of his intel- 
lect, and his love and knowledge of Scottish 
literature, art and music, meant that he was a 
formidable opponent whose Scottishness 
could not be questioned, much though the 
sNP tried. His passionate com- 
mitment to reducing poverty 
allayed the doubts, in the Scot- 
tish Labour Party and the elec- 
torate, about Mr Blairs New 
Labour project. 


A struggle to succeed? 


Noneof Mr Dewar's likely suc- 
cessors as Labour leader and 
first minister can lay claim to 
the same breadth and depth. 
The likeliest candidate is 
Henry McLeish, the Scottish 
minister for enterprise and life- 
long learning, and мр for Cen- 
tral Fife since 1987, who was 
hurriedly put forward as La- 
bour's chief spokesman by his 
cabinet colleagues. Jack McConnell, a for- 
mer Scottish party secretary, now finance 
minister, may also stand. Mr McLeish has 
solid backing from the trade unions. This 
may deter potential rivals, none of whom 
has experience of electoral politics before 
1999, and could spare Labour the difficulty 
and expense of organising a leadership elec- 
tion, under its complex party rules. 

Once over these hurdles, the new leader 
will quickly have to gain the confidence of 
Mr Blair, Labour's ranks and the Lib Dems. 
The Scottish executive is grappling with acri- 
sis of confidence in the education system 
caused by the failure of the Scottish Quali- 
fications Agency, a quango, to deliver accu- 
rate examination results to secondary- 
school pupils this summer. A parliamentary 
inquiry into the fiasco, with opposition poli- 
ticians gunning for Sam Galbraith, the edu- 
cation minister, is under way. Resolving the 
crisis will be a taxing task. 
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BRITAIN 





Productivity 


Waiting for the new economy 


Unlike America, Britain has yet to experience a leap forward in productivity 
growth, fuelled by information technology. But faster growth is likely if only 
because recent productivity performance has been so poor 


N SAMUEL BECKETT'S play, “Waiting for 

Godot”, two tramps, Estragon and Vladi- 
mir, hang around waiting for a mysterious 
character who never tums up. Swap the 
“new economy” for Godot and a stage army 
of economists for the tramps and the same 
storyline could hold for Britain. Everyone is 
waiting to see if the new economy turns up, 
even though they cannot agree just what 
they mean by it. 

The most distinct notion of a new econ- 
omy defines it asa sustainable increase in the 
rate of growth in labour productivity—out- 
put per worker or worker-hour—as a result 
of the production or deployment of in- 
formation technology (rr). In America, pro- 
ductivity growth limped along at 1.4% a year 
from 1973 to 1995. However, in the second 
half of the 1990s, it accelerated to an annual 
rate of 2.5%, principally because of rr. The 
acceleration has recently gathered pace: pro- 
ductivity bounded ahead at 5.2% in the year 
to the second quarter of 2000. Project this 
into the indefinite future and economic nir- 
vana beckons. 

In Britain, the prospect of a similar im- 
provement in productivity is just as alluring. 
It would raise the speed limit on the econ- 
omy, allowing the Bank of England to stay its 
hand on raising interest rates even when the 
economy grows faster than the current trend 
rate of 2.5% a year. The public finances would 
benefit since current Treasury projections, 
already too pessimistic, are based on the 
cautious assumption that the long-run an- 
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nual growth rate is 2.25%. Gordon Brown, the 
chancellor of the exchequer, is keen to pro- 
mote the spread of information technology. 
This week, he launched a new initiative to 
bridge the “digital divide” by wiring up poor 
communities, to ensure that everyone has 
access to the Internet revolution. 

There is only one thing wrong with this 
cornucopia-to-be: Godot still has not turned 
up. In marked contrast to the American re- 
cord, British productivity growth deterio- 
rated in the second half of the 1990s, growing 
at just 1.5% a year (see table). Only in the sec- 
ond quarter of 2000 did it recover above its 
trend rate of growth of 2.1% a year. 

The slowdown in British productivity 
growth is perplexing on three counts. First, it 
has occurred at the very time that America’s 
performance has improved. Second, even 
before this improvement, the overall level of 
productivity was much higher in the United 
States. This means that productivity growth 
has historically been higher in Britain as 
companies have been able to catch up with 





Slow quick slow 
Productivity growth, annual average, % 


Whole 
economy Manufacturing 


Period 

Q2 1973 - Q3 1979 0.91 0.53 
Q3 1979 - Q1 1990 1.77 3.91 
Q1 1990 - Q1 1995 2.64 3.97 
Q1 1995 - Q1 2000 1.51 1.02 











best American practice and technology. 
Third, productivity growth in the British 
economy had been improving since it 
reached a nadir in the 1970s. 

Such a setback to productivity growth 
would normally drag economic activity 
down with it. But rising employment also 
contributes to growth and here there is no 
doubt that Britain has scored well in the past 
five years. The number of jobs in the econ- 
omy has grown by 1.6m since 1995. A princi- 
pal source of this big increase has been the 
decline in unemployment, which has 
proved sustainable because it has not 
sparked off higher inflation. This structural 
drop in the level of unemployment has ac- 
counted for nearly one percentage point of 
annual economic growth on average in the 
past five years, says David Walton, an econo- 
mist at Goldman Sachs. 

This improvement in the labour market 
is arguably just as important an aspect of the 
new economy as more rapid productivity 
growth. The snag is that the best of the jobs 
growth is now over. The labour market may 
now have tightened to a point where further 
gains in jobs could start to push up wages 
and inflation. “We now have levels of unem- 
ployment not seen in a generation with evi- 
dence of a very tight labour market across 
large areas of Southern Britain,” said Stephen 
Nickell, a member of the Bank of England’s 
Monetary Policy Committee (mpc), this 
week. “So how long,” he asks, “can the la- 
bour market go on getting tighter before we 
see serious upward pressure on wages?” 

Any hopes of sustained higher growth in 
the future rest on Britain emulating Amer- 
ica’s striking achievement on the productiv- 
ity front. There are certainly grounds for op- 
timism. Britain’s recent disappointing 
productivity record may be the dark side of 
its achievement in getting more people to 
work. Because the expansion of the labour 
force has been unusually rapid, capital 
deepening—economic jargon for growth in 
capital per worker—has been slower than 
usual. This has pulled down productivity 
growth, according to calculations by Garry 
Young of the National Institute of Economic 
and Social Research (NiEsR). Now that em- 
ployment growth is slowing, the contribu- 
tion of capital deepening can be expected to 
put some bounce back into the productivity 
figures. 

Furthermore, British businesses should 
benefit as much as American firms from the 
application of rr. The scope for efficiency 
gains arises from the plunging prices in com- 
puting products, which create enormous 
scope to substitute rr for labour. Until now, 
there has been little hard evidence that Brit- 
ain has been investing sufficiently heavily in 
the new-economy heartland of computer 
hardware to realise its productivity poten- 
tial. But this may be because official figures 
do not adequately account for quality im- 
provements when sectors advance as swiftly 
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as computing. Calculations by Goldman 
Sachs based on American price indexes that 
make full allowance for such improvements 
show that investment in Britain in rr hard- 
ware and software jumped sharply in 1998 to 
match recent American performance at 
around 4% of GDP. 

These adjusted measures not only sug- 
gest that Britain is laying the foundations for 
higher productivity growth, they also indi- 
cate that срр growth has been underesti- 
mated—in which case the recent productiv- 
ity record has not been so dismal. 
Preliminary illustrative estimates at the 
Bank of England suggest that economic 
growth may have been underestimated by 
as much as 0.4% a year in the late 1990s, said 
Sushil Wadhwani, another member of the 
mpc, this week. Mr Wadhwani expects pro- 
ductivity growth to be above average over 
the next two years. 

A further reason to be optimistic is that 
much of the recorded slowdown has been 
concentrated in manufacturing, the sector 
where productivity usually grows fastest. 
Manufacturing output per head grew by 
only 1% a year in the second half of the 1990s 
as firms were hit by the soaring pound. How- 
ever, growth in manufacturing productivity 
should pick up from now on, suggests Mr 
Young, as the sector recovers and firms strive 
to boost efficiency to cope with the continu- 
ing strength of sterling. 

Only in America 

Despite these reasons for optimism, it seems 
unlikely that Britain can match the scale of 
the improvement in America’s productivity 
performance, argue economists at Goldman 
Sachs. The United States is not just benefiting 
from the application of rr, it leads the world 
in its creation. Production of rr in America is 
twice as large, as a share of Gp», as in Britain. 
In computer hardware, where productivity 
growth has been been particularly rapid, 
production in Britain amounted to 13% of 
GDP in 1998 compared with 2.4% in the Un- 
ited States. As long as British firms fail to oc- 
cupy the key strategic positions in the pro- 
duction of rr, Britain will be unable to match 
America’s performance. 

An argument for caution is that pro- 
ductivity growth is flattered when economic 
conditions are buoyant. But the bottom line 
is that Britain’s productivity performance 
does seem likely to improve considerably 
over the next two or three years—provided 
the economy does not suffer a major set- 
back. The мтеѕк is forecasting annual growth 
of 2.9% in 2001 and 2002, falling back to 2.3% 
by 2004. David Walton of Goldman Sachs 
expects an increase over the next few years 
of about half a percentage point a year. That 
is not to be sniffed at, since it would raise the 
underlying growth rate in the economy from 
about 2.5% to 3.0%. Maybe Godot is about to 
arrive after all. 
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Northern Ireland 


Trimble's last 
throw 


HE coming week may finally see David 

Trimble cornered. If he is to have any 
room to manoeuvre as leader of the Ulster 
Unionists and first minister of the devolved 
government of Northern Ireland, he will 
need a favourable response to his pleas on 
police reform and the decommissioning ОЁ 
IRA arms. The trouble is that anything Mr 
Trimble gets is bound to fall short of the de- 
mands of his enemies within unionism. 

His opponents scoff at the prospect of 
any re-inspection of ira arms dumps by Cy- 
ril Ramaphosa, a South African, and Martti 
Ahtisaari, a former Finnish 
president. Arms inspection 
was intended to bea substi- 
tute for the unionists' long- 
standing demand that the 
IRA actually start giving up 
weapons. But Mr Trimble 
has backed away from the 
inspection regime under 
recent pressure, which in- 
cluded the loss of a once- 
safe Ulster Unionist par- 
liamentary seat to the 
Democratic Unionists, who 
reject the peace agreement. 

Recently, Mr Trimble 
has wavered between once more demand- 
ing the beginning of actual decommission- 
ing and suggesting that another inspection 
would satisfy him. In the present climate, 
even an IRA undertaking to work towards 
actual decommissioning with the interna- 
tional body chaired by General John De 
Chastelain would not be enough to shore up 
Mr Trimble's position within unionism. 

Close aides are also already admitting 
that Mr Trimble will not get what he wants 
on policing. Many unionists are deeply un- 
happy with the reforms proposed for 
Northern Ireland's police force. They are de- 
manding the retention of the words "Royal 
Ulster Constabulary” in the formal name of 
à new service. Instead the name in the rele- 
vant law—which may not be enacted until 
mid-November-—seems likely to be “the Po- 
lice Service of Northern Ireland, incorporat- 
ing the кис”. For their part, of course, nation- 
alists would have preferred the letters “ruc” 
to disappear. The British government has in- 
sisted on this minimal retention, largely to 
assuage unionist resentment and to 
“honour” the 303 Ruc officers killed and 
thousands injured mainly by the IRA. 

The legislation on policing will not go 
through until after a planned meeting of the 
policy-making council of Mr Trimble's 
party, which will probably happen on Octo- 
ber 21st. There he is likely to face demands to 





Another headache 


tie hiscontinued support for the institutions 
set up by the 1998 peace agreement—the 
power-sharing executive and legislative as- 
sembly—to actual and rapid decommission- 
ing, and a “hands off the кис” policy. If Mr 
Trimblecannotcarry his party he will proba- 
bly have to pull out of the government, and 
may face a leadership challenge. 

Decommissioning might just be finessed 
abit further—but it is too late to preserve the 
old-style Ruc. Peter Mandelson, the secre- 
tary of state for Northern Ireland, says he is 
determined that the ruc will not be “air- 
brushed" out of history. Still, he recognises 
that the 1998 agreement stipulated reforms 
which would produce a service capable of 
commanding allegiance from nationalists 
and republicans as well as from unionists. 

If peace is to bed down, the new police 
force must be able to recruit Catholics in 
substantial numbers. 


that ткл intimidation pre- 
vented Catholics joining. It 
is true that the few Catho- 
lics who did join the Ruc 
were particularly targeted 
by the ткл. But the entire 
range of nationalist opin- 
ion—the Irish government, 
the non-violent spur, the 
leadership of the Catholic 
church, as well as Sinn 
Fein—believes that young 
Catholics would be un- 
likely to join a new police 
force if the phrase “incorporating the RUC” 
appeared at the top of recruitment forms or 
over station doorways. The Union flag and 
the symbol of the crown in emblems would 
be similar deterrents. 

Mr Trimble wants it made plain that he 
never agreed to removing the title, with its 
double symbolism for unionists—the 
“Royal” to reflect their Britishness, “Ulster” 
to mark the traditional unionist majority in 
Northern Ireland. But as his unionist critics 
never tire of pointing out, the deal Mr Trim- 
ble made was bound to lead to that result. Mr 
Trimble's occasionally incoherent fury at the 
proposed reforms has encouraged his critics, 
It has also strengthened nationalist insis- 
tence on the changes, to the alarm of some 
serving police. 

As the change is debated in highly 
charged and increasingly angry terms, mo- 
rale inside the force is said to be low. Many 
believe the effect of the proposed reforms, 
and the uncertainty they have created, will 
be to damage the Ruc's ability to do its job. A 
BBC television programme on October 9th 
seemed to underline that danger. It named 
four men as prime suspects in the bombing 
of Omagh by dissident republicans in 1998, 
an atrocity that slaughtered 29 people. So far 
only one man has been charged in connec- 
tion with the crime. 





Unionists have always said — 


"Don’t mention the B-word - 

































































“systematic, largely unspoken, racial 


| stood that.Englishness, and there- 


..from New Labours political cor- 
гапа live here to take advantage of 


„ comes in the second: Downing 


HIS column has a policy of correcting its (more obvious) mis- 

takes. Only a week ago, Bagehot was scrutinising every utter- 
ance of the Conservative Party at its annual conference for evi- 
dence of the coded racism of which the prime minister had 
accused it a week before. He found none, But now it appears that 
the code was plain to everybody except your columnist. The very 
word "Britain", you see, is a form of coded racism. So, at any rate, 
says the report of a Commission on the Future of Multi-Ethnic 
Britain, published this week in the presence of a horrified home 
secretary by the Runnymede Trust, a think-tank. 

The Tories being the Tories, "Britishness" wasbeing much ban- 
died about, in a proprietorial sort of way, at their seaside confer- 
ence. It follows—does it not?—that 
their party is riddled with racism 
after all. Then again, New Labour 
once called itself nothing less than 
“the political arm of the British peo- 
ple". Bad move: according to the 
Runnymede commission, "British- 
ness, as much as Englishness, has 


connotations. Whiteness nowhere 
features as an explicit condition of 
being British, but it is widely under- 


fore by extension Britishness, i$ ra- 
cially coded”, 

As you might expect, newspa- 
pers have had wicked fun lam- 
pooning this tosh; and politicians 
have been anxious either to profit 
from it or to take evasive action. A 
Conservative M», Gerald Howarth, 
comes in the first category: he clam- 
bered on to his high horse to defend 
Britain's glorious imperial heritage 


rectness ("People choose to come 
our tolerance..." etc, etc). Tony Blair 


Street has made it clear that what- 
ever else the report says, the prime 
minister for one sees nothing the least bit sinister in the p-word. 
Lord Bhikhu Parekh, the commission's chairman, implored 
people to read the whole report before leaping to judgment. But 
having ploughed through most of the commission's 400 or so 
pages, Bagehot ended up with the same judgment that he had 
leapt to at the beginning, which is that the report contains a great 
deal for people to take a great deal of exception to. Naturally there 
are some sensible ideas too, especially on policing. Why not create 
anindependent body to investigate complaints against the police, 
if that would help to restore the confidence of black people? And 
why not review the stop-and-search powers thatsome policemen 
interpret asa licence to harass young blacks going about their law- 
ful business? But in setting out to improve race relations, the law- 
yers, academics and writers who sat on the commission have in 


general recommended all the heavy-handed forms of state activ- 


ism thatseenimost certain both to stir up racial resentment and to 
undermine the idea of a society whose institutions are colour- 
blind and whose citizens progress on their own merit. 

In politics, for example, the commission argues for the use of 





VAILABLE TO SUBSCRIBERS AT WWW.ECC 


quotas, both statutory and voluntary. In each of the next five years, | 

one in six of the new members appointed to the reformed House | 

of Lords ought to be black or Asian, of whom atleast one in three is | 

to be a woman. For the Commons, the commission says that in | 

constituencies where 25% or more of the electorate is black or | 

Asian, political parties should aim to include a black or Asiancan- | 

didate on their shortlist. But why? Here and throughout, the report | 

seems reluctant to acknowledge that in the matter of race relations | 

a hard choice might need to be made between treating people as | 

individuals or treating them as members of groups. Britain, the | 

commission protests in a question-begging formula, is both a | 

community of communities and a community of citizens. “In the | 

language of political theory,” it says, | 

"the ideas and principles of both | 

liberalism and communitarianism | 

have to be pursued and realised.” | 

After this summary disposal of | 

political philosophy, it comes as no | 
surprise that history receives short 
shrift from the commissioners. Too 

much of it is wrong, they say. You | 

cannot have good race relations if | 

people cling to the "myths" that the | 
history of Britain goes back many 

centuries or that the sea around it | 

aptly symbolises its independence | 

and isolation from the rest of the | 
world. For good race relations it is 

necessary not only for the govern- 
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menttodeclare formally that Britain 
is a multicultural country, but also 
for the national story to be “re- 
imagined" so that the racisms (sic) 
for solong threaded intoits weft and 
warpcan be unpicked. 

You do not have to be an irasci- 
ble old codger to wonder whether 
you end up with good history by re- 
writing itin order to make it comply 
with the social needs of the present. 
But you can see why Lord Parekh's 
report will dismay codgers of all 
ages. Indeed, the really unforgivable 
thing about it is that it will feed the paranoia of those who have 
been complaining tediously since the advent of Mr Blair that New 
Labour is intent—by means of its political correctness and its so- 
cial, European and devolution policies—on what Peter Hitchens, a 
journalist, called the “Abolition of Britain" in a book of that name. 
Their gist is that English students are taught nothing of their na- 
tional heroes, believing that the only Nelson is Nelson Mandela 
and Wellington the name of a boot. Roger Scruton, a conservative 
philosopher, says that England has succumbed (though long be- 
fore Mr Blair) to “a culture of repudiation”. 

Until this week, Bagehot has had nosympathy with Mr Hitch- 
ens's ravings or Mr Scruton's exaggerated nostalgia. Britain has 
adapted to globalisation without abandoning its sense of identity. 
Although racially diverse, it has preserved the liberal decencies 
without imposing politically correct language or historiography, 
or the social engineering that goes with it. Its young people seem 
capable of understanding both that (Horatio) Nelson was a brave 
man and that the slave trade was a bad thing. Much can be done to 


improve race relations. But not the Runnymede way. 
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in this poll of treasurers and financial officers at corporations, financial institutions, state agencies and 
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When business needs capital, Deutsche Bank comes 
through. 


Whether it's equities, fixed incorne or tools for managing 
tisk, clients get the financing they need, in à package that 
grabs investors’ attention. 


That's why we've been voted the No. investment Bank 
for Capital Raising = for the second year in a row, 


We've always believed that if. we put our customers first, 
we would come out on top in global investment banking. 


Global performance in raising capital another reason why 
Deutsche Bank is leading tà results. 
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The recent history of Italy's electri 


NOCTOBER uth Enel, Italy's dominant 

electricity company,announcedan €u 
billion ($9.6 billion) cash-and-bonds pur- 
chase of Infostrada, a fixed-line telecoms 
company that is being sold by Britain's Vo- 
dafone after the latter's takeover earlier this 
year of Germany's Mannesmann. When the 
deal is completed, Enel, which is 68% state- 
owned, will control Italy’s second-largest te- 
lecoms group through Wind, its telecoms 
subsidiary, in which state-owned France Te- 
lecom is the other shareholder. 

Because France Telecom believes Enel is 
overpaying for Infostrada, it declined to en- 
ter the deal directly, preferring to allow its 
holding in Wind to be diluted once Infos- 
trada has been absorbed. Not that it is averse 
to pricey deals itself: as The Economist went 
to press, it remained in talks to take over 
Equant, a Dutch telecoms group with a mar- 
ket value of $7 billion. 

The big question, however, is not how 
much Enel is paying for Infostrada. It is why 

cEnel better known for managing power 
` plants and distributing electricity to more 
_ than 90% of Italian households, is emerging 
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Enel's not-so-new look 


ctricity giant shows how entire markets can be 
hamstrung when crucial privatisations are mishandled 


billion partial privatisation last Novembi 
has proved to be nothingof the sort. + 
Enel is in the firing line for other reasons. 
Confindustria, Italy's federation of indu 
‚ alists, thinks companies рау too much for 
j electricity because of Enel’s dominant po: 
tion. The market for power is being lib 
E ised, but slowly and in ways that allow Enel 
Кз to defend its monopoly. As a result, Italian 
S (ч companies are losing competitiveness 
“against European rivals. 
"^ Thatis why Enel’s strategy to divers 
_ Seen as so egregious. As the main elec 
.. producer and price-setter, it coul 
proving its existing plant and tryi 
more efficient in its core business. Ins 
bucketsof money ate being spent elsewhe 
. Rival electricity firms meanwhile have lit 
- incentive to challenge Enel on price, | 
they can rideon its coat-tails. 





Sham sale 
t would be easy to blame Mr Tato and Enel 
for the mess. But, though they have bee 
| aee iether podion e 
is more complex. The underlying proble: 



















` bours, Italy has consistently failed to | 

state-owned companies into truly priv. 

entities that operate in free marke 
damning recent study, Confindus 
| apartthe treasury’ sown figureson privatisa- 

г tion receipts. Although the government has 
raised an impressive 208 trillion lire ($93 bil- 
lion) from asset sales since 1993, Confindu 

ша reckons that a mere 71 trillion lire of 
sets were actually freed from state control. 

Another failing is that the government 
botched its chance to introduce genuine | 
competition in electricity before it decided to 
sell Enel. The Bersani decree of 1999 laid 

: timetable for the introduction of compe- 

tition, but the process will take several years 

. and there is plenty of scope for hitches and 

elays. And even then, market liberalisation 
will be far from complete: qus 
- For instance, Enel must: gradually re 
: its share of generation. It should soon call 
. offers to buy ettrogen, i the first of three 
erating companies that iz must sell to redu 
its share of that market to around 4 

those sales need not be completed until 200 

Meanwhile, red tape is holding up doze 

applications to build new generating p 

that might compete with Enel. That pro 

has become so severe that the industry 

istry has intervened to speed things и 


as a force in Europe’s frenzied telecoms in- 
dustry. at all. Its expansion into phones has 
caused consternation in Italy. Why, critics 
ask, is state-controlled Enel growing so: ag- 
gressively, when the state has been doing the 
opposite by selling Telecom Italia? 

Enel’s planned expansion goes way bes 
yond telecoms. Franco Tato, Enel’s boss, says 
his strategy is to buy other utilities. His idea is 
that Enel should build and manage a net- 
work for distributing a variety of services to 
its customers. Its takeover of Infostrada is: 
part of that. So, too, is Enel’s controversial 
and as yet incomplete purchase of Acque- 
dotto Pugliese, a big water company in 
southern Italy. Given the rightopportunities, 
Mr Tato will also buy gas companies. Enel 
haseven dabbled in television. 

Small wonder that Mr Tato stands ac- 
cused of building an old-style corporate em- 
pire protected by the umbrella of the state's 
holding. And because that investment is a. 
passive one, with the treasury acting às a. 
mere financial investor, in effect Mr Tato is 
untouchable. He can use the state's money to. 
do as he wishes. In other words, Enel's €18 


































„power distribution. In cities where it 
owns networks, it sells to companies ó 
by the local municipality, but these are 
iature versions of itself, with protective 
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tudes and vulnerable minority shareholders. 
Perhaps unsurprisingly, it has proved im- 
possible for Enel and the municipalities to 
agree on prices. On September зоё this dis- 
pute went to arbitration. It may not be re- 
solved until next year. 

Chicco Testa, Enel’s chairman, says dis- 
tribution should have been properly sorted 
out when Enel was entirely state-owned and 
before the local companies had been floated. 
That echoes trenchant criticisms of the in- 
dustry by Franco Debenedetti, a liberal left- 
wing senator who has campaigned to reform 
the electricity industry. He believes that the 
government's incompetence has handed 
Enel overweening power. 

According to Mr Debenedetti, the gov- 
ernment held the whip hand until it floated 
partof Enel. Before then it could have liberal- 
ised the electricity market as it saw fit,even to 
the extent of breaking Enel into several 
pieces in an effort to create a competitive 
environment. But it lacked the will to do so, 
preferring instead to grab as much money as 
possible from a partial privatisation. By 
floating the company, it fatally weakened its 
ability to reform the market. Mr Tato gained 
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the ability to play off the interests of minor- 
ity shareholders against the government, 
something he has done with great skill. 


Tato’s touch 


Mr Tato has also taken the chance to consoli- 
date his own power. Earlier this year, with- 
out telling the market, he grabbed the title of 
general manager to add to that of managing 
director, a twin position that makes him al- 
most unassailable. Further evidence of his 
assurance is Enel's recent decision to appoint 
Lazard & Cie as financial advisers on the In- 
fostrada deal: before he joined Enel in 1996, 
Mr Tato was a director of this Milanese in- 
vestment bank. 

Meanwhile, the government has to tread 
carefully, because it does not want to 
threaten the financial return it hopes will 
come from selling more of Enel. Budget plans 
announced at the end of September confirm 
its intent to make a secondary offer of shares 
by the end of 2001. Mr Tato says the sale can- 
not come soon enough; he thinks it will be 
large, perhaps reducing the state’s stake to 
below 50%. In an ideal world, he says, the 
state would sell all of its holding, but that is 





DaimlerChrysler 


Marital problems 


AUBURN HILLS, MICHIGAN 


N OLD joke is doing the rounds at the 
headquarters of Chrysler, near Detroit. 
How do you pronounce the name of the 
German-American car company? It's 
“Daimler”; the “Chrysler” is silent. The re- 
turn of gallows humour is prompted by the 
impending announcement of huge Chrysler 
losses, and a share-price collapse so serious 
that the combined company is worth less 
than Daimler-Benz was before its takeover 





Chrysler's surprise retro hit 
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unlikely in the present political climate. 

Mr Debenedetti thinks the government 
would be well-advised to get tough. Money 
raised from the sale of the generating com- 
panies should be paid to Enel's shareholders, 
he says, not kept by management to pay for 
expansion. Further, Enel's purchase of Infos- 
trada should be financed by a rights issue in 
which the government does not participate. 
This would simultaneously reduce the gov- 
еттеп remaining stake in Enel and, cru- 
cially, allow the market to pass judgment on 
the company’s strategy. 

This looks like a sensible plan, but it is 
unlikely to find many champions. The gov- 
ernment is loth to shake things up before 
elections next year. Mr Tato has no incentive 
to hand over power to shareholders. Local 
authorities might want Enel cut down tosize, 
but they are also a huge obstacle in them- 
selves. Indeed, as Enel's cross-industry strat- 
egy makes abundantly clear, its bungled pri- 
vatisation has not only jeopardised the 
creation of an efficient electricity market in 
Italy: nothing less than the future of Italy's 
infrastructure, from water and gas to tele- 
coms, may be at stake. 

a 





of Chrysler was finalised in November 1998. 

Chrysler had problems looming for sev- 
eral years, which is why Robert Eaton, its 
chairman, was keen to fold it into Daimler- 
Benz. But the takeover has made things 
worse. Key managers have left; those who re- 
mained have been distracted by German 
meddling, and the much-vaunted savings 
from coupling the two companies in areas 
such as purchasing have not delivered 


enough. In truth, the companies did not 
merge: Daimler gobbled up Chrysler and 
has mismanaged it ever since. The only good 
news is that DaimlerChrysler seems to have 
recognised its failure: it is about to launch a 
wide review of how the two partners can do 
better by pooling product development, 
component sharing and manufacturing. 

Not that an early improvement is in 
sight. On October 10th, Standard & Poor's, a 
credit-rating agency, downgraded its out- 
look for DaimlerChrysler from stable to neg- 
ative. This was but the latest in a stream of 
bad news, most of it from the Chrysler side, 
where third-quarter losses are likely to top 
$530m, compared with profits of $800m a 
year earlier. The company’s Jeeps and Ram 
pick-ups are ageing and so need big dis- 
counts to keep sales going. Its minivans, once 
the company’s mainstay, are being re- 
launched, but the new models face ever 
stiffer competition. 

Chrysler does have one new hit, its retro- 
styled рт Cruiser, but the company sorely 
underestimated demand and is struggling to 
expand output. “We're not at the top of our 
game,” admits DaimlerChrysler’s president, 
James Holden, who was put into that posi- 
tion after the Germans fired his predecessor. 

Nor is America the only problem facing 
DaimlerChrysler. There is mounting con- 
cern about its hook-up with South Korea’s 
over-extended Hyundai Motors; and shortly 
after DaimlerChrysler agreed to buy a third 
of Mitsubishi Motors, the Japanese car 
maker admitted hiding consumer com- 
plaints that should have led to costly recalls. 
Though Daimler used the news to shave 10% 
off Mitsubishi's asking price, the scandal has 
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hatever the height, 


whatever the weight, 


whatever the freight. 





Freighters 


In the freight business, flexibility means profitability. And only 


Boeing offers you a full range of freighters (737, 757, 767, 747), from 


| 20. e) Рә capacity. Plus all our planes can be configured to 


— fit your specific cargo needs. Whatever shape they might take. 
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affected Mitsubishi's sales in Japan. "People 
are beginning to wonder if Daimler-Benz 
would have been better off alone,” says John 
Lawson, a motor-industry analyst at 
Schroder Salomon Smith Barney. 

When they merged, Daimler-Benz and 
Chrysler said that together they would 
create tremendous synergies. That these 
have not materialised is partly because of 
the decision to keep the European and 
American operations, Mercedes-Benz and 
Chrysler, working separately, after full inte- 
gration plans became bogged down. The 
German side is acting as if it is still alone, 
partly for fear of sullying the imperious Mer- 
cedes brand with the rugged Chrysler image. 
At one level, arm's-length operations might 
have made sense. But insiders say this strat- 
egy has been taken to extremes. 

There has also been an exodus of senior 
American talent. The latest to say he was 
leaving, last month, was Tom Gale, Chrys- 
lers director of design. Mr Gale pushed 
through a radical revision of the car maker's 
long-stodgy styling in the late 19805, so help- 
ing to save Chrysler from bankruptcy. Mr 
Gale tried to downplay his departure, insist- 
ing he had been itching to go for some years. 
But nobody is fooled into thinking that he 
wasenthusiastic about life under Daimler. 

Having helped to organise the marriage, 
Mr Holden insists that he is as committed as 
ever, though he admits that he is having to 
spendalot of his time these days working on 
communications and morale. “It’s my job", 
he says, "to make sure there is a cohesive 
team pulling on the oars at the same time." 
There are clearly those who would like to 
turn the boat round, including shareholders 
who once hoped to see Chrysler's anaemic 
price/earnings ratio surge to Daimler-Benz’s 
premium, not the other way round. 

Still, DaimlerChrysler’s chairman, Jiir- 
gen Schrempp, remains secure in his job. Be- 
cause the company is based in Germany, 
most American investors—including pen- 
sion and mutual funds—were forced to sell 
their holdings early on; today Americans 
hold only around 10% of the shares. German 
shareholders seem more patient. They may 
yet get their reward, but it is still far off. 

- a 





The entertainment industry 


Cut! 


LOS ANGELES 


66 TQ ATMAN 5" confined to its cave, and 

multiplexes full of foreign films, 
might seem a vision of heaven to hype- 
weary cineastes. But the prospect of a block- 
age in its pipeline of blockbusters has Holly- 
wood in a panic. On June 30th next year, the 
three-year contract between film and televi- 
sion studios, and actors, who аге represented 
by the Screen Actors Guild (sac) and the 
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We're running out of scripts, doctor 


American Federation of Television and Ra- 
dio Artists (AFTRA), will expire. Unless a new 
deal is signed by then, all 135,000 members of 
the two unions will go on strike. They might 
find themselves following the 11,000-strong 
screenwriters’ union, which is set to go on 
strike on May 1st next year. 

Acertain amount of huffing and puffing 
in advance of contract negotiations is nor- 
mal, but the sparring has more edge this time 
round because sac and АЕТКА are already 
engaged in what recently became Holly- 
wood's longest-ever strike, against advertis- 
ers. Although separate, the advertising strike, 
which began on May 1st, involves several is- 
sues that are close to those threatening to di- 
vide the studios from the actors and writers. 

The first issue is “residuals”: payments 
made to actors when ads that were originally 
broadcast on network television are shown 
later on cable channels. The unions origi- 
nally wanted their members to receive a fee 
each time an ad is shown. Advertisers want 
tocontinue to pay a flat fee for the right to re- 
show ads on cable as much as they like, a sys- 
tem established when cable was in its in- 
fancy in the early 1980s. Both sides have 
made some concessions, but they remain at 
odds over the size of the residual payments. 

Complicating the residuals question is 
an argument over the monitoring of ads. An 
effort by sac to track the work of 81 perform- 
ers last year found an average shortfall in 
fees of almost $2,000 due to unreported 
transmissions of ads. The union wants a cen- 
tralised monitoring service to track all ads, 
rather like the system used tocalculate royal- 
ties for records played on the radio. The ad- 
vertisers say they want to study the question 
further before setting up such a system. 

The next big issue is a matter of principle, 
rather than degree. The unions want recog- 
nition that they have jurisdiction over In- 
ternet commercials. The advertisers respond 


BUSINESS 





that it is too early in the development of the 
Internet to settle such things. They deride the 
unions for holding up talks over something 
that is almost entirely theoretical at this 
stage—of the $4.1 billion that firms in Amer- 
ica spent advertising on the Internet in the 
first six months of this year, almost none in- 
volved live actors. 

The strike is causing pain. Production of 
advertisements around Los Angeles is down 
by two-thirds from a year ago, and the actors 
are losing a combined Siom a week. Talks 
broke down on September 27th, and are due 
to resume on October 19th, Stars such as Su- 
san Sarandon and Harrison Ford are stand- 
ing by their humbler comrades. On October 
10th Ms Sarandon helped to launch a boy- 
cott of Procter & Gamble, a heavy advertiser 
that has used non-union actors during the 
strike; Mr Ford is among the big names who 
have contributed a total of $730,000 toa fund 
to help threadbare thespians meet mortgage 
payments and the like. 

Such union determination bodes ill for 
the studio bosses, Residuals are a perennial 
problem (Ronald Reagan led actors out on 
strike over the issue during his presidency of 
SAG in 1960), and the Internet is a growing 
concern for rv sitcom stars and writers, who 
foresee the day when their work will be 
downloaded via broadband connections. 

For the multinationals that own most of 
the studios these days, the stakes are even 
higher. On the one hand, now that studios 
are part of larger media conglomerates, the 
revenue streams from their parents’ other 
businesses could sustain them financially 
through a long strike. On the other, the me- 
dia bosses are now hungrier than ever for 
Hollywood content to feed into their global 
networks. One way or another, the mecca of 
movies is guaranteed to provide an enter- 
taining next few months. 

„Жж 
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Amazon, the software company 


HATEVER you think about Ama- 

zon's long-term prospects, there is 
no doubting the online retailer's ability to 
innovate. Every few weeks a new feature 
appears on its website; the latest example, 
called “Page You Made”, was launched on 
September 2ist. The initial reaction is often 
fierce criticism, yet within months rivals 
usually adopt the idea too. 

Critics were outraged, for exam- 

ple, when Amazon started to allow 
customers to review books; and 


duction of rankings assigning a 
chart position to every book in 
print based on its sales. But both 
of these ideas are now common 
on other retail sites. So Amazon 
added further tweaks—for in- 
stance, allowing customers to 
rate book reviews, so that the 
most trustworthy rise to the top. 

Page You Made is another idea that, in 
hindsight, seems obvious. Many online re- 
tailers, Amazon included, use a technique 
called "collaborative filtering" to recom- 
mend products to customers based on 
their previous purchases. But this system, 
while clever, is less than satisfactory, be- 
cause there is no way to tell it whether you 
boughta particular book or cp for yourself 
orfor somebody else. 

Page You Made gets around such pro- 


blems by analysing your "clickstream"— 
the path taken as you browse the site—in 
order to determine your interests. Look up 
a couple of items, and a link appears to a 
special page: the page you made. At the top 
is a list of the places you have just visited, 
from which individual items can be re- 









moved. Below is a list of other things that 
the filtering system thinks you might like. 
If the trajectory followed by previous 
Amazon innovations is anything to go by, 
privacy advocates will soon object that not 
everybody likes the idea of every click be- 
ing recorded and analysed. But Amazon 
has anticipated this response. The site only 
uses recent data (the page expires after a 
few hours). Furthermore, it is possible to 
switch the feature off altogether if you 
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would rather not reveal what you have 
been browsing to other users of your rc. 
Evidently Amazon has learned from 
the fuss a few months ago over another 
new feature called Purchase Circles—best- 
seller lists compiled for individual post 
codes (revealing which products are popu- 
lar in a particular area) and for individual 
domain names (the bit of your e-mail ad- 
dress after the “@”), This feature reveals, for 
example, that folk at Microsoft are cur- 
rently buying books on learning Jap- 
anese; over in Los Alamos, the best- 
sellin book is “А Spy Within", 
followed by a book on lie detectors. 
Jeff Bezos, Amazon's boss, in- 
sists that all of these features drive 
sales. Further, he says, it is possible 
to quantify precisely their success 
in doing so—which cannot be done 
with "shrink-wrapped" software 
bought in boxes. The success of anew 
feature determines the level of subse- 
quent investment in improving it, and 
how many of Amazon's “hundreds” of 
programmers (Mr Bezos will not say how 
many there are) will continue to work onit. 
This instant feedback may go some 
way towards explaining why web-based 
software is now so much more innovative 
than desktop productivity software. As 
Amazon continues to unveil new fea- 
tures—something big is said to be in the 
works for November—could it be that the 
most accurate way to describe the firm is as 
a software company, rather than a retailer? 


——— uel 











Marketing 


Guerrillas in our midst 


son, argue some, is that consumers are so 
overloaded with advertising that they have 
lost interest in the traditional sort. In a recent 


book, “No Logo—Taking Aim at the Brand 


NEW YORK 


As consumers lose interest in traditional advertising, “guerrilla” 
marketing, which relies on eye-catching stunts, is becoming 
fashionable. Much of it misses the mark 


VEN by New York standards, things have 

been odd on the streets lately.Some 8,000 
wallets were dropped on to Manhattan's 
pavements last Christmas, but not by care- 
less shoppers. Instead of cash inside, curious 
New Yorkers found a “get out of hell free” 
card and the address of a website, Charity- 
Counts.com, at which they could donate 
money. More recently, Ask Jeeves, an In- 
ternet search engine, sent 35 actors in British 
butler's livery to the us Open tennis tourna- 
ment to guide visitors to their seats and an- 
swer tennis trivia questions. And in Novem- 
ber, a convoy of 20 car wrecks with smoke 
pouring from their engines will crawl 
through Manhattan and Los Angeles pro- 
moting Driver 2, a new car-chase video 
game. Established old-economy firms are 
acting oddly, too: this summer, Pizza Hut 


helped to bankroll Russia's space 
agency by putting a ten-metre- 
high, $1.25m ad on a Proton 
booster rocket. In America, mar- 
keters have even approached 
Coca-Cola with the idea of pro- 
jecting its logo on to the moon. 
Marketing gimmicks аге 
hardly new—back in the 1970s, 
Alfred Hitchcock floated a life- 
sized dummy of himself down 
London's Thames river to pro- 
mote his film "Frenzy". But they 
are becoming more frequent, 
more extreme and more ubiqui- 
tous—eaming a hip label all of 
their own: guerrilla marketing. 
Buzz matters more to brands 
now than ever before. One rea- 


Buzz-booster 
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Bullies", Naomi Klein argues that advertisers 


are extending their tentacles as 
never before, commercialising 
public spaces, branding celebri- 
ties and finding cute ways to ap- 
peal to hard-to-reach groups 
such as gays and ethnic minor- 
ities. The result is a lot of ad- 
vertising in a lot of places. In- 
dustry experts calculate that 
each American now sees some 
1,500 commercial messages a 
day. Jupiter Communications 
estimates that, by 2005, wired 
consumers will be exposed to 
almost 1,000 online ads a day, 
twice last year’s level. Brands are 
screaming ever louder to be no- 
ticed above the noise. 

Media fragmentation is an- 
other reason why companies 
are trying harder to create a 
buzz. Consumers are no longer 
sitting ducks for commercials— 
they have hundreds of cable 
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ABX LOGISTICS AND YOU - MULTIPLYING FORCES 





Do you need high-performance logistics 
for your customers at home and abroad? 
Adding ABX LOGISTICS to your business is 
the best way to establish a reliable and 
competent partnership for rail, road, sea 
and air transport around the world. With 
ABX LOGISTICS, you benefit from the 
specialist services of more than 16,000 
people who can deal with your company’s 
logistics both smoothly and efficiently. 
Even better, you gain all the advantages of 
one-stop-shopping - a complete range of 
top class products and services all under one 
roof - consultancy, storage, distribution and 
more. You will save both time and money. 
The only thing missing is a mouse with 
which to click on www.abxlogistics.com 









Channels, thousands of magazine titles and 

“millions of Internet pages to sift through. 

Апа for the first time, they can avoid rv ads 

-- altogether with devices such as those from 

TiVo and Replay, which let them record only 

the programmes they wanttosee. 

The Internet is a fast and easy way to 
spread buzz—good and bad. Chat rooms, 
"sucks" sites and the likes of ecom- 
plaints.com (where consumers can publicly 
whinge about companies), have exposed 
bad companies with bad products. But for 
those with something really different to of- 

`. fer, word-of-e-mail marketing through the 

Internet can be a cheap and powerful way to 

: sell. Indeed, firms are starting to exploit net- 

"works of ordinary folk who are regarded as 

. opinion leaders on the Internet. Jim Thomp- 

son, a Canadian, kick-started interest: in 
medical applications for the PalmPilot 
through his “Jim's Palm Pages” site. 

Buzz can be particularly important 

-when marketing to teenagers, most advertis-~ 
ers’ priority. For the 60m Americans born be- 
tween 1979 and 1994, “word of mouthis how 

they shop,” says Emanuel Rosen, author of a 
forthcoming book on marketing, “The Anat- 
omy of Buzz". Roper Starch Worldwide, a 
market-research firm, found that. young 

отеп attracted by an item of clothing rec- 
. ommended it to twice as many friends as 
older baby-boomers who also liked it. 

. «San Francisco-based Kibucom uses 
“peer marketing" to promote its site to teen- 

-age girls. Armies of schoolgirls are paid to go 

where fellow teens hang out, hand out free 
goodies such as lip gloss and talk up the site. 

Тһе idea is to create an illusion that the peo- 

"plebehind a brand could be your friends. 

Another advantage of guerrilla market- 

ing, claim its fans, is that it is cheaper than 
typical rv or print advertising. This has par- 
ticular appeal to Internet firms as they run 
outofcash, having lavished money on tradi- 
tional advertising (most famously this year's 
Super Bowl where websites such as 
pets.com spent a cool $2m for a single 30-sec- 
сопа: ту spot) Curtis Giesen, boss of 
` DrDrew.com, a health-advice site, hascut its 

‘monthly marketing budget by 95%, to 

` $50,000, by reducing paid rv advertising. In- 
` stead he relies on buzz from Dr Drew's live 

- appearances on tv-and radio, and market- 

“ing stunts such as free condoms. Andy Law, 
chairman of St Luke's, a British ad agency, 
says guerrilla marketing “is taking a sharp 

` pin, stabbing it into the system and letting PR 

[public relations]do the work.” 












: Silly stunts 

Of course, guerrilla marketing's appeal is of - 

tensuperficial. A quick search on google.com 
throws out 12,000 references to the term, but 

most of the websites are surprisingly mun- 
:: dane: Many stunts are neither memorable 
_ nor bigenough to raise brand awareness and 
_ boost sales. Anita Roddick, founder of Body 
E Жора and no stranger to using controversy to 
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create a marketing stir, calls most guerrilla 
campaigns "the masturbatory indulgences 
of ad men". 

Certainly, there are plenty of examples 
of stunts backfiring. Take сї Host, a web- 
hosting site, which bought advertising space 
on Evander Holyfield's trunks during a box- 
ing prizefight against Lennox Lewis. The 
stunt generated plenty of excitement—but 
nobody could remember the advertiser's 
name, Or there is Nike, which at the New 
York marathon dressed people in sheets 
"with sandwich boards proclaiming “the end 
isnigh”. Fine,except that most onlookers dis- 
missed the board-wearers as cranks—hardly 
the kind of image that Nike wanted to culti- 
vate. When Mattel, the toy firm that makes 
Barbie, painted an entire street pink to pro- 
moteits doll, it raised local hackles. 

The truth is that being noticed is no help 








if your marketing repels consumers. Ms _ 
Klein claims that there is a consumer back. 
lash ое the invasiveness of advertising, 
citing last year's Seattle riots and protests - 
against Coca-Cola’ ssponsorshipof schools. 
While there is no doubt that extreme 
marketing can create 
expectations lays : 
cism, especially 1 
end up being n 
Hotmail and Biore 
were hits. реса 
and people talked about 
keting--such as Harry Pott 
parties-simply- helps ‘word-of. 
spread. If advertisers are smart, gue 
marketing could evolve into something tha 
ds.as focused as itis fun. If not, it will do liel 
butadd to the noise. 
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AY you want to organise a trade union 
J at your workplace. You need some way 
| to contact as many fellow employees as 


a fuss. The obvious solution: e-mail. But 
say the boss finds out, and is none too 
pleased. Then what happens? 

In a 1993 case involving Du- 
Pont, a chemicals company, 
America's National Labour 
Relations Board (Nixa) ruled 
that а company allowing its 
employees to use an e-mail 
system for non-business com- 
munication must also allow mes- 
sages related to unionisation. Be- 
cause of the ambiguity of workplace 
rules, however, a new precedent was 
needed. 


at Lockheed Martin, a defence company, 
challenged a vote to disband the union on 





ployee pushing for the union's decertifi- 


the company's e-mail system, despite a 
rüle barring non-business usage. Union 
leaders asked management to puta stopto 
thee-mailactivity; management said they 
would but, in the end, took no action. The 
NLRB ruled that the firm's tacit policy was 
to allow non-business use of e-mail—in- 
| cluding union-related messages. 

| Indeed, America plans to expand e- 
| mailing rights in further litigation. Barry 
Kearney of the NLRB’S Division of Advice 
is looking forward to testing a new legal 
| stance: that e-mail systems constitute a 
"work-area", where employees meet (al- 
beit virtually) to discuss progress and 
strategies. Under a 1950 ruling by the Su- 
preme Court, companies cannot ban un- 





E-mail's sacred unions 


possible, but without making too much of 


Thissummer, leaders of a union based. ` 
-dunch: hours, for instance. Even if a firm 


the grounds of improper e-mails. An em- ` 
- tobeallowed. 
cation had canvassed his colleagues using. 




















ion-related solicitation in work areas so | 
long as it is conducted outside normal 
working hours—during coffee breaks ог 


actually enforced its ban on non-business _ 
e-mail, such communication would ha 


А case settled last year by Pratt a 
Whitney, an aircraft-engine maker, fol- 
lowed this doctrine, but the NLRB has not 
yet been called on to issue an official ral- 
ing There is also the knotty issue of 
whether reading, as well as writing, 
e-mails must take place in non-working 
time; how is one to know if an e-mail from 
a fellow worker contains union material? * 
Such questions will soon come to the fore 
in Britain, where, from October 24th; the 
Regulation of Investigatory Powers Act 
will allow companies to monitor all their. | 
employees e-mails. But in America, 
where oversight has long been a fact of 
life, the government's message is clear _ 
when itcomes tocompany e-mail, unions 
are sacred. 




















OU might expect at least a show of con- 

trition from Satoshi "Sonny" Koike. It 
was, after all, Mr Koike's genius that lay be- 
hind the Bit Valley Association, a club for 
Japanese Internet entrepreneurs that was 
supposed to import the magic of Silicon Val- 
ley into Tokyo's dull business scene. Instead, 
it lit the touchpaper to one of the shortest 
booms and busts in financial history —shor- 
ter and more brutal even than the dot.com 
rollercoaster in America and Europe. Since 
Japan's Internet bubble burst in March, the 
entire stockmarket has been reeling: this 
week it plumbed new depths for the year. 
Yet Mr Koike seems full only of a puckish, in- 
nocent wonder at the chaos he helped to let 
loose. “It all gota bit crazy,” he giggles. 

The Bit Valley Association is dead. The 
“bit style” parties that brought together ever- 
larger and more euphoric crowds of entre- 
preneurs and financiers have not been held since February, when 
more than 2,000 people jammed into a Tokyo night club in the 
| expectation of instant wealth. The messianic Masayoshi Son, who 

|. worked the crowd that night, has barely been seen in public for 
- months. The market value of Mr Son’s Internet investmentempire, 
| Softbank, has fallen by almost 90% from its peak, Something even 
nastier has befallen Hikari Tsushin, a high-pressure mobile- 
phoneoutfit that briefly became Japan's hottest Internet firm (see 
chart). The rush of high-tech listings on Tokyo's new markets for 
start-ups has slowed to a trickle. Most of the firms that made it to 





cheap. plentiful finance, the Bit Valley Association's very name 
has becomea liability for young firms looking for backers. 
Curiously, though, fortune still smiles on Mr Koike himself. His 
business, a consultancy -cum-Internet incubator called Netyear, is 
doing well. His first, modestly sized incubator fund is fully in- 
vested, and Mr Koike is in talks with American backers about rais- 
ing a bigger pot of money. The consultancy business, which helps 
to design web strategies for Japanese blue chips, is quickly adding 
top-notch clients. To cap all this, Netyear plans to listits shares, al- 
though Mr Koike is coy on timing. Perched on the edge of Shibuya, 
a high-tech, inner-city hub where so many of Japan's would-be 
Bill Gateses cluster, Mr Koike's bright new headquarters seem un- 





FACE VALUE 


Sonny Koike did more than anybody to inflate Japan’s short-lived Internet bubble. Yet he has 
managed to emerge from it remarkably unscathed, even laughing 





marketare languishing below their offer price.Once a guarantor of 











idealab!, was offering space, money and help 
to high-tech start-ups under a single roof. 

The Tokyo conference showed just how 
out of touch Japan’s bureaucrats had be- 
come. There were no young, high-tech whiz- 
zes ready to storm the world with new ideas. 
Showcased, instead, were sushi restaurants 
and dry-cleaning chains. “I was shocked,” 
says Mr Koike. "Then I started to worry about 
Japan’s future.” 

Mr Koike resolved to help. With his 
friend Kiyoshi Nishikawa, whose company, 
NetAge, was also setting up shop as an incu- 
bator, Mr Koike dreamed up the Bit Valley 
Association. The organisation was modelled 
on Manhattan’s New York New Media Asso- 
ciation, bringing entrepreneurs, consultants 
and investors together at seminars and par- 
ties. It was an instant hit. In America, the 
market for new stockmarket listings was 
white hot, with Internet venture capitalists making quick returns 
of 100% or more. Japanese speculators, says Mr Koike with a flick of 
his nose, smelt easy money. 

The predictable result was a lot of financial debauchery. Col- 
lege graduates with nothing more than an idea were showered 
with money. Most of it has missed the mark. The hundreds of Jap- 
anese “venture capitalists"—from blue chips to racketeers—that 
suddenly appeared have vanished just as quickly. 


Canny Sonny 

Itis not only his experience in America’s Internet industry that has 
marked out Mr Koike as different from this crowd of opportunists. 
He has also played a canny hand in Japan. In a country that reacts 
with instinctive revulsion to the aspirations of entrepreneurs, Mr 
Koike has kept a discreet public profile. He has built his business, 
meanwhile, with a restraint that has made the headlong expan- 
sion of some of his peers seem foolish. 

Most important, Mr Koike still believes in what he is doing. 
The big-business model is bankrupt in Japan, he says. The smart- 
est graduates and employees are looking todo something different 
with their lives. Mr Koike’s firm has had little trouble picking up 
talent from the ministries, trading companies and banks that used 
to grab it all before. He continues to find interesting Internet in- 





dimmed by the gloom that has settled 
over his neighbours. 

Mr Koike's interest in Japan's Internet 
prospects was fuelled in February 1999, 
when a friend invited him to a new-busi- 
ness conference in Tokyo organised by Ja- 
pan’s trade and industry ministry. Mr 
Koike had spent the previous few years 
working in America’s Internet industry, 
first for Dentsu, a Japanese advertising 
agency; then, after he led à management 
buy-out of Dentsu's American web con- 
sultancy in 1998, at his own company, 
Netyear. Mr Koike had become particu- 
larly interested in the work of Bill Gross, 
whose west coast Internet incubator, 














vestments: he is especially excited about 
the mobile-phone business. By the end of 
the year, he says, Japan will boast 20m us- 
ers of Internet-ready mobile handsets. 
This mass market could give Japanese 
start-ups an edge over their rivals in other 
countries in developing new applications 
for mobile e-commerce. 

Perhaps, in the end, it is right to laugh 
with Mr Koike at the ill-fated Bit Valley 
Association and the strange bubble that it 
helped to engender. After such a long, 
bruising recession, the Japanese deserved 
the chance to throw a good party. Now 
that most of the mess has been cleared 
away, the real work can begin. 
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A Finnish fable | 


ESPOO, HELSINKI 


world's most relentlessly focused consumir. - 


іп sparsely pasted Sca 


Ericsson, Sweden’s: gi 


"ment supplier, adapted: ate 


nology that 
had been pioneered by America’s Bel Lal 


ло build an early cellular network 


| Nokia was a natural choice to provide the 


The world's biggest mobile-phone maker has had a great past decade; but, as 
this week's sharp fall in its share price suggests, it faces a more testing future 


LLI-PEKKA KALLASVUO has been No- 
kia’s chief financial officer, and the 
strong right arm of Jorma Ollila, the Finnish 
company's chief executive, ever since the 
-two men reinvented the 127-year-old com- 
pany in 1992. Surveying a future in which 
Nokia believes that its handsets could shoul- 
der aside the personal computer to become 
«the commonest way of connecting to the In- 
ternet, he observes that "the complexity [of 
the new devices] benefits us. We know this 
industry better than anyone. Complexity 
improves our competitive position." Mean- 
while, at the reception desk of Nokia's lake- 
г side glass palace in Espoo, just outside Hel- 
= Sinki, a young woman gives telephone 
directions to a visitor. “Just ask for Nokia,” 
she says, "everybody knows where it is." 
Nokians, it is fair to say, are pretty 
pleased with themselves. And why not? 
`` Most very successful companies, especially 
_ in high technology, have a self-belief that 
-borders on arrogance. But those that stay 
_ successful combine it with a restless deter- 
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mination never to underestimate the com- 
petition—what Silicon Valley types like to 
call "paranoia". By contrast, there is some- 
thing slightly smug about Nokia. It is a dan- 
ger that Mr Ollila recognises. When asked 
whatis the biggest threat to his company, he 
says, without hesitation, “complacency”. 
Nokia has become so used to everybody 
saying how wonderful it is that its 60,000 
employees would not be human if they 
didn't start believing it. 


From lumber to wireless 


Few would dispute the claim that Nokia has 
been Europe's outstanding business success 
story of the past decade. A couple of decades 
ago, it was a stodgy Finnish conglomerate, 
making everything from rubber boots and 
cables to lavatory paper and televisions. 
Even in that form, it had come some way 
from its start, in 1865, as a lumber mill on the 
banks of the Nokia river. 

The process of Nokia's transformation 
from staid old conglomerate into one of the 


: telephones. 


But it took another 11 years and a hu 
crisis, for both Nokia and the Finnish ec 
omy, before the company fully shed its old 


кіп, The collapse of trade with the implod- 
- ing Soviet Union dealta huge blow to Noki: 


(atone point it was left with a mass of unsell 


. able lavatory paper). And although demand 


for mobile handsets was starting to take off, 


| Nokia had so little idea about how to raise 
. production to meet demand that its mobil 





phone operation was nearly sold. It 
Ollila, in charge of this division, wh 


sorted out production and found 





through the problems of getting the new Gs. 
digital standard ready for market. 
A year later, Mr Ollila became 
ecutive. He promptly took a gigantic gamble: 
in effect, he bet the company on becoming a 
mobile-phone pure-play. Only eight years 
on, the gamble has paic off hugely. Earlier 
this year, Nokia was briefly Europe’s most 
valuable.company, though its shares have 
since fallen back sharply. Even in mobile t 
lephony, it has been ousted by that other 
star, Britain's Vodafone, However, Vod: 
fone, unlike Nokia, has grown by acquisitive 
deal-making, notably its purchases of Air- 
Touch in. America and Mannesmann inG 
many. Nokia accounts for almost a quarter 















Jo». 


vem 


ENDROIT TE rv SIE 


pe 


ym 
^» % TTA 


ка Оаа Co ak КС" 





МОКІА 


of Finland’s exports, and nearly 49:0f its Gp». 

Nokia is thus an authentic business mir- 
acle, and one that owes everything to the 
sheer smartness of Mr Ollila and his close- 
knit team of fellow Finns. But that smartness 
is now being tested more profoundly than at 
any time since those dark days at the start of 
the 1990s. For Nokia is at what Andy Grove, 
boss of America’s Intel, called an “inflection 
point” in his book, “Only the Paranoid Sur- 
vive": a moment at which a disruptive tech- 
nological change emerges to redraw the 
business landscape. 

That may seem a surprising suggestion, 
just when the mobile phone's triumph over 
the fixed-line telephone as the primary 
means of voice communication seems as- 
sured. It is the sudden arrival of data and the 
mobile Internet that is rewriting the rules of 
the mobile-communications game. As Mr 
Ollila knows well, this is hardly a moment 
for resting on laurels, let alone economising 
on metaphors. “It’s a big paradigm shift,” he 
says. “We have the challenge of sailing in 
much more uncertain waters.” 

At least the changes that are about to 
sweep the industry are being driven by the 
technology of the incumbent equipment 
makers rather than by outside competitive 
forces. But that does not mean that Nokia, or 
its big rivals such as Ericsson and America’s 
Motorola, will stay in control: all three saw 
their share prices tumble this week. 

In the first place, there is unavoidable 
technology risk. The new data-centred mo- 
bile networks are based on Internet-style 
packet switching rather than the circuit- 
switching of today’s voice networks. Even 
the least sophisticated new handsets will be 
far more complex than today’s. 

Second, the success or failure of these 
new phones will depend on the usefulness 
and cleverness of the services and applica- 
tions that can be reached from them—and 
those will be developed by third-party 
firms, which will be keen to reap any profits 
themselves. And third, as today’s simple mo- 
bile phones morph into many different de- 
vices, from powerful handheld computers 
through to games consoles or to pocket au- 
dio/visual terminals, new competitors with 
different skills and potent brands of their 
own, such as Dell, Palm and Sony, will chal- 
lenge the “traditional” handset makers. 


The shock of the new 

Although there is inevitably risk and uncer- 
tainty ahead, this challenge is not coming at 
a bad time for Nokia. Two months ago, the 
company was given its first nasty jolt. In 
some ways, what happened is a measure of 
what has come to be expected of Nokia. On 
July 27th, it announced sales of €7.0 billion 
($6.5 billion), a 55% increase on a year earlier, 
for the quarter to the end of June. Its shares 
promptly plummeted by 26%, rubbing out 
over $60 billion of its market value. It was the 
largest single-day drop in value ever experi- 
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enced by a European company. Of course, 
the numbers were not the whole story. What 
really provoked the sell-off was the revela- 
tion from Jorma Ollila that the figures for the 
third quarter would not be so good. 

Mr Ollila soothingly assured investors 
that the only reason for the hiccup was a 
slight delay in shipping some hot new hand- 
sets, including, significantly, the vital 6210, 
Nokia’s first mass-market wap (wireless 
application protocol) phone for gaining ac- 
cess to the Internet. Growth would, he prom- 
ised, resume strongly after the 6210 was 
ready. Underlying demand for mobile com- 
munications was as strong as ever; what was 
more, he was confident that Nokia would in- 
crease its share of the booming market in 
both terminals and infrastructure. Yet the 
idea had taken hold, especially among the 
American investors who now hold the ma- 
jority of Nokia’s shares, that the company 
just might be slowing down. Since then, No- 
kia’s shares have languished: after their drop 





this week, they are down some 40% from 
their peak earlier in the year. 

Ina limited sense, and despite Mr Ollila’s 
own optimism, it is the market's judgment 
that may be correct. Since 1997 annual sales 
growth has been nudging 50%. This year is 
likely to be little different, with most analysts 
expecting around 43%. But mobile-phone 
penetration in the big European markets, in 
which Nokia makes more than half its sales, 
has gone from an average of less than 20% in 
1997 to nearly 60%. Nokia executives say 
there is no reason why penetration should 
not reach about 90%—but the signs from 
such mature markets as Sweden and, indeed, 
Finland, are that merely to get from 60% to 
70% could take two or three years. 

That is because operators are now hav- 
ing to sell phones to people who have de- 
cided that they don’t want them. And the 
marketing effort of trying to convert “reject- 
ers” into, at best, very light users, may not be 
worth the candle. Mr Ollila speaks confi- 
dently of more than a billion mobile-phone 
subscribers worldwide before the end of 
2002 (compared with about 600m today). 
But the highest growth will come in markets 
such as China and Latin America, in which 
Nokia will have to compete against, or join 
with, well-connected local rivals. 






With the world (especially the Euro- 
pean) market for handsets slowing, Nokia is 
putting its faith in rising replacement de- 
mand and more expensive feature-loaded 
phones to act as an offset. In the past 12 
months, replacements have overtaken addi- 
tions for the first time, helped mainly by im- 
provements in size and battery life as well as 
by the hype surrounding the first coming of 
the mobile Internet, with wap. By 2003, re- 
placements are expected to account for 
some 80% of phone sales. 

Nokia is now betting that one of the 
main drivers of future growth will be the 
rapid evolution of today’s predominantly 
voice-based networks into platforms for de- 
livering increasingly high-speed data. Since 
last year operators in most rich countries 
have begun upgrading their networks so that 
they can handle data. Using technologies 
collectively labelled 2.5G (or generation), to 
distinguish them from existing second-gen- 
eration voice networks, they will form a 
bridge to high-speed зс networks. And, after 
a series of high-profile (and highly expen- 
sive) auctions by European governments of 
the necessary spectrum for these 3c net- 
works, they will start being rolled out in a 
couple of years' time. 


Network effects 


Nokia Networks, the infrastructure division 
that accounts for nearly a third of the com- 
pany's sales, thus has a chance of winning 
big new orders justas demand for its old сѕм 
equipment slows. It also argues that it has an 
opportunity to increase market share, be- 
cause Nokia was nota big infrastructure ven- 
dor when the first networks were built. Al- 
though Ericsson remains king of the hill for 
wireless infrastructure, Nokia has gained 
ground by winninga large share of orders for 
the Gprs equipment that is the main up- 
grade for Gsm. Arja Suominen of Nokia Net- 
works claims that the company’s “core net- 
work solution” has been delivered to over 50 
mobile-phone operators. 

After Europe's 3G auctions, the winning 
bidders will, over the next decade or so, place 
orders worth nearly $175 billion. Having paid 
perhaps $125 billion for their licences, they 
will be keen to accelerate their investment 
plans so as tostart earning some money from 
new services. Even though the operators 
have only the haziest idea of how they can 
make a return on these colossal investments, 
Nokia executives are rubbing their hands at 
what they see as the bonanza tocome. 

Their argument is that, as mobile In- 
tenet services proliferate, and the amount of 
software that can be crammed into a mobile 
phone increases, handsets will be designed 
to suit different tasks. They will also be made 
notjust to appeal todifferent segments of the 
market (a Nokia strength), but to the same 
person at different times in their life. Nokia's 
hope is thus that the tendency towards com- 
moditisation that is already apparent at the 
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low end of the mobile-phone market can be 
reversed—and with it the tendency of hand- 
set prices to fall. Nokia reckons that even ba- 
sic 3G terminals will be about twice the price 
of today’s most upmarket voice phones. 
Nokia firmly believes that no company 
is better placed to be the standard bearer of 
whatits marketing people endlessly call “the 
mobile information society”. As Mr Kallas- 
vuo says: “We have the design, the branding 
and the technology. We also have the biggest 
volumes in a business where volume really 
helps, and the best supply-chain manage- 
ment in the industry.” All of which even No- 
kia’s rivals would be hard-pressed to deny. 
But despite the breezy self-confidence and 
practical Finnish can-do, more reflective 
Nokians know that life is about to get harder. 


Superiority complex 

For even though Mr Kallasvuo maintains 
that the complexity of the new phones is to 
Nokia’s advantage, it was also responsible 
for the late arrival of the 6210. Even more 
troubling is the chequered history of Nokia’s 
first war phone, the iconic 7110, released late 
last year. Although beautiful and pioneer- 
ing, the 7110 is probably the first unreliable 
phone that Nokia has ever made. Push the 
technical people at Espoo, or at the firm's re- 
search centre at Salo, farther away from Hel- 
sinki, and it becomes clear that, however 
much of a marketing triumph it might have 
been, the 7110 is one they would prefer to for- 
get. It is also a phone that you will hardly 
ever see a Nokia employee carrying around. 

And if basic war phones are proving 
tricky, what does that imply for next-gen- 
eration phones using the new standards of 
GPRS and w-CDMA? Yrjo Neuvo, chief tech- 
nical officer of Nokia's mobile-phone divi- 
sion, says that merely moving to GPRs is “as 
much as doing Gsm all over again." He reck- 
ons that there is ten times as much software 
іпасркѕ handset as in a Gsm phone. 

After the disappointing experience that 
users have found with the first version of 
wap, there is a lot riding on these early GPRs 
phones. They have to demonstrate to their 
users that the mobile Internet is as wonder- 
ful and as useful as enthusiasts say it will be. 
Mr Neuvo knows that, if digital convergence 
means that mobile phones import pc-like 
levels of reliability and user-friendliness, 
Nokia will have a disaster on its hands. 

Nokia is also taking the competitive 
threat from Japanese makers, such as Pana- 
sonic and мес, very seriously. Because the 
Japanese market adopted a standard for 
mobile telephony that was not found any- 
where else in the world, the Japanese com- 
panies never made much effort in Gsm mar- 
kets. But that is about to change. Japan will 
not only be the first country to have 3c net- 
works, with мтт DoCoMo rolling out its ser- 
vice in the first half of next year; it has also 
adopted the same basic 3c technology as Eu- 
rope. Mr Kallasvuo may call Nokia “the big- 
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gest consumer-electronics firm in the 
world", but it has achieved its success with- 
out having to fight what have long been the 
best consumer-electronics firms in the 
world: the Japanese. Significantly, Vodafone 
has already decided that four out of its first 
five 3G handsets will come from Asian rather 
than European suppliers. 

Because most of the next generation of 
handsets will be dual-band devices with a 
GSM capability as well, Nokia is hoping that 
the need for “backwards compatibility" will 
afford it some protection from a Japanese 
onslaught. But the Japanese could deal with 
that problem by partnering with second-tier 
European firms. Both мес and Siemens, and 
Fujitsu and Alcatel, have co-operated on in- 
frastructure; they could easily extend that 
co-operation to handsets. 

Nokia also takes comfort from the fact 
that Japanese taste in mobile-phone design 
is rather different from European. Its own 
model for DoCoMo's i-mode Internet ser- 
vice looks unlike anything it sells in Europe. 
But the Japanese have no problems making 
cameras, televisions and hi-fis that appeal to 
Europeans; it is hard to believe that they are 
not capable of making mobile devices that 
would at least match Nokia’s for desirability. 
It is even possible that the importance of 
handset appearance (and therefore 
brand) will diminish thanks to the 
imminentarrival of wireless headsets 
and earpieces. With speech likely to 
replace fiddly keypads as the main 
user interface, phones may increas- 
ingly stay hidden in pockets and 
briefcases. 

The move from voice to data also 
brings new risks to Nokia’s infra- 
structure business. As a recent report 
on the wireless Internet by Morgan 
Stanley Dean Witter argues, it is inev- 
itable that 3G will increase compe- 
tition between suppliers. Most 
threateningly, the big North Ameri- 
can equipment makers that lost out 
with GsM are circling hungrily. Part of 
the appeal of equipment firms such 
as Lucent and Nortel is that they al- 
ready have great experience blending 
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together voice and data networks. Cisco Sys- 
tems, with perhaps the most formidable 
data-networking credentials of all, is also de- 
termined to get a slice of the action and has 
recently been working with Motorola. 

A further problem, for both Nokia and 
Ericsson, will be meeting demand. Ericsson 


has made no secret of the fact that it would _ 


have preferred a fairly slow and orderly 
build-out of 3c. But one consequence of the 
European spectrum auctions will be to 
speed it up. Operators must treat the billions 
they have shelled out for licences as a sunk 
cost that can only be carried if 3G services 
quickly start contributing a decent amount 
of revenue. That means they will want 
equipment delivered at a faster rate than 
their present suppliers can deliver it. A straw 
in the wind was вт Cellnet's decision to 
make Nortel its lead 3c vendor. 

Morgan Stanley thinks that Nokia and 
Ericsson can kiss goodbye to the fat margins 
that they have become used to with Gsm. In- 
creased competition, technical risk and the 


likelihood that cash-strapped operators will 


expect a high level of “vendor financing” 
will combine to erode margins. Nokia has re- 
sisted creative financing in the past, but new 
entrants to the market will win deals by ac- 
ceptinga share of future revenues and equity 
stakes in operators. 

There are few cleverer or more focused 
companies than Nokia anywhere. But its 
dominance of the current mobile market is 
not the guarantee of success in 3G that some 
believe. It will need to learn new skills. Nokia 
also seems certain to face a level of compe- 
tition that goes beyond anything it has pre- 
viously experienced. Mr Ollila, for one, has 
no illusions about the scale of the challenge. 
He says: “In ten years’ time, I would like No- 
kia to be dubbed as the company that 
brought mobility and the Internet together. 
It's not going to be easy, but this organisation 
loves discontinuity, we can jump on it and 
adapt. Finns live in a cold climate: we have to 
be adaptable to survive." 
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J.P. Morgan scores 


Again and again. 


J.P. Morgan keeps on winning top awards for risk 
management. During the last twelve months we've 
been named Derivatives House of the Year by three 
leading financial titles, The Banker, Corporate 
Finance, and International Financing Review. 
Euromoney named us Risk Management House of 
the Year. While Risk magazine ranked us No. 1 in 
Interest rate swaptions, Credit derivatives, Exotic 
equity products and Equity options. All the result of 


our continuing excellence in global derivatives. 


Thank you to our clients and employees, who have 
helped us win these accolades. Once we are working 
with our new colleagues at Chase, we look forward t 


winning even more awards in the future. 


JPMorgal 
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Is the end in sight? 


Wall Street is rediscovering fear—this week in its high-tech stockmarkets, but 
more particularly in the junk-bond market 


HERE is trouble brewing in the world's 

capital markets, especially at their most 
speculative end. Although the blue-chip 
Dow Jones Industrial Average has fallen by 
only a bit—well, 10% actually—this year, 
Nasdaq, the main market for high-tech 
shares, has had a torrid time. Since its high 
point in March, it has fallen by some 40%, 
and it shows few signs of hitting bottom. The 
profits of technology companies are failing 
to meet expectations—and even the rare 
ones that do, such as Yahoo! find that this is 
not always enough to spare their share price 
a beating. Telecoms firms are saddled with 
huge debts. Internet firms are near-untouch- 
able. At mid-week, the Nasdaq Composite 
index had fallen for 13 of its 15 most recent 
trading days. 

Disappointing profits, sales and ad- 
vertising revenues, plus the fact that many 
shares were crazily overvalued to start with, 
have all caused problems. Intel, Lucent Tech- 
nologies, Motorola: all have seen slower sales 
growth than investors had previously been 
led to expect, and have been punished se- 
verely for their shortcomings. Even when 
sales growth has been better than expected, 
as was the case with Yahoo!, some other fac- 
tor, in this case signs of a drop in advertising 
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revenues, has spoiled the picture. 

So much for shares. But an even scarier 
story may be unfolding in a market mostly 
ignored by those who day-trade Nasdaq's 
dreamy paper: that for corporate debt. In re- 
cent weeks, disappointing profits have 
meant that some blue-chip companies have 
seen their investment-grade debt pum- 
melled.The victims include Xerox, Eastman- 
Kodak, and just about every telecoms firm 
(death, taxes and the long-term deteri- 
oration of the phone sector are among the 


Junked g 2s 
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few certainties in life,’ wrote Credit Suisse 
First Boston in a recent report). After an- 
nouncing bad results, yet again, last week, 
the spread on Xerox’s bonds over Treasuries 
tripled to 330 basis points. Hitherto, invest- 
ment-grade bonds had generally stood 
above the fray. 


Cowboy junkies 

The fray has, in particular, surrounded those 
bonds without an investment-grade rating: 
described by Wall Street's marketing folk as 
“high-yield bonds”, but formerly (and per- 
haps again) known simply as “junk”. These 
bonds, particularly those issued by non- 
blue-chip telecoms and tech companies, 
have been by far the worst of a poorly per- 
forming bunch. Merrill Lynch’s high-yield 
index is now nearly as ugly as in 1998, during 
the panic over the failure of Long-Term Cap- 
ital Management (rrcM), a hedge fund that 
owned lots of junk (see chart). 

This week, some big investment banks 
were rumoured to have lost a fortune—$1 
billion is the gossips’ favourite sum—on junk 
debt they underwrote but could not shift 
even to their most gullible customers. 
Among the names bandied about in the 
market were Morgan Stanley Dean Witter, 
Deutsche Bank and сѕев. Each denied, more 
or less, that it had lost lots of money on junk 
debt. Morgan said junk would hurt fourth- 
quarter profits by at mostonly $45m, causing 
a rebound in its shares, which had plunged 
by 11% on October 1oth. Shares in other in- 
vestment banks also fell. Since Credit Suisse 
bought Donaldson, Lufkin & Jenrette (a 
high-yield-bond specialist), $12 billion—co- 
incidentally, the price it paid for ptj—has 
been wiped off Credit Suisse’s market value. 

Investment banks hold many billions of 
dollars of debt and have lots of risky loans on 
their books, One market participant reckons 
that there is, perhaps, $25 billion at serious 
risk in the big investment banks’ portfolios. It 
is conceivable, he says, that among them, 
they could lose $10 billion of this. If so, the 
grim reaper seems likeliest to be the telecoms 
sector—which is fast looking less like the 
foundations of a glorious Internet future and 
more like another outing for the emperor's 
new clothes. 

Deutsche Telekom, France Telecom and 
British Telecom, to take but three, have had 
their credit ratings slashed. These would 
have been cut by even more had the compa- 
nies not persuaded the rating agencies to 
hold fire while they try to flog any assets they 
can. But, done in a hurry, this may be a less 
lucrative process than they hope. And 
Credit Suisse Asset Management, for one, 
reckons that Deutsche Telekom, forexample, 
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should already be closer to a BB CI | (i 


veal something about those telecom firms 
that are already rated as junk. 

The sheer volume of high-yield debt is 
causing spreads over Treasuries to soar. But 
so, ominously, is the draining of liquidity 
from the market, which has never really re- 
covered from the drought caused by LTCM. 
Two things are mostly to blame. The first is 
that there are fewer investment banks. Now 
that Credit Suisse has bought DLJ, uss has 
snaffled up PaineWebber, and Chase is ac- 
quiring J.P. Morgan, the number of banks 
willing to take risky positions, particularly as 
middlemen, has fallen sharply. As yet, no- 
body hasentered the market to fill this risky, 
but potentially lucrative, space. 

The second problem is the prevalence of 
sophisticated risk-management models that 
increasingly appear to cause more problems 
than they solve, at least in times of market 
stress. So-called value-at-risk models (vAR) 
blend science and art. They estimate how 
much a portfolio could lose in a single bad 
day. If that amount gets too large, the var 
model signals that the bank should sell. The 
trouble is that lots of banks have similar in- 
vestments and similar var models. In peri- 
ods when markets everywhere decline, the 
models can tell everybody to sell the same 
things at the same time, making market con- 
ditions much worse. In effect, they can, and 
often do, create a vicious feedback loop. 

Incentives in the junk-underwriting 
-business only make matters worse. Risk-ad- 
justed, this is a terrible business for banks’ 
shareholders. A large slice of the profits goes 
to bank employees, who are increasingly 
prepared to gamble by underwriting low- 
quality debt which, if they prove unable to 
offload it, could do serious damage to their 
bank. “1 am happy to tell you that we are 
continuing to increase market share during 
this difficult period,” Deutsche Bank's Edson 
Mitchell told employees working on high- 
yield bonds this week. This news should not 
make his shareholders happy. 

Ifthe gameis up in the junk market, there 
will be severe consequences for the equity 
market, especially those shares that have not 
already been mauled. No firm would find it 
easy to raise new finance, however good its 
prospects. Indeed, today’s loans to telecoms 
firms may turn out to be much like property 
` lending a decade ago, a fad that caused econ- 
omic downturn and, for a while, stopped the 
bull market inits tracks. 

For today’s bulls, it is not at all clear 
where the next good news is going to come 
from. Still, a gloomy outlook may suit a cer- 
tain sort of grizzled investor, who believes 
‘that the best time to buy is when there is 
blood on the streets. Such folk have not en- 
joyed the past few years, when any lucky 
punter in shares looked like a genius. But 
their time may becoming soon. 





junk) than its current A rating. That mightre- 





Japanese bankruptcies 


The slow death of Japan Inc 


TOKYO 


























One by one, Japan’s most sickly firms are going bust. But not fast enough 


T WASa long time coming. But on October 
9th, after years of teetering on the brink, 
Chiyoda Mutual, Japan's 12th-largest life in- 
surer, became the country’s biggest bank- 
ruptcy since the second world war. The in- 
surer left behind Y2.9 trillion ($27 billion) of 
debts. Its liabilities exceeded its assets by a 
huge ¥34.3 billion—a shortfall that, if history 
is any guide, is certain to widen once court- 
appointed auditors start perusing its books. 
Such bankruptcies are no longer a rarity 
in Tokyo. This was the second time in less 
than three months that a household name 
had gone bust. Sogo, a department store, col- 
lapsed in July, with liabilities of ¥2 trillion. In 
total, 12,625 companies went out of business 
in the first eight months of 2000, 30% more 
than in the same period last year, according 
to Teikoku Databank—though few of these 
were as big or well-known as Chiyoda. 
The high-profile corporate deaths were 











from causes that are all-too familiar in Ja- 
pan—exposure to depressed property and 
equity markets, and to bad loans. Chiyoda, 
along with other Japanese life insurers, en- 
gaged in substantial bank-style lending to 
firms, much of which turned sour. It fared no 
better playing the stockmarket. In March, 
Chiyoda calculated that the Nikkei 225 aver- 
age would have to rise to 22,000 before its 
share portfolio broke even. Just before its 
collapse, the Nikkei stood at roughly 16,000. 
Strict new accounting rules seem to have 
been the final straw for Chiyoda's bankers. 
A requirement to value assets at market, 
rather than historic, prices would soon have 
made crystal clear the extent of the insurer's 
problems. With other life insurers, it had 
hoped to win immunity from the new regu- 
lations. But earlier this month it became 
clear that a promised exemption would 
cover only long-term bond holdings, not 
shares and overseas investments. Property 
already had a temporary exemption. 
Chiyoda and Sogo were also losing 
money in their core businesses, making a 
further bail-out through financial restruc- 
turing pointless. Like many other traditional 
retailers (shares in a troubled supermarket 
operator, Daiei, plunged after its bosses re- 
signed on October 10th), Sogo was grappling 
with severe price deflation, weak demand 
and strong competition from new entrants. 
Chiyoda was losing at least ¥40 billion a 
year, as its investment returns failed to 
match the guaranteed payouts on its poli- 
cies. Worse, rumours of its troubles had 
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E. prompted many customers to cancel their 
a ies. Ominously, such problerns are 
d by other insurers. On average, Ја- 
1's life insurers earn 2.5% a year on theirin- 
vestments, but their policies promise 3.5%. 
| These are long-term commitments, unlike 
those of banks, which can atleast cut interest 
paid to depositors; for the life insurers, their 
promises are like a slow-acting poison. 














‘No gain without pain 

*. Japan desperately needs to close many of its 

sickly companies. Its financial system needs 

todeal with its exposure to bad debts, before 
it can commit with conviction to new lend- 
ing. But whether such pruning is now under 
way, at least at a rate that will bring signifi- 
cant economic benefits, remains debatable. 

Thus the rise in big bankruptcies has 

~ been far exceeded by a surge in debt forgive- 
ness, as (depending on your point of view) 
banks have written off debts to give a fresh 
`. Start to otherwise viable firms, or have done 
2 just enough to allow the lamest corporate 
beasts to stay out of the knacker's yard a bit 
` longer. A recent study by Teikoku Databank 
showed that 60 companies received debt 
waivers in 1999, 5496 more than in 1998. This 
year's numbers far outpace last year's. 
Although some forgiven firms may be 
^ worth saving, many are not. Writing off debt 
in exchange for flimsy "restructuring" plans 
is rarely rewarded with a turnaround in the 
company's fortunes. Aoki and Fujita, two 
mid-sized construction firms that won debt 
waivers last year, saw an initial jumpin their 
shares, but the prices then slid back down 
again (see chart on previous page). 

It is easy to see why. The outlook for the 
entire construction industry is bleak. Private 
construction orders, temporarily boosted by 
government incentives, are about to fall. 
Worse, the government, itself carrying a 
mountain of debt, is starting to cut back on 
public projects. Many construction compa- 
nies are taking on loss-making private pro- 
jects in hope of winning better ones later on, 
says Toshihiko Okino of uss Warburg, 
Nonetheless, banks continue to prop them 
up—Hazama and Kumagai Gumi being only 
the latest to win stays of execution. 

Forgiveness has increased for several 
reasons. Politicians who fear the impact of 
joblosses at huge employers are applying ex- 
treme pressure to the banks to keep firms 
alive.Some troubled firms have strong ties to 
powerful politicians; these helped Sogo and 
Chiyoda to last as long as they did. Ironically, 
however, staving off failure for so long may 
now result in the very tidal wave of defaults 
that thegovernment tries so hard to avoid. 

Fear of irate policyholders meant that 
banks have been under particular pressure 
from government to support the insurers— 
although it would make far more sense to 
(partially?) bail out the policyholders di- 

тесу than to pump more money into the 
firms that sold them their underfunded 
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Soft money 


moscow 


ELIEVE the official blurb, and the 

European Bank for Reconstruction 
and Development (EBRD) has at last hit on 
the right strategy for Russia. It will lend lots 
of money to big Russian companies, on 
condition that they behave properly. 


has tripped up on many of its roughly $2 
billion of investments in Russia. When the 


19905, it invested in some Russian compa- 
nies that then collapsed, or simply stole 
the money. “A number of projects have 
fallen short of acceptable standards and 
have put the reputation of the bank at 
risk,” says a mournful strategy paper pub- 
lished this week. The bank’s proudest 
achievement is fighting expensive legal 
battles against Russian crooks who have 
defrauded it and other investors. 
Undeterred, the квкр is back, with 
plans to invest around €700m ($600m) 
this year, mostly in big firms such as Gaz- 








The truth is a bit different. The EBRD. 


country was last fashionable, in the late’ 


"of offshore companies that siphon off 


"tors can do. (There is no good reason why 
`. the квкр still holds stakes in VimpelCom 
гапа Golden Telecom, two telephone firms 


prom (a possible $250m ioan) and Lukoi 
The theory is that the квк approval will 
make Russian managers reform faster 
This seems far-fetched. Big Russian raw 
materials exporters certainly need toi 






‘vest fortunes to maintain production їп 
|». coming years. But the obvious way to find 
the money is to manage their cash-flow | 
"better, to encourage existing investors. to 



















lend more by treating them properly, orto’ - 
borrow from commercial banks. If man- 
agers want to show they are honest, they 
have every opportunity to do.so without ' 
the &&RD—for example, by ending the use 


profits to their mysterious owners; |. 
The real story is that the EBRD is again 
under political pressure to lend to Russi 
butisshort of sensible practical ways todo 
it. Loans to small businesses, for example, 
fit its mandate—bridging gaps in the post- 
communist financial system—but are not 
grand enough to impress its key sha 
holders: western governments wanting to 
be nice to Russia. Project finance takes too 
long. And equity investments other inves- 









that are among the best-run and most 


transparent businesses in the country.) 


Perhaps some of. Russia’s sk 


“firms will change their ways t 


EBRD involvement. That would be likelier 
if the Russian government launched a 
convincing crackdown on corrupt ma 
agers. But it seems so far that both sides 
may be engaged in a convenient pretence. 
Тһе:евко can claim to be lending large 
amounts for a good purpose; the Russians 
getextra credibility and some spare cash 
without having to make any real changes. 





policies in the first place. 

The banks themselves worry thata high- 
profile bankruptcy could deal yet another 
blow toconfidence that may further damage 
the economy's fragile recovery. And, criti- 
cally, they remain reluctant—as they have 
been ever since the start of Japan's financial 
crisis—to suffer the short-term pain that a 
large bankruptcy would inflict on their bal- 
ance sheets. They still fear that a really big 
failure could take another bank down with 
it. The failure of Long-Term Credit Bank 
made clear that this is a real danger. 

On rare occasions, banks have managed 
to withstand all these pressures. The Finan- 
cial Services Agency, Japan's banking 
watchdog, pressed Tokai Bank, Chiyoda's 
largest creditor, to bail out the insurer right to 
the very end. But Tokai (or rather, its merger 


-yoda’s troubles were so severe that it coul 
“not afford to do so. Perhaps this marks 


‘that the retailer was about to get specia 


“with applause, not horror. The new Japan 












partner, Sanwa. Bank), realised. that: Chi 


turning-point in the willingness of Japanese 
bankstofaceuptoreality. The bankruptcy 
Sogo was, after all; triggered by public ange 





treatmenit—and the consequent threat of à 
customer boycott—rather than буа decision _ 
by its banks or the government not to war 
its debt. 

If so, this change should be we Icomed 
Bankruptcies need to be part and parcel о! 
economic restructuring. However unpleas 
ant they may be for those involved, future 
Japanese insolvencies should be greeted 


cannot rise until the old one falls. 








FINANCE 
` Pension funds 


Old hopes 
stirring 


IVEN that they all agree that a demo- 
graphic "pension time-bomb” is tick- 
ing, Europes policymakers have done 
remarkably little to defuse it. In most conti- 
nental European countries, the pay-as- 
you-go arrangements, whereby current 
workers pay the pensions of retirees, still 
rule. Governments have discouraged their 
citizens from investment in private pensions 
by imposing rules that lower the returns 
earned by pension funds, such as limits on 
how much money they may put into equi- 
ties, or into foreign securities of any sort. Asa 
result, European pension-fund investors 
have largely missed out on the bull market in 
shares over the past two decades. 
Frits Bolkestein, a Dutch free-marketeer 
who is now European commissioner in 
г charge of the single market, is pushing for re- 
form of pension-fund rules. He is keen to 
make private pensions more attractive and 
to help multinationals run a more cost-effi- 
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October nth, the European’ Commission 
published a draft directive that would partly 
liberalise national investment rules for pen- 
sion funds and enable multinationals to 
provide unified pension plans for their staff. 

A similar plan six years ago got nowhere, 
thanks mainly to opposition from France 
and Spain. They did not want to give up a 
captive market for their government bonds, 
and they failed to see the huge potential 
gains to be had from investing abroad. Now, 
the appeal of liberalisation is even greater, as 
the launch of the euro has eliminated cur- 
rency risk in cross-border investment, mak- 
ing it more attractive for pension funds to 
pursue a euro-wide investment strategy. 

For firms that provide pensions for em- 
ployees, the directive promises substantial 
savings. Mr Bolkestein reckons that a large 
multinational could save up to €40m ($35m) 
a year if it were able to pool all its pension 
schemes into one fund. Not surprisingly, 
multinationals arelobbying for the reform to 
be implemented earlier than 2005, the cur- 
rent (optimistic) target. In Brussels, however, 
reform happens slowly, if at all. This week's 
proposal must next become a full gu direc- 
tive, which requires the agreement of the 





HE steep rise in oil prices, the continu- 

ing fall of the euro and volatile stock- 
markets are keeping investors on their toes. 
Even so, the institutional investors sur- 
veyed in our latest portfolio poll have re- 
gained some bullishness: during the third 
quarter all but one either increased their 
equity holdings, or maintained them at the 
same level. Lehman Brothers and Daiwa 
now have 55% of their model portfolios in 
equities, compared with 50% in the previ- 
ous quarter. Standard Life is the most bull- 
ish, continuing to park 60%1п equities. 

Even so, our investors' overall stance 
on equities remains cautious compared 
with some recent quarters. The fall in share 
prices during the third quarter—the Mor- 








plan for their employees. On 









European Parliament and a majority vote by 
the council of ministers, representing na- 
tional governments. “There will still be a lot 
of horse-trading," says Koen de Ryck at 
Pragma, a consultancy in Brussels. 

Already, the cost of failing to reform the 
System, both for present and future pension- 
ers and for pension-providing companies, 
has been huge. In Germany, for instance, 
pension funds are allowed to invest no more 
than 30% of their assets in equities. Accord- 
ing to Bob Collie of Frank Russell, a consul- 
tancy, a typical British pension fund, which 
faces no such restrictions, has held 75% of its 
assets in equities. Over the past five years, its 
returns would have been 4.2 percentage 
points a year lower had it followed the Ger- 
man approach; and it would now be worth 
only 80% of its current value. 

Such figures give some sense of the 
opportunity being missed by other Europe- 
ans—except by the Dutch, who have, like the 
British, long relied on sensibly managed 
funded pensions. Indeed, it is something of a 
mystery why national governments have 
not faced stronger pressure from their own 
electorates to reform, rather than waiting to 
be forced into it by Brussels. 
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gan Stanley Capital Intemational index of 
world stockmarkets tumbled by 5%--тау 
havecreated some bargains, but it also un- 
derlined the risks. And bonds did not fare 
much better during the quarter: the Salo- 
mon Brothers world government-bond in- 
dex fell by 3%. 

Although America's economy contin- 
ues to thrive, our money managers mostly 
remain cautious about its equities. But the 
Swiss are relatively daring. Credit Suisse in- 
creased its American equity holdings from 
40% to 50% during the quarter. Julius Baer is 
even keener, with 6095 of its equity hold- 
ings in American shares. 

Our fund managers seem to expect lit- 
tle bounce in the euro any time soon, cen- 
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tral-bank intervention and interest-rate 
increases notwithstanding. Euro-denom- 
inated bonds remain relatively unpopular: 
average holdings are three percentage 
points below the neutral weighting of 33%, 
which would reflect the share of euro-de- 
nominated bonds in total bonds issued. 
Daiwa bucked the trend, increasing its 
holdings of euro-denominated bonds 
from 25% to 3896. 

The affection of Julius Baer and Credit | 
Suisse for American shares is exceeded 
only by their love of dollar-denominated 
bonds, which account for 79% and 88%, re- | 
spectively, of their bond holdings. A neu- 
tral weighting is 27%. The Swiss pair are the 
uncontested winners of the past quarter's 
we-believe-in-America award. But will 
America's increasingly volatile financial 
markets repay their faith? 
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Antipodean currencies — 


тт me collar 


Should Australia andi New Zealand form a currency union? 


HE plunge of the euro is.as nothing be- 

side the drop in two currencies оп the 
: other side of the globe. The Australian and 

New Zealand dollars have both fallen by 
more than 20% against the American dollar 
since January, to all-time lows. So fed up are 
: New Zealanders with the kiwi dollar that 
some are even contemplating currency un- 
Aon with Australia. 

Against the American dollar, the kiwi is 
“now 44% cheaper than it was at the end of 
:3996. The Aussie dollar is 35% cheaper. This 
- partly reflects the fact that both currencies 
were previously overvalued. But it is also the 
converse of the current strength of the green- 
back. Unlike America, both Australia and 
«New Zealand are perceived as “old econo- 
mies", dependent on resource-based indus- 
tries (an inaccurate impression, as it hap- 
pens, since both countries spend more of 
- their Gop onr than does America). Both also 

have large current-account deficits, 5% of 
Gp» in Australia and almost 8% in New Zea- 
land, that are even bigger relative to СОР 
than America's deficit of 496. 

In New Zealand, the sliding currency has 
put monetary union with Australia on the 
agenda. A recent study by two leading New 
"Zealand economists reported that more 
‘than 80% of 400 firms surveyed were in fa- 
vour. In recent weeks, Helen Clark, New 
Zealand's prime minister, hasalso suggested 
that a currency union with Australia may be 
desirable and even inevitable. 

Oneargumentin favouris that, by elimi- 
“nating exchange-rate uncertainty, it would 
boost trade with Australia and make foreign 
_ directinvestment more attractive. Also, tran- 
::saction costs for firms trading between Aus- 
“tralia and New Zealand would fall if they no 
:longer needed to convert between the two 
` currencies. And by reducing the currency- 
risk premium that investors demand for 
holding kiwi dollars, it would lower real in- 
terest rates. Over the past three years real 
` long-term bond yields have been on average 
14 percentage points higherin New Zealand 
than in Australia. 

Some of these benefits would be modest, 
"however. Although Australia is New Zea- 
land's biggest trade partner, it accounts for 
only 22% of its exports. New Zealand is even 
less important to Australia, accounting for a 
mere 8% of its exports. Linking the kiwi dollar 
to the Australian dollar would not eliminate 
the overall risk of exchange-rate volatility 
facing New Zealand firms. Four-fifths of the 
country's trade would still be affected. 

The main drawback 
of a currency un- 
ion is the loss of an ^* 
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independent monetary policy to cushion 
the economy against external shocks. The 
likelihood is that interest rates would, in ef- 
fect, be set for the needs of the Australian 
economy. The cost of this to New Zealand 
would depend on how closely the two econ- 
omies move in step. 

On the surface, they have much in com- 
mon. Both depend on commodity exports, 
both trade heavily within the Asia-Pacific 
region and there is (almost) free movement 
in trade, labour and capital between the two 
countries. But there are also some big differ- 
ences, such as the composition of their com- 
modity exports: New Zealand's top exports 
are dairy, meat and forestry products, 
whereas Australia's top three are coal, iron 
ore and gold. World prices for these can 
move quite differently. 

A study by Dominic Wilson at Goldman 
Sachs finds that both interest rates and the 
exchange rate in New Zealand have tracked 
those in Australia fairly closely over the past 
decade; so if New Zealand had adopted the 
Aussie dollar, policy might not have been 
radically different over the period as a 
whole. But the economic cycles of Australia 
and New Zealand have at times diverged 
substantially and could do so in future—at a 
high cost to New Zealand, were its currency 
tied to the Australian dollar. If the world 
price of minerals surged, say, but the prices 
of farm products fell, Australia's economy 
would boom, maybe justifying higher inter- 
est rates, while New Zealand's sank, creating 
aneed forlower rates. 

Nevertheless, Mr Wilson concludes that 
currency union would, on balance, bring 































some small benefits for New Zealand. Any 
gains for Australia would be negligible. This 
may explain why there is far keener interest 
in monetary union in New Zealand. 


Will neighbours become good friends? 


Some of New Zealand's enthusiasm owes : 
nothing to sound economics. It partly re- 
flects falling business confidence due to the 
policies of the new Labour government. 
Trade unions have been given more power 
in wage bargaining, for instance. Some sup- 
porters of currency union think that it 
would allow New Zealand to grow as fast as 
Australia, But as Don Brash, governor of the 
Reserve Bank of New Zealand, has said, 
"Currency union is not a magic path to sub- 
stantially faster growth. It is no substitute for 
domestic policies that promote stronger 
productivity growth." 

Another popular argument is that cur- 
rency union would mean better monetary 
policy. New Zealand's central bank is widely 
thought to have pursued an excessively tight 
policy in comparison with Australia’s. New 
Zealand has been seen as a model of central- 
bank independence, and it was the first to 
introduce inflation targeting. But even 
model central banks can make mistakes. 
With hindsight, it held interest rates too high 
for too long in 1997-98 after the Asian crisis. 
But you do not need toscrap the central bank 
to change monetary policy. Indeed, such a 
proposal raises the suspicion that many who 
favour currency union see it simply as a 
backdoor way to looser policy. 

The biggest obstacles are political. New 
Zealanders talk about a union in which the 
two countries both adopt a new currency. 
But Australians laugh at the idea of replacing 
their dollar. If union happens, it will not bea 
merger but a takeover, with New Zealand 
adopting the Australian dollar. From an 
economic point of view this would make lit- 
tle difference, for even under a currency un- 
ion New Zealand would, in effect, cede con- 
trol of its monetary policy to Australia, as 
Australia’s economy is seven times bigger. 
But politically, adopting the Australian dol- 
lar, as opposed to creating a new joint cur- 
rency, is a tough sell. New Zealanders detest 
losing to Aussies at anything. 
et EREE NIPE tat etn es EE, | 
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WA James Heckman and Daniel 

McFadden won the Nobel prize for 
economics this week, lapsed students of 
the field may have asked, "Who?" They 
may have wondered if a whole branch of 

| economics had not passed them by. In a 
way, itis worse than that: what has slipped 

| by unnoticed is not so much a single 
branch as a methodology that is indis- 
pensable to every branch. 

Messrs Heckman and McFadden 
made vital contributions to economet- 
rics--the application of statistical theory to 
economic investigation. As the Nobel com- 

` mittee recognised, economet- 
rics now provides the stan- 
dard of proof across the full 
range of applied microeco- 
nomics, which studies every- 
thing from household spend- 
ing and investment by firms to 
the organisation of industries, 
|. labour markets and the effects 
of public policy. 
|: . Suppose you were inter- 
ested in the relationship be- 
tween wages and work experi- 
“ence. You. might begin by 
-giving some workers in a par- 
ticular firm a questionnaire, 
asking how much they were 
рай and how long they had 
been working in their present 
jobs. You might well find а 
strong positive correlation be- 
tween pay and yearsofexperi- 
ence—but, from an econometric perspec- 
tive, that answer would not be much use. 

One problem is omitted-variable 
bias. Suppose that years of schooling, gen- 
der or race were also important determi- 
nants of wages, as seems. plausible. Not 
only would you be ignoring this valuable 
information, thus making your answer in- 
complete; worse, as econometric theory 
demonstrates, the missing. information 
pollutes the estimated correlation between 
the two variables you didexamine. 

Or consider reverse causality—the 
idea that wages may affect experience, as 
well as vice versa. Perhapsemployees who 
receive higher wages are more likely to stay 
with the company, and thus gain more ex- 
perience. If so, conclusions drawn from the 
estimated correlation might be misleading. 
| Aremedy might be to work with a "proxy" 
for experience, choosing a variable that is 
unaffected by wages: age. forexample. 
Next come questions of precision 











Running the numbers - 


Econometrics, once the province of forecasters and financiers, now 
provides the underpinning for a vast area of economics 





and robustness—asking, in effect, how 
reliable are the results? Were enough em- 
ployees polled to yield results that could 
hold for all the company's workers, and 
perhaps for workers at other firms as well? 
Do the workers who answered the ques- 
tionnaire share a trait that could influence 
their wages? Do wages of men and women 
vary differently with experience? Did the 
workers answer truthfully and accurately? 
To satisfy an applied microeconomist, all 





of these issues have to be resolved using 
econometric tools. 

Econometrics also points out that dif- 
ferent methods are needed for analysing 
different kinds of choices. The tools you 
would use to estimate a static relationship 
between two continuous variables, such as 
wages and experience, could not be cor- 
rectly applied to the choice between two 
options, such as deciding whether or not to 
buy a car; or to a multiple choice, such as 
working out how many children to have; 
or to a choice over time, such as budgeting 
for retirement; or to a choice on more than 
one level, such as deciding whether to ap- 
ply to university and then selecting which 
institution to attend. 

This year's Nobellaureateseach solved 
one of those big methodological puzzles. 
Mr Heckman confronted the sample-se- 
lection problem: in terms of the examples 
justgiven, for instance, the effect on the re- 
sults if the workers who answered the 


questionnaire differed in important ways 
from those who did not. If you can work 
out what factors determined who re- 
sponded—perhaps only workers with 
high wages were free to take time to fill in 
the questionnaire—the estimates can be 
made much more accurate. 

Mr McFadden developed ways of 
modelling several types of choices, such as 
how many children to have. (He made time 
for three.) Multiple choices such as this one 
involve complex statistical analyses, since 
the factors influencing a couple to have 
their first child may not be the same as the 
ones that lead the parents of three children 
to have a fourth. 

In addition to blazing the trail in 
econometric theory, Messrs 
Heckman and McFadden put 
their new tools to work in a va- 
riety of applied microeco- 
nomic fields. Mr Heckman 
studied how people decide 
how much to work, as well as 
the roles of education and 
training. Mr McFadden'sinter- 
ests include the economics of 
transport, energy, the environ- 
ment, health, development 
and industrial production. 
Biological, medical and other 
social sciences have also found 
applications for their work. 


Dynamic duo 

These new Nobel laureates are 
the pioneers, in both theory 
and application, of a field 
whose time at last appears to 
have come. Regardless of philosophical or 
political bent, economic research must use 
econometrics to gain statistical legitimacy. 
And statistical legitimacy is a necessary 
(though maybe not sufficient) condition 
for the credibility that the science of eco- 
nomics still lacks outside its own domain. 
The sloppy statistical work of the past— 
and perhapseven the unspoken belief that 
itis okay for economists to mine data until 
they find "proof" to support virtually any 
conclusion—has largely disappeared in 
applied microeconomics, at least as done 
in good universities. 

These days, in fact, applied microeco- 
nomists often look askance at the work of 
macroeconomists—once the paragons of 
economic research, and the original apos- 
tles of econometrics—who are failing to 
take advantage of state-of-the-art meth- 
ods. To lag behind the Nobel-prize com- 
mittee in recognising crucial work: that 
takes some doing. 











THE ECONOMIST OCTOBER 14TH 2000 





The box is only as good as the thinking outside of it. 
superdome is more than an enterprise server, 
it's an enterprise solution. 
It’s a team of thoughtful people and smart hardware that adjusts 
to a very specific future — yours. 

This is the first generation of a new, more complete way of managing your business. 
One in which comprehensive service and system integration are ports of the process, 
not expensive afterthoughts. 
hp superdome is the first step into an internet infrastructure that's always on, 
always flexible, always exactly what you need. 

Not more. Or less. Just exactly. 

Look ahead, at hp.com/superdome 


C2 


invent 


University 
= ma ШЕ: i of Michigan 
PES А Business 
THE WILLIAM DAVIDSON INSTITUTE vn 
AT THE UNIVE Y S SCHOO! 


School 
YF MICHIGAN BUSINES l 


- — Managing in 


Transition and 
Emerging 


Economies 


А WORKSHO РР" EXECUTIVES 


ЙӘ. % 


dip. 73 í 


> Learn the strategies companies are using to successfully grow their 
businesses in emerging economies. 


> Discover how market leaders have tapped the vast consumer base 
in Brazil, China, India, and Russia. 


> Assess best and worst corporate practices to understand how to 
transform your organization's systems and thinking to take advantage 
of opportunities in emerging markets. 








To register, please call 734.763.1000 (U.S.), e-mail pbarta@umich.edu, or visit www.wdi.bus.umich.edu 





SCIENCE AND TECHNOLOGY 


The tobacco war goes global 


The World Health Organisation is trying to organise an international 


campaign against the demon weed 


MOKING has long been a battleground 

between those who wish to pursue one of 
life's licit pleasures and those who wish to 
stamp out one of public health's major 
scourges. This month, a new front opens in 
the tobacco wars as the World Health Orga- 
nisation (wHo), in Geneva, gathers those on 
either side to begin negotiating an interna- 
tional treaty on tobacco regulation— 
the Framework Convention on To- 
bacco Control. For the anti-smoking 
advocates, the convention offers an 
unprecedented opportunity to get 
adults around the world to give up, to 
prevent youths from starting, to clear 
the air for non-smokers and to make 
cigarettes safer for those who persist 
in puffing. For the opposing pro-free- 
dom lobby, it is damning evidence 
that the wHo is meddling in matters 
of social and economic policy far be- 
yond its traditional medical remit, 
and marks a misguided attempt at su- 
pranational regulation of a problem 
far better tackled by countries on 
their own. 

The wHo’s head, Gro Harlem 
Brundtland, has singled out tobacco 
as one of the greatest public-health 
problems of the new century. There 
are over 1 billion smokers worldwide, 
four-fifths of them in developing 
countries and a third in China alone. 
Tobacco-related illnesses such as lung 
cancer and heart disease kill 4m peo- 
plea year, as many as Arps and tuber- 
culosis combined. By 2020, the toll of 
premature deaths will rise to 8.4m a 
year, with more than two-thirds of 
the victims in poor countries. The 
мно reckons that this global ill is 
spread by means which cross bor- 
ders—such as television and Internet ad- 
vertising (legal) and smuggling (less legal)— 
and which therefore require international 
standards and a concerted international ef- 
fort tocombat. 

In recent years the rich world has made 
progress in reducing smoking by using a va- 
riety of instruments, among them price in- 
creases on cigarettes through taxation, and 
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Freedom’s warriors 


restrictions on tobacco-company advertis- 
ing and sponsorship. The wHo would like to 
see the same measures put in place in poor 
countries which are still in the early phases 
of the “tobacco epidemic", as the organisa- 
tion calls it. Derek Yach, head of the wHo’s 
communicable-disease programme, says it 
is hard for many poor countries to fight 
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against the efforts of the tobacco companies 
thatarenow making headway in Asia, Africa 
and Latin America. He hopes that an inter- 
national convention will give these coun- 
tries moral, as well as technical, support in 
their fight against “big tobacco”. 

This is the first time that the wHo has 
flexed its constitutional muscles and tried to 
pull together an international treaty on pub- 





lic health, Its mandate to do so comes froma 
meeting of the World Health Assembly last 
year. At that meeting health ministers repre- 
senting 191 member states gave it the green 
light to assemble working groups tocome up 
with possible measures, or “draft elements”, 
that might go into a framework convention. 
Next week sees the start of wider-rang- 
ing formal discussions on the convention. 
National representatives come together in 
an “inter-governmental negotiating body” 
to start working out the administrative de- 
tails of how to proceed with such a massive 
undertaking, and perhaps begin some seri- 
ous wrangling over which draft elements 
should find their way into the core frame- 
work convention and which should be in- 
cluded in related protocols. The negotiating 
body has until May 2003 to deliver the goods 
to the World Health Assembly. If that 
body approves the convention and 
protocols, these will head back to na- 
tional legislatures for ratification; if 
enough sign on the dotted line, then 
they will become international law. 


Pipedreams 

At the moment, a long list of draft ele- 
ments lies on the table. It includes 
proposals to harmonise taxes on to- 
bacco products at some internation- 
ally determined minimum rate, of 
which a certain percentage would 
have to be spent on national tobacco- 
control programmes. (At the moment, 
more than two-thirds of the price of a 
packet of cigarettes in rich countries 
goes to the government in tax, com- 
pared with less than half in poor 
countries.) Tax-free sales might be 
banned. Governments would be ob- 
liged to tackle smuggling through 
such measuresas better monitoring of 
what is for sale and better informa- 
tion exchange with their neighbours. 
Ways might have to be found to ease 
tobacco-growing countries out of 
their main crop and into something 
else worth their while. 

Tobacco sales to children might 
be prohibited, and non-smokers pro- 
tected from exposure through smok- 
ing bans in schools, restaurants, buses 
and other public places. International stan- 
dards might be put in place specifying 
which toxic ingredients and nasty additives 
would have to appear on cigarette packets, 
along with what sort of health warnings. 
Manufacturers could be obliged to omit 
terms such as “light” or “mild” from their 
packets. Tobacco advertising, promotion 
and sponsorship could be outlawed, espe- 
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- might have to ensure that their legal systems 
"provide recourse for those who wish to sue 
: tobacco companies for injury, and come to 
` someinternational agreement on laws for li- 
|. ability and compensation. 
What will end up in the final agreement 
гв anybody's guess. Even the wording of the 
^ Qonvention's main objective— "achieving a 
reduction in tobacco use" versus "putting an 
. end to tobacco use in any form"—is up for 
grabs. Many national delegations which en- 
:thusiastically support a convention, such as 
Britain and Thailand, and non-govern- 
mental organisations such as Action on 
“Smoking and Health, are hoping for a docu- 

телі that is worded strongly enough to gal- 
vanise governments into action, but not so 
detailed that countries refuse to ratify it be- 
cause of squabbles over technicalities. 














































` Snuffed out? 


Yet many of the draft elements seem neither 
feasible nor desirable. Blanket prohibition of 
advertising contravenes some national or 
‘supranational. regulations on freedom of 
commercial expression or free trade, as a re- 
cent European Court of Justice ruling over- 
turning the European Union’s directive 
prohibiting tobacco advertising has shown. 
‘Different places also have different ideas 
‘about how far smoking should be tolerated. 
“Bans on smoking in restaurants or bars are 
less likely to be accepted in China, say, than 
they are in California. And the genuinely 
cross-border aspects of the issue are actually 
quite narrow: in the end, it comes down to 
smuggling. All this suggests that the idea of a 
г wide-ranging international convention is it- 
self misconceived. 

It remains to be seen whether such ob- 
jections will be given a proper airing on Oc- 
tober 12th and 13th in public hearings in- 
«volving hundreds of groups, from the 
zAdorers of the Blood of Christ, а women's 
missionary movement, to Philip Morris, re- 
garded by many as the Satan of tobacco. 
Smokers, the billion or so people who like a 
cigarette, seem oddly under-represented. 
However, other voices often forgotten in the 
wrangling over tobacco in the rich world— 
farmers’ associations from major tobacco- 
growing countries such as Malawi or cot- 
tage-industry producers of traditional to- 
bacco products from India—have been allo- 
cated a few minutes and a few pages on the 
convention’s website to express their views. 

Thisisnotenough for the major cigarette 
companies, such as British American To- 
bacco, which complain that the мно has 
done its best to exclude them from the pre- 
paratory. stages of the convention. Unlike 
non-governmental organisations, which 
have official observer status at the negotia- 
tions, the only. way the. industry. gets a 
_look-inis through representatives who have 
managed to slip-on to national delegations. 
Chris Proctor; head of regulatory and scien- 
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cially when directed at children. Countries — tific affairs at British . i 
reckons that the tobacco industry has valu- 





able experience to bring to the table in help- 
ing the wHo tackle, say, youth smoking. 

The. wHo, however, is unapologetic 
about cold-shouldering the tobacco-indus- 
try devils. Dr Yach reckons there are some ar- 
eas where dialogue is possible with tobacco 
companies, among them the regulation of 
technical issues such as tobacco product 
claims, and new developments in lowering 
tar and nicotine levels. But asking them for 
help on, say, taxes or advertising is unlikely. 
“Would you ask the fox to run a protection 
programme for the chickens?” he asks. 

Such froideur has no doubt been deep- 
ened by recent events. In August, the WHO 
published the results of an investigation into 
the tobacco industry's dirty-tricks campaign 
against the organisation. Some of the firms’ 
methods. went beyond normal advocacy 
(discrediting the wHo in the press and plot- 
ting to set the body and other uw organisa- 
tions against each other) and extended to co- 
vert surveillance of мно meetings, 
subversion of its staff, and attempts to distort 
the findings of scientific studies showing to- 
bacco's ill-effects. Dr Brundtland likens the 


at British ‘American Tobacco, - 
` health problems to that of the mosquito in 









role of the tobacco industry in creating 


causing malaria: both are blood-sucking, 
disease-spreading parasites. 

Despite the provocation, that kind of 
language can hardly be conducive to ratio- 
nal debate. But critics of the convention . 
charge that the wHo is not concerned with 
such debate. Rather, it is latching on to to- 
bacco to foist a western agenda on to de- 
veloping countries, and to advance a cam- 
paign of political self-aggrandisement. It is, 
they point out, spending its scarce resources 
on tobacco, which kills in later life people 
who have chosen to smoke, rather than con- 
centrating on the infectious diseases that kill 
innocents in the developing world in their 
youth. They warn of "mission creep", and 
say that once the wo hascorralled member 
states into regulating tobacco, then alcohol 
and fatty foods will be next. 

The wHo denies these charges but hasit- 
self noted: “The success or failure of this ap- 
proach provides a test case for the more ac- 
tive involvement of ‘the public-health 
community in international law-making.” 
Would more active involvement of that kind 
be such a good thing? 


The Nobel prizes 


Informed choices 


This year’s Nobel prizewinners have all benefited mankind. But they have 
had to wait a while for their invitations to Stockholm 


N ASPIRANT Nobel laureates, patience is 

undoubtedly a virtue. The passage in Al- 
fred Nobel’s will which sets up the prizes re- 
fers to “those who, during the preceding 
year, shall have conferred the greatest bene- 
fit to mankind". This clause, presumably in- 
tended to inspire a sense of urgency, is hon- 
oured more frequently in the breach than in 
the observance. There is no question of the 
benefitconferred by this year's winners. Few 
men, for example; have had a greater impact 








on the second half of the 2oth century than 
Jack Kilby, one of three winners of the prize 
for physics. Dr Kilby invented the integrated 
circuit—the basis of the zillions of silicon 
chips found around the world in devices as 
diverse as computers and dishwashers. He 
did it, however, in 1958. Never say the Swed- 
ish Royal Academy of Sciences is not lengthy 
in its deliberations. 

Dr Kilby shares his prize with two other 
undoubted benefactors of mankind, who 
also did their pioneering work four decades 
ago. Between them (though working inde- 
pendently) Zhores Alferov, in the Soviet Un- 
ion, and Herbert Kroemer, in the United 
States, realised that interleaved layers of gal- 
lium and arsenic could semiconduct in the 

same way as silicon—and would, in addi- 
tion, have the useful property of emitting 
light. Lasers working on this principle 
have become the basis of modem tele- 
communications, since they are used to 
generate the signals that are sent through fi- 
bre-optic cables. They are also used to read 
both cps and the bar-codes without which 
it now seems impossible to make any pur- 
chase ina high-street shop. 

The winners of the chemistry prize are, 
by comparison, mere striplings. Alan Heeger 
and Alan MacDiarmid, both Americans, and 
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New kid on the block 


HE surefooted, wiry bucardo moun- 

tain goat must have been a delight to 
those lucky enough tocatch a glimpse of its 
lithe frame hoofing around the mountain- 
tops of the Spanish Pyrenees. Especially, 
one supposes, to those who systematically 
blasted it to the point of extinction even 
after it was declared an endangered and 
protected species in 1973. The last bucardo 
lived out its days in the Ordesa National 
Park in northern Spain. In January of this 
year, the line was brought to an abrupt and 
ignominious end when this 13-year-old fe- 
male was crushed to death by a falling tree. 

And that, as they say, would have been 
that—if it were not for the wonders of 
moder technology. For plans to resurrect 
the bucardo by cloning stored cells from 
the unlucky female are now being hatched 
by the Spanish government, with the help 
of an American company called Advanced 
Cell Technology (act). 


Hideki Shirakawa, a Japanese, did their 
prize-winning work at the end of the 1970s, 
also in the field of exotic electrical materials. 
The three were responsible for the develop- 
ment of the first electrically conductive plas- 
tics—a counter-intuitive idea, since until 
their work such polymers had been re- 
garded purely as insulators. But Dr Heeger, 
Dr MacDiarmid and Dr Shirakawa found 
that certain so-called conjugated polymers 
(in which the carbon atoms forming the 
chain at the heart of the polymer are linked 
together by bonds whose component elec- 
trons are more than usually mobile) could, 
indeed, be induced to carry a current. 

In this case the academy’s caution might 
be justified, since conductive polymers are 
only now starting to come into their own in- 
dustrially. Over the next few years, though, 
they are likely to become important, par- 
ticularly in a new generation of flexible dis- 
play screens. Recent work has also demon- 
strated that at suitably low temperatures 
they can act as superconductors—transmit- 
ting an electric current indefinitely, without 
power loss. 
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The plan is based on ACT's success with 
a technique known as interspecies cloning. 
Standard cloning involves taking the DNA 
from an adult cell belonging to one animal 
and putting it into an egg from another ani- 
mal from the same species, after first re- 
moving the original nucleus from that egg. 
The result is then implanted into a surro- 
gate mother, also of the same species. But, 
as ACT is about to demonstrate, the recipi- 
entegg and the surrogate mother can come 
from a different species to the donor of the 
nucleus. In effect, one species can be made 
to give birth to another. In this month’s is- 
sue of Cloning, act outlines the first case 
of such an interspecies nuclear transfer. 
The company’s scientists have taken nuclei 
from an endangered wild ox called a guar 
and implanted them into the eggs, and 
uteruses, of domestic cows. 

It is not entirely clear what act will 
gain from cloning the guar—and the com- 





The medicine prize is awarded not by the 
academy, but by the Karolinska Institute, 
Sweden’s leading medical university. But 
this organisation, too, clearly favours the 
long view. At the same time that Dr Kilby 
was demonstrating the first integrated cir- 
cuit to his colleagues at Texas Instruments, 
Arvid Carlsson, a Swede, was carrying out 
the experiments that have won him a share 
in this year’s medicine prize. These were into 
the role ofa chemical called dopamine in the 
transmission of signals across the synapses 
between nerve cells in the brain. He demon- 
strated that dopamine is, indeed, such a 
neurotransmitter; and he showed that it (or 
rather a lack of it) is involved in Parkinson’s 
disease. This paved the way for the treatment 
of Parkinson's with a drug called L-dopa, a 
chemical precursor to dopamine. 

This work was followed up by the sec- 
ond medicine laureate, Paul Greengard, an- 
other American, who showed how dopa- 
mine and several other neurotransmitters 
actually work. They do so by starting chain- 
reactions that result in the addition and sub- 
traction of molecular sub-units known as 
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pany reluctantly concedes that the ехрегі- 
ment has cost about $40,000. According to 
Robert Lanza, the firm's vice-president of 
medical and scientific development, his 
boss, Michael West, has a strong belief in 
such altruistic efforts. Nevertheless, in the 
current issue of Scientific American Dr 
Lanza and his colleagues say that of the 
eight guar pregnancies they have achieved, 
"two were removed for scientific analysis". 
It must be hoped that some benefit was 
reaped from thus eliminating 2% of the 
world's population of 100 guars. 

Dr Lanza says that interspecies cloning 
will prove a valuable way of saving endan- 
gered creatures such as the panda and the 
mountain gorilla, although he concedes 
that it will have restricted application since 
too many clones of the same individual 
would upset a species’s genetic balance. 
The technique would only really come into 
its own, therefore, where the loss of a single 
animal would represent a severe blow to 
the integrity of a breeding population. 

Where does this leave the bucardo? 
ACT could certainly produce a clone of the 
hapless last female inside a surrogate 
mother. But, as Noah knew, animals go 
two-by-two. Either that single female 
clone would have to be crossbred with a 
male from a related species, or v-chromo- 
somes (which carry the genes for male- 
ness) would have tobe transplanted from a 
related species into some of the renu- 
cleated eggs, making them genetically 
male. But as neither technique would yield 
a 100% bucardo male, strictly speaking it is 
not yet possible to bring the bucardo back 
from the dead. 


phosphate groups from particular proteins 
in the nerve cell being stimulated. These 
changes alter a cell's ability to conduct elec- 
trical signals, and thus to transmit messages 
along their lengths. 

The third medicine laureate, Eric Kandel, 
is also an American, although of Austrian 
birth. He carried the baton a bit farther by 
lookingat the biochemical changes involved 
in the formation of memory—first (because 
such experiments are unethical in people) in 
sea slugs, and then in mice. ` 

Short-term memory, he discovered, re- 
lies on the phosphorylation mechanism de- 
scribed by Dr Greengard. He then went on to 
study permanent memories. These, he 
found, require the manufacture of proteins, 
and the rebuildingof synapses. But although 
theresultingcircuits workon rather different 
principles from those invented by Dr Kilby, 
thereisasensein whichallofthis year's win- 
ners are linked by the theme of information- 
processing. As the Nobel prizes enter their 
second century, their guardians have paid a 
fitting tribute to the first. 
وو‎ 
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international 


services, and unbeatable business incentives 
a growing economy completed what we felt 
the ideal set of components. And since we 
down to the Jebel Ali Free Zone, our for 


seem to have gone only one way. Up. 


to do business. 
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BOOKS AND ARTS 


Snapping up the past 


Collections of fine photography are no longer a preserve of European and 
American buyers. The newest is in Oatar 


OLLECTING photographs has come 

and gone ever since W.H. Fox Talbot, an 
English scholar and scientist, invented pho- 
tographic printing on paper in the late 1830s. 
Quaint as it sounds, the art world used to 
spurn photography, convinced that some- 
thing endlessly reproducible was not worth 
collecting. But photography has bested the 
doubters. Both as art and as an investment, it 
is enjoying one of its golden ages. Last month 
it was revealed that Thomas Pritzker, 
chairman of Hyatt Hotels, had be- 
come the first collector to pay more 
than $1m for a photograph, a unique 
copy of Man Ray’s image of glass tears 

` from 1932, copyrighted by his trust. 

It is no accident that the photo- 
graphic image dominates New York's 
autumn season. The talk of the town 
aretwoextraordinary shows: the 19th- 
century images taken of an eccentric 
Italian, the Countess of Castiglione, at 
the Museum of Modern Art (MoMA) 
and a retrospective at the Whitney 
Museum of American Art of Edward 
Steichen, a pathbreaking American 
photographer (1879-1973). 

The excitement is not limited to 
humble gallery-goers. One of photog- 
raphy’s great appeals for the rich, but 
not hugely rich, buyer is that for $15m or so 
you can start a world-class collection. And 
the auctioneers are ever ready to supply your 
needs. Sotheby’s and Christie’s in New York 
have just this week held hotly awaited pho- 
tographic sales. In Germany, four houses 
conduct regular sales, and an annual photo- 
graphic fair started in Paris three years ago 
attracts serious buyers such as Manfred Heit- 
ing, an Amsterdam-based private collector 
recently appointed to head anew photomu- 
seum in Berlin, and Thomas Walther who 
buys mainly 2oth-century masters. 

The trick for the canniest collectors (or 
their agents) is to spot the nuances that make 
one picture more prized than another. Vin- 
tage prints—produced around the same date 
as the negative they are printed from—are 
more valuable than later copies. But rarity, 
provenance and history all add their bit. A 
unique platinum print, signed, dated and 
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framed by Robert Mapplethorpe (in Soth- 
eby’s sales this past week) could make ten 
times more than other prints of his even 
from limited editions. 

Collectors did not need to be so gimlet- 
eyed in the 19th century. But even when 
photography was newer, fresh enthusiasm 
made for a lively and important market. 
Colnaghi,a London gallery, was showing Ju- 
lia Margaret Cameron’s work from the 





The price is real, the tears are not 


mid-1860s. Yet by the turn of the century, 
when anyone could take a snapshot with 
their lightweight Kodak, the seemingly se- 
cure position of the photograph among art 
collectibles was again changing. When rare 
booksellers in Paris and London published 
beautiful volumes celebrating 100 years of 
photography in the 1930s, they sank without 
a ripple. By mid-century, everyone was so 
inundated with photographic images that 
even among collectors the simplest princi- 
ples of evaluation threatened to get lost. 

Yet it was at this very moment, when 
television began taking over many of pho- 
tography’s practical roles, that collecting art 
photography came sharply back into focus. 
The Victoria & Albert Museum in London 
began collecting photographs again in 1964, 
and its small Canon Photography Gallery 
now draws in a quarter of all the museum's 
visitors. Also in the 1960s, MOMA stepped up 


its buying. Sotheby’s started selling photo- 
graphs in 1971, and galleries devoted only to 
photography began to open in America, 
France and Germany. 

By the 1980s, when the Getty Museum 
began to hoover up old private collections— 
including one belonging to Sam Wagstaff, a 
legendary collector with an original eye and 
a personal fortune—collectors and curators 
all had to know exactly who was who, and 
who had changed the medium. Photogra- 
phy has always seemed to favour pioneers. 
The ambitious Cameron was experimental 
in her day. Man Ray in the 1920s used solar- 
isation, which gives photographs negative 
and positive characteristics, a perfect tech- 
nique for a surrealist. Among contemporary 
photographer-artists, Andreas Gursky’s 
huge images transform our view of familiar 
landscapes and buildings, and Cindy Sher- 
man’s teasing mises-en-scéne play on the 

power of film and tv imagery. All 
four sell astonishingly well at auction. 
Interest from the world’s 50 or so 
key buyers has surged in the last year 
particularly, as have prices. “When I 
started buying in the 1970s,” says Mi- 
chael Wilson, an American producer 
of James Bond films, who houses his 
collection of 19th- and 20th-century 
vintage photographs in north Lon- 
don, “you could buy a really good pic- 
ture for the price of a second-hand car. 
Then it became the price of a new car. 
And now it's the price of a condomin- 
ium." Fellow enthusiasts include Mr 
Heiting, Pierre Apraxine who buys for 
the Gilman Paper Company's collec- 
tion, and Elton John, many of whose 
pictures will be on show in Atlanta, 
Georgia, next month. 
The biggest new collector to emerge in 
the past 12 months is 34-year-old Sheikh 
Saoud Al-Thani of Qatar who recently 
bought Werner Bokelberg's collection for 
over $12m. The sheikh set a world record at 
Sotheby's last year when he paid £507,500 
($800,000) for Gustave LeGray's mid-19th- 
century seascape, "Grande Vague: Séte". 
Buying anonymously over the telephone as 
bidder Lo8o, the sheikh gave a lift to the sale 
which came from a collection that had been 
built up over so years by two Parisian book- 
dealers, Marie-Thérése and André Jammes. 
Backed by his cousin, the emir, the sheikh is 
building a photography museum in Qatar. 
Designed by Santiago Calatrava, a re- 
nowned Spanish architect, it will open in 
2003. "The great masters are artists not pho- 
tographers,” says the sheikh. "I believe they 
merit a museum in their own right.” 
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BOOKS AND ARTS - 
Writers' lives 


Its all right 
with him 


BELLOW: A BIOGRAPHY. By James Atlas. 
Random House; 704 pages; $35. Faber and 
Faber; £25 


AUL BELLOW once disclaimed any in- 

terest in writing an autobiography be- 
cause, "There would be nothing much to 
say except that I have been unbearably 
busy ever since I was circumcised.” In fact, 
this was a typically Bellovian ploy to dis- 
courage a prospective biographer. There is 
obviously plenty to say about a man re- 
garded as the greatest novelist in English, 
winner of the 1976 Nobel prize and myriad 
other awards, whose works have invariably 
been drawn from the turmoil of his per- 
sonal experience. Indeed, James Atlas de- 
clares that to read Mr Bellow's books “in 
consecutive order is to follow the contours 
of his biography”, but in tracing the writer's 
life he has gone far beyond the tracing of 
sources (which he does 
persuasively) to produce a 
vivid portrait of a com- 
plex, gifted and some- 
times exasperating man. 

Mr Atlas is a natural 
candidate for the chal- 
lenge, sharing his subject’s 
Chicago roots and Jewish 
heritage. Though Mr Bel- 
low is Canadian-born, the 
city of Chicago has always 
been a vital part of his in- 
spiration, and his biogra- 
pher captures the ebul- 
lience of life in an 
immigrant neighbour- 
hood in the 1920s and 
1930$, where the strains of 
survival were more than 
compensated by a bus- 
tling energy and sense of 
shared possibility. As Mr 
Bellow recalled, "Everybody in America 
was a visitor, a tourist, a stranger, a for- 
eigner. The language was there as every- 
body's resource." 

That vigour was part of Mr Bellow's leg- 
acy, along with a delight in argument and a 
teeming passion for ideas and culture of all 
kinds. Though there was anti-Semitism as 
well, the budding novelist always looked 
back on this time as a kind of idyll, and 
maintained lifelong friendships with his 
high-school chums. But his family life was 
fraught: his mother died while he was in 
his teens, engendering a lifelong hunger for 
feminine support. His father taunted his 
literary ambitions ("You write and then you 
erase. You call that a profession?"), while 
his brothers pursued the kind of big- 
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Approaching the marvelous 





money, big-shoulders careers that were the 
Chicago norm. Years later, after winning 
the Nobel prize, Mr Bellow confessed to a 

iend, “All I started out to do was show up 
my brothers." 

We leam how slow his beginnings 
were: admirers of the present-day master 
will be touched by the image of the unpub- 
lished 23-year-old toiling away on a card 
table in his in-laws' front room. But Mr Bel- 
low's energy, commitment and talent were 
indefatigable. He was always writing, re- 
gardless of setbacks. His early novels are di- 
ligent and well-made, but he only really hit 
his stride with “The Adventures of Augie 
March” (1953), the first appearance of the 
monologising, free-associating Bellow pro- 
tagonist, pouring out a torrent of words and 
impressions, with plot secondary to prodi- 
gious verve, intellectual range and comic 
invention. 

Mr Atlas makes it clear that the main 
character in the novels has always been Mr 
Bellow, each book a dispatch from his rest- 
less quest for self-knowledge and expres- 
sion. As the novelist put it, “The living man 
is preoccupied with...who he is, what he 
lives for, what he is so 
keenly and interminably 
yearning.” So it is with 
"Henderson the Rain 
King”, roaring “I want, I 
want” in the jungle, and 
above all “Herzog”, which 
opens with one of the 
20th century's most cele- 
brated first sentences: “If I 
am out of my mind, it’s all 
right with me.” 

“Herzog” (1964) won 
Mr Bellow international 
celebrity and serious 
wealth; even one of his 
brothers admitted: “The 
kid finally did it.” But his 
search for personal truth 
took its toll on his human 
relations, most chronically 
with women. He went 
through a series of wives 
and numberless mistresses—long-term and 
passing fancies—as he produced his books. 
As one of his sons observed dryly, “My fa- 
ther needed to be taken care of’, and he 
compulsively translated care into carnal at- 
tention. A friend once summed up Mr Bel- 
low's hobbies as “philosophy and fucking". 
A girlfriend, noting his reputation as a high- 
minded sage commented, “Не had a bibli- 
cal, Old World morality, but his fly was en- 
tirely unzipped at all times." 

It is probably no surprise then that Mr 
Bellow's novels are notorious for his gallery 
of overbearing women, drawn ruthlessly 
from life. As his biographer neatly 
summarises them, "the wives in Bellow's 
novels come off as harpies, while the mis- 
tresses...exhibit an intimidating sexual ra- 


pacity." Either way, they reflect their crea- 
tor's view of women as "secondary figures 
who served his own fantasies of them as 
providers, entrappers, sexual predators: the 
Enemy." 

While Mr Atlas treats his subject 
sympathetically, he does not abandon his 
critical perspective. He disapproves of the 
way his subject uses women (while 
acknowledging he often got as good as he 
gave) and deplores his increasingly right- 
wing public pronouncements. As for the 
novels, he finds the later work *marred by 
improvisation and haste", and is aware, as 
any reader must be, that narrative coher- 
ence has never been Mr Bellow's strong 
suit. Nor does he credit claims that the nov- 
elist is a true intellectual or thinker, seeing 
him rather as a protean artist to whom 
ideas are vital expressive material. Mr Atlas 
has no doubt, however, of Mr Bellow's stat- 
ure as a writer: his unique vitality of mind 
and language bursts out of every quotation. 

Indeed, this judicious, admirable book 
partakes of Mr Bellow's own energy. It 
leaves him, in his mid-8os, at a new creative 
peak, having produced an acclaimed ro- 
man-a-clef ("Ravelstein" and a baby 
daughter, maintaining his commitment to 
what he once called, “That freedom to ap- 
proach the marvellous which cannot be 
taken from us, the right, with grace, to таке . 
the most of what we have." Mr Atlas ob- 
serves that Mr Bellow allowed him a simi- 
lar freedom in writing his biography and 
he has used it to exemplary effect. 

п 





Asian moguls 


Naming names 


Asta’s New WEALTH CLUB: WHO's REALLY 
WHO IN 21ST-CENTURY BUSINESS: THE TOP 
100 BILLIONAIRES IN ASIA. By Geoff Hiscock. 
Nicholas Brealey Publishing; 348 pages; 
$19.95 and £12.99 


ITH remarkably unlucky timing, Ge- 

off Hiscock published the first edi- 
tion of his guide to Asia’s billionaires in 
1997, just as the financial storm that started 
in Thailand and soon swept through the 
whole region was gathering speed. Though 
it is only three years since then, a new ver- 
sion was already overdue. Of Mr Hiscock’s 
original top 100 dollar-billionaires, 28 have 
not survived into his second edition, and 
all the rankings have changed. 

It will be no surprise that in the 
shake-up moguls from old industries such 
as shipping and building have made way 
for tycoons in telecoms, software and the 
Internet. Yet names matter and knowing 
who these new people are is interesting. 
Asia’s billionaires tend to be a secretive lot, 
and Mr Hiscock performs sterling service in 
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putting together the little that is known 
about many of them, and adding much 
digging of his own. 

Mr Hiscock's richest Asian, for example, 
is no longer the Sultan of Brunei but Ma- 
sayoshi Son, hardly a household name. A 
Japanese businessman, he made $18 billion 
from Internet companies and has so far suc- 
cessfully ridden out the turbulence in the 
dot.com markets. (Will the oil-rich sultan 
have overtaken Mr Son since this book went 
to press? Perhaps further editions beckon.) 

Japan's dominance of the list remains 
impressive. Rich Japanese account for 55 of 
Mr Hiscock’s top 100 Asian billionaires, 
though his way of counting makes their 
share look lower by setting the qualifying 
threshold for Japanese entrants at $2 billion, 
to reflect Tokyo’s much-higher property val- 
ues. Even so, Mr Son and his fellow country- 
men still account for 20 of the 100 names on 
Mr Hiscock’s new list. 
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History of gold 


It defileth not 


THE POWER OF GOLD: THE HISTORY OF AN 
OBSESSION. By Peter L. Bernstein. John Wiley; 
432 pages; $27.95 and £17.99 


WS is the eternal lure of gold? Peter 
Bernstein is rather unpoetic on the 
subject. He tell us of its "stubborn resis- 
tance to oxidation, unusual density, and 
ready malleability", claiming that these 
simple physical attributes explain every- 
thing we would want to know about the el- 
ement's romance. Perhaps he is right. But 
consider the words of an early 17th-century 
English merchant, Gerard de Malynes, say- 
ing more or less the same, but in quite dif- 
ferent tones: 
“Such is the qualitie of fine Gold that the fire 
doth not consume it...neither is it subject to any 
other Element...it is easily spread in leaves of 
marvellous thinnesse; in colour it resembleth the 
Celestiall bodies; it defileth not the thing it tou- 
cheth; it is not stinking in smell; the spirit of it can 
by art be extracted." 

Malynes had the bug, Mr Bernstein 
doesn't. Because gold's allure is rather lost 
on him, the author underplays the univer- 
sality of its attraction, dwelling instead on 
the curse that has frequently befallen its 
admirers—from Crassus, a Roman pluto- 
crat who died when Parthians poured mol- 
ten gold down his throat, to Montagu Nor- 
man, the highly-strung governor of the 
Bank of England at the time of Britain's 
return to the gold standard in 1925. 

Mr Bernstein’s sympathies lie rather 
with John Maynard Keynes, who famously 
denounced gold as the “barbarous relic”, 
and with Benjamin Disraeli, who once de- 
clared that the “gold standard is not the 
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Cross your palm with gold 


cause, but the consequence of our commer- 
cial prosperity.” Mr Bernstein cites this 
comment more than once. But is it true? 
Could the credit and trade of the British 
empire have been established on any other 
monetary standard? The answer is proba- 
bly not. Once gold protected people against 
the depredations of tyrants. However, the 
age of democracy has legitimised fiat cur- 
rencies. This explains why John Law failed 
to impose a paper currency in France in the 
early 18th century (this key moment in the 
history of gold is strangely overlooked by 
Mr Bernstein). By the 20th century, gold 
had become an anachronism, as Keynes 
correctly recognised. It took others longer to 
release themselves intellectually from their 
"golden fetters". The populace of Britain 
suffered for this in the 1920s, as did the 
Americans in the early years of the 1930s 
depression. Today gold is simply an adorn- 
ment. Long may it remain so. 





History of food 


Pickle worship 


PICKLED, POTTED AND CANNED: THE STORY 
or FOOD PRESERVING. By Sue Shephard. 
Headline; 368 pages; £15.99 


ECESSITY is the mother of gastro- 
nomic innovation. Smoked salmon, 
Virginia ham, potted shrimps, foie gras, 
sun-dried tomatoes, marrons glacés, Dun- 
dee marmalade—some of the world's most 
desirable delicacies arose from the need to 
store fresh food for consumption in leaner 
times. The crude early preservatives, essen- 
tially salt and sun, did little to excite the 
taste-buds; but as more sophisticated tech- 
niques developed, such as smoking and 
potting, preserved foods often became 
more toothsome than the fresh products 
from which they were derived. 
Many who have feasted on canned 
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caviar have never confronted a recently 
seaborne sturgeon. In this heroically com- 
prehensive study, Sue Shephard makes the 
point that the tastes of different regions 
have evolved through their particular pres- 
ervation techniques. Travellers who savour 
the spicy foods of South-East Asia may be 
aware that spices were originally used to 
dry food for storage; but those who enjoy 
the tart, acidic flavours of Northen and 
Eastern Europe, for instance sauerkraut, 
may not know that these arise from a fer- 
mentation process. “Fermenting was so im- 
portant to the Lithuanians,” she tells us, 
“that they worshipped a god of pickled 
food called Roguszys.” 

Not all foods are so desirable. 
Some of the book’s most vivid passages de- 
scribe in detail the privations of early trav- 
ellers and seafarers. For them, preserves 
were not delicacies but often foul-tasting 
staples. In the days of sail everything had to 
be heavily salted. The meat was supposed 
to be rinsed thoroughly before use but of- 
ten it was not, and sometimes it emerged 
from the oven encrusted in stinging salt. 
Despite salting, food could still be attacked 
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by maggots, and hard ships’ biscuits were 


often infested with weevils, which had to 
be tapped out on the table. The cheese 
would get so hard that the sailors carved 
buttons from it. Small wonder that so many 
sailors fell victim to diseases caused by 
under-nourishment. 

The invention of canning by three Brit- 
ish engineers in 1810 changed the nature of 
food preservation and greatly improved 
the seafaring diet, introducing consumers to 
the delights of such products as Wilson’s 
comed beef, Bordern’s condensed milk and 
Heinz baked beans. The hero of the later 
stages of the story is the remarkable Clar- 
ence Birdseye, born in Brooklyn in 1886, 
who noticed while trapping fur in Labrador 
that food would keep almost indefinitely if 
frozen. In 1917, he returned to America and 
experimented on ways of mechanical 
quick-freezing. By the end of the 1920s he 
had perfected the technique and overcome 
so successfully the initial reluctance of con- 
sumers to buy his frozen foods that he was 
able to sell his business for $22m. 

Frozen ready-cooked food is now in- 
dispensable in a society that allows ever 
less time for the preparation of proper 
meals. Modern warfare and space travel 
added impetus to the search for new ways 
of preserving food in lightweight, portable, 
nutritious and palatable forms. The most 
ingenious pioneers were two American air- 
men stationed in England during the sec- 
ond world war. To make ice cream for 
homesick men, they prepared the mixture 
and placed it in a large can, attaching it to 
the rear gunner’s compartment of a Flying 
Fortress. It was shaken forcibly during the 
climb and froze perfectly at high altitude. 
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Pros and cons of 


Five recent books get behind the clichés to analyse, celebrate, or criticise 


globalisation 


global integration and its effect on the poor 


GLOBALIZATION AND THE CHALLENGES 
OF THE NEW CENTURY: À READER. Edited 
by Patrick O'Meara, Howard D. Mehlinger 
and Matthew Krain. Indiana University 
Press; 576 pages; $49.95 ($19.95 paperback) 
and £34 (£13.50 paperback) 


F YOU want to catch up on some of the 

best articles written about globalisation 
since the topic became fashionable several 
years ago, this reader is the place to start. 
Meant for students, it pulls together pieces 
from such different sources as Atlantic 
Monthly and the Harvard Business Re- 
view. It ranges from Samuel Huntingdon's 
influential essay in Foreign Affairs, “The 
Clash of Civilisations" (1993), to an article 
on "The Promise of Genetics" from the Fu- 
turist in 1997. Organised by topic (includ- 
ing conflict and security; democracy; 
economic integration) the book is pleas- 
ingly eclectic. For a radical perspective, 
you can read, for instance, the manifesto 
of the Tupac Amaru Revolutionary 
Movement of Peru. The book also has a 
brief guide to globalisation resources on 
the web. 





THE MYSTERY ОЕ CAPITAL. By Hernando 
de Soto. Basic Books; 276 pages; $27.50. 
Bantam Press; £15 


LOBALISATION, say its critics, leaves 
the poor behind. Without capital, 
you cannot gain from integration. And the 
poor have next to no capital. In this fasci- 
nating book, Hernando de Soto, an expert 
from Peru on informal economies, agrees 
and disagrees. Poverty is not due to lack of 
capital as such, he argues, but to lack of us- 
able capital. The poor in backward coun- 
tries have assets. But these often take 
"dead" or defective forms: for instance, 
houses on land without clear title, which 
cannot be used as collateral for loans. From 
his grass-roots research, Mr de Soto esti- 
mates that the value of property held, but 
not legally owned, by poor people in de- 
veloping and former communist countries 
is almost $10 trillion—more than 20 times 
the direct foreign investment these coun- 
tries have had since 1989. 

Unlike the rich world, with its compre- 
hensive networks that track and protect 
property (contracts, titles, deeds, public ге- 
cord keepers and so forth), poor countries 
must often rely also on informal systems 
that work "extralegally". To become usable 
as economic capital, extralegal assets must 
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be absorbed into the formal system, as 
they were, for example, in 19th-century 
America. It will not be easy. But after read- 
ing this book, it is hard not to feel hopeful 
about the potential waiting to be tapped in 
poor countries. 





RUNAWAY WORLD: How GLOBALIZATION 
1S RESHAPING OUR Lives. By Anthony Gid- 


dens. Routledge; 128 pages; $17.95. Profile: 
£6.99 (paperback) 


HIS thoughtful essay is about moder- 
nity as such, not just the economic sort. 
Each ofits five parts—on globalisation, risk, 
tradition, family and democracy—is an 
intellectual nugget. The world is no riskier 
than it used to be, Mr Giddens believes; but 





contemporary risks—ecological calamity 
or financial meltdown, for example—tend 
to be man-made. Modernity means pro- 
gress; but abandoning traditions also 
brings addictions and compulsions, as well 
as fundamentalism, a form of beleaguered 
tradition. 

On democracy, Mr Giddens notes that, 
though it is spreading to new lands, it is 
meeting with signs of disillusion in older 
ones: fewer people vote; more and more 
claim not to care about politics; interest in 
non-governmental solutions is on the rise. 
Democracy, Mr Giddens argues, needs to 
be “democratised”. By this he means de- 
volving power, fostering “civic culture” 
and making transnational bodies such as 
the European Union more open and ac- 
countable. Mr Giddens covers so much in 
so few pages that his conclusions can often 
sound contentious or trite. But the issues he 
raises are always thought-provoking. 
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GLOBAL FORTUNE: THE STUMBLE AND 
RISE OF WORLD CAPITALISM. Edited by 
lan Vasquez. Cato Institute; 295 pages; 
$18.95 ($9.95 paperback) 


HIS collection is less an analysis than а 

celebration of global economic integra- 
tion. Published by the Cato Institute, 
America's leading libertarian think-tank, 
"Global Fortune" contains essays by writ- 
ers from four continents. They argue brac- 
ingly that marketeconomics offers the best 
hope for world prosperity. The problem, 
they think, is not too much integration, but 
too little faith in liberal institutions. 

For Mario Vargas Llosa, a Peruvian 
novelist and right-wing politician, globali- 
sation offers opportunities to expand plu- 
ralism, legality and liberty. Deepak Lal, a 
top development economist, sees no nec- 
essary link between democracy and de- 
velopment. But he offers a robust demoli- 
tion of the argument that there is a "third 
way" between capitalism and socialism. 

Other authors argue that countries re- 
cently hit by crisis—in East Asia, for in- 

stance— were afflicted not by global forces 
but by the wrong kind of government in- 
tervention. The book takes a similar line 
with the world financial system: pro- 
blems arise not from market failure but 
from meddling in markets by, for exam- 
ple, the imr. These essays do not allow for 
nuance and not all of them are convinc- 
ing. But they offer robust replies to many of 
the cruder anti-globalisation arguments. 





GLOBAL FINANCE AT RISK: THE CASE FOR 
INTERNATIONAL REGULATION. By John Eat- 
well and Lance Taylor. The New Press; 258 
pages; $22.95 and £16.95 


N OPPOSITE plea, for more not less in- 
ternational financial regulation, is 
made by John Eatwell of Cambridge Uni- 
versity and Lance Taylor of New York's 
New School for Social Research. Based on a 
study for the Ford Foundation, “Global Fi- 
nance at Risk" argues that integration, for 
all its benefits, has weakened national fi- 
nancial regulation without providing a 
satisfactory alternative. 

In a world of floating currencies, they 
argue, financial markets are not self-regu- 
lating, pointing to derivative-related col- 
lapses and to currency crises in developing 
countries. To the charge that their idea for a 
World Financial Authority is Utopian, they 
reply, perhaps so, but insist it is still worth 
identifying the regulatory tasks which they 
claim "need to be done by somebody". 
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Urban history 


That great sea... 


LONDON: THE BIOGRAPHY. By Peter Ack- 
royd. Chatto & Windus; 846 pages; £25 


S SPRAWLING and energetic as the city 
it describes, this monumental work is 
in essence a social history, organised the- 
matically rather than chronologically to al- 
low Mr Ackroyd to deploy his distinctive 
perception of the nature of London and 
Londoners. He has covered some of the 
ground before, in novels about Nicholas 
Hawksmoor' architecture, Thomas Chat- 
terton's poetry and the Great Fire of 1666, as 
well as biographies of Charles Dickens and 
Thomas More. 

Anybody familiar with these books 
knows that Mr Ackroyd is obsessed with 
London and with the mystical and spiritual 
qualities he observes within it. Drawing 
chiefly on literature and anecdote, this new 
book pulls together those strands to pro- 
vide an irresistibly powerful and some- 
times sinister portrait of this city of “magi- 
cal energy” existing in "the shadow of 
pagan darkness"; from the distant past, 
when there were crocodiles in Islington and 
sharks in Brentford, to a present in which 
other kinds of savagery may suddenly 


manifest themselves. 

He is most interested in how Londoners 
seek and have sought to satisfy their gar- 
gantuan appetites—for food, drink, money, 
sex, sensation and stimulation of every 
kind. Among many thousands of words de- 
voted to crime, punishment and depravity, 
he describes vividly the scenes outside asy- 
lums as crowds gathered to enjoy the antics 
of the lunatics, and analyses the appeal of 
the public executions that drew huge and 
enthusiastic audiences until they were 
abandoned in the 19th century. At one of 
the last of them Dickens, who had specially 
rented a room overlooking the gallows at 
Newgate, was surprised to see among the 
spectators the tall figure of his fellow novel- 
ist, William Thackeray: both there, of 
course, strictly for research. 

As Mr Ackroyd reminds us, chance en- 
counters on the street have always been a 
part of what drives the city. His London is 
noisy, smelly and disreputable, “a vast zoo 
in which all the cages have been un- 
locked.” It is a stone wilderness whose in- 
habitants are constantly on the prowl for 
wealth, fulfilment, companionship or often 
just trouble. There are riots and disorder, 
but never so disabling as to render the city 
completely ungovernable. Sudden, terrible 
events, such as the Great Fire, the bloody 
Gordon riots of 1780 and the 1940 Blitz 
bring its citizens face to face with the feel- 





Targets of satire 


Reptile cherub 


AMPHIBIOUS THING: THE LIFE OF LORD 
Hervey. By Lucy Moore. Penguin; 384 pages; 
£20 


SIMPLE but easily forgotten fact about 

the great British satirists of the 18th 
century is that the targets of their anger and 
their derision were often important and 
highly talented individuals. John, Lord 
Hervey is probably best remembered 
as the “painted child of dirt that stinks 
and stings”, the “amphibious” Sporus 
of Alexander Pope's “Epistle to Dr 
Arbuthnot”. 

Yet Hervey was no fribble. Vice- 
chamberlain to the kings house- 
hold in 1730-40, he proved him- 
self the affectionate confidant 
of Queen Caroline, and conse- 
quently a valuable as well as 
consistently loyal ally of Sir 
Robert Walpole. His ability as a 
parliamentary speaker was acknowl- 
edged even by opponents. Though a 
prolific versifier, he had no poetic gift; 
but as a prose writer he was one of 
the most effective pamphleteers of 
his day, and the best of those writing ' 
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...howls on for more 


ing that they exist permanently on the edge 
of disaster; yet when those dramas have 
run their course they invariably lead to re- 
forms and safeguards that allow stability to 
return, at least until the next time. “The 
greatest effect of the Fire, paradoxically, was 
to promote the advancement of science,” 
Mr Ackroyd argues. London, he tells us, will 
always assert its dominance in the end. “It 
is a city," he observes, "which has the abil- 
ity to dance upon its own ashes." 

ы es 





on Walpole’s side. Above all, his “Memoirs” 
are a unique, first-hand account of the 
court of George п, cynically but acutely ob- 
served, and in the account of the queen's 
death, even touching. 

Robert Halsband's "Lord Hervey: Eigh- 
teenth-Century Courtier”, published in 
1973, was written for the student of 18th- 
century literature and high politics. Lucy 
Moore's book is aimed at a wider, non- 
academic readership. It is occasionally gos- 
sipy and careless in detail—we are twice 
told incorrectly that Charles James Fox at- 
tained the premiership—but the real 

difference is one of emphasis. Hals- 

band gives us the writer and politi- 
cian in his historical context; Ms 

Moore's primary interest is in Her- 

vey's personality and private life, 
finding him a surprisingly “mod- 
ern” man. 

Her central thread is 
Hervey's love affair with 
Stephen Fox. The cooling 
of their relationship is 
linked to Hervey's increas- 
ing political and court activities; 
and the final breach comes with 
Hervey's vain attempt to enlist his 
former lover for the opposition after 

his own fall. Thus emotional and 
political disappointment are made 
to coincide, and Ms Moore's final 


assessment of Hervey is that, for all his bril- 
liance his life ended in embittered failure. 
indeed, she sees Hervey's fall as due to hos- 
tility aroused by his prolonged involve- 
ment with Fox. 

Personal animus there certainly was, al- 
though whether due to homophobia or 
simply political old scores is debatable; 
Hervey's fortunes had so long been bound 
to Walpole's, and he had opposed the lat- 
ters impeachment so vigorously, that it 
was in any case impossible for him to sur- 
vive his leader's political demise for long. 
eS 





Philosopher's lives 


Making a mess 


BERTRAND RUSSELL, 1921-70: THE GHOST OF 
MADNESS. By Ray Monk. Jonathan Cape; 574 
pages; £25. Free Press (March 2001); $40 


€€ T)OOR Bertie,” Beatrice Webb wrote 

after a visit from Bertrand Russell in 
1931, "he has made a mess of his life and he 
knows it." In the 1931 version of his auto- 
biography, Russell himself seemed to share 
Webb's estimate of his achievements. Emo- 
tionally, intellectually and politically, he 
wrote, his life had been a failure. This sense 
of failure pervades the second volume of 
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Ray Monk's engrossing and insightful bio- 
graphy. At its heart is the failure of Russell's 
marriages to Dora Black and Patricia (Peter) 
Spence, his poor relationships with his chil- 
dren John and Kate, and the decline in his 
reputation as a philosopher. Russell, who 
had changed the direction of philosophy ir- 
revocably, was in later years unable to find 
permanent academic employment in Brit- 
ain,ousted from his professorshipat the City 
College of New York because of his progres- 
sive views on sex and marriage. He was re- 
duced to giving non-specialist lectures at a 
foundation established by a Philadelphia 
philanthropist, Albert Barnes. Eventually, in 
1944 he retumed to Cambridge, but by then 
the philosophical world was in the grip of 
Ludwig Wittgenstein's ideas, and Russell was 
largely ignored. 

Yet recent history has been kind to Rus- 
sell, and whatever he may have felt in 1931, 
his reputation as one of the 20th century's 
unquestionably great philosophers is secure. 
This reputation is based on his work on the 
foundations of mathematics, logic, meta- 
physics and the theory of knowledge, that 
was written well before the period covered 
by this volume. Russell's period of great 
achievement in philosophy was all but over 
by 1921. This was partly a result of the intel- 
lectual exhaustion he felt after completing, 
with A.N. Whitehead, the massive "Principia 
Mathematica" in 1913, and partly a result of 
the devastating criticisms his work had re- 
ceived from Wittgenstein, his former stu- 
dent. These criticisms caused Russell in 1913 
to abandon a large philosophical book he 
was preparing for publication, and he gradu- 
ally lost confidence in his view of math- 
ematics as an outgrowth of logic. It is argu- 
able that the best book he wrote after 1921 
was his three-part autobiography. 

Russell did not make a habit of aban- 
doning books he was preparing for publica- 
tion. In the 49 years covered here, he pub- 
lished almost 50 books (and a vast number 
of articles) on moral, historical and political 
subjects. As Mr Monk remarks, most of this 
work is of poor quality. Russell had strong 
opinions and a fluent literary style, but little 
skill in political or historical analysis. His po- 
litical works are marred by his preference for 
broad, a priori generalisations about hu- 
man behaviour and a striking lack of con- 
cern for the messy empirical details of politi- 
cal reality (somewhat ironic in the century's 
greatest empiricist). Russell wanted to 
change the world, but his proposals for 
changing it were vague and impractical. Mr 
Monk wryly comments, “saying ‘war should 
be abolished’ is not a contribution, either to 
the theory of war or to its abolition; nor is 
saying ‘people should be more reasonable’ a 
large step in making them so.” Reading Mr 
Monk's careful summaries of these political 
and moral works it is hard not to see the 
point in Wittgenstein's ponderous quip that 
Russell's works should be bound in two col- 
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ours, “those dealing with mathematical logic 
in red—and all students of philosophy 
should read them; those dealing with ethics 
and politics in blue—and no one should be 
allowed to read them.” 

So why did Russell write such junk? Part 
of the explanation is financial: the second 
half of his life was filled with the constant 
need toearn money to pay for his unpredict- 
ably extending family. Mr Monk tells the un- 
happy story of Russell's family in almost in- 
quisitorial detail, some of it painful to read. 
Many aspects of this part of his life deserve to 
be called failures. But to understand why 
Russell is still valued as a philosopher, the 
reader should return to Mr Monk’s excellent 
first volume, “The Spirit of Solitude” (1996). 


New thrillers 


Hit men 


Super-CAnnes. Ву J.G. Ballard. Flamingo; 
392 pages; £16.99. 

PAGAN Basies. By Elmore Leonard. Dell; 264 
pages; $24.95. Penguin; £16.99 (November) 


ETWEEN them, J.G. Ballard and Elmore 

Leonard have written more than 60 
novels. Far from losing the plot, these 
sometime young Turks have attained the 
status of old masters with attitude. 

As a bestselling writer, Mr Ballard 
knows how to conjure big themes out of 
popular genres. He made his name with 
“Drowned World” (1962), the first of several 
brilliantly conceived works of science fic- 
tion set in worlds undergoing mysterious 
forms of ecological collapse. “The Empire of 
the Sun” (1984) dealt profoundly with war. 
"Super-Cannes", like his 1996 bestseller 
"Cocaine Nights", showcases how to merge 
the conventions of the detective novel and 
the philosophical dialogue. 

The narrator in "Super-Cannes" is Paul 
Sinclair, a pilot recovering from a plane 
crash; the setting is Eden-Olympia, a hi- 
tech business park above Cannes where 
his wife works. Her predecessor in the job 
has just shot dead seven of the park's top 
executives, three hostages—and himself 
with a high-velocity rifle. As Paul investi- 


gates this apparently motiveless killing, he 
discovers that behind the impeccable fa- 
cade of Eden-Olympia is a thriving subcul- 
ture of drugs, crime and depravity. 

Eden-Olympia’s resident psychiatrist, 
the community’s staunchest defender and, 
ultimately, Paul's nemesis—is a wonder- 
fully sinister figure. He believes that Eden- 
Olympia is a model for a future where lei- 
sure has been replaced by work and indul- 
gence in premeditated violence is the surest 
way for members of the corporate elite to 
stay sane. The fantasy of an unsound mind, 
surely. Yet Mr Ballard dramatises these 
crackpot views with style and force, while 
carefully withholding conclusive judg- 
ments. "Super-Cannes" is a first-rate 
thriller, beautifully crafted, provocative 
and disturbingly ambiguous. 

The hero of Elmore Leonard's latest 
novel, "Pagan Babies", is Father Terry Dunn, 
à hard-drinking no-nonsense Catholic 
priest in war-tom Rwanda with a rather 
cavalier approach to his pastoral duties. 
During confession, a young Tutsi tells Terry 
of the murderous rage he feels towards the 
Hutu who killed his family. The priest's ad- 
vice? “Walk up to the guy and hit him in 
the mouth as hard as you can, with a rock." 

Terry himself goes a step further and 
coolly executes a gang of youths responsi- 
ble for massacring 47 of his parishioners. 
Terry sensibly hightails it out of Rwanda, 
and the scene shifts to downtown Detroit. 
There—with a blonde kindred spirit named 
Debbie Dewey who quickly becomes his 
lover—the pair set out to con the mob. 

“Pagan Babies” is one of Mr Leonard’s 
funniest books, with a typically colourful 
cast of oddballs. The dialogue, too, is 
snappy. Debbie harbours ambitions as a 
stand-up comedienne and she likes to try 
out new material on anyone who will lis- 
ten. Even her worst screw-ups can be em- 
bellished a little and turned into gags. “I 
was visiting my mom in Florida and hap- 
pened to run into my ex-husband...with a 
Buick Riviera,’ she deadpans. “It was a 
rental, but it did the job.” 

Mr Leonard steers the reader effort- 
lessly through a maze of plots and 
counterplots then brings the whole 
thing in with a bravura flourish and 
stops on a dime. 
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William Bundy 


T WAS a noisy family, William 
Bundy recalled. "Everyone 
talked all the time." And pretty 
uppity talk it was. Even the chil- 
dren had strong views on politics 
and history. William's father was 
an adviser to Franklin Roosevelt, 
and before him Herbert Hoover. 
The family's friends were famous 
or would be one day. William was 
a pupil at the same private ele- 
mentary school as John Kennedy 
and attended his tenth birthday 
party. He went to Yale, then stud- 
ied law at Harvard. The person 
that emerged from this privileged 
cocoon was clever, self-assured 
and had charm:a white Christian 
male from one of the north-east- 
em families enviously called the 
Boston brahmins, whose best 
and brightest had come to domi- 
nate American politics, and saw 
no reason why they should not 
continue to do so. William Bundy 
was also tall and not bad looking. 
How blessed are the privileged. 
He did not immediately enter 
government. There was the sec- 
ond world war to be won. He 
joined the army, and was sent to 
Britain to provide an American 
presence in а team engaged on 
cracking German military codes. 
Mr Bundy's biographers have 
tended to over-emphasise Amer- 


га 
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the brightest, was the president's 
national security adviser for part 
of this period, and he too came in 
for savage criticism up to the time 
of his death in 1996. 

In Kai Bird's book about the 
brothers, "The Colour of Truth", 
he takes a kindlier, if unflattering, 
view of them. “They understood 
that Vietnam was a gamble,” he 
says. They “understood the dan- 
gers of fighting a white man’s 
маг” in Asia, and were doubtful 
that America could succeed 
where France had failed. Yet, even 
when they saw how badly the 
war was going, “they found a way 
to persist in folly". Although they 
were liberals in upbringing, the 
brothers settled for “а safe prag- 
matism", taking a conservative 
stiff-upper-lip view of a war they 
morally opposed. Loyalty to rela- 
tionships in the government out- 
weighed their doubts about the 
war in which 58,000 Americans 
and millions of Vietnamese were 
to die. They were an instance of 
how honourable men, claiming 
good intentions, can orchestrate a 
disaster. 

After William Bundy left gov- 
emment service he was harassed 
by opponents of the war, and a 
bomb exploded in his office. His 
critics tried to stop his appoint- 











ica’s contribution to this very suc- 
cessful operation, but he seems to 
have acquitted himself well in the 
demanding work and was re- 
membered by his British colleagues for his courteous ways. 

Back in America, and working for the Central Intelligence 
Agency, he found himself attacked by the less-than-courteous Joe 
McCarthy, a senator who claimed that the government was rid- 
dled with communists. Mr Bundy had given a few dollars towards 
the defence costs of Alger Hiss, a brahmin like himself, but who 
McCarthy said was a Soviet agent (as indeed he almost certainly 
was: Obituary, November 30th 1996). Mr Bundy's friends in high 
places managed to extricate him from this mess and he stayed 
with the cıa for ten years. But to be publicly hounded for the first 
time in his life was a blow to his esteem. The need to protect him- 
self may also have often been in his mind when confronted with 
the problem of Vietnam. 


Best, brightest, “war criminal" 

William Bundy was frequently attacked for what one critic said 
was his role “in planning and executing illegal and criminal war 
policies in Indochina”. As a maker of policy, particularly in Asia, 
Mr Bundy did have the ear of three presidents, Eisenhower, Ken- 
nedy and Johnson, during America’s entanglement in Vietnam 
after 1954, when France, the former colonial power, was defeated 
by the Communists. His younger brother, McGeorge, another of 


William Bundy, American foreign-policy 
maker, died on October 6th, aged 83 


ment to the editorship of Foreign 
Affairs, but Kenneth Galbraith, 
who had links with the governing 
board, said the magazine was so 
unreadable that Mr Bundy could not do it any damage. In fact, 
during his 11 years as editor Mr Bundy pepped up the magazine 
and opened its pages to critics of his Vietnam policy. He acknowl- 
edged that “considerable mistakes” had been made about Viet- 
nam, some of them by him: he was never quite as arrogant as his 
brother who said, yes, he had erred, “but I am not going to waste 
the rest of my life feeling guilty about it." 

These were the years when, under Nixon, Carter and Reagan, 
the Washington establishment became much less of a branch of 
the New England aristocracy. “Best and brightest" became a term 
of derision. However, with Gore or Bush, bluebloods both, soon to 
take over at the top, it would be unwise to write off the power of 
the charmed circle. William Bundy, the circle's epitome, perhaps 
could never quite forgive Nixon and his secretary of state, Henry 
Kissinger, for being credited with ending the Vietnam war, albeit 
in a Communist victory. In *A Tangled Web", published in 1998, 
Mr Bundy calls Mr Kissinger's dealings with the Vietnamese Com- 
munists “unnecessarily sloppy”, a stinging rebuke for all its seem- 
ing understatement. 

Everyone, remarked Mr Kissinger, "tries to knife me in the 
back, except Bill Bundy." He was "still enough of a gentleman to 
knife me in the front." E 
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INSEAD 





Focusing on the human factor 
in organisations 


This unique programme, organised jointly by INSEAD 

гапа HEC, is designed for "people professionals" ~ execu- 
tives in high-growth, intensive people-management 
industries and working with individuals, groups and 
organisations. 


Led by Professors Gilles Amado (HEC) and Manfred Kets 
de Vries (INSEAD), two of Europe's top business school 
authorities on the application of psychoanalysis to manage- 
ment, this executive-fit modular programme will broaden 

our behavioural repertoire for organisational investiga- 
n, and will help you become more effective in: 











ulfiling the role of internal / external consultant 
+ managing client relationships 
» piloting executive development and coaching 


• guiding change processes 


Participants who successfully complete the programme 
earn the INSEAD-HEC certificate, as well as 

a Specialised Master's degree in Consulting and Coaching 
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Exploring manifestatic 
in organisational events. 
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The John F. Kennedy School of Government 
offers an exciting new degree program, 
the MPA in International Development 


Prepare yourself to make 
a difference in the world. 
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ius UNU Headquarters, Tokyo, Japan 
14 May ~ 22 June 2001 


The United Nations University (UNU) will offer four "International Courses" from 14 May to 22 June 2001. at its Cemre in Tokyo. The. 
UNU/ICSs are meant for postgraduate students and professionals in various occupations with a college or university degree in Japan and abroad 
who are interested in working in international fields, in public-service or private organizations, including. the UN system, multinationa 

. corporations, and non-governmental organizations (NGOs) as well as national foreign service organizations. 


m The four courses to be offered in May 2001 are as follows: 


- United Nations System: Structure.and Activities; 

- Environmental Monitoring and Quality; 

- Human Rights: Concept and Issues; and 

- International Cooperation and Dev: velopment (This course will be supported by the Yutaka Akino Memorial 
Donation from the Government of Japan and will be called “Akino Memorial Course for 2001”). 





i | Participants are expected to take one or two courses at a time. Tuition fees per course is ¥100; 000 — about US$935 at the September 2000 
UN exchange rate — or ¥150,000 (about US$1,400) for two courses. Those participants from developing countries who take two courses an 
“who can successfully demonstrate à need for financial assistance are invited to apply for a limited number of UNU fellowships: 


; a Those who wish to apply for the courses, please contact: 


Ms. Wilma James, Training Assistant 

United Nations University Headquarters 

5-53-70 Jingumae, Shibuya-ku, Tokyo 150-8925. Japan 
Tel: 481-3/3499-2811 

Fax: 481-3/3499-2828 

E-mail: james @hq.unu.edu 


Ог visit our website for a copy of the brochure and UNU/IC Application Form: http://www.unu.edu/ic/ 





| Deadline for applications is 31 January 2001. 
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It's a big world. 


Somebody has to run it. 


TRIUM EMBA an alliance of 


Y STERN SCHOOL OF BUSINESS 


ON SCHOOL O CONOMICS AND POLITICAL SCIENCE 


HEC PARI RADUATE BUSINESS SCHOO 


TRIUM is the only truly integrated, truly global Executive 
MBA. Participants earn a joint degree in 16 months by 
attending concentrated two-week study modules at the 
three flagship schools, plus one week each in São Paulo 
and Hong Kong. Distance learning and team projects 
occur between class sessions. It’s visionary, focused and 


unique. Kind of like you 


s RIU For more information, 


call +33 1 39 67 70 94 in Europe or 
+1 212 998 0442 in the United States. 
Visit www.triumemba.org or 


e-mail info@triumemba.org 
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The University of Chicago Graduate School of Business 


Most people 
would say 
is is an apple. 
But some see 
an international 
chain of on-line 
supermarkets. 





Executive M.B.A. Program | Europe Campus 


There are a million ways the world will change. With a Chicago 
GSB MBA you will be ready. Join our part-time Executive MBA 
Program in Europe, which is taught entirely by the Chicago GSB 
faculty, a group that has earned more Nobel Prizes for business 
innovation than any other business school. 


The program is designed for experienced, internationally-minded 
executives who are looking to earn a world-renowned MBA 
while continuing their professional career. It has a unique 
structure, with a total of 16 one-week sessions, spread over a 
period of 20 months. Participants attend lectures at all three 
GSB campuses located in Chicago, Barcelona, and Singapore. 


Learn more about the Chicago GSB Executive MBA Program in Europe, visit us in: 
Frankfurt: 
Oct. 14. 14:00-18:00. Hilton Hotel, Hochstrasse 4 
Warsaw: 
Oct. 18. 16:00-20:00. Hotel Europejski, Krakowskie Przedmiescie 13. 


Moscow: 
Oct. 21. 14:00-18:00. Hotel Metropol, 1-4 Teatralny Proyezd. 
Istanbul: 
Oct. 24. 17:00-21:00. Hilton Hotel, Cumhuriyet Caddesi 





To confirm attendance, please contact: 
barcelona.inquiries@gsb.uchicago.edu or Tel: +34 93 505 21 54 
The University of Chicago Graduate School of Business, Executive M.B.A Program | Europe Campus 


Aragó 271, 08007 Barcelona, Spain. http://gsb.uchicago.edu/execmbaeurope 


You will be ready. 
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in FRANCE, in BELGIUM 
DUTCH 


in BELGIUM E 


66 HOURS PER WEEK 


IN THE TARGET LANGUAGE 
Study: 


up to 43 private and/or group lessons 
and pedagogical activities 


'ETIRED PEOPLE OF 55 AND ABOVE 
(Special conditions available) 
+ JUNIORS from:1-10:18 years: 
- FRENCH. in BELGIUM o 
- ENGLISH in ENGLAND, 
in BELGIUM 


UNIVERSITY 


| WASHINGTON INTERNATIONAL 


Bachelor * Master * Ph.D. 
Business (GMBA Majors) - Engineering 


PASS 
Liberal Arts - Computer fs 


Adults, eurn убит AMERICAN degree inm ONE YEAR 
+ Academe oredit for your work experience * Une our. w 


TERNET LIBRARY # Your piva American Tastmieror from our 
will help you with your studies « Students from 112 countries 


ВО. Box 1138, Bryn Mawr, PA 19010-USA 
fax: 10. 527.1008 * e-mail: admissionséPwashint.edu * wwwiwashintedu 


GENEVA 2000 


During the past two decades, the FAME-ICMB 
Executive Courses in Finance have become the 
benchmark for executive training in asset 
allocation, risk management, forecasting and 
quantitative analysis. 


FAME-ICMB- 
IN FINANCE 


EXECUTIVE COURSES - 


The emphasis on practical applications and our 
renowned international faculty ensure that 
participants build skills that are directly 
applicable to their daily work environment. 


12 David Cox er 6 - 10 
IMPLEMENTING QUANTITATIVE TECHNIQUES FOR 
FINANCIAL MARKETS 


13 Didier Cossin November 13 .- 16 
CREDIT RISK PRICING, MANAGEMENT AND THE USE 
OF CREDIT DERIVATIVES 


14 Salih Neftci November 20 - 24 
ADVANCED MATHEMATICS OF DERIVATIVE PRODUCTS 


FER RE 
СА MERET MANACEMEN he бое жашо 


To register and obtain our detailed brochure, 
please contact: 

Fabienne Scagliola or Béatrice Candolfi 
FAME-ICMB 

Av. Blanc 49, 1202 Geneva, Switzerland 

Tel: +41-22/731 95 55 Fax: +41-22/731 95 75 
E-mail: geneva-courses@fame.ch 

URL: www.fame.ch/executive-education/geneva 


|J THE ECONOMIST OCTOBER 14TH 2000 





& 


Putting into practice with our teachers: 
at-breaks, meals and evening socio-cultural activities 





International informatio 
and reservations: 


Tel: 32-87-79: 
ie Fax: 87-79 H 88 
ince 1975 


in USA; Languageney 
Tel: 1 (403) 384-0334. 
Faxo p (3) 3 


Teaching French to adults for 30 years 


Overlooking the Riviera's most ANCA 
A UNIQUE TOTAL IMMERSION PROGRAM 
8 :/; hrs a day with 2 meals. 8 levels: Beg. 1 to Adv. II 
ACCOMMODATION IN PRIVATE APARTMENTS | 
Next available 4-week course starts Oct. 30, Néev.27 and ail y 
06230 Villefranche/Mer ЕЈ, France, Tel.: (33) 493.01.88 44. Fax: (33) 493 7( 
www.institutdetrancals.com 


APPOINTMENTS 


CERAM SOPHIA ANTIF 
GRADUATE SCHOOL OF MANAGEMENT & TECHNOLOGY . 


More than 1800 students and 1000 executive managers i 
corporate training, CERAM Sophia Antipolis. on the Fren 
Riviera, one of the leading group in higher education 
France, made up of a full range of educational activi 
from bachelors, masters programs to full time MBA (accred 
ted AMBA) and scientific programs, is located in the vel 
dynamic and international environment of Sophia-Antipolis, 
the first scientific park in Europe. Thus, CERAM develop: 
high skills in entrepreneurship, information technologies 
and finance. As part of our development : 


WE ARE RECRUITING 
FULL TIME PROFESSORS 


If you are interested, please visit our web site: www.cetam.edu _ 


ff you think you fit the job, please do not hesitate to send us your application 
(letter, CV, remuneration wanted) under reference at : 

Direction des Ressources Humaines, 
CERAM Sophia-Antipolis 

Rue Dostoievski BP 085 A 

06902 Sophia Antipolis Cedex FRANCE “CERAM SOPHIA 

or by e-mail human-resources@ceram.edu FRENCH NIVEA chases NE COMMERCE AND зири 
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Department for 
international 
Development 





The. UK's Department of International Development has 
recently agreed a programme of assistance to the forestry 
sector in Nepal, it will build on previous support to the 
successful community forestry programmes seeking to enhance 
benefits to poor forest user. It will also support the government 
... of Nepal and. donors to move towards a sector wide approach 
1 for forest management in the hills and the Terai (lowlands). 
Three internationally recruited staff are required to manage and 
advise the programme that will be implemented in partnership 

; rest users, the government and other donors. 


-Programme Co-ordinator 
Based in Kathmandu, you will be expected to provide overall 
strategic direction arid leadership to the Livelihoods and 
Forestry Programme. You will need proven staff and project 
management skills and understanding of public sector change 
in а developing country. 
QUALIFICATIONS AND EXPERIENCE 
Management experience in the Natural Resources Sector is 
essential, together with a BSc and higher qualification in natural 
or social science including Business Management. You will have 
an understanding of strategic issues in public sector 
management and reform. You will also be experienced in 
managing development programmes including management of 
contractors and finances in developing countries in particular 
Asia. Understanding of sustainable livelihoods approaches is 
essential, whilst knowledge of forest management and forest 
policy is desirable. You will have strong communication skills 
and the ability to act as a change agent at a national level. 
English language is essential and a first hand knowledge of 
Nepal would be desirable. 


Community Forestry Adviser 

Based in Kathmandu and area offices, you will support teams in 
implementing the community forestry programme in the hills. 
You'll travel extensively and have proven staff management and 
facilitation skills, as well as a sound understanding of 
participatory forest management preferably in Nepal. In 
co-operation with the Monitoring Officer, you'll lead the 
development of strategy for implementation of the community 
forestry area component of the LFP, identifying alternative 
approaches for piloting in the community forestry areas and 
developing criteria for assessing effectiveness. You'll also 
provide technical and managerial support to Area Managers. 






















AH375/5D, 


Fulfilling Britain's commitment fo a О poverty 


The Department for International 
D 


ponsible for 
promo ing development and the 
reduction of poverty. DFID is committed 
to the internationally agreed target of 
halving the proportion v people living in 
extreme poverty br 

DFID works in part 


European 
assistan 
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LIVELIHOODS AND FORESTRY 


governments, international and national 
non-governmental organisations, the 
private sector and institutions such as the 
World Bank, UN agencies and the 
Commission, Most of our 
concentrated on the poorest 
in Asia and sub-Saharan Africa, 
0 work in middle income 
5, and in Central and Eastern 


















PROGRAMME (LFP) 


NEPAL 


QUALIFICATIONS AND EXPERIENCE 

А BSc in Natural Resource Management is essential, as is an 
understanding and experience of working with people-oriented 
forest management systems. You'll have experience of Staff 
Management, with the ability to understand and analyse 
strategic issues. You'll have strong communication and 
facilitation skills and the ability to delegate. You should also be 
willing to travel extensively. The ability to speak Nepali is 
desirable but not essential. 


Terai Forestr ry Adviser 

Based in Kathmandu, you will lead a new team to о, ап 
inclusive approach to management of Nepal's high value Terai 
forests. You'll need strong skills to facilitate discussion amongst 
the interested groups, a background in tropical forest planning 
and г and an ability to support policy and 
institutional change. You will manage the Terai component of 
LFP, guiding the development of a new approach to strategic 
forest management planning. Managing the LFP staff 
implementing the Terai component will also form part of your 
remit. 

QUALIFICATIONS AND EXPERIENCE 

Ап MSc in Forestry is essential, as is experience in Forest 
Management planning systems, forest policy analysis, inventory 
and resource assessment. Knowledge of Asia is desirable along 
with experience of participatory forest management. You'll have 
strong facilitation and communication skills along with strong 
conflict resolution skills. English language is essential and 
knowledge of Nepali is desirable. 


TERMS OF EMPLOYMENT AND ELIGIBILITY 

The duration of appointment for the Community Forestry 
adviser will be 5 years, with a salary range of £36,000 - £42,000 
per annum (UK taxable) depending on experience. The duration 
of appointment for the Programme Co-ordinator will be 31/, 
years and 2 years for the Terai Forestry Adviser, the salary for the 
two posts will be in the range of £36,000 - £45,000 per annum 
(UK taxable) depending on experience. All salaries include an 
element in lieu of the employer's share of superannuation. 
Various allowances and entitlement to home fare paid leave 
may also be payable. 

Candidates should be nationals of Member States of the 
European Economic Area (EEA), Commonwealth citizens who 
have an established right of abode and the right to work in the 
United Kingdom or those granted refugee status as defined by 
the 1951 UN Convention on Refugees. 

Closing date for all posts: Friday 10 November 2000. 


Application forms can be obtained, quoting reference AH375/5D clearly on your envelope, from Susan Cassidy, Room 
ent for International Development, Abercrombie House, Eaglesham Road, East Kilbride G75 SEA or 
кон 01355 ерсе or e-mail: group5diQGdfid.gov.uk 


http://www.dfid.gov.uk 


Europe. 

DFID is committed to a policy of equal 
opportunities and encourages applications 
from all parts of the community. We 
would particularly welcome applications 
from, women, people from an ethnic 
minority background and people with a 
disability. Selection is on merit. 
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РК Manager - The Economist Newspaper 


~The Economist is firmly established as one of the 
|. world's most authoritative and influential publications. 


Famous for its objective, factual writing and read by a 
_ world-wide audience of 3 million decision-makers. The 
7 newspaper is experiencing strong growth in all markets 
. around the world. | 
As we embark on а new.phase of development 
i with a re-design and a move to four colour editorial 
"we are looking to recruit a PR Manager to build 
awareness of The Economist in key media. 
The successful candidate will be responsible for 
press апа broadcast relations across Europe but will 
work with. our PR offices in North America and 
cus will be on the generation and 
ment of. topical stories in relevant media. 


As a key point of contact for all enquirie ting 
to the Economist newspaper, the PR Manager, 
reporting to the. Circulation. Director, will 
comfortable working closely with both editorial and 
commercial department 8 ferabl y from: a media 
background, h ; 
relevant experience in PR and media elations.. 

Please send a CV and covering letter, including your 
current remuneration. deta’ Is, to Paul McHale, 
Recruitment Department, The Economist Group, 
15 Regent Street, London SW1Y 4LR. Please quote 
reference PRM 13/10. Fax: 020 7839 2338. 
E-mail: recruitment@economist.com. Closing date 
Friday October. 27th 2000. For more information you 


can visit our. website at www. economistgroup. com 





г. ActionAid's mission is to work with poor and marginalized people to eradicate po пу апа injustice and the 

. inequity that cause it. ActionAid is a leading international NGO working in 35 countries in Africa, Asia and Latin 
America with a supporter base of over half a million people in Europe and alliance partners i in Spain, Ireland, 
France, Italy and Greece. 


Country Directors 
. Nepal & Pakistan 


ActionAid has been working in Nepal since 1982 and in 
Pakistan since 1990 and now has а significant depth and 
`. Spread of rights based anti-poverty programmes. We have a 
strong team of staff; а range of partnerships and alliances with 
‘local, national and international organizations and a high profile. 


related to Nepal and Pakistan together with a high level of. 
competency in people-centred, rights-based, gender -. 
responsive and policy-orierited programming. An ability to г; 
engage and generate results in fund-raising and pol icy work 
at national and internatiorial level is important. 


Candidates are expected to have a higher level university т: 
education and a minimum of 5 years' of relevant experience. 
Expertise and experience in one of our priority themes in Agla 
- governance, food security, education and gender — will be 
advantageous. 


~ We are looking for value driven, gender sensitive leaders for 
Or programmes and teams in. Nepal and Pakistan. 
Candidates are expected to have a thorough understanding 
t; about and commitment to the fight against poverty, injustice 
and inequity in the local, national and international context 


p -Please send your full CV for the attention of Lesley Halliwell, either by fax (+1460 66871) or email jobs@actionaid.org.uk e 
+ quoting appropriate reference number (Nepal Post:0010-01; Pakistan Post: 0010-02). Closing date for receipt of 
_ applications: 12 November 2000. 
Women candidates are particularly encouraged to apply for these positions. 
"We have resources to contact short-listed candidates ONLY. The interview will take place ir in the 
respective country of posting during the week of 20 November 2000. 
ActionAid website: www.actionaid.org 
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EW CHAI Re {Full Professor) _ 
Aarhus School of Business, Denmark. =" 


The Department of information Science invites applicants fora new Chair 
| (Ful Professor) in “Performance Management”. The post ів tenable from 
“4 February 2001. . 


The main working areas of the professoarship will be development 
and integration of new measurement systems for continuous 
improvement of corporate performance. 



















The ad can be seen in full at the Aarhus School of Business’ website: 
2 htip//www.hha.dk/adm/rek/information.htm - ledige stillinger (vacant 
positions). 







Closing date for the application is 31 October 2000. For further 
information candidates are invited to contact Professor Kal Kristensen, 
by phone: +45 8948 6353 or by e-mail:kak@asb.dk 








imagine a world where every child is safe, well fed, 
educated: and happy. imagine being. part. of making 
that dream a reality by using your skills to make a 
difference to children's lives. 


International Co-ordinator: 
Children of the Millennium Project 
£27,527 - £32,000 p.a. incl. LWA" (pay award pending) 
3 year contract * based in Vauxhall, London 


Save the Children and an academic consortium including Reading 
University, South Bank University and the London School of Hygiene 
and Tropical Medicine, are seeking a co-ordinator for an innovative 
DflD-funded project, monitoring trends in child poverty in 
5 developing countries. The studies will combine quantitative and 
qualitative techniques, will build research and analytical capacity in 
partner countries and are intended to support policy and action on 
poverty eradication in the participating countries and internationally. 
This post is key to the successful implementation of the project. 

The first phase of the project is for 3 years and you will co-ordinate 
the entire project and facilitate the activities of all national and 
international partners. This will include enabling longitudinal surveys, 
capacity building, the development of methodology and analysis, the 
commissioning of additional research, the facilitation of national and 
international policy partnerships, and the dissemination of results 
via a range of media internationally and in-country, You will be 
based at Save the Children's London office with up to 6 months 
travel per year. 

You will have at least 5 years' experience of international 
development work, including work in a research or advocacy 
capacity; a thorough understanding of development policy and 
practice issues; highly developed analytical and communication 
skills; the ability to forge high-level partnerships across a wide range 
of institutions; and an ability to manage a large and complex project 
and budgets. A social science.degree with experience of conducting 
research and data collectionis essential; a postgraduate research 

“Qualification is desirable. 

* Salary will be awarded depending on certain criteria including 

^experience, skills and current salary of successful candidate. 

For further information and an application form please send a 
postcard to Janet Wright, HR Team 4, Save the Children, 17 Grove 
Lane, Loridon SES 8RD, Alternatively e-mail j. wright@scfuk.org.uk or 
fax: 020 7703 2278, quoting ret: PRA, 

Closing date for receipt of completed applications: Wednesday 
1st November 2000. 

Recrüitment and selection. procedures and checks reflect our 

commitment to the protection of children from abuse. 

Visit our web-site: www.savethechildren.org.uk/vacancies 

Save the Children aims to be an equal opportunities employer. 











































@ Save the Children 
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TREAM ASIA ANT OR ASSOC ATE 
? DIM ONS OF INTERNATIONAL SECURITY 
is contingent on asailabi f funding. 


SULTY MEMBER IN NEW DIMENSIONS OF 
SECURITY 








а) POST DOCTORAL FELLOW IN MANAGEMENT OR POLICY OF 
NONPROFIT ORGANIZATIONS 


Additional information on tbe positions listed above can be found on GSPLA's 
website at: httpz/ /www.gspia.pitt.edu. 
AA/EEO 





° „Join one of the world’s 
| most comprehensive 
(and growing) news 
operations. / 


Radio Freé Europe/| Radio Liberty broadcasts 

in 26 languages in Central and Eastern E 

~ the former Soviet Union, and the Middle East. We are 
currently seeking well-qualified journalists to be based in 

Prague, Czech Republic.” 


Senior News Editor/Correspondent 


You will write and adapt major news stories and features, evaluate source 
material and develop original sources, edit news and features as assigned, 
independently generate reports for feature wire, and initiate own reporting 
projects, while always adhering to RFE/RL standards. Qualifications: You 
should be an experienced journalist with a university degree in journalism, 
or related field, or equivalent practical experience in related discipline. Five 
plus years professional news journalism experience with specialization in 

the economic structures of NIS, CEE, and/or Middle East regions as well as 
broad knowledge of international economics and globalization issues desired 


News Editor 


You will write and adapt news stories, features, and special reports from 

a variety of sources including original research and reporting and mentor 
more junior features writers. Additionally, you will research and recommend 
story treatment and length and be able to choose stories independently 
which require minimal editing or supervision. Qualifications: You should 
have a university degree in journalism, or related field, or equivalent practical 
experience in a related discipline, and four plus years professional news 
journalism experience. 

Both positions require English language fluency and a proven ability 

to function effectively with people from widely different national and cultura 
backgrounds. Knowledge of one or more of our broadcast languages is highl 
desirable. Successful candidates will demonstrate a strong commitment 

to journalistic objectivity and integrity and have experience working 

in a fast-paced international news organization, with tight deadlines. Relevant 
experience in one or more of RFE/RL broadcast regions and a thorough 
knowledge of the news needs in RFE/RUs broadcast areas is preferred. 


TO APPLY: Please provide detailed CV, with cover letter outlining 
qualifications and salary requirements to: jobs@rferl.org or Fax: 
+420-2-2112-3420 no later than October 30, 2000. 


RFE/RL is an Equal Opportunity Employer committed to workforce diversit 
Visit our Web site at: www.rferl.org 


RADIO FREE EUROPE 
RADIO LIBERTY 
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ecutive $75K-S00K+. Career searching into; within or out of Institute 
Asia / Europe / M.East / U.S.? Contact for Free Info & Critique 


www.careerpath.co.uk 


CP Fax: Email: 
“USA/Canada +1202 4781698 cpamerica@careerpath.co.uk 

Europe +44 20 75048280  cpeuropeG2careerpath.co.uk 

Asia / M. East / Aus +66 2 2674688 ope k.loxinfo.co.th 


The Hague, The Netherlands 


The {SS is an international centre for 
higher education and research in. . 


The creme always rises to the top, so development studies. Postgraduate 


teaching programmes conducted in 


why shouldn't you? English are offered at the Diploma, MA 


Looking for the way to achieve that higher level of income? If you're an ; and PhD levels. 
international senior executive, over 40, and currently earning $100K+ per 
year, we can assist you in attaining your goals. Resume Broadcast 
International, will manage your career search with the personal contact 
necessary for success. Our commitment is not just 40 hours per week, but > a vacancy for a 
. 24 hours а day, 365 days a year. Contact us at Tel: (619) 224-9257, Fax: 
(619). 224-9268 or E-mail: 102224.3306 @compuserve.com and open the 
© doors to opportunity today. 


т Resume di Resume Broadcast International 
Tow st T P.O. Box 6990, San Diego, California 92166, USA. appointment is to commence as soon:as possible, and is for au 
REE EOE Tel: 619 224 9257, Fax: 619 224 9268 ppoin i р ' ; 


Internation ОПА Email: 102224.3306 G compuserve.com ree (3) years, with possibilities of extensión: 
A 


is based in the Staff Group Economics of Sustainable: 


pment, one of the four Staff Groups in the Institute. The Group 


© UNITED NATIONS HIGH | паше 20 

th amive eR avours to train economists from around the world in analytic апа. 
í UNHCR COMMISSIONER FOR REFUGEES ntitative methods and is responsible for one Major (Economics 6 
‘he M refugee agency GENEVA, SWITZERLAND Development) in the 15-months MA programme aad one postgradu 


Diploma Programme (Development Planning Techniques). The 


di rnal Relations Officer - Corporate Sector Groups current research focus is on two main areas: (ii) structural 
Prívate Sector and Public Affairs Service adjustment and financial reforms and their impact on growth, stabilit 
distribution and poverty and (ii) the determinants of long-run 
( Post No. 157002, P-4): sustainable growth aiid equitable human development. 
: In addition to teaching and research, staff also undertake advisory 
fhe United Nations High Commissioner for Refugees (UNHCR), with work in these areas. Р 
adquarters in Geneva and Offices throughout the world, seeks an experienced 
Senior External Relations Officer - Corporate Sector (P4), for its Private 
“ Sector and Public Affairs Service in Geneva. Tasks and responsib 
‘ St * "Teaching, research. and projectiad sory work in the area 
Reporting to the Head of Private Sector and. Public Affairs Service, the Senior Staff Group ! ; 
External Relations. Officer: will develop’ and implement à communication 
strategy for the corporaté world, aimed at mobilizing resources and promoting * Management duties of the Staff Group 
support for the work of UNHCR, * Project and/or advisory work 


More specifically, he/she will: Requirements: 
Develop and implement a communication strategy targeting the business й , 2 Р TE. 
nami that vil promote support for the wak of UNHCR and identify * PhD n SECADI, with a strong. publications record 
specific and practical areas of cooperation; * Teaching experience at postgraduate level 
Develop and implement a fund raising plan of action directed at the * Expertise consistent with the research priorities of the Staff Group, 
international business community in particular expertise in micro economics of development 
Develop UNHCR's policy on cooperation, with the corporate sector as well as * Preferably project experience in developing countries 
guidelines and criteria on how to develop and maintain cooperation; 

Coordinate implementation of. the corporate strategy with national fund " y 
raising partners of UNHCR (National Associations): Employment conditions: 
Develop activities and tools that support corporate sector fund-raising efforts; Employment conditions are comparable tó those at the Dutch 
Provide guidance and support to Directors of Regional Bureaux and UNHCR Universities. The appointment will take place at tke level of Lecturer. 
representatives in the Field on-corporate sector cooperation. or Senior Lecturer, cepending on qualifications and the overall strengt 
Qualifications: The incumbent should have an advanced university degree in of the candidate's academic profile. Salary for Lecturer will be in | 
Marketing, Finance, Business administration (MBA), Communications or accordance with scale 11 of the CAO Dutch Universities, which ranges 
`i Political or Social Sciences, with extensive work experience in the corporate from Dfi 5745 (Euro 2608) to ОЯ 7909 (Euro 3590) gross permont 
sector, in an international capacity, and а minimum of 3 years direct, practical, plus 896 holiday allowance. For Senior Lecturer tke app 
 Cofumderasing experience in securing high level fonding from corporations. ke pl i hich р Df. 6981 
“Candidates will be asked to demonstrate a comprehensive and successful track take place in scale 12, which ranges from (в 
record both as hands-on fund-raisers and fund-raising managers. Excellent oral Dil 9015 (Euro 4092) gross per month, 
and written communications skills are required. 
Applications accompanied by a curriculum vit; 
three referees should reach the ISS before 15 
Applications: Full curriculum vitae, including salary history, nationality and addressed to Professor J.B. Opschoor, Rector, 
references, should be sent to: Studies, Kortenaerkade 12, 2518 AX The Hag 
Vacancy Management Unit, UNHCR, case postale 2500, particularly encouraged to apply. Candidat 
121 Geneva 2 Dépôt, Switzerland, be asked to supply samples-of 
Fax No. (441.22) 739 7322 or e-mail hqpe92 @unherch. will be contacted at that stage. Additional 
Applicutions should be received by 24 November 2000. 


‘Languages; Fluency in English is essential. French would be an asset. 


from Dr K. Jansen, Dy e-mail: jansen@iss.nl or by 
COUNHCR encourages qualified women to apply. Acknowledgments will only be Dr.A.Bedi, by e-mail: arjun@iss.nl, or fax: 070-4262 799. 
Y sent to short-listed candidates under serious consideration, More information available on our web site: wwwüss.nl 
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UNIVERSIT. Ат ZÜRICH 


` Dekanat der Wirtschaftswissenschaftlichen Fakultät 
Ramistrasse 71 CH-8006 Zürich 0041-1-634 23-14 


The: Faculty о Economics; Business Administration and Information 
Technology. at the University of Zurich seeks, as of September 2001, a 
‘suitable candidate for the position of 


Professorship in Business Administration 
and Operations Management 


cou. have a proven scientific record in research and teaching in the field of 

‘Operations MM {postdoctoral qualification such as Habilitation or 
eduivalent, 19 addition you are thorough ly conversant with recent 
developments in the field, particularly in the areas of "E-Business" and 
:P|Süpply-Chaln: Management", 








We are a highly interdisciplinary, vesearch-oriented faculty, In our research 
and teaching we systematically refer to new perspectives in social sclence. 


Part of your function will be to work closely with those colleagues whose 
work is relevant to yours andto look for ways of cooperating with other 
universities. You will also contribute to the undergraduate programmes in 
nd Management & Economics currently being developed and to 
xecutive MBA programme. 








The University is keen to offer equal opportunities and women are actively 
encouraged | to apply. 





| Applic ations should: be sent by: 31 October 2000 to: 


othe Dean ot the Faculty of Economics, Business Administration 
and Information Technology. 

Prof Dr. P. Stucki 

; University of Zurich 
:Rámistrasse 71 

CH 8006 Zürich 














































“You already know Tesco as the UK's number one retailer, but that's not the 
whole story. Today we are a global organisation that's constantly launching 
cts and services - from. mobile phones and financial services to 
> are the world's largest internet grocery business and we 
spanding fast, as far afield as Asia апа Central Europe. 





An-organision as complex and fastmoving as this calls for an active 
gover niment and indusus s programme, You will take the lead in this 
sing an evolving brief at both UK and European level. You 
will be а senior member of the Cor porate Affairs Director's team, 





This highly influential role will sce vou. acting as a key policy adviser 

d Board and dealing with senior external figures, 
s amd competition authorities to industry 
ations. There will be à small, 
"dedicated team to ead, and ownership of our external affairs strategy 


Government & Industry Affairs Manager 
Cheshunt, Herts 


TESCO 


ZEND" MT ЛИР TT ae 


Pave the way for our latest 
developments, 





HEALTH ECONOMIST SOUTH EAST 


ftompetitive + bonus + benefits, dependent upon experience. 


With an annual investment of US$2.4 billion in research and development 
generating up to 30 new products worldwide Бу 2002, Health Economics 
with us means working with the most advanced pharmaceutical products on 
the market. 


We are looking for a versatile, proactive and commercially focused individual 
who has excellent knowledge of the UK healthcare environment to deliver 
health economic support to our strategic products and internal and 
external customers. 


Of graduate calibre, preferably with а formal qualification in Health Economics, 
Economics or related discipline, you must have excellent written and verbal 
skills. A record of research in this field is desirable. 


if you have a pragmatic attitude and the ability to work effectively with 
others at the world’s largest multinational pharmaceutical company, we 
would be very interestad in talking to you. 


To apply please forward a full CV to Sarah-Jane Page at Aventis, Aventis 
House, 50 Kings Hill Avenue, Kings Hill, West Malling, Kent MET9 ДАН. 


Tel: 01732 584330. Fax: 01732 584267, Email: Sarahdane Page@Aventis.com 


which embraces a wide array of issues - everything from transport to 
e-commerce legislation, food standards and emplovinent issues. 

A graduate with good contacts and interpersonal skills, you will need 
5 years experience in public affairs gained in a government, corporate, 
consultancy or institute setting. 

Crucial to your success will be an ability to understand government policy 
and clearly. articulate Tesco views. You will also need to formulate and 
deliver strategy to meet complex business goals. Experience of Brussels 
would be an advantage but is far from essential. 

To apply please write, enclosing your CV to: Patricia Sewell, 
HR Manager, Tesco Seores Lid, Delamare Road, Cheshunt, Herts 
ЕМВ OSL. 


Closing date: 27th October 2000. 


Tesco Ван equal opportunities employer. 
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| UNIVERSITY OF 
OXFORD 


“Said Business School 
The International Motor Vehicle Program (IMVP) 
Research Associate 


 Academic- Related Research Staff Grade IA: 
£16,775 - £21,435 p.a. 


Applications are invited for the post of Research Associate to undertake research on the 

$ European automotive industry, as part of the International Motor Vehicle Program (МУР). 

:§ The IMVP has had a major impact on the global automotive industry through its 

“groundbreaking benchmark studies that resulted in The Machine that Changed the 

World. The Program continues to manage research projects across three continents in 

various themes relevant to industry. The Research Associate will be based at the Said 

Business School at Oxford University and carry out extensive fieldwork in European 

automotive companies, The focus of the research will be on modularity and outsourcing, 

in. ihe context of new phenomena such as "bulld-to-order', eBusiness, telematics, and 

г. powertrain innovations. The Research Associate will work under the supervision of 
UM Professor Mari Sako at Oxford University. 


The appointee will have qualifications and/or familiarity with relevant social sclence 

research, Familiarity with the automotive industry, experience of field research at 
^^. postgraduate level, and European language skills will be an advantage. The appointment, 

to start as soon as possible, will be for 12 months initially. Salary is negotiable according 
‘to Qualifications and experience. 


Further details of the post are available from Elaine Durham, Said Business 
School, 59 George Street, Oxford OX1 2BE (tel: +44 (0) 1865 288683, email: 

efaine.durhamGsbs.ox.ac.uk), or at www.sbs.ox.ac.uk/sbs/5bs1:html: Intending 

' "applicants are welcome to discuss the position with Professor Mari Sako on 
tel: +44 (0) 1865 288 660 or email: mari.sakoGsbs.ox.ac.uk. Applicants should 
send a curriculum vitae, including an email address, with the names of three 
referees and а personal statement in support of application, to Elaine Durham. 
The closing date for applícations is 3rd November 2000. 


The University is an Equal Opportunities Employer. 


THE UNIVERSITY OF SHEFFIELD 


SCHOOL OF EAST ASIAN 
STUDIES 


LECTURER IN JAPANESE STUDIES 


Applications are invited for the above post, which is 
available from 1 January 2001. The appointee will be 
expected to contribute to the research performance 
of the School and to participate in the teaching, 
co-ordination and development of modules on 
Japanese Studies in the general area of the political 
economy of Japan, with special emphasis on the 
disciplines of business, economics or law, A PhD 
or one nearing completion, in a relevant discipline 
is essential. 


Salary £18,731 - £29,332 pa. 
Closing date for applications: 3 November 2000. (Ref:R2167) 
An Equal Opportunity Employer 


For details of this post, E-mail: jobsGsheffield.ac.uk 
or Tel: 0114-222 1631 (24hr). 
Please quote the post reference in all enquiries 


Vacancy Web Site: http://www.shef.ac.uk/jobs/ 
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The Deutsche Bundesbank, the central bank of th 

Federal Republic of Germany, is an integral part of the 
European System of Central Banks (ESCB). The 
Bundesbank participates in the fulfilment of th 

ESCB's tasks with the primary objective of maintaining 
price stability in the euro area. 


For demanding and varied tasks in the Economics 
Department at our Central Office im Frankfurt a 
Main we are looking for young economists inten st 
in the following fields of work | 


- Monetary policy and financial markets: 
Public finance 
Business cycle analysis 
International economics / European integra or 
Econometric modelling and analyses 


Economists who are not native German speakers та 
write in English. However, a basic knowledge 
German is desirable. We offer a competitive sal: 
and an excellent benefits package. We е 
candidates to have 


Practical ахрапөпса of iae econometric metho 
The ability to present complex subiects cogently 
and intelligibly 

If possible several years' relevant professional o 
research experience 

Postgraduate qualification in economics 


The Bundesbank seeks to increase its ratio of femal 
economists and therefore explicily encourage: 
applications from suitable qualified women. 


For further information on the Deutsche Bundesb n 
and the vacancies. offered visit our website t 
http://www.bundesbank.de. 


Please send your application with CV and letter 
reference to: 


Deutsche Bundesban ( 


Personalabteilung 
Postfach 10 06 02 
D-60006 Frankfurt am Main 
Federal Republic of Germany 



























Dynamic Sales Professionals 








Meyado is Europe's premier 
provider of investment advice to 
nternationalty minded people 
living and working abroad. They 





Could you capitalise on your overseas experience? 


Exceptional OTE Package 
Locations Worldwide 


Living and working in vour chosen 
City world-wide, you will be expected 
to work in the English language. This 
should be the last career move you 





















ever make... 





rely on our Investment Consultants 

to manage their finances 

effectively, Our ambitious plans for 

the next millennium start now with 

othe expansion of our Sales Force 
world-wide, 





Do you believe you have the 
commitment and the drive to build an 
exciting new career with us? Will you 
be stimulated by the demands and the 
benefits of a serious, results orientated 
package? 










You are an acknowledged high 
achiever with at least 7 years 
experience, proven sales success 
cand you are aiming for a long term 
career with excellent promotion 
"prospects. 





Then please send your CV and a 
covering letter to: 





Human Resources 
Manager, Meyado 
International Limited, 
Orchard Lea, 
Winktield Lane, 
Windsor, SL4 4RU 
United Kingdom 





You will have already built up 

| the skills and cred libility to 

deal with clients at the 

hest levels. Meyado 
| will provide you with 
;omprehensive: 

training and ongoing 
Support to equip you 

with the tools 

песеѕѕагу for success 

аѕ ап International 

nvestment Consultant. 














Alternatively, please 
fax applications. on 
+44 1344 887 658, 
or e-mail them to 
cathydale@meyado.com 






Helpiag people... 
„. Achieving Goals 

















Frankfurt * Hong Kong * Lisbon * Madrid « Moscow * Shanghai * Singapore 


MERICAN UNIVERSITY IN CAIRO 





Applications are invited for the following Economics openings at The American 

University in Cairo (AUC). Founded in 1919, AUC's campus is located in 

iro, Egypt. and its degree programs are accredited by the Commission on 

| Higher Education of the Middle States Association of Colleges and Schools. For 
more information see our website at www.aucegypt.edu. 






Teach B.A. and M.A. level intermediate and advanced microeconomics 
| üncluding the economics of information and the application of game theory); 
and also labor economics and histery of economic thought, JOB. # ECON-1 


Teach В.А, and M.A. level intermediate and advanced macroeconomics 
{including dynamic macro theory), money and banking, international 
economics (and exchange-rate policy). JOB # ECON-2 


Teach В.А. and М.А. level econometries and time series, mathematical 
conomics, and the economics and econometrics of finance. Candidates for this 
position should also be well-versed in the use of software packages like EViews 
and RATS, and should be prepared to run a "workshop" course in applied 
| economics for graduate students. JOB #ECON-3 


; Normal teaching load is three courses per semester, and English is the language 
of instruction, Ph.D. is required, teaching experience is preferred. In. view of the 
AUC's protocol agreement withthe Egyptian Government which. requires 
specific proportions of Egyptian, US. and third-country citizen faculty, at this 
me preference will be given to qualified applicants: who are. U.S. citizens. 
‘Two-year appointment would begin in September 2001. Rank open, placement 
and salary based:on qualifications. and experience. For re-located hires, housing, 
annual home leave. and schooling for two children are included. AUC is an 
Equal Opportunity Employer. Send letter of application specifying Job # with 
CV. and names and addresses of three references to: 
Dr. Bar! (Tim) Sullivan, 
Provost, 
The American University in Cairo, 
420 Fifth Avenue, 






























FI.3-EC, New York, N. Y. 10018-2729, 
or. e-mail mrussell @aucnyo.edu before October 27, 2000. 


NUFFIELD COLLEGE 


OXFORD 


Postdoctoral Research Fellowships 


Nuffield College intends to appoint, with effect from 1st October 2001, a number 
of Postdoctoral Research Fellows, and applications are invited from graduates of 
any country wishing to undertake research in the social sciences. The main 
interests of the College are in Economics, Politicos and Sociology, broadly 
construed. The responsibility of a Research Fellow is to engage in postdoctoral 


research within those areas. 


Candidates should normally, by 1st October 2001, have completed, or be close to 
completing, a doctoral thesis. To be eligible, candidates should not, by that date, 
have spent more than a total of eight years in postgraduate study in the social 
Sciences, and/or in employment in a teaching or research post in the social 
Sciences, nor should they have previously heid a research fellowship similar to 
that advertised. 


The salary scale for Fellows with a doctorate is from £15,090 p.a. (under review). 
Fellows who have not yet completed their doctorate receive a grant of £8,289 p.a. 
{under review). Fellows receive free single accommodation in College or a Housing 
Allowance of £3,820 p.a. Funds are avaitable for research support. 


Further particulars can be obtained from the College website: 
www.nuff.ox.ac.uk or from Alison Bateman, Secretary to the PRF Competition, 
Nuffield College, Oxford OX1 1NF. E-mail: alison.bateman@nuf.ox.ac.uk 
Applications must be received by Friday 24th November 2000. 


The College exists to promote excellence in education and research, 
and is an Equal Opportunities Employer. 











International Center for Agricultural Research in the Dry Areas 
(ICARDA) 


VACANCY ANNOUNCEMENT 


DIRECTOR OF FINANCE 
Aleppo, Syria 





Organization 

ICARDA fs a non-profit international agricultural research center in a worktwide consortium of 16 centers, supported by the 
Consultative Group on Intemational Agricultural Research (CGIAR), The CGIAR is co-sponsored by the World Bank, the 
Food and Agriculture Organization of the. United Nations, the United Nations Development Programme and the Unitec 
Nations Environment Programme. With a staff of over 400 scientists and support personnel, representing more than 4t 
nationalities, ICARDA addresses two key areas of agricultural research: germplasm improvement (cereals and legumes 
and natural resource management. The Center has a global mandate for barley, lentil and faba bean Improvement, and г 
regional mandate for the improvement of wheat, chickpea and forage and pasture legumes. A major emphasis is placec 
оп the conservation and management of land and water management, and improved productivity of emadi ruminants ir 
integrated farming systerns in dry areas. The Center's research and training programs are implemented in partnership will 
national programs. and, in most cases, with other CGIAR centers as wall as advanced research institutes in bot 
developing and industrialized countries, 


The Position 

ICARDA is seeking a Director of Finance (DoF) to be located at ICARDA's Headquarter in Syria, reporting to the Director 
General. The DoF would be primarily required to plan, lead, integrate and coordinate finance services of the Center tc 
contribute to its organizational effectiveness, The DoF would thus have overall casponsibility lor providing high quality 
managerial, financial services to the research programs and units, the DG and the Board ot Trustees (BOT) of the Center 
As a member of ICARDA's senior management team, along with the DG, ADG (at large) ADG Research, ADG Intemationa 
Cooperation, DoA, the DoF would also be actively involved ip strategie planning and overall guidance of the Center, anc 
developing and implementing an innovative and productive resource-mobilization strategy. Details of responsibilities are 
given on our website: hltpi/www.eolaricarda. 


Qualifications & Experience 

1, A graduate degree in business, professional accounting or public administration. (An MBA or similar postgraduate 
degree is preferred). 

2; Atleast 15 years relevant experience of financial management with intemational/regional research Institutions, including 

. -Seven years in a leadership position. 

3. Training it managemen! systems and procedures, and a strong inter-personal skila, 

a. Proficiency in computerized information systems to meet financial system, and management needs. 

5. Fluency in spoken and writen English (Knowledge of Arabic and/or French would be an advantage). 


Terms of Appointment 

The appointment will be for an initial period of two years. renewable thereafter on an annual basis. The salary is paid ir 
US dollars. Benefits include housing allowance, paid home leave travel, a pension scheme, Ме and health insurancr 
package, vehicle for business and personal use, and free enrollment for dependent children in the ICARDA-administeret 
international School (KG-Grade 12} 


Living in Syria 

ICARDA'S headquarters are situated 30 km south of Aleppo, Syria's second largest city. in addition to the internationally 
accredited School, ICARDA runs a Sports and Social Club tor the staff, Syria has many historical and archaeological sites 
some.a short drive from Aleppo. There are four distinct seasons. ard the terrain varies from desert to mountains to fertile 
{тий orchards. Turkey, Lebanon and Jordan can be reached easily by car; and Cairo is a one-hour flight from Aleppo, Majo: 
intemationat airlines (Air France, Alitalia, Austrian Airlines. British Airway, Egypt Air, KLM, Swissair, Turkish Air] fly inte 
‘Damascus and several provide connection to Aleppo. 

Application 

Qualified applicants are invited to send: A cover fatter of interest, including recent salary history, curriculum vitae, names 
addresses, telex, fax and e-mail numbers of three professional referees, and photocopies {non-returnable} of athe: 
relevant supporting documents, 52: Director of Administration and Personnel Services, ICARDA, PO. Box 5466, Aleppo 
Syria, Telephone: (963-21) 2213477, 2225112, ot. 2925012, Fax: (963-21) 2213490, 2225105, or 5744622, Emah 
ICABDA-JOBS QOGIAR ORO, Website: hitto/wew.oglarorgicanta. (IF sending by e-mail, please send documents in Rict 
Text Format and do not include graphics or other large file attachments.) 

REFERENCE; quote INT/OO24/00 on the application (ar in the subject ine If applying by e-maitj. 

APPLICATION DEADLINE: 15 November 2000 or шй the position is Бей. 


ICARDA is an equal opportunity employer, and encourages applications from women. 
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pus DEFINE tHe FUTU RE 


OF THE 


NORWICH 


AUTOFACTS is breaking new ground for the motor | industry. Already 

a leader in automotive analysis, and the analytical engine behind the 
CEE E Global Automotive Practice, we've 
refocused our business to concentrate on executive strategic 
advisement. And with the backing of the world's leading professional 
services organisation, we're well placed to take the market by storm. 
At the heart of our plans is our unique web-enabled service offering. 
Combined with our established consulting skills, our strong customer 
focus and the sheer scope of our services, we are set to establish 


` ourselves as true pioneers in automotive analysis. To support our 


“aggressive European growth strategy, we need the people who will 
take our services into the boardrooms. of some of the world's most 
significant automotive industry players. 


Senior Analyst 

This role is central to our success - because it will be up to you to 
draw together our regional forecasts for Europe, the Middle East and 
Africa and present them to automotive executives around the world. 
We pride ourselves on offering clients a ‘breadth and depth of 
expertise, marrying-à massive bank of market ‘information’ with 
deeply insightful analysis. So as well as being an experienced analyst, 
you'll need the profile, confidence and credibility to present our 

findings at the very highest levels. 


Naturally, you must have a deep knowledge of the industry. Several 
years' experience in the automotive industry i is required, preferably 
within an analytical role. What's more, you'll need to share our client 
focus and be able to inspire, mentor and develop your team. 


> AUTOMOTIVE INDUSTRY 


£COMPETITIVE & FLE XIBI 
Analysts | | 
You'll begin largely by drawing strategic conclusions fror 
information for a group of manufacturers across the glot 
profiles and analysis will help determine our view of factors 
new products, investments in. capacity and assembly numbers. The | 
analyst's role is crucial te the analyses we. present to our clients... 
Once you've demonstrated your superb analytical skills, you'll start. 
to become more involved in presenting our findings to clients. | 


All of which means you' ll need some relevant experience, whether 
it's in a similar role, or with a supplier or manufacturer, .M 
importantly, you must be keen to develop а strategic overview of 
automotive industry, and be comfortable with the prospect 
presenting to clients at the highest levels. — 


For both roles, you can ook forward to. much more than a s good 
rewards package, including flexible benefits. This is your chance to. 
make a huge impact on a unique and rapidly expanding area of ; 
PricewaterhouseCoopers, and in turn on the industry as а whole... 
Plus, of course, there are all the career prospects you'd expect from 
a firm with our presence and experience. 


To apply, send your CV by email, to: charlotte. j.pikeGuk.pwcglobal.com 

or by post, to: Charlotte Р Ке, PricewaterhouseCoopers AUTOFACT 5 

The Atrium, St Georges Street, Norwich МЕЗ ТАС. i 
WWW, pwcglobal.com/auto _ 


PRICEWATERHOUSE(COPERS (8 


Join us. Together we can change the world. 
PricewaterhouseCoopers refers to the UK firm of PricewaterhouseCoopers and to other member firms of the worldwide PricewaterhouseCoopers organisation, 


BUSINESS & PERSONAL 


OFFSHORE COMPANIES, TRUSTS, FOUNDATI ‘ONS, 
BANKS, INSURANCE COMPANI ES 


http://www.global-money.com, http://www.flagsofconvenience.com 
gme @global-money.com Faxes: +1-416-3525168, +3120-5241407 
GLOBAL MONEY CONSULTANTS S.A. - FLAGS OF CONVENIENCE S.A. 


985 

PUBLISH YOUR WORK 

ALL SUBJECTS CONSIDERED 
WRITE OR SEND YOUR MANUSCRIPT TO: 


MINERVA PRESS 
315.317 REGENT ST LONDON WIR ТУВ UK 
www tiinerva-préss co.uk : 





| AVAILABLE BY EUROPEAN BANK | COURSES 


LCS SLCS • PROOF OF FUNDS 
* INVESTMENT LOANS 
* FINANCIAL GUARANTEES 


| FAX APPLICATION ONLY TO 
EB +90 392 228 82 91 





U.S. Bank Account 
Opening Service 


CALL ANYTIME Tel; 1.800.423.2993 
(toll free) or 4302,996.5819 
Fax: 1,800.423.0423 (USA/Canada опу) 
or Fax: «302.996.5318 
E-mail: inc infodidelbusinc.com 
internet: httg/Zwww.delbusinc.com 
Delaware Business Incorporators, inc. 
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Universities of Sheffield, Nott sham, | . : Л HERUM : а 
Cambridge апа The Open University | |. | ШО НЫНАН Aun AL 
Poverty analysis and monitoring | ECONOMICS 


The University of Aberdeen and Macaulay Land Use Research 
апа pro-poor gr owth Institute seek to appoint a dynamic individual to a joint Research 


Chair in environmental and rural economics. The appointee will 
lead the economics group at the Macaulay Institute, strengthen 
links between researchers at the two institutions and have a key 
leadership role in enhancing and expanding research in 
nvironmental and rural economics at Aberdeen. Candidates 
Should have an international reputation for innovative research 
and have published in one or more of the following areas: 
environmental economics, natural resource economics, rural or 
agricultural economics. А demonstrated ability to raise research 
funding and strong leadership skills are also essential. 


The Macaulay Institute is committed to undertaking both strategic 
and applied research on land use issues in an holistic manner. 
Candidates must have a commitment to multi-disciplinary 
research and an ability to work closely on research projects with 
scientific staff across a wide range of disciplines. This is vital in 
terms of forging closer links between researchers at both the 
Department of Agriculture & Forestry and the Arkleton Centre for 
Rural Development Research at the University and those in the 
Institute. A post-doctoral post at the Macaulay Institute will be 
made available immediately to support the work of the appointee. 
The successful applicant will also have a major influence in 
appointing a number of additional staff over the next two years in 
both institutions. 


Confidential and informal enquiries may be directed to Professor 
Dominic Houlihan, Dean of the Faculty of Science & Engineering 
(tet +44 (0)1224 272081, email: d..houlinan@abdn.ac.uk) 
and/or Dr John Milne, Deputy Di Di rector of the кау Institute 


Closing date for applications: 30 October 2000. (Ref: R2158) ; ! T 








Three Research posts in the area of anti-poverty strategies are 
available for the following 2 year projects conducted by a 
consortium of the above four universities and commencing in 
early December or January 2001. 









Labour markets, gender and pro-poor growth 

Two posts are available, one at Cambridge and one at 
Sheffield both requiring applied development economics 
Skills, if possible with associated interests in gender 
and the operation of labour markets. African or Indian 
experience desirable. 









The scope for increasing the poverty leverage of aid 

Post available at Nottingham or Sheffield; requiring applied 
development economics skills, if possible with an associated 
interest in international finance. 







‚А fourth research post is available, mid-2001 in the area of 
risks, incentives and optimal poverty reduction strategies. 
: Salaries £16,775 - £18,731 pa. 


Informal enquiries to Professor Paul Mosley at Sheffield, 
Tel: 0114-222 3397 or to any of the project directors listed in 
the further particulars. 













UNIVERSITY 
оғ ABERDEEN 









“For details of these posts E-mail: jobs@sheffield.ac.uk or 
Tel: 0114-222 1631 (24hr). 


Please quote the post reference in all enquiries 








Vacancy Web Site: http//www.shef.ac.uk/jobs/ 
BUSINESS & PERSONAL - 












58 ài № A s k dl 
Innovative and cost-effective solutions to protect your assets and minimise your tax. The Sovereign Group is a professional global practice of 
leading tax specialists, operating in 17 jurisdictions worldwide for over 10 years. For complimentary copies of our guides to international tax planning 
and trustee services, please contact your most convenient Sovereign office. Altematively call for expert practical advice free of obligation or charge. _ 


BAHAMAS: Coretta Dames GIBRALTA) $ i HONG KONG: Stuart Stobie U.K.: Simon Denton USA: Paul Winder 

Tek: 91 242 322 5444 el: +3 6173 +862 2542 1177 Tet: +44 (0)20 7479 7070 Ti *1 800 813 ВТ (usa toll free) 
+¥ 242 325 8445 د‎ +350 70158 *852 2545 0550 Fax: +44 (0)20 7439 4436 Fax: 8 382 {usa toll free) 
overeignGroup.com Г vereignGroup.com 5 SITE -CO uk @ SovereignGroup.com 2 












MENO mann Mace Companies 
Blank [ntroductions 


ssionals since 1977. E 250 Nee Sri 





ul RMED AND AD 





STUNNING NEW 


EXECUTIVE APARTMENT: 
On the water at Hoboken and Port Liberte, 
New Jersey. Beautifully furnished for 
short/long term. Minutes to 
Wail Street by ferry or Path Train. 
Gym, parking, maid service, security. 
ExecuStays 

Established since 1980 (800) 443-1899 
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NTC RESEARCH 


SENIOR ECONOMIST 
£25,000 - £30,000 


depending on experience and qualifications 
An exciting opportünity to obtain valuable experience in a 

> successful, rapidly-expanding world-leader in the fields of 

gee economic research and publishing. 

"NTC Research is a UK-baséd private sector economic research company that 
:gpecialióes i in the generation aid publication of economic data. Most well known 
the monthly business surveys that NTC produces in thirteen countries, which 
are closely watched by the financial markets, central banks. and ‘governments 
Europe and which are widely reported in: the Tonal: and international 

©з» press. 
We require an intelligent; dynamic, organised and шегше” economics 
«graduate (2.1 or higher) with relevant. work experience to fake control, of the 
~economic-and statistical validity of the indexes atid play.a significant part in the 
“economic: interpretation of the data and the development of. new economic 
oducts; Managing a small team of economist/statisticians, the role will require 
ood writing skills and a genuine interest in economics. 


GRADUATE ECONOMIST 


We are also looking for an ambitious recently-graduated economist to join the 

team responsible for data interpretation and the writing of our monthly economic 

survey reports. Applicants must have a good first degree (minimum level 2,1) in 

xcellent writing and analytical and the ability to take early 
агу and good prospects; 











exciting ои to hese involved in. à. young, dynamic and: friendly 
трапу producing. leading-edge | economic information. 
: ` Please send your CV and covering le 
.- Greg Slinn, Managing Director, : 
TC Research, Farm Road, Henley-on-Thames, Oxon RGY 1EJ. 
Email: greg ene co. uk - 


BUSINESS & PERSONAL. 


International Calls Cost U 
8596 Less In the New Wor 


f you re looking for the finest international phone rates and service, 
look no further than New World Telecommunications. Because we 
save you up to 85% on all international calls. 


To the U.S. and U.K, 4s a true callback innovator, New World 
МАЗ provides state-of-the-art voice communica- 
tions and the lowest possible rates for all 
international calls originating outside the 
United States through callback. 

Now you can call anywhere in the world 
at amazingly low rates. Perfect for home, 
office, hotel, fax, or cellular phones. Call 
today and be calling globally at 85% less 
the day after tomorrow! 


Call Today! 1-973-438-3168 


1402 Teaneck Road, Suite 114 
NewWorld 


Teaneck, New Jersey, USA 07666 
telecommunications 





Fax: 1-201- -287-8428 
economist? newworldtele.com 
www.newworldtele.com 








; © 2000 New World Telecommunications. New World а trademark of New World Telecommunications, All ghts reserve. 








E ECONOMIST OCTOBER 14TH 2000 

































NIU поула NITY TU 
ISRAEL AIRPORTS AUTHORITY 


Israel Airport Authority = 
Invitation For Tender Bids 


The Israel Airports Authority (" ТАА") issued an invitation for bids 
to receive a concession fo provide advertising services at intemational 
and domestic airports, as well as ТААЗ proud border terminals. 


The services consist of the following: 
(A) Operation, marketing, 

existing advertising setup atl 
terminals. 


A's airports and ground borders - 


(B) The planning and erection of future шешем facilities at 

said location (including Terminal 3, which is being build as part of | 
"Ben Gurion 2000" project), as well as their füture operation, marketing, 
maintenance and management. 





For further information please contact: 

Sharon Ben-Esra Comercial Manager 

Tel: 4972-3- 9710970 Fax: +912-3-9730862. 

E-mail: sharonbe@iaa,g http://www. ben-gurion-airport.c 1 


/ "ORPORATION (PTY) LTD 
NamPower Centre, 15 er Street, PO Box 2864, Windhoek, Namibia | 
Tel: 264-6 2054111, Fax; 264-61-232805 


NAMPOWER TENDER NO: SP/ES/L/T/I 


"Tender for 400k V Overhead Transmission Line from existing Kakerboom Substation ( 
30km from Keetimanshoop tows) to Skorpion? Zinc Refinery (2 30km from Rosh Pinal) i 
Southern Namibia. | 


NamPower wishes to invite qualiti ied and interested parties to tender as turnkey. contractor 
for the above project involving & 250km of single circuit 400kV transmission linie u 
guyed chainette type towers and: incorporating: 24 fibre. OPGW, : 


A two envelope tendering procedure Will be: followed б requiring a Technical Proposal and. a : 
Financial Proposal, 


The Technical Proposal will hive ta.demonstrate: 





i) Their experience of similar projects. 

i} Their sound financial status. 

iii) The capability of their proposed: management organisation to construct the pro 
including design capability and environmental control: 

iv} The technical suitability of their proposed designs and manufactured components, 

v) Тһе acceptability of their proposed programme to completion. 

















An immediate review of eack Tenderer's Technical Proposal will ‘be carried 

determine eligible Tenders. Those tenders. not considered’ eligible at that stage wilt: 
rejected completely and Financial Proposals will be returned unopened. The Finan 
Proposals of the remaining tenderers will then be opened in public. without алу prior 
discussions between tenderers and the Employer. D 








Tender Documents can be obtained from 27 October 2000 on payment of 
refundable amount of USD 700 (Seven Hundred US Dollars) to NamPower f 
attention of Mr KM Nair, Project Manager. 
Tel: 264 61 2052256/2082342/2082333 
Fax: +4264 61 2052354. 

Payment by bank transfer (swift) to Bank Windhoek, Kudu Branch, Windhoe! 
NamPower (Pty) Ltd. Main Account 1005063004T, Branch Code 482-172. 


Completed bid should reach our offices by 12 noon on 5 January 2001. NamPower rese 
the right to reject any or all tenders without assigning any reason. 


Pa 


NamPower 
















FEDERAL REPUBLIC OF NIGERIA 


National Council for Privatisation, Bureau of Public Enterprises 


Fourth Pan African Investment Summit 


PRIVATISATION 
IN PRACTICE Е 


g | | д FOR OUR 110 PAGE COLOUR BROCHURE СОМТА‹ 
19-22 November, 2000 • ABUJA, NIGERIA | : 
CREDIT CARDS 


CW Forster (Director) 
“The Government of Nigeria and Business in Africa Inter- " а ACCEPTED 
national Magazine are convening a high level summit to WORLD WIDE 
examine the issues facing privatisation in Africa: with leading Grosvenor Court, Tow: 
"international experts. who will bring hands on practical isle of Man, Great B 


us : AI йө на TEL: +44 1624 815544 
| experience to this topical issue. Government officials, state FAX: +44 1624 817080 


| governors, legislators, trades unions, academics and senior | E-mail: economist@ocracom 


executives of private sector bodies are invited to join top os 
— WWWw.ocra.com - 






















ranking speakers and VIP delegates in Abuja to: 
HEAR the record on performance 1509002 94 Certificated * A member Qf the Estate and General Group established in 1935 

and reform of state owned enterprises 
IDENTIFY the rationale for problems of public ownership 


DISCOVER how to privatise natural monopolies: 
theory and evidence 








АП New 2001 Edition! 


CoNNoiR 2001. 


American & Canadian Trade Directory 
CD & Print Edition 


Who can supply what we need? Where is the nearest distributor? Who do we sell/buy our 
products/services from? How do we contact them? Quick search by company name, brand or 
trade name allows you to contact company directly from the CD by e-mail. Get into a 
supplier/buyer's web site directly from the CD! Work with up-to-date info. 






DISCUSS regulation: structure and methods 






EXAMINE deregulation and competition policy 
DEBATE labour and privatisation 


ACQUIRE methods of privatisation: 
Auctions, share floatation, concessions and strategic investors 


LEARN the lessons of Mass Privatisation 
in Transition Economies 


UNDERSTAND recent privatisation: 
data and corporate governance 


BENEFIT from sector case studies 
(Telecommunications, Transportation and other Utilities) 








* 10.8 million American & Canadian suppliers and buyers of consumer and 
industrial products and services including new contact info, web sires, number of 
employees, product Innovations, complere branch office, locations, full 
product/service line descriptions, full rrade/brand name descriptions, newly 
registered companies and most senior personnel for cach department. Categorized 
by industry, sector and region. 

* 28,600 product & service categories sub-divided into industry, sector, region, 
state and province. 

* 4.6 million American companies CEOs, contact name, title, direct e-mail, 
telephone & fax, business type, web site details, direct web-link from CD, year 
established and number of employees for each listing including stock info. 

* 985,000 Canadian companies, CEOs, contact name, title, direct e-mail, telephone 
& lax, business type, web site details, direct web-link from CD, year established and 
number of employees for each listing including stock info. 

* 1200 Governmental Relations & Advocacy firms. High powered US & Canadian 
lobbyists for all interest groups. 

+ 4800 USA & Canadian Financing/Funding sources allows government policy 
maker(s) and every business executive to. research thousands of funding/lending 
sources for all major industries, sectors and government bodies. Includes asset based 
lenders, equipment finance, finance & factoring firms, investment banks, PPO 
Underwriters & OTC market makers, private lenders, industrial joint venture 
specialty firms, govt projects, real estate finance and venture capital sources. 








NETWORK with senior decision-makers from over 29 countries 
Summit fee: $1,000 






















For mare information, please fax, post or email your request to: 


BUSINESS IN AFRICA CONFERENCES, First Floor, Delft House, 
376 Rivonia Boulevard, PO Bex 1357, Rivonia, South Africa. 
Fax: +27 11 807 0919. E-mail: conference@businessinafrica.co.za 


or BUSINESS IN AFRICA CONFERENCES, The Club Suite, 100 Piccadilly, 
PO Box 2602, London WIA ЗМУ 
Fax: +44 171 495 7966; E-mail: Businessinafrica@compuserve.com 












The most comprehensive and award winning research and reference tool for scrious 
executives and policy makers! Sold for 1789275 for both CD & Print Edition (Sold As 
One Liem Mae & PC Compatible) Forward Bank Draft/lnternational Money Order in 
favour of AHABH FINANCE INC CANADA 

Capitol Financial Services Group MAPO-BLDG #4673-349 West Georgia Vancouver 
British Columbia Canada VOB 4A- L Tel (6043 730-6007 Fax (604) 871-0039 

Quote Ref. CONN/001DB service@capitaldevelopment, net 








BUSINESS IN AFRICA CONFERENCES 
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The SCF Group, est. in 1989 provides full ranges of offshore s services at what we believe are the 
_ most competitive rates currently available bya licensed iss ional firm. 


For immediate, friendly advice, please contact: 


LONDON: anson Lotery B.Sc (Hons) DUBLIN: Peter Мир y B.Comm (Hong) 
THA (0) 20 7352 2274 Tek 4-353 (8) 1.662 1388 
Fax: +44 (0120 7795 0016 Fax: 35340) 1 662 1554. 

E-mail: canson@scfgroup.com E-mail pmurphye?scfintkiot le - 





LONDON: 
90-100 Sydney St., Chelsea, 
London SWS ВМ 


DUBLIN: 
27-29 Lower Pembroke St, 
Dublin 2, ireland. 


EUROPE S LEADING LIGHT 


Crossair of Switzerland, Europe's largest regiona! airline offers more than. 28 dai у. 
departures from the UK and Ireland to Switzerland, In addition, Crossair also offers a. 
network that encompasses over a 100 destinations: in over. 30: countries. through 
EuroCross hub at EuroAirport Basel. 


CROSSAIR 
TENDERS 


For further information contact your jocal travel agent 


j ve Qualtlyor Group or, +44 845 607 3000, www.crossait com. >.: 





ш Quality serviced apartments offering best value a 

for maney, Our apartments offer great savings 
Compared to hotels. Fully serviced, private 

a bathroom, kitchen. ТМ, telephone, central Wu 


CUT THE COST OF YOUR 
“STAY IN LONDON 
Cornfortable.sellcantained serviced studio flats 
in Knightsbridge near Harrods, fully equipped 
kitchen-dinetie, bathroom, phone, satellite TV, 


REQUEST FOR EXPRESSIONS OF INTEREST 
ТО PARTICIPATE IN THE COMESA 


heating, elevator " 
ш Centrally located in Kensington area 


" Tourist Board Approved 1 
“Ashburn Garden Apartments: 

3 Ashburn Gardens и 

ihisington, London SW7 400, UK п 
www.ashburngardens.co.uk 

info@ashbumgardens.co.uk W 


Tel: ++44 207 370 2663 


centra heating, elevator, maid service, resident 
maneger Suit 1-2 persons, Brochure by AirMail: 
Knightsbridge Service Apartments 
45 Ennismore Gardens, London SW? ТАО, 
TEL: 020 7584 4123. Fax: 020 7584 9058. 
info G keflats.demon.co.uk 
www.ksflats.demon.co.uk 


Fax: ++44 207 370 6743 
нининини 


Sils 
ab CL 
X Ass 


, 4% $, 
v 
à AUS j li 
SN } PRIVATE HOTELS 


Sils-Maria = 6 miles from bustling St. Moritz: 
An unspoiled and peaceful alpine village amidst gleaming lakes + 
impressive mountains. And above it all this remarkable + historic 
hotel, family owned and managed ever since it opened in 1908 


2000-2001 winter season: Dec. 15to April 22 
2001 summer season: June 14 to Oct. 21 


Grand, but friendly and relaxed; children very welcome! Great 
hiking, skiing and much else. Free pickup at St. Moritz train station. 


| CH-7514 Sils-Maria 

B Tel. +41(0)81 838 5100 - Fax +41(0)81 838 6198 
| www.waldhaus-sils.ch 

B M. + F. Dietrich/U. Kienberger oe ENGADIN 
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TELECOMMUNICATIONS INTER-CONNECTIVITY PROJECT. 


The Common Market for Eastern and Southern Africa (COMESA) invites 
Expressions of Interest from competent telecommunications companies 
interested in participation as Strategic Equity Partners in COMTEL 
Communications Company Limited КОМЫ. 


COMTEL has been incor plated as ah offshore company. in Mauritius fo! 


enting the COMESA Telecommunicationis:-.. 
inter- Connectivity project (^ The. Project"). The Project involves the 
establishment and operation ofa modern: terrestrial telecommunicati 
network carrier, that. will facilitate cost-effi ent inter-conriectivity 
services among the Eastern and Southern Africa countries within and out. 
COMESA region. The Project is being promoted by the National 
Telecommunications Operators ( NTOs ) in COMESA region. 


The proposed capital structure of COMTEL, approved by the project 
Steering Committee comprised. of Chief Executives of the COMESA NTOs 
is as follows: 


NTOs | 25% 
Strategic Equity Partner (SEP) 3096 
Private Sector Investors 45% 


The total cost of the project is estimated at US$ 172 million, with a debt 
to equity ratio 50:50. ; 


The Strategic Equity Partner (SEP); which should be a company or 
consortium of companies with experience, as a telecommunications 
operator will, inter-alia, bs expected to provide 30% of the project 
equity and management expertise, 


Each statement of expression of interest must be accompanied by a 
company profile which should include: : 


(i) The name(s) of the company(ies) expressing an interest io" 
participate as the SEP in COMTEL 

(19 A copy of the 1999/2000 annual report and accounts; and 

(ii) A capability statement evidencing experience in the operation of 
a telecommunications network. 


Expressions of interest should reach the office of the Secretary General of 
COMESA by 16:00 hrs on tst November 2000 on the following address; - 


The Secretary General 
COMESA Secretariat 
BEN BELLA Rcad, P.O. Box 30051, Lusaka, Zambia 
Telephone: (260-1) 229725/32 Fax No: (260-1) 225107 
E-mail: secgen@comesa.int 






























| found that a dozen different values guide 


| named five (impartiality, legality, integrity, 


j common value of the 16 that were men- 


| tance. Other widely held values were 


| (18), transparency (14) and efficiency (14). 











OUTPUT, DEMAND AND JOBS In September American unemployment fell to 3.9%, а 30- 
year low, for the second time this year. Canadian and Swiss unemployment rates also fell. In- 
dustrial output rose in Augustin both Germany and Britain. But Germany's 12-month rate of in- 
dustrial-output growth slowed slightly, to 5.6%; Britain’s accelerated a bit, to 1.6%. 











% change at annual rate The Economist poll Industrial Retail sales Unemployment 
......8DP GDP forecasts „production — {volume} % гае 
3 mths* _1 уезг 2000 2001 3 mths 1 year 1 year latest year ago 











Aug 







Sep 












jut 








1.7 Sep? 
3.9 Sep 














“Not seasonally adjusted. Average of latest 3 months compared with average of previous 3 months, at annual rate *May-Juk claimant count rate 3.6% 
in August. Son-Aug, * "New series, 
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COMMODITY PRICE INDEX 

Sugar producers, led by Austra- 
lia, want to push for trade reforms through 
the World Trade Organisation. The Global 
Alliance for Sugar Trade Reform and Lib- 
eralisation, a group that accounts for about 
half of the world’s output, wants an end tc 
America’s апа Europe's export subsidies 
and trade protection for sugar. The alliance 
claims that such policiesdeny markets to its 
free-trading members—mostly developing 
countries--and depress world prices. It has 
been estimated that scrapping government 
intervention would result in a 40% rise in 
world sugar prices. World prices rose tc 
more than п cents a pound this week after 
heavy buying by Russia. Its high domestic 
prices make imports of raw sugar attractive 


despite a 40% tariff. 

1995.100 % change on 
one one 

month — year 


Oct3rd Oct 10th* 





Dollar index _ 
















































































































PRICES AND WAGES Consumer-price inflation rose in the 12 months to September in Brit- m a LI E - LA 
ain, Denmark and the Netherlands. American earnings rose by 3.6% in the same period, а | iu 
slightly slower rate of growth than in August. The growth of wages accelerated in the year to the All 752 747 BB + 34 
second quarter in France, but slowed in the euroarea as a whole. Nhat 681 672 - 10 17 
3e change at annual rate The Economist poll „Metals 812. 810  -.52 * 67 
Consumer prices* consumer prices forecast Producer prices* Wages/earnings | Sterling index 
3mths! 1 year 2000 2001 3 mthsf 1 year 3mths! — 1year Ай items _ 782 794 - 30 +154 
Australia _ +32 2329. D £97 +390: — Food 75.8 780  - 03 +137 
Austria +36 +427 Aug "EK Industrials 814 813 - 63 +177 
Belgium 33.1 + 34 Sep Euro index 
Ali item 1105 - 09 +249 
Mc Food. : 1085 + 19 +231 
industrials 1129 132. - 43 +274 
Yen index 
All items 835 838 +09 + 28 
Food 810 823 +38 + 13 
Industrials 87.0 859 =~ 25 + 48 
Goid 
$ per oz 272.05 27240 - 07 -148 
Crude oil North Sea Brent | 
Switzerland —— : $ per barrel 31.22 3169  - 25 +453 
United States +31 West Texas Intermediate i 
fuoi +28 223 ^ $ per barrel — 31.92 3381 - 11 +480 








^Mot seasonally adjusted t Average of latest 3 m compared with average of previous 3 months, at annual rate. 











* Provisional. Î Non-faod agriculturals 

















Ш ETHICS A survey of orco countries has 


the Swedish and German governments, 
giving them the most codified ethical infra- 
structures. Among those countries’ core val- 
ues are impartiality, confidentiality and 
service in the public interest. Fewer such 
codes regulate the behaviour of other gov- 
ernments’ officials. The French identified 
only three values (responsibility, confiden- 
tiality and obedience), and the British 


transparency and responsibility), The most 


tioned in the survey was impartiality; rep- 
resentatives of 24 countries cited its impor- 





legality (named by 22 ccuntries), integrity 
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Money supply* 
%1 rise on year ago 


MONEY AND INTEREST RATES American government-bond yields fell as investors fled the 
'stockmarkets in the wake of profit warnings. Although higher oil prices also fuelled inflation 
| fears, yields on short-term bonds also dipped, to the lowest levels since late last year. 


interest rates % p.a. (Oct 11th 2000) 













__10-уеаг gov't 



























































narrow broad night latest year ago ago prime gov't bonds latest" _yearago bonds _ 

Australia +108 +68 Aug 6.25 643 529 925 602 614 649 744 
| Britain +70 +88 Ag 581! 613 594 700 585 . 51] 57! 636 - 

Canada +168 488 Aug 568 562 468 750 570 572 610 708 

Denmark na +13 Aug 600 560 239 800 554 546 $66 733 
Japan . +65 +17 Ag 023 043 003 150 051 180 167 257 _ 
Sweden +57 +44 mg 3/5 397 323 484 459 517 583 522 _ 
Switzerland -46 -19 uw 328 354 232  — 325 345 373 359 — 425. 
Unit +02 +99 Ag 650 653 583 950 594 578 612 754 

Euro-11* +71 456 Au 477 507 345 5.00 SO! Sit 525 609 


Trance 5.24, Germany 5.11, Italy 5.56. Benchmarks: Japan No.225 1.82, US 30-year 5.83. Germany for prime and bonds, 





*Narrowe: Mt except Britain MO, broad: M2 or M3 except Britain MA Sources: Commerzbank, Den Danske, J.P, Morgan, Royal Bank of Canada, Svenska 
Handelsbanken, Warburg Dillon Read, WEFA Group, Westpac; Primark Datastream Rates cannot be construed as banks’ offers. 




















s OCKMARKETS A series of profit warnings and news about weak sales unnerved investors 
. in technology shares around the world. The Nasdaq composite index fell by 10.1%. In Tokyo the 
Nikkei 225 shed 3.9% to hit an 18-month low, and the Topix lost 3.5%. 







































































































































Market indices % change on 
: 2000 one one record  Dec3ist 1999 
Oct 11th high low week year high іп оса — in$ 
: rores NM »  turrency — terms. 
‘|. Australia (All Ordinaries) 32131 33304 29200 - 16 +105 = 35 + 19 ~ 162 
Austria (ATX) 11209 12361 10294 41 -03  -355  - 64 -184 
Belgium (Bel 20) 30059 33404 25322 = 27 + 08  -184  -100 -215 
Britain (FTSE 100) 61176 6,9302 59946 - 34 + 01  -117  -112 -197 
Canada (шоо Tenpora) 10,145.0 113888 8,114.2 — - 36 +442 -109 +206 +163 
SE). 9975 10390 755.1 - 28 +463 - 40 +288 +122. 
E56 43907 35128 | - 52 +267 -139 -07 -B5 
6,561.6 8,065.0 64749 =- 38 +239 -186 178. 
| aly (i 19133 2,1823. 16664  - 38 4316  -123 3 - 82 
“Japan (Nikkei 225) 155136 208332 155136 - 39  -126  -601  -181 -216 
. (Topix) 14598 2,5076 14394 - 35  - 44  -494  -152  -189 
Netherlands (EOE) 6373 7016 6124 - 47  *1854  - 92  - $1 -172 
Spain (Madrid SE) 9951 11462 9521 - 40 +155  -132  - 13 -140 
Sweden (Affarsvariden Gen) — 5,1832 — 6,9606 — 5,1763 — - 66 +296 -255 = 58 ~183 
; Switzerland (Swiss Market) 7,6654 83770 67814 ~ 35 +103  - B9 4+ 13 ~ 63 
|. United States (ОЛА) 104138 117230 97960  - 34 +18  -112  - 94 - 94 
(S&P 500) 13646 15275 13334 — - 49 —* 61. -107  - 71 = 71 
(Nasdaq Comp) 11685 50486 31646 ^ -101  »131  -372  -221 -221 
Europe (FTSE Eurotop 300)* (1,553.1 17050 14725 — - 39 +203 —- 89 —- 19  -143 
Euro-11 (FTSE Ebloc 100)* 13894 1,5505 12777 ~ 44 +294 -104 + 03  -125 
World (MSC 12473 14488 12473 = 44 +18 -139 na ~ 12.2 
World bond market (Salomon): ^ 426.1 4400 — 4148 +10 = 32  - 74 ma - 25 





*In euro terms. Morgan Stanley Capital International indexi includes individual markets listed above plus eight others, in dollar terms 
salomon Smith Barney World Government Bond index, total return, in dollar terms, 

































TRADE, EXCHANGE RATES AND BUDGETS Germany's visible-trade surplus shrank to $3.4 billion in August, but the 12-month surplus 
grew to $63.3 billion. In the same 12-month period, the current-account deficit widened to $24.4 billion. Japan's current-account surplus nar- 
rowed a little in the year to July. The yen rose by 1.6% in trade-weighted terms, while the dollar fell by 0.5%. 


W STOCKMARKET VALUATIONS Price-to- 
| earnings ratios are one of the most popular . 
methods used by investors to value shares: 
Over the past few years, they have risen to 
dizzy heights їп many countries; which 
suggests to some sceptics that stockmarkets 
have become hugely overvalued. Over the 
past year, however, p/e ratios have fallen | 
somewhat for the world asa whole, as earn- 
ings have advanced ahead of prices. Маге: 
kets where the ratios have dropped the 
most include the Netherlands and Swederi, 
where earnings have jumped sharply. P/e 
ratios have edged up in several countries, 
including America, Germany and France. 
Japan's jump in 2000 reflects companies’ 
move from losses to small profits. 
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.. Trade balance*, $bn. Current account : , Exchangerate — Currency units "" 
latest fatest 12 $bn The Economist poll trade-weightedt pet per per 
month months latest 12 mths % of GDP, forecast Oct Nth year ago $ £ ом 
ЕСИК SSH ыа OO =; ca „сз ЕМ Oq tth yearagó — — — —————— 
Australia - 0.66 Aug - ~ 209 92 EN 4.6 -3.9 - 724 815 18€ 153 =: 2.72 0+ 0. 83 — 
Austria = 012 Jun - ~ — 55 jul 27 “2.3 99.1 101.7 15.8 12. 233 704 134 А 
1.30 un 10.8 Jun 97.6 101.1 46.2 37.5 67.6 20.6 40.3 0:7 








0.30 060. 



























1.13 











85.1 





440 861 

















т 
italy + 2.8 38 

Japan + 8.76 Aug ; К 3 

Netherlands + 08208 + 121 * 203 Q2 49 28 963 "1003. 
Spain = 380 ul “= 393 - 4n ——- 28 E NN 732 757 
Sweden + 107 Аш * 151 + 55 lul 829 
Switzerland - 039 Aug nl — + 3$Q 

United States — ~ 38.70 Jui -423 -3950 _ 

Euro-11 + 461 uS +244 - 22h 





SNot seasonally adjusted. * "New series. 
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*Merchandise. Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others «ор 11990100, Bank oft England. *DECD estimate. 























Ш ECONOMIC FORECASTS Every three 
months The Economist polls a group of 
forecasters and calculates the average of 
their predictions for growth and current- 
account balances for 25 emerging econo- 
mies. Since our last poll in July, the panel 
has increased its forecasts for growth in 
2000 for 16 emerging economies and re- 
duced them for six. Our forecasters have 
become particularly pessimistic about Ar- 
gentina's prospects: they now expect the 
Argentine economy to grow by only 1.5% 
this year, compared with a forecast of 2.7% 
three months ago. 


























































i Growth prospects in Eastern Europe 
| look ever-rosier. Our panel now expects 
| Russia’s cpe to increase by 6.2% in 2000 and 
4.7% in 2001. Six months ago, our forecasters 
expected а mere 3.4% risein Russia's GDP in 
| 2000, Among the economies of Central Eu- 
| rope, sentiment has improved most for the 
| Czech Republic, where forecasts for GDP 
growth rose from 2.1% to 2:694. . 























ECONOMY Singapore's Gp» grew by 10.2% in the year to the third quarter; that is the fastest 
rate since 1997. The increase in Malaysian industrial output slowed to 18:7% in the 12 months to 
August. Over the same period South Africa's output growth edged up to 41%. Mexico's annual 
consumer-price inflation fell in September to 8.9%, about half its rate of a year ago. 


% change on year earlier Latest 12 months, Sbn 



















GDP industrial Trade Current Latest Year ago 
production balance account 
China — — +128 лш + | +296 Mg +157 1999 1609 м 1523 _ 
Hong Kong 1 































Malaysia — — *» 8. 2_8 аш A QU 3402 0325 
Philippines + 45 0 1 i 
Singapore +10.2 Q3 

























































































Colombia +144 ш _ ї EE i $ 
Mexico + 5Вм + 89р -158q 343 м 321 . 
Venezuela na "4 159 sep ^ +10.0 22 13.0 aug 117 
Egypt +55 MO | + 9. 2000 + 28 м 1500  -12qQ 139 мш 168 
бек STD + BY o Siw - 6227 ата SL wi 
Israel M 6 о ES 8 Аш = 1502 22.2 Aug 21.9 
South Africa + 2460 + 41 Aug + 6.8 Aug ~ 0.3 Q2 6.1 Аш 5.2 
Turkey + 58 Q +171 mg + 490 se i 

Czech Republic + 1.9 o? +110 Aug + 41 sep sa — 12 3 A ; 
Hungary + 580 +229 Aug + 103 sep с 09 aug 116 wg; 93 _ 
Poland *52q 593 лу + 107 Au (120 ад 246 ад 255. 
Russia + 670 +102 Aug + 18.7 sep ST dul +314 0 200 ш 7.8 


“Excluding gold, except Singapore; IMF definition Year ending June. **New series 





FINANCIAL MARKETS The worldwide sell-off in technology 
markets in our table. Bangkok and Bombay both fell by 7.8%. Cairo fell by 10.0% to a six-year 





_ low. Tel Aviv, shaken by the violence in Israel and Lebanon, lost 7.4%. Istanbul bucked the trend, 


climbing by 10.1% after the Turkish government vowed to continue with privatisation. 









Currency units _ Interest rates Stockmarkets % change on 
Per$ _регЕ short-term Oct 11th ., Dee 31st 1999 
Oct 11th. year ago Oct 11th 96 p.a. in locat 
currency 
















































Ching — 71 828 _ 828 1211 ^7 540 20818. 
HongKong — — 780 - 7.77 
India (463 435 
Indonesia .. 8855 8,125 
Malaysia __ 380 380 
Philippines 474 406 — 
Singapore 1.75 1.68 
South Korea 1423 1205 — 
Taiwan 7313. 

Thailand 

Argentina 





Brazil 



































Turkey 467,410 982,000 














Czech Republic 40.6 344 59.4 
Hungary "301 240 441 
Poland ^ 463 407 678 _ 
Rusia — 279 27 408 





*inflation-adiusted. Tin dollar terms. 

Sources: National statistics offices, central banks and stock exchanges; Primark Datastream; EIU; Reuters, Warburg Dillon Read, J.P Morgan; Hong Kong 
Monetary Authority, Centre for Monitoring Indian Economy; FIEL; EFG-Hermes; Bank Leur: Le~israel: Standard Bank Group; Garanti Bank; Deutsche 
Bank; Russian Economic Trends. 
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technology close to you. 


Everyone finds their own key to unlock life's secrets and 
discover the world. Everybody experiences the world in their 


own way, using all their senses. And for us, every individual | 
— -— —— represents a challenge to reflect on products that can make | 
E — іе richer and more rewarding. To us, this is the very essence | 
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www.allianz.com 


Wherever you are. Whatever 
you do. The Allianz Group 
is always on your side. 


To us, risk management means thinking the unthinkable 
to prevent risk turning into loss. As one of the world’s 
leading insurers our financial strength and technical 
expertise combine to make Allianz Group the partner 


you can trust whenever and wherever you need us. 


Allianz. The Power On Your Side. 


NITEM ACL), 


Allianz Group. Europe’s leading global insurer 
and provider of financial services. 








To build a network of excellence, 
speak with someone | 
who's already logged оп. ү 


Relationships — they give you access to information and people critical to success in the neW 
economy. Opportunities unfold when technology clients call on Goldman Sachs. By tapping into 
our global network, clients leverage insight, professional experience and executional expertise 


So wherever your company may be in the business life cycle, log on with Goldman Sachs отав 
HIIN: 





WWW.gs.com 
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. For companies and investors c 
market's a different animal. 





In a market that keeps changing its stripes, there are three 
simple truths to keep in mind. 

Seek real growth. Find genuine value. Avoid empty promises. 

So, whether you're a company looking for the right investors 
— or vice versa — know this. 

We've helped an extraordinary list of new companies to get 
the best start. And traditional companies to gain even more value 
for the long run. 

We've also matched the right investors with the right companies. 

Something solid to think about. 


Network the world 


MORGAN STANLEY DEAN WITTER 


INSTITUTIONAL SECURITIES & INVESTMENT BANKING 








LETTERS 


6 Onthe Middle East, the new economy, 


African clothes, Berlin, globalisation, 
pension funds, Native Americans, 
Olympic medals 


LEADERS 
19 Canitfly? 
20 America's decent presidential choice 
21 Insurance in the genetic age 
21 Arolefor Europe in Korea 
22 Wim'seuro whim 
24 In praiseof BigOil 


SPECIAL 
27 Why Arabsare so angry 


NEWSSUMMARIES 
33 Politics this week 
34 Business this week 


ASIA 
37 Impeachmentin the Philippines 
38 Indonesia's donors pay up 
38 China'snew tactics with Taiwan 
39 Two more Pakistani ministers resign 
39 Kim Dae Jung's Nobel prize 
40 Japan'sonce and future reformer 


UNITED STATES 
41 After the debates 
42 Onthetrail 
44 How bad is Texas? 
46 The trouble with polls 
46 Atlast,a subway series 
47 Clinton Republicans in Philadelphia 
47 Missouri in turmoil 
48 Aday ata machine gun shoot 
51 Lexington: Investors and voters 


THE AMERICAS 
53 Tabasco sauce for the pri 
54 Asnap Canadian election 
54 Brazilinvestigates football 
56 Montesinos haunts Peru 


INTERNATIONAL 
57 Acalmer Middle East 
58 ...butuncalm Palestinians 
58 Moreethnic killingin Nigeria 
61 Before Tanzania’s election 
62 Ebola strikes Uganda 
62 Somalia's new government 


2557 JAMES'SSTRERT © LONDON SWIA ING © TEL! 44207830 7000 © 





OCTOBER 21ST 2000 


The - 
Economist 





ON THE COVER 


The peace deal agreed at Sharm el-Sheikh 
was welcome. But it will be hard to make 
stick, and harder still to turn into a lasting 
peace: leader page 19; calm returns, page 57; 
but Arabs, all around the region, are angry 
with both Israel and America, pages 27-30 














EUROPE 
63 Belarus's gloomy future 
64 Worries in Ukraine 
65 Оаа new alliances in Serbia 
65 Anindecisive eu summit 
66 France'sreshuffled government 
67 Asetback for Austria's far right 
67 Arowover culture in Berlin 


68 Charlemagne: Francesco Rutelli, Italy's 


would-be prime minister of the left 


BRITAIN 
73 The railways in crisis 
74 Socialexclusion on Teesside 
75 Sotheby's and Christie's in the mire 
76 Bagehot: Jeeves and Geoffrey 


Robinson 


FIRST PUBLISHED IN SEPTEMBER 1843 
totahe part in “а severe contest 
between intelligence, which presses forward, 





BUSINESS — X 
79 BigOilgets bigger / 
Зо Anewchapterfore-books + .. "d 
83 Japanese firms shop abroad 
84 Araretakeover tussle in India 
84 Boeing'sstrange Airbus purchase 
86 s2Bexchanges' teething troubles 
88 Barter movesonline 


90 Face value: Kishore Lulla, Bollywood's 
global salesman 





SPECIAL 
93 East Asia's vulnerable economies 


FINANCE AND ECONOMICS 

97 Stockmarkets in turmoil 

98 Inflation picks up 

101 Japan'sdismal stockmarket 

101 Wim Duisenberg's blunder 
102 The world's smallest coin vanishes 
102 Problems in trade 

103 Problems in fund management 
104 Economics focus: Anti-liberalism 


SCIENCE AND TECHNOLOGY 
:05 Genetic testing and insurance 
106 Reviving ancient bacteria 
106 Better digital cameras 
108 Humanity's information output 


BOOKSAND ARTS 

109 Aaron Copland's centenary song 
по Gems from the Pusan film festival 
по George Perkins Marsh's green world 
11 The Korean war and its aftermath 
11 Chocolate in history 
112 China's Nobel prize winner 
u2 Theicon that is Susan Sontag 
u3 Recent German fiction 





OBITUARY 


115 Sirimavo Bandaranaike, prime 
minister of Sri Lanka 


INDICATORS 

134 Economic and financial statistics on 15 
developed countries, plus closer looks 
at nickel, robots, and world markets 





and an unworthy, timid ignorance 136 Economic and financial statistics on 25 
ae emerging economies, plus a closer look 
atilliteracy 
THE FCONOMI!IST 15 AVAILABLE ON THE INTERNET BY MIDNIGHT LONDON TIME ON THURSDAY 
BANGKOK BEIJING BEIRUT BERLIN BRUSSELS DELHI EDINBURGH FRANKFURT HONGKONG JOHANNESBURG LOS ANGELES MEXICOCITY MOSCOW NEWYORK FARIS SAN FRANCISCO SAOTAULO TOKIO WASHINGTON 
FAX: 44 202839 2968/9 111 WEST STTH STREET © NEW YORK, NY 10019 * TELS 1212 $41 0500 € FANL1212 $41 9378 
25/F DAN SING FINANCIAL CENTRE © 108 GLOUCESTER ROAD • HONG KONG © ткі: 852 2585 3488 © FAX: 552 2802 7638 


©2000 THE ECONOMIST NEWSPAPER LIMITED. NO REPRODUCTION IS PERMITTED IN WHOLE OR PART WITHOUT THE EXPRESS CONSENT OF THE ECONOMIST NEWSPAPER LIMITED 








VOLUME 357 NUMBER 8193 















LETTERS 


Middle East divided 


Si&—You say that compromise is 
needed on both sides of the Mid- 

dle East divide ("The road to 
7 war?", October 7th), but goon to 
assign the blame to Israel. This is 
mistaken. The recent proposal 
made by Ehud Barak offers а Pal- 
2 estinian state, a plan for refugees 
`` with compensation and some 
right of return, and Palestinian 
sovereignty in parts of the Old 












perfect plan, it can certainly form 
; the basis for negotiations. Instead, 

Yasser Arafat has refused to cont- 
promise. This only strengthens 
the hand of men like Ariel Sharon 
who oppose any compromise. 
New York Mark BASCH 













с Sig —Americans are rarely shy to 
ропи out that their nation, con- 
ceived in revolution against an 
occupying colonist, stands alone 

the world's strongest represen- 
tative of individual rights and 
self-determination. And so it is 


| showing even the slightest empa- 
hy towards the plight of the Pal- 
_estinians, whose land, according 


о all international conventions, ` 


7 has been occupied for decades. 

While the United Nations 
passes a resolution, without 
American support, condemning 
Israel's role in the recent violence, 
the presidential candidates make 
it clear that they "stand with Is- 
стае”. The Economist, а British 
“newspaper, points out that 
“occupying territory, except in the 
course of war, is not an accept- 
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able state of affairs” but Amer- 
ica’s media tirelessly attempt to 
convince us that Israeli military 
force has to be used in retaliation 
to the provocation of Palestinian 
"mobs". Leaders worldwide call 
on both sides to stop fighting but 
most American leaders insist that 
Mt Arafat is the only one capable 
of stopping thé violence. If Amer- 
ica is going to purport to act as 
mediator. in this and other dis- 
putes, it has an obligation to act 
fairly, speak hor estly and, above 
all, stand for justi 
'New York 

























_NIKETH VELAMOOR 


Sin--As an Israeli, 1 feel deeply 
ashamed. The. history of clashes 
between Arabs and Jews: here 
goes back many years but re- 
cently many of us thought that at 
last peace was within reach. Mr 
Barak went a long way to comply 
with the demands of Mr Arafat. 
The differences kept narrowing 
and it seemed that a round or two 
of negotiation could end the mat- 
ter in a positive way. Instead we 
have gone back to square. one. 
The Arabs under Mr Arafat are 
the victims of a corrupt clique 
that cares little about its people. 
Like many other dictatorships, 
the money goes to the pockets of 
those in high places and to the 
various security forces whose 
main task is to keep the regime in 
power, High unemployment and 
overall misery are the result. Un- 
der these circumstances it is easy 
to channel the frustration. and 
fury of the masses against Israel. 
You say that Israel is а “su- 
perior country with superior peo- 
ple.” Thanks for the compliment. 
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Unfortunately, we cannot say 
that our leadership is as good as 
that. For 27 years we had com- 
plete control of the West Bank 
and Gaza strip. Successive Israeli 
governments failed to deliver 
what the Arabs wanted: jobs and 
some respect. This created feel- 
ings of humiliation and growing 
resentment, and these are now 
coming to the boil. The Israeli 
government should start immedi- 
ately a huge programme to create 
industrial centres near the border 
with: the. Palestinians. Hundreds 
of thousands. of . Palestinians 
working there would be the best 
guarantee of a permanent peace 






between the two peoples. 
Kiriat Ono, 
Israel IzHAK BLANK 


Six—For months the Muslim au- 
thorities have been doing renova- 
tions on the Temple Mount, bull- 
dozing areas that contain 
priceless treasures from the Jew- 
ish past. This destruction has 
been ignored by the world, and 


‘certainly not seen as a provoca- 


tion. The Israeli authorities have 
played it down, in an attempt to 
avoid confrontation. But when 
Ariel Sharon dares to visit this 
site, not turning over a stone, it 
becomes a provocation and 
seems to the world (you included) 
as justification for riots. 

Mr Barak was voted in by the 
Israeli public on a platform de- 
claring that not an inch would be 
conceded in Jerusalem. At Camp 
David he was willing to concede 
to many of the Palestinian de- 
mands in Jerusalem. Many Israe- 
lis accepted that stand grudgingly. 
The Palestinian reaction is riots. 
The inevitable conclusion of most 
Israelis is that our concessions 
bring violence on the Palestinian 
side in order to try to exploit what 
they see as our weakness. 

Beit Shemesh, 
Israel 


Zvi BERNHARDT 


Sirn—Why do the Palestinians not 
follow the non-violent example 
of Mahatma Gandhi, Martin Lu- 
ther King, Nelson Mandela and 
the supporters of Vojislav Kos- 
tunica in Serbia? Mass demon- 
strations succeeded against pow- 
erful and stubborn adversaries. 
Although the Palestinians were 
provoked they were in the midst 
of peace negotiations and should 


АТА IHG РАХ: 020 7839 2968 E-MAIL: ettérsGeconomist.com 


have organised peaceful demon- 
strations and other acts of civil 
disobedience as should their sup- 
porters in other countries. 





Aylmer, 

Canada FETHIA DESAI 
ج‎ % JM 
E-conomic growth 


SiR—You suggest in your survey 
of the new economy (September 
23rd) that America's government 
should "spend some of the 
money it now uses to subsidise 
кар on grants and fellowships 
that would boost the supply of 
scientists directly." Scientists can- 
not support families on. fellow- 
ships, and they are well aware 
that America’s main teachers’ un- 
ion, at its annual convention, op- 
posed “providing additional 
compensation to attract and/or ` 
retain education employees in 
hard-to-recruit positions" As 
long as the largest part of Amer- 
ica's public sector refuses to pay 
scientists market wages, shortages 
will continue. 
Baltimore GEORGE LIEBMANN 


—— 


Sig lt is an historical myth that 


the commissioner of America's 
Patent Office recommended it be 
abolished in 1899. Rather, he 
asked for a funding increase be- 
cause of the heavy load of appli- 
cations, arguing that anyone who 
would deny him additional fund- 
ing must believe that "everything 
that can be invented has been in- 
vented.” The Patent Office is hav- 
ing no more success dispelling 
this myth than is the Naval De- 
partment in dispelling the myth 
that an American fleet ordered a 
Canadian lighthouse to yield the 
right of way. 
Los Altos Hills, 
California 


MIKE MYERS 


Sig—The information age has af- 
fected my reading of The Econo- 
mist. I started some 40 years ago. 
Every Saturday I. bought the 
newspaper "which ‘was printed 
late on Friday and shipped over- 
night to my hometown. In 1968, 1 
moved to Canada and got it the 
following Tuesday by airmail. 
Production was moved to Amer- 
ica and receipt became later and 
later. 1 cancelled my subscription 
and purchased it at a shop on the 
Tuesday after publication. In 1999, 
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LETTERS. 


1 renewed my subscription ta the 
electronic edition; 1 now read it 
the day after publication exactly 
as in 1960. [leave you to work out 

` the productivity improvement, 
Edmonton, 





А.К, TURNER 


Africa's big catwalk 


Sin—After spending а consider- 
able amount of time in Kenya, 1 
can attest that the second-hand 
market is alive апа well there, 
notwithstanding the fire in Gi- 
2 komba market (“Trading yarns”, 
September 30th). What interested 
me most about the second-hand 
clothes exchanges in and around 
Nairobi was not the Africans’ 
longing for stylish, western outfits 
but the breadth and diversity of 
о the distribution systems of the ex- 
changes. Two favourite examples: 
га young, homeless boy on the 
‘streets. of Nairobi in a Waikiki, 
Hawaii sweatshirt, and an elderly, 
toothless. fellow in. Naivasha, 
wearing a shirt celebrating the 
1992 European. tour of the band 
“Faith No: More". He told me it 
мав ће band's best tour yet. 
y "DC phian MCBRIDE 
| 
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Berlin's rebuilders 


S$ik—You miss a striking fact 
about the rebuilding of the highly 
`. symbolic ага around the Bran- 
с denburg Gate. and Potsdamer 
Platz (“Togethemess: a balance 
'; sheet", September зо): an Eng- 
lishman rebuilt the Reichstag; an 
“American will design the Holo- 
` caust memorial; two Frenchmen 





largest musical theatre; and next 
доог another Englishman is tak- 
ing over the helm of the Berlin 
< Philharmonic. Two generations 

* After its moral suicide, Germany 
v stili does not trust its own talent. 
Y ERIK SCHASPERS 





D . Global assertions 


Sirn—In attempting to defend 
globalisation, you repeat many of 
the errors and worst excesses of 

» the violent anti-capitalist. prot- 
esters in Prague by espousing a 

2 hugely simplistic view of global: 
isation (“The case for global- 
isation”, September 23rd). Like the 

- = protesters, you argue that poverty 
is “the most pressing moral, po- 
litical and economic issue of our 
times”, but. all you offer as а sol- 
ution is an increasingly old-fash- 
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«wrote the show for Germany's ` 


опей triumphalism about the 
mota lity of the market. You argue 


that “international economic 
integration” is needed to reduce 
poverty. This is pure ideology. 
“Integration” alone tells us noth- 
ing about the potential for pov- 
erty reduction. The key question 
is integration on whose terms? 
Many African: countries are 
highly integrated into. interna- 
tional trade, their export earnings 
accounting for a higher percent- 
age of Gop than that of many in- 
dustrialised. countries. However, 
сор per head in sub-Saharan Af- 
rica is lower now than it was 20 


“years ago. By contrast, countries 


that have managed the process of 
integration . successfully, ^ like 
South Korea, have integrated into 


the global economy on their own 


terms, reaping benefits in terms of 
both growth and poverty reduc- 
tion. However, these countries 


.have used а variety of instru- 


ments that institutions such as 
the World Bank and imr would 
now seek to eliminate as possibil- 
ities for developing. countries. 
Sadly, you address only the bogus 
and uninteresting questions 
about globalisation, leaving the 
genuine dilemmas and opportu- 
nities nowhere. 
CLAIRE MELAMED 
Senior policy officer 
London Christian Aid 


Sin—There is overwhelming evi- 
dence that economic globalisa- 
tion is responsible both for grow- 
ing social inequalities and for 
unprecedented environmental 
damage. Globalisation and de- 
regulation have created a vicious 
cycle whereby workers, commu- 
nities and governments are 
increasingly forced to compete 
with one another in a worldwide 
"race to. the bottom" on wages, 
taxes, environmental protection 
and any other factor that might 
influence investment decisions. 
You suggest that the demand for a 
global floor of minimum social 
and environmental standards is a 
strategy to keep poor countries in 
poverty. This is an affront to mil- 
lions of workers, campaigners 
and politicians from both north 
and south who want to see poor 
people retain a greater share of 
the wealth they help to create. 
Meanwhile, over recent years, 
capital-market liberalisation has 
brought poverty and instability to 
a large group of developing coun- 
tries. The expansion of global cap- 
ital markets has also increased 
opportunities for tax evasion, 


costing developing countries bil- 


lions of dollars. This is global- 
isation. Far from “accelerating it, 
celebrating in it, exulting in it", as 
you exhort, we should be reining 
it in, controlling it, and ultimately 
replacing it with a greater empha- 
sis on тоге regional and. local 
production for local needs; 
CAROLINE LUCAS МЕР 


Brussels Green Party 


Sik—That The Economist should 
link economic policy and moral- 
ity is perhaps surprising. How- 
ever, itis worth noting the words 
of John Stuart Mil: “1 do not 
know why it should be a matter 
of congratulation that persons 
who are already richer than any- 
one needs to be should have dou- 
bled: their means of consuming 
things which give little or no plea- 
sure except as representatives. of 
wealth. It is only in backward 
countries that increased produc- 
tion is still an important object.” 
Globalisation may help the 
poor of the world; in wealthy na- 
tions, it is also about meeting 
created needs and defending du- 
bious freedoms. 
Prahran, 
Australia ALUN BREWARD 
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Performing pensions 


Six — Your article on British fund 
managers (“So sue ‘em”, October 
7th) includes a number of highly 
questionable statements. The 
most sweeping is an assertion 
that  pension-fund managers 
have delivered "decades of un- 
derperformance against almost 
any benchmark you care to men- 
поп” You fail to name any of 
these benchmarks. In fact, since 
1977, Merrill Lynch Investment 
Managets' rolling five-year aggre- 
gate track-record for balanced 
British equity pension portfolios 
outperformed the rrse All Share 
Index (total return), cash, the re- 
tail-price index, and British gov- 
ernment bonds (total return). I be- 
lieve that other investment 
managers can provide similar ev- 
idence of outperformance. 
C.B. FARQUHARSON 
Merrill Lynch 
Investment Managers 
——————————— = м 


Dishonest Indians 


Sig —You betray an unfamiliarity 
with both American political cor- 
rectness and the politics of vic- 
timhood in your simplistic de- 





piction of the interest of Native 
American tribes in claiming the 
remains of Kennewick Man 
("Boneheaded", September 30th). 
You describe the tribes as "more 
interested in frivolous point-scor- 
ing than in a serious discussion 
about how to explore a past that 
does not belong solely to them". 
In fact, the tribes are opposed 
to any. scientific discovery that 
might suggest that Native Ameri- 
cans were not the sole inhabitants 
of North America prior to the ar- 
rival of Europeans. The “we were 
here first" argument underpins 
resérvation sovereignty and spe- 
cial. privileges for Native Ameri- 
cans. |t would undoubtedly be 
weakened were it shown that 
they were not only not here first 
(or alone), but that they may have 
inflicted on their predecessors the 
same fate they themselves subse- 
quently suffered. — 
New York RICHARD SHINDER 


Sig— You address both the fate of 
Kennewick Man and the separa- 
tion of church and state in Amer- 
ica (Lexington, September 3oth). 
As much as I respect Native 
Americans, their "oral histories" 
amount to religious beliefs rather 
than: historical documentation. 
By deciding to turn the remains of 
Kennewick Man over to Native 
American tribes the Department 
of the Interior is accepting the re- 
ligious beliefs of one group of 
people as fact. This looks very 
much like an establishment of re- 
ligion by a department of the fed- 
eral government. 





Torrance, 

California Davin JOHANNSEN 
ж 

After the goldrush 


Sir—Before the ки congratulates 
itself on its Olympic medal haul 
("Sydney's secret winners", Octo- 
ber 7th) it should remember that 
not every state can send up to 45 
participants to individual events. 
Cocquio Trevisago, GARY 
Italy VASSALLO 


SiR—You. suggest that American 
jubilation (obnoxious triumphal- 
ism is closer to the mark) was 
overdone. 1 say, count your bless- 
ings. Were our medal count more 
in line with our size and Gop, just 
imagine how much more insuf- 
ferable we would be. 


Fort Washington, С. Ray 
Pennsylvania FUNKHOUSER 
power — Á—etÀ PISTE TENES | 
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Consultancy opportunities 





ОХ ЕКА 


As aresult of continuing growth in ће business, OXERA (Oxford Economic Research 
Associates Ltd)—Europe's leading economic consultancy, specialising in economic and 
OXFORD ECONOMIC RESEARCH ASSOCIATES financial analysis—is recruiting new entrants at consultant and analyst levels. 


For consultant posts, we are interested in excellent candidates with general microeconomic backgrounds who have done post- 
graduate degrees in economics. We also have an immediate need for analysts to join our consultancy teams. Candidates for analyst 
posts need not have postgraduate qualifications. 


Our interests cover a wide range of business sectors worldwide: competition policy, financial economics, utility regulation, energy 
and other modelling, financial services, efficiency, transport, health, and environmental economics. New staff are quickly involved 

in challenging projects for clients or in OXERA’s own programme of events and publishing. Much of OXERA’s work is at the | 
cutting edge and there can be few better places to apply your economic skills. Direct experience of one of our core sectors would 

be helpful to your application, but it is not essential. What you must have is: 


• a first-class or very good upper-second-class degree and, ideally, a postgraduate qualification in economics or finance; 
* excellent writing and presentational skills; 

• self-motivation and the ability to work to tight deadlines; 

* eligibility to work in the European Economic Area. 





OXERA 's offices are in the heart of Oxford. We offer competitive salaries and attractive working conditions. OXERA is an equal 
opportunities employer. 


Applications for all posts (curriculum vitae naming two referees plus covering letter) should be sent by November ! 5th to: 

Alison Gomm, OXERA, Blue Boar Court, Alfred Street, Oxford OX1 4EH, UK 

tel: +44 (0)1865 253000, fax: +44 (0)1865 251172 

Interviews will take place at the end of November. For more information about OXERA, visit our web site at http://www.oxera.co.uk 


G‏ — شن 











Giving people aspirations for tomorrow... 


"г 


and the means to go further. 


We've never been more serious about our people's future. 


Although we have just released our best second quarter 
results ever, we are not complacent, we look forward to the 
challenges of tomorrow. 


Our Leadership and Performance team (LEAP) supports 
people in transforming these challenges into opportunities, to 
realise revenue growth and improve profitability, to create a 
learning network and unleash talent throughout Shell. 


We are inviting professionals with a proven track record of 
success in business to apply. If you have the energy and 
motivation to drive our business forward we can give 

you new aspirations for tomorrow. 


To join our international team of Change Agents 
visit www.shell.com/leap 


LEAP - Taking the future in our stride. 
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EUROPEAN CENTRAL BANK 


The Башоро Central Bank (ECB), established in Frankfurt am Main on 1 June 1998, is seeking to fill the vacancies detailed below within the 
Directorate General Economics. The ECB has its own terms and conditions of employment, including a competitive salary structure, retirement 
plan, health insurance and relocation benefits: Candidates must be nationals of a Member State of the European Union: 


SENIOR ECONOMIST IN THE MONETARY ANALYSIS UNIT OFTHE MONETARY 


POLICY STANCE DIVISION 
(Reference: ECB/285/00/TE) 


The Directorate General. Economics of the European Central Bank is seeking a. highly qualified and experienced economist for the Monetary 
Analysis Unit of the Monetary Policy Stance Division in the Directorate Monetary Policy. The main tasks of the Unit are to monitor and analyse 
current monetary and financial developments in the euro area and to assess their implications for future price stability. In addition, the Unit is 
responsible for the analysis of the financial accounts for the euro area, 

The successful candidate will contribute to a wide range of tasks related to the analysis and assessment of monetary and financial developments. 
He/she will be involved ia conducting empirical and. conceptual studies in the field of monetary analysis, writing briefing” material for 
members of the Executive Board of the ECB and senior management in preparation of meetings of the Governing Council of the ECB 
and meetings of international organisations. He/she will also be involved in the preparation of official and other publications of the ECB 


and speeches. The quality, depth and scope: with which the above tasks will be performed by the holder of the position are expected. to be 
commensurated with the senior level. of the position. P3 














in applied macroeconomics, 


ы n preparing policy-related briefing and analytical material, preferably gained ina ce bank or an international 
riate analytical skills and work experience in monetary analysis are required. ; i 

owledge ‘of statistical and econometric techniques for analytical purposes and strong skills in tii 
upplemenatary. asset. : 
d command of English with proven drafting ability Working knowledge of at least one other official Community langue bi í 


SENIOR ECONOMIST 


IN THE MONETARY POLICY STRATEGY DIVISION - 
(Reference: ECB/289/00/TE) 


The Directorate General - Economies ofthe European Central Bank (ECB) is seeking a highly qualified and experienced economist for its: 
Monetary Policy Strategy Division in the Directorate Monetary Policy. The main tasks of the Division are to provide analysis to support 

decisions related to the design and refinemerit of the monetary policy strategy of the ECB and to assess the implementation of the strategy. 

| Moreover, the Division conducts empirical and conceptual work on key elements of the strategy, on money and credit aggregates, on 

monetary policy rules and on the transmission mechanism. 

Те successful candidate will contribute to a wide range of tasks within the Division. Expertise is sought in particular in the empirical analysis 

of the transmission mechanism and monetary policy rules and the analysis of policy and communication issues raised in both these contexts 

and more generally in the context of the ECB's monetary policy strategy. 

The successful candidate is also expected to present the results of this analysis to members of the Executive Board and to senior management of 

the ECB in preparation for meetings of the Governing Council of the ECB, and for publication and communication with the public. 


The quality, depth and scope with which the above tasks will be performed by the holder of the position are expected to be commensurate 
“with the senior level of the position. 


Qualifications and Experience 
* Advanced university degree in economics, together with extensive practical experience of preparing policy-related briefing and analytical 


material and/or a sound academic, research and publication record in applied macroeconomics, with a focus on monetary policy and the 
transmission mechanism. A Ph.D. would be an asset 


A sound knowledge of statistical and econometric techniques for analytical purposes; strong skills in time series analysis and a central 
banking background would be highly valued. 


Very good command of English with proven drafting ability . Working knowledge of at least one other official Community language is required. 


* xt 


Analysis would 





Applications should be submitted in English and include a covering letter, a curriculum vitae and a recent photograph, together with references 
confirming the: required experience and skills. They should be addressed, quoting the reference number, to the European Central Bank, 
-Directorate Personnel, Pestfach 16 03 19, D-60066 Frankfurt am Main and should reach us no later than 25 October 2000. Applications will 
be treated in the strictest confidence and will not be returned. To meet the deadline, applications may be sent beforehand by fax to fax number 
*49 69/ 1344 - 7979. However, this is not a substitute for the original, which must still be submitted by mail. This vacancy is also published on 
Intemet: t bttp: ffverw.ecb.int but applications should only be submitted on paper vià surface mail. 
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PERSETY 
“LONDON: 


` Leading the Revolution 


South Bank University 


Vice Chancellor and Chief Executive – 










kmc international 
search & selection 








For information on 
“the appointment and 
an application form, 
please contact 

kmc international 
search and selection 
at 7 Old Park Lane, 
London W1K 10R 

x or by e-mail on 
‘jondon@kmcinternational.co.uk 
by Friday, 10 Novernber 2000. 


Please. quote reference 
number 117/55. 


“The closing date for 
:. full applications is 
Friday, 17 November. 


outh Bank University is an 
Equal Opportunities Employer 















There has been a revolution in higher education in the UK and it is not over yet. T 
revolution is about giving the opportunity for higher education to all of those who e 
benefit from it. 


As a leading access University, South Bank has an enviable record of broadening 
horizons of and offering new opportunities to students, many of whom are fi 
disadvantaged backgrounds. Situated in central London, with over 100 year: 
experience in providing high quality education and nearly 19,000 students from a ri 
national and ethnic mix, it offers flexible, vocational education linked. closely 
industry and the professions, and the needs of the new economy. a 
A new Vice Chancellor is now sought on the retirement of Professor Bernbaum on 1st 
August 2001. Candidates will have a passionate commitment to inclusiveness an 
access, will be credible with the academic community, will have a record of buildin: 
bridges to other organisations and have excellent people management skills. 


The challenge of the role will be to develop and implement a strategy to take Sout! 
Bank University forward as the best of its type in the United Kingdom. 
Further details of the University and its prospectus сап be found on the webs 

www.sbu.ac.uk | 





























FSA Managing Direc 0 








The financial services industry has. a direct effect on the life of every UK 
<> citizen. Internationally, the UK is one of the largest financial centres in the 
Joworld. The Financial Services Authority has been. established by the 
«C Government as the new single regulator for the financial services sector. 
]ts main responsibilities аге: 


. to maintain confidence in the financial system; 


* to promote public awareness of the financial system 
and financial issues; 


» to secure an appropriate degree of protection for 
consumers; and, 


* to reduce financial crime. 


The Treasury is seeking to appoint a third Managing Director of the 
Financial Services Authority, who will also be a member of the Board. 
This is a Ministerial appointment. 


The successful candidate will be part of the most senior strategic decision 
making bodies of the Financial Services Authority, including the Board 
atid top internal decision making committees, and will report direct to the 
Chairman. 







The new Managing Director will have direct responsibility for the 
C Consumer Relations Division, which is in the lead on the new 

d important consumer education efforts of the Financial 
Services Authority. He or she will also carry direct responsibility for the 
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regulation of investment and insurance firms, for retail investment policy, 
training and competence issues and, where appropriate, product 
regulation. This will specifically. include the Financial Services. 
Authority’s new responsibility for regulation of mortgage advice and th 
personal pension misselling review. 










The position requires. drive, self-motivation, management finesse, and- 
clear sighted strategic thinking across a wide spectrum of issues. lt. 
therefore demands a strong background in financial service, coupled with | 
the credibility to: form relationships at the highest corporate and 
government levels: The ability to focus оп operational performance whil 

also driving forward strategic changes is essential. 













HM Treasury will be responsible for the appointments process. AM 
Treasury is committed to the principles espoused by the Commissioner 
for Public Appointments. The most important of these are selection based 
on merit with independent assessment, openness and. transparency. of 
process. The Treasury welcomes in particular applications from suitably 
qualified women, members of the ethnic minorities and people with 
disabilities. 


For further information, an application form or. to make 
nomination, please write to Richard Duncan, Financial Stability and 
Markets Team, HM Treasury, 19 Allington Street, London SW 
БЕВ, or phone on 020 7270 5275. Alternatively you can fa 

7451 7524 or e-mail on richard.duncan@hm-treasury.gov.uk — 

The closing date for applications is 10 November 2000. : 


CHIEF EXECUTIVE OFFICER - 
ISFINANCIAL SERVICES COMMISSION 


E The Gi overnamen at Jamai à been рейд a number of reforms aimed at 
strengthening the regulatory: machinery. for financial institutions. As a further 
move in this direction, legislation will shortly be tabled in Parliament aimed, inter 
alla, at establishing by April 1, 200. 1 grated autonomous supervisory 
agency, the Financial Services Commission (FSC), to strengthen and consolidate 
the gulatory framework which governs entities providing services in the areas of 
securities, ingurance and private pension funds. 


The interim orga ation which ds preparing for ihe establishment of he 


йеп individual to be ps Chief Executive Officer of the FSC. This 
r tbe guidar he Board of Directors, must be able to set a clear 
in for the FSC with the primary objective of delivering a balanced, 
amme which maintains confidence in the 
jal system and provi dequate safeguards for policyholders, 
pensión plan members and the investing public. 


Key cor venite for this  ohallengi post include: 
ог. 
т f the: E of fina I markets and of supervisory standards, 
пог management experience in a financial supervisory authority 
ў ate or publ i securities or on pension administration. 
Excellent commu Hs 


; ( perienee in setting up or managing an integrated supervisory authority 
wou! d be a decided advantage. 


"Qualifications: 
d degree, preferably at postgraduate level, in Accounting. Business, 
nance or Law. 


vith complete Curriculum Vitae should be sent by November 3, 2000 


ja Executive Officer, Financial Services Commission, 
o В.О. i y 


hj | 

M NATIONS UNIES 

bat 

Arabic & English Interpreters 
Examination 


UNITED NATIONS EN 
EN 


Competitive examinations for Arabic & English interpreters will be held from 
8 to 10 January 2001. 

Candidates must have a degree in the language of interpretation and 200 days 
` of experience as conference interpreters. The following language combination 
is required, 


| For English: fluency in English, French and either Russian or Spanish; 
| For Arabic: fluency in Arabic and either English or French. 


f Application forms & other additional details may be obtained from UN regional 
offices, UN Information centers, UNDP offices or at: 


www.un.org/Depts/OHRM/examin/exam.htm 





Application should be received by: 17/11/2000 


Candidates not living in Europe 


Candidates living in Europe 
should submit applications to: 


should submit applications to: 


2001 Competitive Exarniriations for 
interpreters 

‘Staff Development & Learning 

Villa le Bocage No.4 
United Nations Office at Geniva: 
CH-121H Geneva Т0 

Switzerland ^ — 

Fax: (41-22) 907-0006 


2001 Competitive Examinations for 
Interpreters 

Examinations & Tests Section/OHRM 
Room 5-2575 E 

United Natioris Secretariat 

New York, NY 10017 

Fax (1-212) 963-3683 

Email: OHRM_exam@un.org 








UCSB 
— 


University of California — Santa Barbara 
Dean of the Donald Bren School of Environmental Science and Management 


The University of California at Santa Barbara invites nominations and applications for the 
position of Dean of the Donald Bren School of Environmental Science and Management. 
The Dean takes a leadership role in strategic planning and: faculty development, and has 
responsibilities for budget and administration of the School as well as development and 
advancement. The Dean reports to the Executive Vice Chancellor, and is a member of the 
Council of Deans and Provosts to ensure representation of the Bren School in academic 
planning for the campus as a whole. 


Founded in 1995, the Bren School has grown rapidly and will contínue on this path of 
strong. growth in bath faculty and student body. The School brings a fresh, multi- 
disciplinary approach to the study of the environment and hümankind's impact on natural 
resources. A deep understanding of environmental issues and solutions to environmental 
problems requires the knowledge and analytic approaches of many disciplines, thus the 
School's faculty includes a range of natural and social scientists as well as faculty from 
business and law. 


For the Dean, we seek ап individual with vision and creative leadership abilities, 
demonstrated credentials in administration, and an established national and international 
reputation within the broader environmental science and management community. The 
individual should have an outstanding record of scholarly achievement or, in exceptional 
circumstances, be recognized as an outstanding leader in environmental problem solving. 
Additional qualifications we desire include: a broad understanding of the science, policy 
and management aspects of environmental issues; an appreciation: of the nature of both 
professional and academic degree programs; expérience їп strategic planning; and a 
demonstrated ability to interface effectively with educational, governmental and industrial 
institutions, as well as philanthropic foundations. 


Additional information on the Bren School may be found at http//www.bren.ucsb.edu, 


Nominations and expressions of interest should be submitted to: 


Prof. G. E, Lucas, Chair 
Search Committee for the Dean of the 
Donald Bren School of Environmental Science and Management 
Office of Academic Personnel, Cheadle Hall 5109 
University of California, Santa Barbara 
Santa Barbara, CA 93106 


UCSB is an Equal Opportunity and Affirmative Action Employer and Educator 





The Ford Foundation 
Program Officer (#787) 
Education, Media, Arts and Culture, China 


The Program Officer (based in Beijing) will manage a portfolio of grants 
in both education and the relationship between cultural development and 
social and economic change. Programming will: 1) promote solutions to: | 
problems of equity and access in basic education and related social || 


| challenges; 2) explore alternative forms of community-based post- || 


secondary education; 3) foster development of women's studies; and 4) 
support work on cultural values and diversity among ethnic minorities of 
Southwest China. The Program Officer will forge linkages among 
education professionals, researchers, advocates and policymakers to 
promote community-based choices, improve equity and access, respond 
to social challenges related to education, and promote awareness of the 
needs of women in education. In the cultural field, s/he will work with 
a parallel range of specialists and with the minority peoples to promote 
awareness of the values of cultural diversity and to respond to the 
cultural challenges of growth and development, 


Qualifications: Knowledge of China, including in-country experience, 
and strong knowledge of relevant resources and work outside China; 
should be able to think programmatically, with particular. emphasis on | 
institutional capacity building and on promoting effective advocacy/ 
implementation of programs and policies. Advanced training in the 
social sciences, sociology or education and demonstrated analytical, / 
organizational, oral and written communication. skills are essential. 
Fluency in both English and Chinese is required. 


To apply, please send resume, cover letter (indicating position number), 
and brief writing sample (5-20 pages of original work) to Ms. J. Graber 
at 320 East 43" Street, New York, NY 10017, USA or by e-mail to 


| j graber@fordfound.ore by December 1, 2000. 


The Ford Foundation is an EEO employer. 
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Database of Consultants 


“In 1998, the Black Sea Trade and Development Bank: (BSTDB). was 
“established by the Black Sea Economic Cooperation Member States: 
“Albania, Armenia, Azerbaijan, Bulgaria, Georgia, Greece, Moldova, 
Romania, Russia, Turkey and the Ukraine as a regional multilateral 
development financial institution. 


The purpose of the Bank, which is headquartered in Thessaloniki, Greece 

215 to accelerate development and promote co-operation among its share- 
holder countries. The BSTDB will promote regional trade, finance and 
“projects, and facilitate efforts of member states to create stronger links 
among their economies. 


tance from consultants/advisory services will be required in these 
endeavours. Interested individuals and firms are invited to provide rele- 
vant information, electronically, by email. 


“Categories of current interest to the Bank are in the Banking industry; 
Capital markets; Energy; Environmental assessment; Legal services, 
Management - including, separately, archives, financial controls, general 
management and organizational development, human resources, man- 
agement information systems, public relations ала staff training, 

; factoring, Procurement, Small/Medium Enterprises, 

"Telecommunications and Transport generally and, especially, ports and 


Jetails of the procedures and format for sending this information may be 
“found on the BSTDB website: 


www.bstdb.gr 


Our client, a highly successful European management consultancy, 
provides strategic advice to major international corporate 
investors. They are currently seeking à 


Senior Advisor 
Saudi Arabia 


Excellent remuneration Full- or part-time basis 


Political and economic reform, possible accession to the WTO, 

and changes in the laws governing foreign direct investment, are 

creating new opportunities for investors in. Saudi Arabia. Our 

client seeks a well-placed Senior Advisor.- on a full- or part-time 
basis - to provide well informedh advice on investment strategy 
“and management of regulatory risk. 


Candidates will be educated to: at least. university level - 
“preferably with relevant. postgraduate. qualifications - and will 
have excellent communication skills, They will have a proven track 
record in the private sector at senior management level, or 
alternatively in the government sector at policy level. Native 
Arabic and fluent English are essential. An excellent remuneration 
package is available for the selected candidate. 


Please send a full CV and cover letter in confidence to the following 
address, mentioning where you saw this advertisement. 


C.B. & P. Recruitment, avenue Roger Vandendriessche 73, 
B-1150 Brussels. E-mail: cbp.brussels@skynet.be 


C.B. 


RECRUITMENT 
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VSENEBSAL COMMUNICATION 


DO YOU WANT TO DEFINE _ 
THE BIG IDEAS IN INTERNET COMMERCE 


FORRESTER 


Senior industry Analyst 
Consumer e Media e Retail ө Telecoms e Mobile 
Amsterdam e Frankfurt e London 


e Do you have world-class analytical skills? 
e Can you communicate big ideas persuasively? 
~ Do you havea top pud perspective? 


You are enthusiastic ed new dris Rit ‘particularly the Internet. Лаубе 
have been tempted to join the ‘Dot Com? craze. Perhaps you’ те frustrated that 
organisation lags not leads i in Internet соттко. 


Well, come: join Forrester Research! We need Senior (dusty 
continue expanding our coverage of European consumer Internet comme 
telecoms. 


Successful candidates will have: | 
A strong academic record and keen intellectual curiosity. ; | 
The ability to articulate complicated ideas clearly, written and verbal; whil 
delivering actionable advice. 
A consumer-orientated background, with atleast five years’ bus 
experience usually including significant тападетег or consulting 
responsibility ~ in the media; retail, or telecoms industries. 
Fluency in English and E. U: passport and/or valid work permit, 


We prefer that you: submit: your CV to the attention of Ms. Sarah Gerber: ) 
Reference: ECNMST/EU-ANL - : Forrester Research B.V. 
Email: forresterjobs @ hiresystems.com Emmaplein 5 
Fax: +31 (0)20 305 43.35 1075 AW Amsterdam 

: The Netherlands 


For more information about opportunities at Forrester, please visit our меч 
www. forrester.co. Uk ө Www. forrester hl 


Center 
for Economic Research 
(University of Qatar) 


The Center would like to announce vacancies for senior research fello 
and research fellow to jcin a newly established Center. Candidates should: 
possess the following qualifications: 


1- Ph.D in financial economics or finance or similar discipline 

2- Strong publications record in western journals 

3- Analytical skills 

4- Experiencein teaching ór researching in the relevant field 

5- Interest in pursuing research in economics and fimance 
(corporate finance, banking) 

6 - Spirit to work in a team environment 

Benefits: 

1- Free health care as regulated by University’s rules 

2- Furnished accommodation 

3- Education for children 

27 Annual airline ticket for self, spouse and three children 
- Subsidized electricity and water 


REN will be determined according to qualifications and it is not taxed 
Qatar 

Applications should be directed to: 

Professor Mokhtar Metwally 

Box 2713 

University of Qatar 

Doha, State of Qatar 

e-mail: s.alsowaidi@qu.edu.ga 


Closing date is 30 Nevember 2000 








Georgia State University 


Robinson College of Business 
Electronic Commerce Institute 


Endowed Eminent Scholar Chair in Digital Commerce 





Georgia State University's ‘College of Business is secking candidates for 
an endowed eminent scholar Chair in Digital Commerce with an appointment in the 
College's Electronic Commerce Institute. 


The individual selected is expected to take a leadership role in furthering the research, 
"educational, and community service aspects of the College's initiatives in electronic 
Commerce as embodied in its recently established Electronic Commerce Institute, The 
chair holder is expected to serve as director of the Center for Digital Commerce, the 
| research center within the eCommerce Institute. He/she will also represent the Center 

io the Georgia Research Alliance and its e-Business research cluster. 


Among the characteristics being sought for the individual filling this post are: ап 
‘earned doctorate, an int national reputation, published research inthe area, a 
| history of initiating and obtaining externally funded research grants, ар ability to 
inspire and interact: with the b ss community: on. the subject of. e-commerce, 
; collegiality and. a demonstrated ability to develop and work with teams to define and 


















is expected to be at the professor level, although other appointment 
levels: will he considered, Preference will be given to applications received by 
Dere nher 15, 2000. However. applications will continue to be reviewed until the 


ormmerce Institute 
of Business 
Georgia State University 
PO Box 5029 
Atlanta, Georgia 30302-5029 
rwelket? вн еди 
arai gsu.edu 













University is an equal opportunity education institution. and 
or employer. 


OF, President. to. succeed. Dr. John Rielly, who has been an 
адег for фе Council for thirty (30) years. The President of the 

dime chief executive and a to the Chait of the Board. The 
academics. and 


Founded in 1925, йе Council formed with the purpose of educating the 
leadership and the informed citizenry of Chicago about the role of the United 
с States in the world: With ап overall membership of approximately 7,000, the 
po Councils budget is nearly $4 million. A core staff of 20, supplemented by outside 
consultants, arranges the Council's more than 150 meetings annually. 









Candidates must demonstrate a broad knowledge of American foreign policy and 
а capacity to provide intelectual leadership for the Council. In addition, 
candidates must have an ability to work with international leaders, fundraise 
effectively, successfully manage, and provide entrepreneurial leadership. 









Applications that are received by December 1, 2000. will receive earliest 
consideration, but the search will remain open until the position is filled. For 
more information about the Council, please consult its website at www.ccftorg. 






senda letter discussing your qualifications, along with a current 


n confidence; to: 


Shelly Weiss Storbeck 
Managing Director and Vice President and/or 
Susan Van Gilder, Director 
Education Practice 
AT. Kearney, Iac. 

333 John Carlyle Street 
Alexandria, VÀ 22314 
703/739-4627 (phone) 
703/518-1783 (ax) 

susan.vah.gilder@atkearney.com (email 


Fo apply, ple 
veurriculum vi 





The Chicago Colne id an Foreign Relations ds dn ана! OpportunityAffirmative 
: co Enmploye. 
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Centre for itari i 
humanitarian duae Centre for Humanitarian Dialogue 
Centre pour 
le dialogue humanitaire Programme Manager 
114 rue de lausanne 
ch 1202 genève 
tal 22 908 11 30 
£41 22 908 11 40 


The Centre for Humanitarian Dialogue is an independent 
and impartial organisation, based in Geneva, Switzerland 
dedicated to the promotion of humanitarian principles, the 
prevention of conflict and the alleviation of its effects 
through dialogue. 


The Programme Manager will be responsible for the 
facilitation of humanitarian dialogue between conflicting 
parties and generic humanitarian projects. Reporting to 
the Director, he/she will be expected to manage the 
complete spectrum of activities relating to those 
projects including the formulation of project proposals, 
fundraising, logistics and negotiations. 


The applicant should have. experience of, or have 
participated in, successful negotiations and/or mediation 
in conflict zones and, ideally, be. аре to demonstrate 
initiative and a creative approach to problem solving. All 
candidates should possess capacity for research, strong 
analytical skills, solid written and oral. communication 
skills and a results-oriented approach. Team players аге 
especially welcome, 


To apply send your curriculum. vitae with à covering 
letter to info@hdeentre.org by 15 November. 2000; 


Acknowledgement will only be sent to applicants invited г. 


to an interview. 

For more information, see www.hdcentre.org. 
Centre for Humanitarian Dialogue 

114 rue de Lausanne 


ch1202 Genève 
Switzerland 








DIRECTOR 


Statistical Institute for Asia and the Pacific (SIAP) 
Chiba, Japan 


The United Nations Economic and Social Commission for Asia and the 
Pacific (ESCAP) invites applications for the above post, which will fall vacant on 
1 January 2001, from persons with high academic qualifications in statistics. 
Duties involve planning of training courses, supervision of the work of faculty 
members, devising improved teaching methods through use of modern technology, 
and administration of the Institute as a subsidiary body of ESCAP. The Director 
will work through the Governing. Board and is responsible to the Executive 
Secretary of ESCAP for the implementation of the work of the Institute. 


Requirements: Advanced university degree in statistics. and/or applied 
economics, demography or sociology with at least 15-20 years of recognized 
experience in the development and. operation of government statistical services 
through training, staff development and management activities. 

Remuneration: Depending on professional background and experience; the post 
carries à minimum remuneration (npa) of US5138,475 (without dependants) or 
US$149,811 (with dependants) plus other benefits and allowances: Initial one- 
year appointment with possible extension. 


Qualified women are encouraged to apply. 


Applications with full curriculum vitae and references should be sent to Chief, 
Personnel Services Section, Division of Administration; ESCAP, United Nations 
Building, Rajdamnern Avenue, Bangkok 10200, Thailand. Fax, (66 2) 288-1045 
or 288-1000, E-mail address: «escap. personnel, services б шит огр», 


Please refer to «http://www.un.org/Depts/OHRM/guidenew.htm» for 
guidelines for preparation of resume. 

Due to volume of applications, only candidátes under positive consideration will 
be informed of the outcome. "E 

Closing date for receipt of applications: 17 November 2000. 


































One of Europe's largest commercial 
development opportunities 


ONEGA 


ENGLAND 


Approx. 226 hectares (558 acres) 
Potential for up to 650,000 sq.m. 


(7,000,000 sq.ft.) of commercial floorspace 


Direct access to M62 motorway by early 2003 | 


Expressions of interest sought from potential joint venture 
partners by Monday 13 November 2000 


For further information and a copy of the development brief contact: 
Nick Whipp/ Andrew Pexton, GVA Grimley | 


Tel +44 (0)161 956 4113 


The Economist and Shell would like to 
thank all the entrants for their 
contributions to ‘The World in 2050 
Writing Competition. The first prize of 
$20,000 is awarded to William Douglass 
for the essay ‘Dear Nestor’, a letter 
written by a young Bangladeshi boy 

to a friend describing his life in 2050 
Two silver prizes are awarded to 

Paul Groden and Robert Carlson 

Five bronze prizes are awarded to Peter 
Baker, Alain Boxhammer, Paul Copeland. 
Peter John and Martin Smith 


Еах +44 (0)161 956 4446 
Email npfw @gvagrimley.co.uk. 


Sir Mark Moody-Stuart said: “What has 
been impressive about this competition is 
the range and scope of entries. From space 
exploration through to environmental 
sustainability, it is clear that there are 
common themes of concern and debate 
that are shared across the world. As 

well as offering congratulations to the 
prizewinners, I'd like to say а big thank-you 
to everyone who made the effort to share 
with us their vision of what the world will 
be like in 2050 
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Bill Emmott said: "We liked this essay not 
only because it was compellingly written 
in an accessible form, but also because it 
artfully included ideas both about how 
life and people might change, and about 
things which might endure." 


The winning essay, ‘Dear Nestor’, will be 
published in The World in 2001, out in 
November 2000 


Judges: Richard O'Brien, Esther Dyson, 
Peter Warshall, Matt Ridley, 
Wolfgang Michalski, Jusuf Wanandi 
Bill Emmott, Sir Mark Moody-Stuart 
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RAGILE as it is, and short-lived as it may 
well turn out to be, the agreement to calm: 
the Middle East down is a blessing, bestowed 
. on a tortured region largely through the ef- 
< forts of Bill Clinton. The two-day summit at 
Sharm el-Sheikh could well have broken 
- down in failure. Instead, Mr Clinton was able _ 
to extract a promise from Ehud Barak and > 
Yasser Arafat that they would do their best to 
- wind the clock back to the era before the col- — 
`. lapse of Israeli-Palestinian relations at the end _ 
` of September. At the time, the status quo ante . > 
-< looked pretty miserable; now it seems a dis- 
tant, possibly unattainable, delight. 
Restoring calm, when all sides are cynical 
- about Mr Clinton's deal, and most Palestinians reject it, will 
_ be extraordinarily difficult. In the past weeks, well over 100 
- people have been killed, all but seven of them Palestinians, 
and the anger and pain remain unappeased. Religious pas- 
ion has been aroused, even among the most secular, And the 
levising of the conflict has fixed appalling images in the 
tagonists’ minds: a terrified child waiting to be killed as Is- 
.. raeli soldiers shoot on for 45 minutes; a Palestinian mob gloat- 
. ing at the lynching of two Israeli soldiers. 
` The blood is up even beyond the Middle East, resulting in 
< cruel, pointless acts: synagogues burnt in France, а Jew 
stabbed on a north London bus. In the words of Israel's for- 
- eign minister, Shlomo Ben-Ami, "An abyss of misunderstand- 
ing, hostility and frustration has opened up on both sides." 
Bridging this abyss is the first necessity, but it calls for the sort 
of good sense that has vanished with the slaughter. 
Israel has promised to end the tight siege that has kept Pal- 
'estinians cooped up in their towns. But Mr Barak has given 
early warning that if the Palestinians renew their rioting, "We 
will know what to do.” Mr Arafat seems, over these past 
weeks, to have tried to keep his people in a state of controlled 
disorder. Can he now succeed in imposing instant order? 
_ Aware that most of the world holds them responsible for 
provoking the latest violence, the Israelis have refused to al- 
low an international investigation into its causes. Instead, the 
*; United States is to set up a fact-finding committee, "in con- 
` sultation” with the un’s secretary-general, Kofi Annan. This 
` will start life under Arab suspicion, but the committee will 
. anyway find it difficult to applaud Mr Barak's decision to al- 
“low. Ariel Sharon, a committed compromise-shatterer, to 
march his way on to Temple Mount (Haram al-Sharif) on 
_ September 28th, and the grave mistake the next day, when Is- 
rael's police shot dead five Palestinian rioters on the holy site, 
. armed with only stones. Once the violence had taken hold, 
. hard men and extremists on both sides kept it going. 
2 Мах matters now, though, is not how the violence 
_ Started, but the manner in which it gathered strength, and the 
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Can it fly? 



















































crushing effect that this had on Arab and Is 
‚таеп thinking. The day before Mr Sharon 
“visit, the chances of a peace settlement we 
far from good. But it was still hoped tha 
with time, luck and hard work, the gap woul 
be closed. Mr Barak and Mr Arafat were 
ing each others houses; they would, — 
. seemed, try again. - 
; The suddenness of the plunge from hope 
to hopelessness was shocking, revealing th 
` depth of ill-feeling on either side. It is this rev 
| elation that has muddied the suppositio 
|. that, however difficult the route, Israelis ani 
Palestinians were moving irrevocably | 
wards some final compromise. 
Conventional wisdom--and this newspaper—held that 
Mr Barak and Mr Arafat had been within touching distance. 
of such a compromise at the Camp David summit in July. The 
details of the bargaining were not made public at the tim 
and have subsequently been at the mercy of spin docto 
(Fortunately, if the talks should ever be restarted, they can be 
based on the careful notes taken by Dennis Ross, the m 
American mediator.) But it is clear that at Camp David Mr Ba 
rak had bravely broken the convention whereby Israeli sove: 
eignty was seen as extending for ever over every scrap of Jeru 
salem. He had even, it seems, been prepared to consider som 
form of international sovereignty for Temple Mount. 
Mr Barak said that was his final offer; Mr Arafat perem 
torily turned it down. He thus, according to many outsidei 
rejected what may have been the best deal the Palestinia 
could have expected. It did not give them the "justice" they. 
sought, but it held the promise of a pragmatic compromise. If 
both leaders had been prepared to stretch that crucial bit far- 
ther, might their fingers, perhaps, have entwined? | 





Seek peace, or face an even gloomier future 


That, now, is an unanswerable question. But it raises anoth 
even more unanswerable. If they had indeed gone the extra. 
vital inch, might not both men have been blown away by 
strength of their peoples’ feeling? Nobody сап say for su 
But the emotions of the past three weeks show just how di 
cult it is for either leader, one a democrat who has lost his m 
jority, the other an autocrat who has lost the trust of his fol- 
lowers, to make the concessions necessary for peace. — 
The concessions were difficult at the best of times. Th 
are probably impossible now, with the times near their w 
Even if Mr Arafat were to do his honest utmost, he might n 
be able to turn off a Palestinian protest that is now directed 
what his people consider fundamental injustices. How m 
time will Mr Barak give him? Both men hold deadly wea] 
in reserve: an Israeli coalition government with Mr Sharc 
whose precondition is no compromise on Jerusalem; a fi 
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rein for Hamas, an Islamist group with terrorist predile 


At best, if both men are unusually patient, an uneasy sta- 





bility may be achieved. By itself, this could not last long, soit — 


will have to be supplemented by peace-seeking. The alterna- 
tive is bleak. The Palestinians’ frustration, with an Israeli over- 
г lord that cramps their every move, and a government that is 
corrupt and unaccountable, will not lie fallow. The example 
of Hizbullah, Lebanon’s resistance movement, seems to offer 
ап appealing alternative. Why, Palestinians ask, should Hiz- 
bullah’s exploits—in apparently “throwing” Israel out of Leb- 
anon, in kidnapping its soldiers and spies—be unmatchable? 
Тһе Palestinians would be unwise to rise to copy these ex- 
































OULD it get any closer? Three weeks ago, there was a 
strong suspicion that the presidential debates would de- 
cide the eventual winner—with many observers betting that 
. the more experienced Al Gore would land a telling blow on 
George W. Bush. Four-and-a-half hours of rhetorical combat 
later, there is precious little blood on the carpet. At times the 
discussion seemed to get bogged down in petty disputes; at 
„Others the main sign of life has been viewers flicking over to 
he baseball. There is, thus, a tendency to feel let down. But it 
hould be resisted. The debates have left America not just 
ith a compelling political contest, but with a decent choice. 
г In crude debating terms, Mr Gore probably won the first 
and third debates, while Mr Bush carried the second. But the 
exan governor was surely the overall gainer from the pro- 
cess. Most obviously, he drew slightly ahead in the polls dur- 
ing the debating season. He has generally seemed more like- 
able than the hectoring Mr Gore. And he has exceeded 
expectations, not just in terms of avoiding gaffes, but in dis- 
playing experience and knowledge. In the second debate, the 
challenger seemed as comfortable with the minutiae of for- 
eign policy as Mr Gore. In the third debate, an uninformed 
Observer could have been forgiven for thinking that Mr Bush 
was the laid-back vice-president cantering home, while Mr 
. Gore was trying to punch his way back into the contest. 
-.. This should worry the Democrats. Even though the smart 
money just about remains on Mr Gore, the basic question 
nags: why hasn't the “co-chairman” of a popular administra- 
tion, presiding over a phenomenal economic expansion, al- 
ready wrapped up the race? One set of doubts centres on Mr 
Gore's decision to launch a populist attack on business—a 
more left-wing pitch than Bill Clinton ever made. Another 
centres on his personality. The three debates produced three 
different Al Gores—the snarling clever-dick, the polite push- 
over and, finally, the reasonably polite clever-dick. Even if the 
_ third Mr Gore was by far the most attractive, it suggests a still 
- split, and thus confusing, personality. 
In tight races, elections can turn on trivial personal de- 
_ tails—such as, this year, Mr Gore's sighs and Mr Bush's smirks 
> or sniffles, The coming fusillade of attack ads may only accen- 
tuate such shallowness. But it is also worth stressing that the 
debates showed that, measured by more weighty criteria— 
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. The debates have left Americans with a clear, if difficult, decision to make 





| ploits. On theother hand, they are unlikely, after the *Al Aqsa 


intifada”, to settle back to the grind of occupied life. 

. Israel, for its part, is faced with the volatile mix of trigger- 
happy settlers, an outraged religious community—and a big 
Palestinian-born minority on the verge of revolt. The “Pal- 
estinian problem", which had been pushed to the outer 
fringe of most Israeli minds, is back at the centre. The threat of 
renewed terrorism is close: the expectation of continued com- 
fortable living has receded. 

In the immediate future, the aim is simply to stop people 
killing each other. Very soon, it has to turn back to peace- 
seeking. This will be harder than ever. But it has to be done. 
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character, experience and even political philosophy—Amer- 
ica now has two competent candidates to choose from. 

In Mr Gore's case, this has long been taken as given; this is 
a job for which he has spent a lifetime preparing himself. Mr 
Bush could not claim such depth. Rather than issuing detailed 
lists of proposals, he usually chose the Reaganesque strategy 
of enunciating general principles—a defensive ploy, to be 
sure, but one that often left viewers with a clearer idea of 
where he stood. He also showed that he has a credible record 
in Texas to defend—not just in education, but also as a bipar- 
tisan reformer. If people want to reject Mr Bush, it will have to 
be because they disagree with him or because they do not like 
him—not because he is unqualified. 


The great divide 


This cumulative clarity about the two candidates has also 
sharpened the choice. Both at home and abroad, Mr Gore 
stands for a more interventionist America. In foreign policy, 
that may be no bad thing: Mr Bush’s fluent talk about Amer- 
ica being "humble but proud" might amount in practical 
terms to policies that border on isolationism. In domestic pol- 
icy, Mr Gore's relentless trust in government and zest for tin- 
kering looks much less attractive. In general, Mr Bush would 
upset the status quo more than the vice-president. In some 
cases, such as Social Security and education, change is sorely 
needed. In others, such as missile defence, the options seem 
тоге risky. Despite their common background in the political 
establishment, Mr Gore seems more the Washington insider; 
Mr Bush the fresh broom. The two men mirror the basic deci- 
sion the country has to make between consolidation and 
change, between a bigger government and a smaller one. 

A decent choice is not a perfect one. It would have been 
better if there had been more discussion in the debates of 
campaign-finance reform. It would have been better if Mr 
Gore had attacked Mr Bush more clearly on the sheer size of 
his tax cut (rather than focusing all his fire on its regressive ef- 
fects). It would have been better if Mr Bush had harried Mr 
Gore more on his wavering loyalty to free trade. But politics is 
rarely ideal. Messrs Gore and Bush may not have been devas- 
tating debaters; but, as a choice of candidates, they'll do. 
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Insurance in the genetic age 


Genetic information should be available to insurers, as long as 


governments are prepared for the consequences 


RECENT, unprecedented decision by a committee set up 
by the British government to allow life insurers access to 
the results of consumers' genetic tests heralds a new era for 
the industry (see page 105). Insurers are to have access to the 
results of a genetic test for Huntington's disease, a horror that 
invariably condemns its victims to an early death. Other 
countries argue, for the moment, that genetic information 
should remain private. But Britain has done the right 
thing—by insurers—and access to the results of more tests 
will undoubtedly follow. Now the government needs to de- 
cide how to deal with the unlucky owners of harmful genes. 
The reason that it is right to share the results of genetic 
tests with insurers is that the alternative would be a slow col- 
lapse of insurance markets. Individuals who tested negative 
for destructive genes, such as the one that causes Hunting- 
ton's disease, would be less likely to insure. People who tested 
positive would consider insurance a bargain at current rates. 
Insurance companies would make losses and be forced to 
raise premiums all round. That would exacerbate the pro- 
blem: policies would attract fewer and fewer healthy people, 
because they would pay premiums that would be unfairly 
high. Premiums would continue to rise, in what market ex- 
perts call a "death spiral", as healthy people dropped their in- 
surance. In the end, only the least healthy individuals would 
remain in the pool; they would pay astronomical premiums, 
but insurance companies' profits would disappear. 

If genetic information is shared, insurers will also face 
eventual problems. As the human genome is gradually un- 
locked, they will garner fewer policy-holders and lower pro- 
fits. Most people will still need insurance: they will still face 
enough uncertainty to reap some benefits, as a group, from 
risk-pooling—and besides, genetics alone do not determine 
most destinies. But the healthiest people, with firm knowl- 
edge of their sturdy genes, will not find insurance as attractive 
as they would previously have done; meanwhile, those facing 





A role for Europe in Korea 


Europeans should be ready to chip in more generously to reduce the continuing 


nuclear threat from North Korea 


FE since the historic June summit between the leaders of 
North and South Korea, the world has been queuing up to 
welcome the once-reclusive northerner, Kim Jong Il, in from 
the cold. The Chinese actually beat the South Koreans to it. 
The Russian president, Vladimir Putin, made sure he was 
next. America’s secretary of state, Madeleine Albright, will 
head for Pyongyang this coming weekend, trying to squeeze 
in a trip for Bill Clinton before he leaves office in January. Ja- 
pan’s prime minister is angling for an invitation. Shortly be- 
forehand, the Europeans will have been talking up their sup- 
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the greatest potential problems will become uninsurable. 
People with a high probability of developing terminal dis- 
eases will still be able to insure—but against car accidents and 
other mishaps. And new insurance products may well ap- 
pear in order to cover people with specific sets of risks. For in- 
stance, women whose genes make them susceptible to breast 
cancer might receive insurance if they agreed to follow risk- 
reducing treatments. But these policies will still require higher 
premiums—if only to pay the costs of supervision. 


DNA and destiny 


How then should these unlucky folk be treated? At present, 
governments do not compensate people who pay more for 
health insurance because they smoke, or for car insurance be- 
cause they are young. But they do accept the need to compen- 
sate people with disabilities, and the same principle should 
apply to those with undesirable genes. Like discrimination 
based on race or gender, creating an underclass of genetic un- 
fortunates would be intolerable. Compensation would help 
to ensure that everyone enjoyed true equality of opportunity. 

One way to help the genetically unfortunate would be to 
force insurance companies to insure them—and, indeed, to 
make everybody buy life insurance, in order to ensure that 
companies have a large enough pool of risks. The trouble is 
that this solution would wreak havoc with the insurance 
market. Under this system, the healthiest would have to sub- 
sidise people who would have bought insurance anyway, in 
addition to supporting the otherwise uninsurable minority. 

In fact, compulsory pooling is a less efficient way to help 
the unhealthy than simply imposing a tax on everybody else. 
The government might thus compensate the families of the 
prematurely deceased in place of offering life insurance, and 
could perhaps pay some medical costs of people denied 
health insurance. In the lottery of the gene pool, only gov- 
ernment can hope to redress life's injustices. 





porting role in all this diplomacy, when the European Union's 
15 met ten Asian counterparts for an Asia-Europe Meeting in 
the South Korean capital, Seoul. But words are cheap. When it 
comes to deeds, Europe's contribution to reducing the threat 
from across what is still the world's most heavily armoured 
border does not amount to much. 

Like others, the Europeans have sent food aid to North 
Korea. They are also members of the Korean Peninsula Energy 
Development Organisation (керо), which is led by America 
and mostly financed by South Korea and Japan. керо ad- 
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building two less-proliferation-prone reactors in North Korea 
and by supplying 500,000 tonnes of fuel oil a year until the 
new reactors are working. At the Asia-Europe Meeting, the 
| Europeans will also be asked by South Korea to help in the 
larger task of rebuilding clapped-out North Korea. 
They, and others, would be wise to put off more general 
_ aid until itis clear that the North is taking steps to reduce the 
. military threat it still poses to the neighbourhood—from its 
_. troops and artillery dug in at the border with South Korea, 
_ from its nuclear dabblings and from its long-range missiles. 
The керо project, however, aims to do just that. £u leaders 
have pointed to it since they joined the group in 1997 as one of 
their good deeds for Asia. Yet their cash contribution has 
|. been stingy: 75m ecus (once worth about $82m, but now, as 
euros, worth $64m), spread thinly over the past five years, in 
return for a seat on the board and a crack at future contracts. 
Cash aside, the керо project has been in perennial diffi- 
culty. The target date for completion of the reactors was 2003; 
г but actual construction is only just starting. Even in the best of 
. eonditions-and North Korean conditions are far from 
|. those—it will take at least another five years. One problem 
has been the sheer difficulty of negotiating with such a 
. prickly regime. Another has been North Korea's provocative 
behaviour. The next may be its reluctance to allow interna- 
onal inspectors back in time to check on its past plutonium 
count before the nuclear components of the reactors are in- 
















ministers a 1994 deal to stop North Korea's illicit production _ stalled; such checks will take at least three years to complete. 


of plutonium, from which nuclear bombs can be made, by 





-But керо also needs more cash to help keep a lid on North 
Korea's nuclear ambitions. South Korea and Japan will bet- 
ween them provide most of the nearly $5 billion needed to 
build the two reactors. Yet it has proved much more difficult, 
year by year, to find the cash for the deliveries of fuel oil; 
much of it has been paid by America. Rising oil prices have 
not helped. Last year the fuel-oil bill was $62m. This year it 
will be more than $100m, and керо is still $20m short. The £u 
is now negotiating the price of its continued керо member- 
ship. The European Commission and the parliament would 
like Europe to chip in much more generously. Even tripling or 
quadrupling Europe's contribution would hardly hurt its 
budget, but would free керо from the effort spent passing its 
hat round. However, all the signs from Europe's governments 
are that any increase will be peanuts. 


The danger is proliferation 


Some, including Germany, dislike any nuclear-power project, 
even one that helps prevent North Korea from getting its 
hands on more bomb-making material, and anyway think 
the United States should stump up the extra cash. But, given 
the absence of any support for tougher action in 1994 to deal 
with North Korea's nuclear cheating, ће керо project is now 
the only alternative. If it were to collapse, North Korea would 
become a danger to all, including Europe. The still modest 
sums of money it would cost Eu taxpayers to help fend off 
such a threat could hardly be better spent. 
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looked like being an asset. Now he is a liability 


Poer is a word much used in financial mar- 
А kets, and even in central banks. But just as traders chiefly 
profit from failures of transparency, so in the hallowed halls 
of the world's central banks most of the training concerns 
how to avoid letting anyone know what the bank is thinking. 
‘Wim Duisenberg, president of the European Central Bank, 
. must have skipped some of his courses. This week he blabbed 
їп а newspaper interview not only that the ecs was unlikely 
to intervene to support the euro if trouble in the Middle East 
were to weaken it further, but also that Larry Summers, 
America's Treasury secretary, had been loth to join the inter- 
national effort to support the euro in late September. Not sur- 
_ prisingly, the euro slid to yet more new lows. 


_ Long on words, short on credibility 


. It is not that Mr Duisenberg's comments were either contro- 
. versial or idiotic. He is correct that currency intervention at 
times of political turmoil is generally a sure way to lose 
money. It was also well known in September that Mr Sum- 

mers was reluctant to support the euro; indeed he himself 
. . blabbed after the intervention that he still favoured a strong 
dollar, which is a funny thing to say just after you have been 
trying to weaken it against the euro. But then Mr Summers is 
not a central banker (even if, at some point in the future, he 
might like to be). No, the problem was not what Mr Duisen- 
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When Wim Duisenberg became head of Europe's central bank, he 








berg said. It was that he said anything at all. 

Intervention in currency markets works best when it takes 
investors by surprise. Studied ambiguity, or just studied si- 
lence, are the best tools of the interveners’ trade. That is why, 
unless Mr Duisenberg is genuinely unconcerned by the euro's 
slide, it is hard to understand why he chose to speak out. And 
previous remarks he has made suggest that he is indeed con- 
cerned by the weakness of Europe's single currency, because 
it is helping to boost inflation, which is making the ecs raise 
its interest rates, which threatens to restrain or even terminate 
Western Europe's economic recovery. 

One theory is that Mr Duisenberg thinks that transpa- 
rency is a good thing, and that he thinks it is better to be hon- 
est even if the message you thus put out is temporarily un- 
helpful. If so, this is based on a confusion. In monetary policy, 
many central bankers do seek to be predictable. By setting out 
clear targets for inflation or monetary growth, and by adjust- 
ing interest rates whenever those targets look like being 
missed, they can let markets know that they mean business. 
Even Alan Greenspan, the doyen of central bankers and who 
takes pride in bewildering his audiences, seeks to be predict- 
able in this sense. But central bankers cannot afford to be pre- 
dictable when intervening in currency markets, for todo so is 
to offer speculators a one-way bet. · 

Having made his own job harder, should Mr Duisenberg 
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. supposed to be independent of political interference, and is 
_ trying to establish its credibility. So a move now, led by the 
. euro's п member governments, to replace the bank's presi- 
dent would hardly reinforce its independence. The gov- 
_ ermments tried to be predictable in their succession plan for 
Мг Duisenberg, ordaining that, halfway through his eight- 
year term, he would resign in favour of Jean-Claude Trichet 
_of the Banque de France. Mr Trichet, impressively cool oper- 
ator though he is, happens to be snared in a banking scandal 
in France so to send him to the ECB now would be a trifle 
tricky. Yet leaving the bank in Mr Duisenberg's hands hardly 
looks ipio to boost its credibility. 








Бе deprived of it? The ECB is caught in a vicious circle. It is 





dn the short term, there i is ; lide оке but! to stick with the 


` Dutchman while telling him to shut up. But the board of the 


ECB itself should start to think about proposing a change. 
And, although the board should want a president who re- 
spects the sensible taboos of central banking, it should favour 
а break with one of Europe's current taboos: that a German 
cannot head the zc», simply because it is based in Frankfurt 
and because it is not meant to signal monetary domination of 
Europe by the Bundesbank. That view looked fine in the old 
days when the worry was that the euro would be too strong, 
and that the euro countries might suffer from deflation. No 
longer. What the euro needs now is credibility. And who has 
all Europe's monetary credibility? The Bundesbank. 
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n praise of Big Oil 


D) ASHING Big Oil has been a popular sport of late. The 
Ӯ soaring oil price and high petrol taxes helped to inspire 
despread protests across Europe last month. Though the 
nitial target was government, the oil majors inevitably came 
‚ from all sides. Oilmen have met with rough 
їп America too. The soaring petrol prices this sum- 
nd the spectre ofa heating-oil shortage this winter have 
energy a hot issue in the presidential campaign. While 
he price fixers at the ОрЕС cartel have received some jabs, the 
on's share of the populist attacks from Vice-President Al 
Gore have been aimed squarely at big oil companies. Rather 
an offering a vigorous rebuttal, George W. Bush has man- 
ged only timid retorts that the real culprit is "big foreign 
oil"—in other words, not his chums back in Texas. 
.. This seems a poisonous atmosphere in which to an- 
nounce a big oil takeover. Yet that is precisely what America's 
. Chevron did this week in revealing plans to gobble up its 
compatriot Texaco, in a deal worth more than $35 billion. The 
- combination, if approved. will create the world's fifth-biggest 
-oil firm. Consumer-rights advocates are crying foul, and the 
Gore camp responds: “Given the fact that oil companies saw 
their profits rise by over 30096 in the past year, it raises the 
question whether big oil is getting too big." 

Is this deal really so worrying? The answer is no, for three 
reasons. For a start, this week's deal is merely part of a broader 
trend toward consolidation in the oil industry. In just the past 
мо years, a frenzy of mergers and acquisitions has created 
_. Such "super-majors" as America's Exxon Mobil and Britain's 
5 BP (which swallowed two American firms, Amoco and Arco, 
in rapid succession). Taken in this context, the union of Chev- 
ron and Texaco is not worrying: even the combined entity 
would be but half the size of its recently merged peers. 

Another reason not to take alarmists seriously is that the 
only legitimate question that should concern regulators—are 
... consumers harmed by the deal?—is straightforward to assess 
_ and, if necessary, to remedy. Thatis because the downstream 
_ bits of the oil business, be it refining or retail marketing, that 

`. most affect consumers are relatively transparent. What is 
more, the painfully low margins typical of this end of the oil 
business are evidence of the intense and increasing compe- 
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Why consolidation among big oil firms need not be cause for alarm 












tition (including from independent refiners and supermarkets 
peddling petrol) that keeps abuses in check. Even in markets 
like California, where Texaco and Chevron both have a strong 
retail presence, regulators have quick and effective remedies: 
they can order the firms to sell gas stations and refineries. 


The real game 


The most compelling reason not to worry is the competition 
upstream, in the wild world of oil and gas exploration. Petro- 
leum is probably the only global business in which the indus- 
try’s largest firms and best assets are controlled by gov- 
emments. It may seem astonishing, but even the likes of 
Chevron and Texaco are midgets compared with the state- 
run oil giants like Saudi Arabia’s Aramco, which alone pro- 
duces a fifth of the world’s oil exports. What is more, the in- 
dustry's best, lowest-cost reserves are also controlled by gov- 
ernments. This leaves the private sector to fight ferociously 
over those oil and gas fields still left to be discovered: even 
here, they are finding that once-sleepy state firms from Brazil, 
China and elsewhere are now competing with them for ex- 
ploration rights. It is this frenzied hunt for the next big bo- 
nanza that is really behind recent mergers (see page 79). 

What is more, the emergence of “super-majors” in the 
private sector may even be good news for consumers. That is 
because it will help check the power of the true threat to con- 
sumer welfare: ОРЕС. The cartel derives its power to manipu- 
late prices from its control over much of the world’s hydro- 
carbons: two-thirds of the world’s proven reserves lie in the 
Middle East. There is surely more oil in the world, hidden 
away in Siberia and at the bottom of the deep blue sea. Find- 
ing and exploiting it increasingly takes the sort of money, 
fancy technology and, crucially, the appetite for risk that only 
the biggest firms can afford. 

The discovery of oil in the North Sea played an important 
role in checking the excesses of OPEC's power. Now, those 
fields are mature and, in time, will decline in importance. The 
rise of super-majors increases the odds that other sources of 
non-orsc oil will be found, which will help keep the cartel’s 
power in check. Which is surely good news for consumers. 
— 
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THE MIDDLE EAST 


Things fall apart 


CAIRO 


Why have recent events in the Middle East inflamed the whole Arab world? 


HE view from Sheikh Abed's hilltop 

tomb sweeps over bare ochre slopes that 
tumble into a broad valley spread beneath 
the distant, cloudy mass of Mount Hermon. 
The background, taking in swathes of Leba- 
non, Israel and Syria, is hauntingly romantic. 
The foreground is surreal. A shiny chain-link 
fence slices across the hill, bisecting the long- 
forgotten sheikh’s vault from end to end, like 
a magician's sword-trick. 

On one side, tense, combat-ready Israeli 
soldiers steady gun-barrels through the wire. 
On theother, bored Ghanaian peacekeepers 
look on as a gaggle of Lebanese teenagers 
dance on the tomb, hurling spittle, taunts 
and abuse—some of it in Hebrew—at the 
caged Israelis. The Lebanese boys are un- 
armed, but they are paid by Hizbullah to 
come to this remote border point and re- 
mind the enemy that sooner or later, they 
will liberate Jerusalem. The Israelis, who al- 
temate between swearing back in Arabic 
and gesturing menacingly with their guns, 
are relieved in two-hour shifts. When they 
£o home they will no doubt repay their tor- 
ment by voting for the most Arab-bashing 
party on the ticket. 

Except for the fact that nobody has yet 
been killed or even injured there, Sheikh 
Abed Hill is today's Middle East in carica- 
ture: bunkered, bristlingly-armed Israelis 
facing a hate-filled gang of Arab rowdies, 
while the world looks on helpless. This is not 
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the way it was supposed to be. 

Indeed, until September 28th, the day 
when the leader of Israel's Likud party, Ariel 
Sharon, took his fateful ramble on to Muslim 
holy ground, things looked rather different. 
A decade's fitful negotiating had begun to 
shroud the idea of regional peace with an 
aura of inevitability. Even the many spoilers, 
from Israel’s right wing to Saddam Hussein to 
Islamist militants, appeared to accept that 
they were fighting a rearguard action against 
the thing they hate most: compromise. 


Three views of a peace process 
What powered the momentum towards re- 
solving the 50-year-old conflict was not the 
details of the many agreements that were 
reached, breached and stitched up again. It 
was not the fact that, as it certainly seemed 
after July’s summit at Camp David, only a 
few points of difference remained between 
the Israeli and Palestinian leaders. (Or, for 
that matter, between Israeli and Syrian lead- 
ers after an earlier summit at Wye Plantation, 
in Maryland.) The feeling of inevitability 
arose more from a sense that Middle Eastern 
peace was part of an emerging post-cold- 
war global agenda: a new world order, in the 
jargon of the 1990s. 

To the rest of the world, it appeared that 
a particularly troublesome region was at last 
being steered towards calmer waters. To 
Middle Easterners, and particularly to Arabs, 


the global agenda looked more like an Amer- 
ican one. Its chief components included the 
extension of American military might to 
protect Gulf oil supplies, the use of the Un- 
ited Nations to impose sanctions оп Arab re- 
gimes the Americans did not like, and the re- 
warding of America's friends with lavish aid. 
Above all, there was the dogged pursuit of 
the peace process. 

In American eyes, the aim of this process 
was clear: to whittle away appetites for terri- 
tory or revenge, build mutual confidence, 
and construct a web of commercial and hu- 
man ties that would lock the opponents in 
mutually beneficial embrace. Moreover, 
there was a lack of practical alternatives. On 
the Israeli side, the 1987-91 intifada had 
brought home the impossibility of subject- 
ing Palestinians to perpetual military occu- 
pation, even as an economic boom and a 
surge in immigration brought Israeli Jews a 
greater sense of security. 

On the Arab side, the Gulf war had ex- 
posed both military weakness and political 
disunity. Combined with faltering econo- 
mies and the threat of Islamic extremism, 
thisconcentrated leaders’ minds on thedan- 
ger of letting old wounds fester. If the price of 
joining the new world order was a begrudg- 
ing accommodation with Israel, it seemed 
just about worth paying—particularly as the 
old currency of belligerent rhetoric was now 
evidently worthless. 

These were the underlying reasons why 
the peace process continued to stay “on 
track”. It did so despite such hurdles as terror 
attacks in Israeli cities, the massacre of Leba- 
nese civilians by Israeli artillery, the persis- 
tence of anti-Semitism in the Arab media, 
the foot-dragging of Israel’s 1996-99 Likud 
government, and the expansion of Jewish 
settlements on occupied land. 

Yet, even as the train itself crossed these 
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hurdles, it began to lose its passengers. After 
their initial burst of joy at gaining control 
over a small proportion of their land, the Pal- 
estinians began to grow weary of a situation 
that left them subject to daily petty humilia- 
tions. Mr Arafat’s high-handed government 
grew ever more isolated. 

Then, at Camp David in July, Mr Arafat 
received a surprising offer on Jerusalem, the 
main sticking-point in negotiations. The de- 
tails of Mr Barak's proposal remain sketchy. 
But it seems that he was prepared to allow 
the Palestinians partial sovereignty over cer- 
tain Arab parts of thecity. To Israelis, this was 
revolutionary, trampling on the principle 
that Jerusalemis Israel's eternal, unified cap- 
ital. To the Palestinians, however, the Arab 
parts of thecity are simply that: Arab. 

Moreover, Mr Arafat had promised his 
people he would not budge on sovereignty 
over all of Arab East Jerusalem, and particu- 
larly over what has become for Palestinians 
the icon of their nationhood: the Haram al- 
Sharif with its twin shrines cf the Dome of 
the Rock and the Mosque of А! Aqsa. But 
these shrines sit on Judaism's holiest place, 
the Temple Mount. Given time, there might 
have been a chance to work out these con- 
flicting demands. But Mr Arafat was pre- 
sented with a take-it-or-leave-it package 
and, not surprisingly, he balked. 

Since then, the peace train has crashed 
spectacularly, threatening not just its pas- 
sengers but the whole complex edifice of the 
region's Pax Americana. Recent events have 
been shockingly bloody. Yet, to some extent, 
they were to be expected. When one negoti- 
ating side believes it is risking its political 
neck with a generous offer, and the other 
side thinks it is being strong-armed into con- 
cessions its people viscerally reject, you get a 
stand-off. And when you pit mobs ignited 
by asudden outrage, fuelled by long oppres- 
sion, against a nervous army that is 
equipped to kill and shaped by a national 
belief in never showing weakness, you tend 
to get bloody, lopsided battles, punctuated 
by nasty revenge attacks. 


The intifada globalises 

Much more surprising is the wider Arab and 
Islamic resonance of these events. Similarly 
violent scenes were broadcast worldwide 
during the first intifada. But they did not 
provoke rioters in Cairo to attack кес restau- 
rants as symbols of American imperialism. 
They did not inspire Muslim vigilante 
groups in Jakarta to raid hotels in search of 
Israelis, or arsonists in France to attack syna- 
gogues, or students from Marrakesh to Mus- 
cat to shout the same slogan suggesting that 
the Prophet’s army was coming back to 
slaughter the Jews as it did at the fortress of 
Khaibar 1,400 years ago. 

The first intifada’s victims never became 
household names throughout the Arab 
world, as has Muhammad Dura, the 12-year- 
old boy killed as his father tried to shield him 
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from Israeli bullets. And in that intifada, the 
United States was not, out of fear of being 
identified with Israel, obliged to shut down 
21 of its embassies. Nor was America sub- 
jected to direct military attack, such as the 
suicide bombing of theussColein Aden har- 
bour, which claimed the lives of 17 American 
sailors. 

So what is different this time? First, the 
religious element. With the "liberation" of 
their holy sites seemingly closer than ever, 
Muslims were offended enough to see Ariel 
Sharon push his way into Jerusalem's Haram 
al-Sharif in the company of 1,000 security 
men. They were appalled the following day, 
when Israel's border police cleared Palestin- 
ian stone-throwers from the holy sanctuary 
by shooting five dead and injuring scores. 

These provocations fell on particularly 
fertile ground. Although Islamist political 
movements have taken a battering at the 
hands of Arab governments, the rousing lan- 
guage of religious revival continues to make 
inroads. In mosque sermons, broadcast by 
loudspeaker, radio and increasingly also on 
satellite television, it is a language that ap- 
peals to those who see themselves as victims. 
Current woes of any sort are projected on to 
perceived enemies, be they “the Jews” or the 
Americans who, in these diatribes, are seen 
as led by the nose by Zionists. It is a language 
that feeds on the experience of persecution 
in Bosnia and Chechnya, and also on the la- 
tent power of numbers of the world’s 1.2 bil- 
lion Muslims. 

From its own perspective, America’s 
Middle Eastern policy seems noble, and 
sometimes downright altruistic. Presidents, 
from Jimmy Carter to Bill Clinton, do not 
work for hours and criss-cross oceans just to 
appeal to Jewish voters at home. Yet their ef- 
forts, sadly, have helped to consolidate a 
xenophobic view among Arabs. The sense of 
living under American hegemony is not al- 
ways just a convenient fiction to be exploited 
by rabble-rousing orators. Ordinary Saudis 
bridle at their govemment welcoming 





American troops on their land. Ordinary 
Libyans and Sudanese chafe under Ameri- 
can-imposed sanctions that are meant to 
punish their unpopular leaders. 

America’s way of conducting the peace 
process has added to such fears. At both Mr 
Clinton’s failed summits this year—in Ge- 
neva with the late Hafez Assad of Syria, and 
at Camp David with Messrs Arafat and Ba- 
rak—the Israeli side felt it had offered as 
much as it could; the Arab side felt that the 
American mediator was merely presenting 
Israeli ultimatums. Adding insult to injury, 
Mr Clinton then publicly blamed the Arab 
leaders for not going far enough. 

Meanwhile, America’s Arab allies, such 
as Egypt's Hosni Mubarak, were chagrined 
that they had not been consulted over Jeru- 
salem. Had they been, they might have 
pointed out that Mr Barak’s offer did not sit 
comfortably with Arab and Muslim sensi- 
bilities. And all this comes on top of Arab 
mistrust for America as Israel’s chief source 
of aid, arms and diplomatic backing—never 
mind its huge handouts to Egypt. 


Sympathy for the devil 

No single issue in recent years, however, has 
damaged America’s image on the Arab street 
more than its treatment of Iraq. Saddam 
Hussein is widely recognised as a brute 
responsible for destroying the last vestiges of 
Arab unity. Even so, the plight of his people 
has aroused increasing sympathy. It is a 
sympathy charged with disgust, both for the 
perceived double standards of the West and 
for the Arab governments that have com- 
plied with the western-imposed blockade 
for the past decade. Arabs contrast the harsh 
punishment meted out to Iraq for disobey- 
ing UN resolutions with the world’s lenient 
treatment of Israel, which has disobeyed far 
more, and for longer. 

Hardly surprising, then, that the first 
cracks in the Pax Americana should have ap- 
peared on the Iraqi front. Low-level Arab 
trade delegations have been slipping into 
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Baghdad for some years now. But since 
France and Russia first challenged the air 
embargo on Baghdad in early September, 
virtually every Arab country has felt obliged 
to dispatch a flight to the besieged city. In 
fact, Iraq's rehabilitation in the Arab world 
has been delayed as much by the regime's 
insistence on blasting vitriol at Saudi Arabia 
asit has by fears of annoying America. 

Iraq has worked hard to patch up ties 
with its once-mortal enemies, Iran and Syria. 
The new president of Syria, Bashar Assad, is 
less hostile than his father was. Not only has 
the Syrian-Iraqi border reopened after 20 
years, but there is now talk of starting sched- 
uled flights between Damascus and Bagh- 
dad. Iran, for its part, has dispatched its for- 
eign minister to meet Mr Hussein amid talk 
of closing the file on two decades of bloody 
enmity. A reconciliation between these 
countries could signal a major turning-point 
for the region. Moreover, their coming to- 
gether marks another meeting of minds be- 
tween Arab nationalism and political Islam. 

Needless to say, Mr Hussein has been ex- 
ploiting America’s discomfort mercilessly. 
Iraqi television beams images of the dictator 
juxtaposed against Saladin, the Muslim 
commander who chased the Crusaders 
from Jerusalem. And it does not go unno- 
ticed on Arab television screens that Pal- 
estinian demonstrators have started waving 
Iraqi flags, just as they did when Mr Hussein 
threatened to rain scuds on Israel during the 
Gulf war. The fact that Iraq has been invited 
to attend a summit of Arab leaders for the 
first time since the Gulf war is no coin- 
cidence. 

The undemocratic Arab leaders who 
made peace with Israel, afraid perhaps of 
being tainted as American stooges, shy away 
from trying to sell the agreements they made 
with Israel to their own people. This failure 
carries the danger of backfiring. Such is the 
case with Egypt, for instance, a country 
which has been the linchpin of every peace 
offensive since the signing of the first Camp 
David accords in 1978. That peace has stood 
the test of time, even ifenmity runs deep in a 


country whose army has been repeatedly 
defeated by Israel. 

Yet the Egyptian government is guilty of 
occasionally stoking the embers to remind 
the world that itis a good copin a bad neigh- 
bourhood. The habit has put the country in 
an uncomfortable position just now. Mr 
Mubarak wants to appear as the leader of the 
Arabs, yet his shaky economy, increasingly 
reliant on western investment and tourism, 
needs peace desperately at a time when his 
people are beating war drums. 


An alliance of victims 

In a profound sense that both Israelis and 
Americans often fail to recognise, Arabs 
identify with the Palestinians. It is an empa- 
thy not only of kith and kin, but also one 
born from a feeling that the huge injustice 
inflicted on the Palestinians is in some way a 
reflection of wider injustices experienced by 
Arabs and Muslims everywhere. 

The historical experience that Arabs 
share is of a struggle against colonialism, fol- 
lowed by a period of revolutionary zeal in 
the 1960s that was dashed by military defeat. 
There followed the corruption and suffocat- 
ing control of the mukhabarat regimes that 
are the unfortunate norm in the Arab world: 
states whose power is entrenched by secret, 
overlapping and often brutal intelligence 
services. Hardly surprising, then, that the an- 
ger of today’s Arab rioters is also directed at 
their own repressive governments. 

From the Israeli perspective, there may 
seem little point in trying to interpret such 
nuances. The sight of raised fists across the 
Arab and Islamic worlds simply retrenches 
the gut feeling that “they hate us”. The alac- 
rity with which Palestinians took to throw- 
ing stones smells less to Israelis of spontane- 
ous rage than of carefully choreographed 
blackmail. 

In some ways, and certainly to Israeli 
hardliners, the feeling of being besieged is a 
familiar refuge. The closer the country ap- 
proaches peace, the more trouble it has stay- 
ing together. Mr Barak's daring at Camp Da- 
vid brought closer the spectre of a 


showdown between Israel's secularising and 
religious trends. The “Al Aqsa intifada” may 
be nasty, painful and costly—the Tel Aviv 
stock index has shed $10 billion in share val- 
ues in two weeks—but it has certainly closed 
Jewish ranks. 

Yet, just as Arabs would do well to note 
that their outpouring of hostility may not 
really serve practical Palestinian interests, Is- 
raelis would be wise to take pause. By any 
objective standards, Israel’s use of force 
against this latest intifada has been exces- 
sive, and this has been generally noted. To 
the vast majority of Arabs and Muslims, it is 
this apparently trigger-happy mentality, not 
some ancient, millennial hatred, that spurs 
emotions. This is why housewives in Cairo 
are now boycotting American produce: 
America is where the Israelis’ guns come 
from. Itis why citizens in Tunis and Sanaa are 
queuing to donate blood for Palestine. The 
millennial stuff is lying around, however, 
just waiting to be dusted off by those un- 
scrupulous enough to want to exploit it for 
their own ends. 


The path ahead 

In the present circumstances, an early return 
to the negotiating table is unlikely. When it 
happens, though, all sides will need to take a 
more sensitive approach. The reason for this 
is not simply that the current crisis threatens 
a whole range of western interests in the 
Middle East and beyond, including the 
friendly governments of such countries as 
Egypt and Jordan. It is also because what lies 
at the root of the impasse is largely a concep- 
tual misunderstanding. 

On the surface, the argument is about a 
map. On maps, demarcation lines can be 
moved, roads pencilled in, clear lines of fire 
drawn. In fact, what both the Israelis and the 
Palestinians want is far less tangible: a 
whole-hearted acknowledgment by the 
other side of their right to secure and inde- 
pendent statehood. Even after so many 
years of struggle, neither can be sure that the 
other is prepared to grant it. 
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Relative calm 





At a meeting in Sharm el- 
Sheikh, Ehud Barak and 
Yasser Arafat were persuaded 
by President Bill Clinton to 
take measures to calm Israeli- 
Palestinian turbulence. The re- 
gion did indeed quieten down 
a bit, but Palestinian activists 
rejected the call, seeing it as an 
Israeli-inspired ruse to spike 
an Arab summit set to take 
place in Cairo. 


Iran's foreign minister, Kamal 
Kharrazi, paid a three-day 
visit to Iraq. The governments 
agreed on their response to 
the Israeli-Palestinian crisis but 
it is too soon to say that the 
long hostility between the two 
countries is drawing to a close. 


African countries involved in 
the war in Congo said they 
would return to the positions 
they held when a peace agree- 
ment was signed in Lusaka 
last year, and would avoid 
further fighting. Congo's Presi- 
dent Laurent Kabila said he 
would allow the deployment 
of uN peace monitors in his 
country. 


More than 100 people died in 
clashes in Lagos, Nigeria's 
commercial capital, between 
Yoruba extremists and Hausas 
from the north. President 
Obasanjo ordered the arrest of 
the Yoruba leaders. 


In Uganda’s first recorded out- 
break of Ebola, around 40 
people are known to have 
died from the deadly virus. 


Rioters rampaged in Zimba- 
bwe's capital, Harare, protest- 
ing against food-price rises 
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and demanding Robert Mu- 
£abe's resignation as president. 


Amnesty International, a hu- 
man-rights group, said that 
torture remained common- 
place, despite the spread of 
democracy in the 1990s. Un- 
pleasant regimes, civil wars 
and police intimidation all 
helped explain why, since 
1997, torture has been reported 
in 153 countries. 


Not pals yet 





The new president of Yugo- 
slavia, Vojislav Kostunica, 
visited Montenegro, the junior 
partner to Serbia in the Yugo- 
slav federation, but failed to 
win support for a transitional 
Yugoslav government from 
Milo Djukanovic, Montene- 
gro's president. Most Monte- 
negrins boycotted last month's 
Yugoslav elections in protest 
at Slobodan Milosevic's efforts 
to hold on to power. 


Leaders of the European 
Union gathered in Biarritz, in 
south-western France, to seek 
ways to improve decision- 
making within the club before 
accepting new members, 
mostly from Central Europe. 
They made little progress. 


Elisabeth Guigou, hitherto 
France's justice minister, re- 
placed Martine Aubry as min- 
ister for employment and so- 
cial security in the Socialist- 
led government. Mrs Aubry is 
to campaign to become mayor 
of Lille. 


Jörg Haider's far-right Free- 
dom Party suffered its first 
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electoral setback since joining 
Austria’s coalition govern- 
ment. In Styria it won 12% of 
the vote in a regional poll, 
compared with 29% in the 
general election last October. 


European observers said that a 
general election in Belarus 
was “below international 
standards”. America deemed it 
“invalid”. Russia accepted the 
result, which favoured Presi- 
dent Alexander Lukashenka. 


A centre-left coalition led by 
Janez Drnovsek, who had 
been prime minister for most 
of the past eight years until 
four months ago, won the 
general election in Slovenia. 


The last debate 


After the third and final 
debate of the American 
presidential campaign, both 
the Democratic candidate, Al 
Gore, and the Republican, 
George W. Bush, claimed to be 
happy with the outcome. The 
lively contest was held in St 
Louis, Missouri, just hours 
after the state’s Democratic 
governor, Mel Carnahan, had 
been killed in a plane crash. 


At a memorial service in 
Virginia, President Bill Clinton 
vowed revenge on the killers 
of 17 American sailors, who 
died in a terrorist bomb attack 
last week in Yemen. 


An organisation dedicated to 
freedom of expression said it 
had awarded a $im prize to 
Elian Gonzalez, a six-year- 
old Cuban boy at the centre 
of a political controversy ear- 
lier this year. 


Jean Chrétien, Canada’s 
prime minister, shuffled his 
cabinet in apparent prepara- 
tion for a snap election on 
November 27th. 


In a closely watched election 
for governor in Tabasco state, 
in Mexico, the candidate of 
the pri ended up only 1% 
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ahead of his rival. A recount 
was ordered amid claims of 
electoral fraud. 





In Lima, Peru's capital, thou- 
sands marched to demand 
clean elections and the ousting 
of President Alberto Fujimori. 


Sack the president 


Opposition members of the 
Philippine Congress sought the 
impeachment of President 
Joseph Estrada, accusing him 
of taking bribes. They called 
for a popular uprising of the 
sort that toppled Ferdinand 
Marcos in 1986. 


America said Madeleine Al- 
bright, its secretary of state, 
would visit North Korea. 
Britain announced the open- 
ing of diplomatic relations 
with the Stalinist regime. 


The uN refused to send aid 
workers back to West Timor, 
where three of its officials 
were murdered in September. 
An official said that militia 
gangs were still holding thou- 
sands of refugees hostage de- 
spite the government's efforts 
to control them. 


A Hong Kong group said that 
three followers of the Falun 
Gong religious cult had died 
in Chinese prisons recently, 
bringing the number of 
known deaths in custody to 57 
since the cult was banned in 
July last year. 


India’s Supreme Court re- 
jected an application by an 
environmental group to stop 
construction on a dam on the 
Narmada river. 
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Prices rising 








America’s consumer-price 
index rose by an oil-fuelled 
| 0.5% in September to 3.5% 
higher than a year earlier, its 
fastest rise since June. The 
- worrying rise in inflation, and 
| disappointing news from IBM 
‘and other leading technology 
firms, drove the Dow Jones 
Industrial Average to less than 
10,000 for the first time since 
| March 











Euro-zone inflation hit a 
six-year high of 2.8% in Sep- 
tember. None of the 11 coun- 
tries has inflation below the 
European Central Bank's 
stated upper ceiling of 2%. 
Producer-price inflation in 
Germany was 6.9% in the year 
to September, its highest for 18 
years. The ECB may now have 
to raise interest rates, threaten- 
ing Europe's renewed growth. 


The euro received another 
knock after Wim Duisenberg, 
president of the св, publicly 
¿| discussed intervention in sup- 

„| port of the currency, a fearful 
breach of central bankers’ eti- 
quette. Rumours of his im- 
pending departure briefly 
boosted the currency. The 
next day, with Mr Duiseriberg 
still in place, the euro hit yet 
another record low. 


Worldwide private-equity 

and venture-capital in- 

vestment, driven by boom- 

ing technology and telecoms 

sectors, jumped 65% in 1999 to 
| around $136 billion--6.596 of... 
world Gor—accordinig to a re- 
port from Pricewaterhouse- 
Coopers and 3i. 














Debts owed by failed Japa- 
nese companies hit a new 
six-month record between 
April and September. Despite 
some debt forgiveness by Jap- 
anese banks, a surge in bank- 
ruptcies—rare in.Japan—has 
pushed the figure above Y10 
trillion ($93 billion) for the first 
time. A stimulus package 
worth ¥u trillion could help 
firms to meet payments. 


Out of the Big Blue 


IBM announced that third- 
quarter profits had met expec- 
tations but revenue growth 
had disappointed; it blamed a 
weak euro and other pro- 
blems. Initial indifference 
turned into a widespread sell- 
off; ївм`з shares dived. 


Declines in shares of Intel, 
the world's biggest chip 
maker, and Microsoft, the 
software giant, halted when 
both companies beat expecta- 
tions for profits. Intel's shares 
fell by 116% after forecasts of 
falling microprocessor prices 
because of weak ec demand, 
But an announcement that 
third-quarter profits were up 
by 52% led to a rally. 





Polaroid, an American in- 
stant-camera maker, an- 
nounced that third-quarter 
profits were well short of Wall 
Street's forecasts. Its shares 
plunged. Xerox's woes con- 
tinued. The debt-laden Ameri- 
can copier company said it 
had dipped into'a $7 billion 
credit facility, raising fears 
about its financial health. Its 
shares also tumbled. 














British Telecom, owner of 
21% of Blu, Italy’s smallest 
wireless operator, angered 
other (Italian) shareholders by 
refusing to honour an infor- 
mal agreement to increase its 
stake to 51%. The disappointed 
Italians threatened to prevent 
Blu from bidding for an Italian 
third-generation mobile- 
phone licence. Br was also 
said to have broken off talks 
with arar aimed at merging 
their business-service units. 


Reuters, a British electronic- 
media company, again de- 
layed an initial public offering 
of Greenhouse, its Internet 
start-up fund valued at up to 
£1 billion ($15 billion). Reuters 
said that a volatile market and 
lack of investor confidence in 
the sector were responsible. 


Bigger oil 











Chevron, America's second- 
largest oil company, revealed 
plans to take over Texaco, the 
country's third-largest, in a 
deal worth more than $35 bil- 
lion. The merged company 
would still lag behind the top 
three of "big oil". 


Iberdrola, Spain's second- 
largest electricity company, 
agreed to merge with Endesa, 
the country's largest, in a deal 
valuing the former at €15.2 
billion ($12.9 billion). A higher 
offer from Gas Natural, 
Spain's privatised gas monop- 
oly, was rejected. Regulators 
will demand a sell-off of 
many Spanish assets, but the 
new firm will be big enough 
to compete internationally. 


The weak euro prompted 
Mazda, a Japanese car maker 
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nounce plans to.move some 
car production to Europe. Forc 
will probably shift some 
small-car making to Japan to 
avoid industrial disputes re- 
sulting from job losses. 


Fund and games p 


Europe's fund: managers made 
transatlantic acquisitions to 
strengthen their global net- 
works, Allianz, a large Ger- 
man insurer, said it would 
buy Nicholas- Applegate 
for $980m. ABN Amro, а 
Dutch financial-services giant, 
said it would buy Alleghany 
Corp for $825m. Amvescap, 
a British fund manager with 
extensive American interests, 
looked set to offer around £1 
billion ($15 billion) for Per- 
petual, a British rival. 


Nordic Baltic Holding pur- 
sued its pan-Nordic strategy 
with the agreed acquisition of 
Norway's Christiania Bank 
for 27 billion kroner ($2.8 bil- 
lion). Nordic, formed by the 
merger of Finland's Merita 
and Sweden's Nordbanken in 
early 1998, added Denmark's 
Unidanmark this year. 


A group of 24 big banks, the 
European Securities Forum, in- 
vited bids to set up an Ameri- 
can-style central counter- 
party in Europe for share 
trading. If no suitable plan 
emerges, they may set up a 
clearing and settlement system 
themselves in an effort to cut 
pan-European share-dealing 
costs. The move would also 
stymie an effort by five big in- 
vestment banks, including 
Goldman Sachs, to set up a 
similar system. 


A leaked report from the 
Shanghai Stock Exchange 
alleges that fund managers 
have colluded to enhance the 
values of each other's portfo- 
lios. The underhand activity is 
allegedly conducted in saunas, 
an old Mafia trick: naked men 
cannot carry recording devices 
or wires undetected. 
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Price Controls: A ‘Cure’ 


Worse Than the Disease? 
by Alex Tabarrok, Ph.D. 

s anyone following the U.S. elections is 

aware, prescription drug prices have 

been a subject of intense debate. The 

US. is one of the few developed nations that 

does not impose some form of price controls on 

pharmaceuticals, and some politicians are 

arguing that this should change. They point 

to government studies suggesting that phar- 

maceutical prices are much lower in other 
developed countries. 

But are these studies accurate? According 
to economist Patricia Danzon of the presti- 
gious Wharton School, they have some serious 
flaws ("Price Comparisons for Pharmaceuticals: 
A Review of US. and Cross-National Studies", 
AEI, 1999). Danzon found that the government 
studies surveyed only a handful of drugs. 
Also, these studies did not account for the 
quantity of drug prescriptions, and sometimes 
compared wholesale prices to retail prices. 
When these errors are corrected, prices in the 
United States are not on average more expen- 
sive (in fact, they are often less expensive) than 
in other developed nations. 

It is true that drugs are cheaper in less- 
developed countries, but this is a benefit, not a 
cost to U.S. consumers. Because consumers in 
less-developed nations cover some of the R&D 
costs, U.S. consumers are better off than they 
would be if firms charged the same price 
everywhere. Put simply, if firms had to charge 
a single low price throughout the world there 
would be much less money to spend on R&D 
and fewer new drugs. If firms had to charge a 
single high price throughout the world, con- 
sumers in less-developed countries could not 
afford to buy any new drugs, and US. con- 
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sumers would pay all of the R&D costs. 
Allowing a firm to charge the appropriate 
price for each market — that is, different prices 
in different parts of the world — benefits consumers 
everywhere. 

This is not to say that there are no "free- 
riders" in the world community — countries 
which refuse to enforce patent rights, or use 
price controls to force companies to sell their 


Will consumers 

ten years from now 
be able to choose 
from a new 
generation of 
revolutionary drugs? 


products at below-market prices. But the 
answer to this problem is not for the US. to 
join the free-riders, which would mean less 
research and fewer new drugs. Instead, the 
United States should continue to insist upon 
the protection of intellectual property rights in 
other countries. Rather than adopt price con- 
trols at home, the U.S. should call on its trad- 
ing partners to liberalise their healthcare 
systems and let the market set prices, This 
would benefit patients all over the world as it 
would expand the funds available to invest in 
new-drug research and development. In addi- 
tion, reducing regulation would help to speed 
drugs to European patients who, thanks to 
layers of price and reimbursement regulations, 
are now sometimes denied access to new med- 
icines for years on end." 

Acting at home, the United States could 
lower the cost of drug development by reform- 
ing its tort system, which imposes large costs 


on pharmaceutical manufacturers, and the 
entire healthcare sector, and by further stream- 
lining the drug approval process. 

The US. pharmaceutical industry is in a 
sense a victim of its own success. Overall spend- 
ing on drugs has doubled in the past decade, 
but not because of price increases. Spending 
has increased because innovation has increased. 
Revolutionary new medicines have been dis- 
covered for the treatment of heart disease, 
Alzheimer's, diabetes, osteoporosis, arthritis, 
depression, obesity, blood pressure and other 
illnesses. In other words, America is spending 
more on drugs because we're using drugs 
more, and substituting pharmaceutical thera- 
py for surgery, hospitalisation, long-term care, 
and other forms of treatment. 

The new drugs are so much better than 
the previous generation that if one controls for 
quality, it is clear that the cost of treating 
these diseases has actually been falling, not 
rising. Nevertheless, the increased spending on 
drugs has made the pharmaceutical firms a 
target for politicians seeking electoral advan- 
lage over sound public policy. Politicians may 
be focused on the next election. We can hope, 
however, that U.S. consumers of pharmaceuti- 
cals will take a longer view. Will consumers 
ten years from now be able to choose from a 
new generation of revolutionary drugs? They 
won't, if price controls are imposed today. 

Dr. Alex Tabarrok is research director at The 
Independent Institute in Oakland, CA. This essay is 
adapted from Dr. Tabarrok's article originally pub- 
lished May 31, 2000 in The Patriot-News in 
Harrisburg, PA. To order a copy of the Institute's new 
book, "American Health Care: Government, Market 
Processes and the Public Interest", please visit the 
Independent Institute website, or call *510-632- 1366. 





president 


MANILA 


The Philippines turns on its 





Joseph Estrada may survive this week's calls for his impeachment. But where 


will that leave his country? 


HE gambling scandal that has suddenly 

engulfed Joseph Estrada, the president of 
the Philippines, is by far the most serious he 
has yet faced. On October 18th, a group of 
congressmen filed a motion to start im- 
peachment proceedings against him, and 
claimed they would try to muster the one- 
third of lower-house votes they need to 
force a trial in the Senate. The same day, over 
10,000 protesters filled the streets of Manila's 
business district calling for Mr Estrada's res- 
ignation. His vice-president, who is both his 
constitutional successor and one of the most 
popular politicians in the country, has 
bolted his cabinet to lead the opposition. 
Andeven before the latest scandal broke, the 
Philippines already seemed about to suc- 
cumb to economic decay. 

An expanding budget deficit and a fal- 
tering economy had been pulling down the 
stockmarket and the peso for months, even 
before their collapse of the past two weeks. It 
did not help that bombs had from time to 
time been going off in the capital, or that a 
guerrilla war in the south had prevented aid 
from flowing to a crucial agricultural region. 
But most of all, it was the stench of corrup- 
tion that had been turning off businessmen. 

So it was no surprise this week that the 
Makati Business Club, a group of Filipinos in 
commerce and industry, moved against Mr 
Estrada, urging the legislature to "expedite 
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the constitutional process”. But, like several 
prominent political critics, the businessmen 
stopped short of calling outright for Mr Es- 
trada’s impeachment. Many of them believe 
it would be a blessing if he were removed 
quickly, but they fear a drawn-out impeach- 
ment that would smear more grime on the 
country’s image. 

Unfortunately, that is exactly what they 
would get from a formal effort to oust him. 
And at the end of the proceedings there 
might be no guarantee of a new president. 
For one thing, removing Mr Estrada would 
require proof that the allegations against 
him were true. The charges are primarily 
based on the accusations of a provincial gov- 
ernor with admitted ties to illegal gambling, 
Luis “Chavit” Singson, who claims he has 
paid the president more than 540m pesos 
($10.8m) since November 1998, six months 
after Mr Estrada took office. 

Some of this, says Mr Singson, went as a 
kickback to the president on tobacco-tax 
payments in his province; the rest was from 
profits on jueteng, a lottery game that is pop- 
ular among poor Filipinos. Mr Singson ad- 
mits that he has also acted as a collector for 
illegal syndicates, and says he decided to tell 
all only because Mr Estrada offered an ap- 
proved gambling concession to someone 
else. The president has denied the allega- 
tions. On October 14th, he also offered an 





apology to the country, without admitting to 
having done anything wrong. He maintains 
that his political enemies are out to get him. 
The allegations have stuck to him, however, 
largely because he has already been tainted 
by so many other scandals. 

One of the president’s close friends, 
Dante Tan, was awarded a gaming franchise 
by the government in 1998, іп a deal that did 
not go out to tender. Earlier this year, the 
chief securities regulator accused Mr Estrada 
of tampering with an investigation involv- 
ing a company whose share price Mr Tan 
was suspected of manipulating. Another of 
Mr Estrada's friends, a tycoon, Lucio Tan, has 
also appeared to benefit from the president's 
friendship. Then there are the persistent 
complaints—which Mr Estrada also de- 
nies—that he takes most important deci- 
sions in the wee hours, surrounded by booze 
and buddies. And he is routinely rumoured 
to allow his family, friends and numerous 
mistresses to make a killing from govern- 
ment kickbacks, though no proof has ever 
been produced. 

Against this backdrop, it is not a pre- 
sumption of innocence that is keeping his 
opponents at bay. Many of them are simply 
worried that the outcome of any impeach- 











Message to the president 
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WIE Indonesia deals with foreign 
donors these days, the talks are 
much like a hostage negotiation. If the do- 
nors do not pay up, many innocent people 
will suffer; yet there is no guarantee that 
forking out the cash will make any differ- 
ence. Once again, the donors have decided 
that it is wiser to pay, and on October 18th 
they pledged $5.33 billion for 2001. In ex- 
change, Indonesia repeated its pledges to 
reform its economy and to get tough with 
the militia groups operating in West Timor. 
Thedonors will hope for the best. 
Indonesia s economy remains hob- 
bled by the effects of the region's 1997-98 
recession. Of the $5.33 billion pledged by 
theConsultative Groupfor Indonesia, a fo- 


ment proceedings would be determined by 
power and patronage, rather than by evi- 
dence. Since they have low hopes of splitting 
off some of his majority in Congress, even 
the president's staunchest opponents ap- 
pear to be wondering what an impeach- 
ment would accomplish, other than the fur- 
ther tarnishing of the country's reputation. 
When the impeachment motion was tabled 
this week, it was endorsed by only two de- 
fectors from Mr Estrada's coalition, along 
with 39 opposition members. That leaves it 
far shortof the 73 votes it needs to succeed. 

Even Corazon Aquino, a former presi- 
dent and the leader of the "people power" 
movement that ousted President Ferdinand 
Marcos, has been searching for a less damag- 
ing way to expel Mr Estrada. If he will not re- 
sign, she said this week, perhaps he could be 
persuaded tostepaside for a while, while the 
scandalis sorted out. 

Mr Estrada himself has firmly ruled that 
out, but were he to relent, his popular vice- 
president, Gloria Macapagal Arroyo, would 
take over the presidency. Although she is 
from a rival party—the vice-president is 
elected separately—she was until recently 
the welfare secretary in Mr Estrada's cabinet. 
After persistent urging from supporters to 
leave the government, she refused to do so 
until the latest scandal broke. “This time,” 
she says, “the allegations go right to the top.” 

Having left her cabinet post, but stayed 
on as vice-president, Mrs Arroyo is now at- 
tempting to lead a united opposition against 
the president. That may increase her chances 
of winning the next election if Mr Estrada 
completes his term. That, however, will not 
happen until May 2004. Until then, Mrs Ar- 
royo admits, all she can do is present the 
public with an “alternative agenda”. Many 
Filipinos wish they could have an alterna- 
tive president to implement it—now. 
| 
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Indonesia trades promises for money 


rum for the country’s donors, some $4.8 
billion—a combination of loans and 
grants—will help to finance next year's 
budget deficit. Nearly a third of this will 
come from Japan. Some of the remaining 
$530m will go to Indonesia's burgeoning 
collection of civic groups. All of this aid is 
separate from an earlier loan, of $5 billion 
over three years, negotiated with the mr. 
A refusal by the donors to pay up was 
not unthinkable. After three United Na- 
tions workers were killed in West Timor in 
September, some donors threatened to 
hold back assistance. The incident has poi- 
soned relations between Indonesia and 
western countries, along with the World 
Bank and the un itself. The militias, which 


are blamed for much of the violence in 
West and East Timor, were set up and 
backed by the Indonesian army. They were 
driven out of East Timor after it gained its 
independence last year. But critics of the 
Indonesian government have been out- 
raged that militias are still operating in the 
Indonesian half of the island, and occa- 
sionally cross into East Timor to make 
trouble. Some of the 100,000 refugees in 
West Timor feel terrorised by the presence 
of the militias. 

The donors will be encouraged that a 
UN team plans to visit West Timor in No- 
vember. They will also monitor Indone- 
sia’s promise to improve the lives of its 
210m people. One reason why the more re- 
luctant donors muted their criticisms is 
that anti-western nationalism is on the rise 
in Indonesia. Better to hold their tongues 
than be accused of making things worse. 








China and Taiwan 


Behind the 
smiles 


BEUING 


REDGING through the tea leaves, it is 

possible to detect, if not a change of dir- 
ection, then a change of tactics in China’s at- 
tempts to get Taiwan back into the fold. At 
the time of the presidential victory in March 
of Chen Shui-bian, formerly an outspoken 
promoter of Taiwanese independence, all 
was sound and fury from the government in 
Beijing. These days the face that Communist 
China shows Taiwan is mainly smiles. 

In the past few months Taiwanese offi- 
cials, academics and businessmen have 
been coming in droves to the mainland at 
the government's invitation. It was an- 
nounced this month that Wu Poh-hsiung, 
the deputy chairman of the Kuomintang— 


which ruled the island for over five decades, 
and which still has a majority in the legisla- 
ture—is to visit the mainland. Mr Wu will be 
the highest-ranking Taiwanese to go to 
China in years. He will be entertained by 
Oian Qichen, the deputy prime minister 
overseeing Taiwanese matters. 

About a third of the members of Tai- 
wan's 225-strong legislative yuan have now 
visited China since Mr Chen's inauguration 
in May. Most visitors are members of parties 
opposed to Mr Chen's pro-independence 
Democratic Progressive Party (ppp). Frank 
Hsieh, then chairman-elect of the ppp and 
mayor of Kaohsiung, Taiwan's second-larg- 
est city, was invited to China, but a wary Mr 
Chen vetoed his trip. 

China still considers Taiwan to be an un- 
ruly province. Earlier this year, Taiwanese 
businessmen were told by China that if they 
had connections with the island's "indepen- 
dence forces" (that is, the ppp) they could not 
do business on the mainland. That kind of 
threat is impossible to enforce. Still, it sent a 





Maybe there’s an easier way 
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chill through Taiwan's businessmen, who 
for their part have kept politics out of their 
dealings on the mainland. And when the 
warning was repeated in Hong Kong, it was 
even more unsettling, since the Chinese 
seemed to be dragging that territory into 
cross-strait politics. 

Yet since then, China has been bluster- 

on the matter. Even military pressure 
has been played down. What appears to be 
going on is as follows. After Mr Chen's vic- 
tory, which came as a shock to China's lead- 
ers, much heart-searching has taken place in 
Beijing. At the least, the Taiwan-watchers 
who are meant to keep President Jiang Ze- 
min and his cohorts informed about what 
goes on across the strait have taken the rap. 
Out has gone Tang Shubei, the long-standing 
frontman on Taiwanese affairs, to be re- 
placed in the Taiwan Affairs Office by a rela- 
tive cosmopolitan, Zhou Mingwei. More 
heads are expected to roll. Until now, it 
would seem, the experts have been telling 
the leaders only what they think the leaders 
would like to hear about Taiwan and its de- 
sire for reunification. 

It is believed, however, that an unusual 
admission was made at the annual summer 
conclave of China’s leaders in the beach re- 
sort of Beidaihe. Military threats from China, 
some leaders apparently concluded, had 
merely turned the Taiwanese further from 
thoughts of reunification. However, such re- 
ports should be treated with caution. Wang 
Zaixi, an army officer with a reputation as a 
hardliner, was also appointed to China’s Tai- 
wan Affairs Office, along with Mr Zhou. Sol- 
diers will continue to have an important say 
in cross-strait matters. 

On the other hand, not too much should 
be read into a comment in China's defence 
white paper, published on October 16th, 
that the Taiwan situation is “complicated 
and grim”. The white paper adds no new 
conditions to existing ones for the possible 
use of force against Taiwan, and much of the 
white paper concentrates on China's mili- 
tary backwardness. In gauging its ability to 
set the pace towards Taiwan's eventual 
reunification, says Yang Lixian, the deputy 
director of a Taiwanese think-tank, China 
has to adopt a “realistic attitude". 

Were it to do so, China could hope that 
stronger trade links would bind Taiwan 
closer. Already, with no direct links yet al- 
lowed, cross-strait trade is growing by over 
30% a year. Discussions about reopening 
shipping links are rumoured to have begun. 
And China can hope that by wooing Tai- 
wanese legislators, it will be able to drive a 
wedge between President Chen and the po- 
litical establishment. Already Mr Chen is 
complaining that all the Taiwanese flocking 
to meet mainland officials do not under- 
stand China’s real motive. Enticing its oppo- 
nents, creating a united front: now those are 
tactics the Communists really understand. 
0 5 ——————— | 
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Pakistan 
Dejected 
ejected 


Ц deo departure of Javed Jabbar, the minis- 
ter of information, on October 14th, fol- 
lowed three days later by that of the agricul- 
ture minister, Shafqat Jamote, has prompted 
some troubling questions about how Pak- 
istan’s military leaders see its performance 
and wanttorun the government. Two weeks 
earlier, Shafqat Mahmood, the liberal- 
minded minister of information of Punjab 
province, "resigned", citing "personal rea- 
sons". Privately, thegenerals blame their me- 
dia managers for "failing to project the 
achievements of their regime". 

Mr Jabbar is an old buddy of General 


ASIA 


Pervez Musharraf, Pakistan's self-styled 
chief executive. Shortly after the army seized 
power on October 12th 1999, Mr Jabbar, a 
suave pro-democracy sort, was appointed 
adviser on "national affairs". The hope was 
that the regime would generally follow lib- 
eral policies. Later, such views were 
strengthened when he was also handed the 
powerful information ministry. But his 
controversial exit barely a year later amid 
deteriorating relations with the press and the 
liberal intelligentsia’s attacks on the govern- 
ment's distinctly soft attitude towards Is- 
lamic fundamentalists, as witnessed by its 
retreat over a promised repeal of Pakistan's 
blasphemy laws five months ago, suggests 
that conservative generals may be gaining 
the upper hand. The irony is that before he 
jumped, or was pushed out, Mr Jabbar had 
busied himself in vigorous defence of the 
government against its critics, even though 
he had complained to friends that his advice 


A prize, but not yet peace 


SEOUL 


IM DAE JUNG is no quitter. In opposi- 

tion for nearly half a century, hecam- 
paigned relentlessly for democracy in 
South Korea and, since being elected pres- 
ident three years ago, he has pursued his 
policy of engaging North Korea with equal 
tenacity. In June, he succeeded in holding 
an unprecedented summit with the 
North's reclusive leader, and now his ef- 
forts have been recognised: he has won 
this year's Nobel peace prize. 

Yet Mr Kim's mission to bring peace to 
the divided Korean peninsula remains far 
from complete. Cynics had feared that a 
failure to win the prize this year would en- 
courage Mr Kim to court the North by 
supplying unconditional aid. But now 
South Korea's conservatives will feel freer 
to go on the warpath. The opposition 
Grand National Party is already demand- 
ing reciprocity from the North. Without it, 
Mr Kim, who heads a minority govern- 
ment, will find it difficult to get par- 
liamentary approval of the 500 billion 
won ($445m) he wants to set aside for next 
year to help the North. 

So far, Mr Kim looks to be only the lat- 
estin a line of premature Nobel peace lau- 
reates, including Henry Kissinger, Anwar 
Sadat, John Hume and Aung San Suu Kyi. 
Despite several rounds of talks since the 
summit, the two sides have failed to take 
any concrete military measures aimed at 
reducing tensions on the peninsula, 
though there have been family exchanges 
and a deal on reopening a rail link. 

The capitalist South and the commu- 
nist North have technically been at war 
since the Korean war ended in an armi- 





Laureate Kim wants a treaty 


stice in 1953. Mr Kim hopes the two Koreas 
will sin a formal peace treaty before he 
leaves office in February 2003. This would 
be an essential precondition before any 
serious discussion of reunification could 
begin. But formidable obstacles remain. 
For one thing, North Korea continues to 
insist on signing a peace treaty not with 
South Korea but with America. Despite a 
successful meeting last week between the 
country's deputy leader and Bill Clinton, 
that demand remains. Forty American di- 
plomats were in the North this week, try- 
ing to smooth the way for a visit by Made- 
leine Albright and eventually one by Mr 
Clinton. They clearly made headway. Mrs 
Albright announced she planned to visit 
this weekend, the first visit by an Ameri- 
can Secretary of State in North Korea's his- 
tory. But there was still no sign of break- 
through on the treaty issue. 
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on important issues had been spurned. 
During the past year, over a dozen peo- 
ple have resigned or been sacked from na- 
tional or provincial cabinets. Among the 
most prominent has been the governor of 
Sindh province, Azeem Daudpota, a retired 
air-marshal, who quit in May, claiming he 
had been reduced to the status of puppet 
governor by Karachi's military commander. 
Three months later, the governor of the 


North West Frontier province, Mohammad 
Shafiq, resigned in protest at being forced to 
acquiesce in a ban on cable television sought 
by Islamic fundamentalists in his province, 
which borders Afghanistan and where sym- 
pathies for that country's militant Muslim 
rulers, the Taliban, run high. 

According to those close to the regime, a 
coterie of five or six generals, including the 
heads of the military intelligence agencies, 


make up General Musharraf's kitchen cabi- 
net. It consults the ten corps commanders in 
charge of the troops. The civilians in the 
nominal cabinet are excluded from deci- 
sion-making and are viewed by the soldiers 
as a sop to international sensibilities. The ci- 
vilians are not pleased. When they disagree 
or cannot hide resentment, they are accused 
of incompetence and shown the door. 

а 








Japan's comeback kid? 


TOKYO 


TSAYS much about present government 

activity in Japan that its most accom- 
plished reformer has become a symbol of 
frustrated political ambition. Not since the 
upper-house elections in 1998 has Koichi 
Kato held office in the Liberal Democratic 
Party (LDP), which has dominated Japa- 
nese politics almost since its birth in 1955. 
Mr Kato's resignation in the summer of 
1998 as the party's secretary-general, along 
with the prime minister of the time, Ryu- 
taro Hashimoto, brought to a limp end a 
historic programme of reforms which, on 
paper at least, promised revolution. 

So far, Mr Kato has been denied a sec- 
ond chance, as he and his supporters in the 
LpPs "anti-mainstream" have gently 
drifted ever farther from the currents of 
party power. But opportunity has begun to 
beckon again. The economy is on the 
mend, and the free-spending policies that 
replaced reform as recession struck look 
increasingly to have run their course. Ac- 
cording to recent opinion polls, only one 
voter in 20now supports the government's 
economic policies. Sooner or later Yoshiro 
Mori, who lacks the personal charm of his 
predecessor, Keizo Obuchi, will step down 
as prime minister. Mr Kato's supporters 
make no bones of the fact that they want 
their man to succeed him. 

The Hashimoto reforms that Mr Kato 
championed so eloquently now look over- 
ambitious. The six reforms—of the bu- 
reaucracy, the public finances, the econ- 
omy, banking, social security and 
education—pitted the .pr's leaders against 
the entrenched interests of their own 
party. Mr Kato wanted nothing less than to 
turn Japan upside down. Bureaucratic re- 
form would break the state’s power 
over the economy. Economic de- 
regulation would strengthen mar- 
ket forces. A new politics would re- 
tum power to the politicians. 
Economic and political reform 
were two sides of the same coin, 
thought Mr Kato: Japan had to put 
more trust in its own people to run 
things, and less in its governing 
elite. But the intricate institutional 





arrangements that bind 
businessmen, X politicians 
and bureaucrats together in 
Japan's well-organised pol- 
ity made such a reform pro- 
gramme hard work. 

Mr Kato now says that 
the Japanese people them- 
selves were not ready for 
"radical spiritual change". 
State-led growth may have 
stifled economic choice. But it also offered 
the comfort of government protection. The 
result of reform was confusion and alarm 
at the sudden responsibilities of the mar- 
ketplace, and a yearning to turn the clock 
back. The otherwise unpopular Mr Mori 
appeals to this mood, with his nostalgia for 
pre-war society. 

One thing Mr Kato has now learned is 
to dress his liberalism in conservative col- 
ours. Reform has become a dirty word in 
Japan, bringing to mind the pain of finan- 
cial crisis, job losses and bankruptcies. In 
theory, he could look outside the Lpp to 
push his agenda, taking the party's pro- 
reformers with him. But other politicians 
have trodden this path and failed. Radical 
reform from within the Lpr will fail too, Mr 
Kato says, and for the same reason: it runs 
against the thinking of the local commu- 
nity leaders who form the bedrock of LDP 
support. If he is to succeed, Mr Kato reck- 
ons, he must win the trust of these local 
leaders. That suggests a more cautious pro- 
gramme—one that preserves the direction 
of reform but tempers the speed. 

Mr Kato knows he cannot provoke a 
crisis. If he did, he would be vulnerable to 
charges of party disloyalty. Neither, 


Kato's cohorts 
LDP factions in Japan's Lower House 
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Reformer Kato 
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though, can he afford to wait 
for ever. At 61, he will soon 
be eligible to become 
speaker of the house, an 
honorary position that 
would mark the end of his 
ambitions. Probably, he will 
wait until after next sum- 
mers upper-house elec- 
tions. If the Lpr does badly, 
Mr Mori will have to resign, 
clearing the way for Mr Kato 
to make a bid for the party 
leadership next autumn. 

Mr Kato does not yet 
have enough support within the par- 
liamentary party to claim the top job. Most 
of the Lpr's factions are at best ambivalent 
towards his ambitions. Besides his own 
faction, the second-biggest (see chart), he 
cancounton the support ofonly oneother, 
that led by Taku Yamasaki. To seize power, 
he must win over Mr Hashimoto's faction, 
the powerful keiseikai. 

Mr Hashimoto himself is a friend, but 
he is boss of the keiseikai in name only. 
The real kingpin is Mikio Aoki, with whom 
Mr Kato enjoys much cooler relations. To 
warm things up, Mr Kato has recently sup- 
ported Mr Aoki’s push to change the 
upper-house electoral system. But he must 
be equally careful not to cede too much to 
Mr Aoki, lest, in familiar Japanese fashion, 
he becomes a puppet whose strings are 
pulled from behind the scenes. 

Yet Mr Kato does have one or two use- 
ful qualities. Like a Japanese Al Gore, he 
may lack charisma. But he is a forceful de- 
bater and powerful thinker, equally at ease 
with Japanese and western elites. In con- 
trast, it is hard to put a finger on what, if 
anything, Mr Aoki stands for beyond his 
personal advancement and the welfare of 
his faction. He simply does not measure up 
to Mr Kato, so it is hard to see how 
he might control him. "For the first 
time in a decade, we could have a 
prime minister who is his own 
man,” says Takao Toshikawa of To- 
kyo Insideline, a newsletter. The 
end result may fall short of the 
revolution Mr Kato used to like 
talking about. But at least on this 
occasion he may be able to carry 
the rest of Japan with him. 
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The end-game beckons 


ST LOUIS 


The debates were the last nationwide contest of the electoral season. The 
campaign now moves on to multiple local skirmishes in battleground states 


VER since the presi- 

dential debates began, 
the candidate who is 
deemed to have won 
them also went on to win 
the election. But so close is 
thecurrent race that either 
team could plausibly look back from the 
other side of a November victory and claim 
that they won the three debates. 

Al Gore generally had the better of the 
policy exchanges. The exception was the 
long discussion over foreign affairs 
in the second debate. Otherwise, 
over the course of three 90-minute 
sessions, he managed gradually to 
renew a few old doubts about 
George W. Bush’s command of 
domestic policy details, made Mr 
Bush look like a muddle-head 
over whether he supported affir- 
mative-action programmes or 
not, and made a strong case that 
the Texas governor's budget pro- 
posals simply do not add up. 

By common consent, the third 
was Mr Gore's best performance. 
Most focus groups taken immedi- 
ately afterwards reckoned he had 
won this exchange (though by a 
narrower margin than they ini- 
tially favoured him in the first 
one). If—a big if—the election 
turns out to be about issues, then 
Mr Gore has used the debates to 
set up a possible victory. 

Equally, Mr Bush could make 
out a strong case for having won. 
Certainly, he survived Mr Gore's 
attacks. The supposed great de- 
bater landed no knock-out blow and Mr 
Gore's “victory” in the first debate quickly 
turned to ashes as voters reacted against his 
abrasive performance with its “serial exag- 
gerations". Meanwhile, Mr Bush had a few 
impressively presidential moments—not 
just that foreign-policy section of the second 
debate, but also, for instance, his restrained 
reply to a question about whether he gloats 
over the death penalty during the third. 

Despite the doubts raised during the last 
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I won 


THE ECONOMIST OCTOBER 21ST 2000 


debate, Mr Bush certainly passed the test of 
competence, not just by getting through 270 
minutes of live television without saying 
anything silly, but also by linking almost all 
his answers to an overarching (and tried- 
and-tested) theme: “Mr Gore trusts the gov- 
ernment (be it to run health-care plans or in- 
tervene abroad); lam from outside Washing- 
ton and I trust the people." 

Paradoxically, even Mr Gore's passion 
for drawing distinctions between himself 
and Mr Bush served to reinforce Mr Bush's 





. No you didn't, you're imagining things 


message. It made Mr Gore out to be а parti- 
san who wants to direct people's lives from 
Washington. And, as for the beauty contest, 
Mr Bush won that hands down. In the last 
debate, the vice-president was less belliger- 
ent than in the first and less muted than in 
the second. But his constantly changing per- 
sonality—Hyde to Jekyll and back again— 
may well disturb many floating voters. 

On balance, then, Mr Bush has come out 
of the three debates with a small advantage. 


Scepticism about big government seems to 
be hurting Mr Gore more than scepticism 
about competence or tax cuts is hurting Mr 
Bush. And for what it is worth, the polling 
evidence supports that judgment. Mr Bush 
has opened up a small lead of between two 
and five percentage points. This has held 
steady for the past two weeks. It seems un- 
likely that either man did enough during the 
third debate to change it substantially, so 
this race is probably closer than any since 
modern polling began in the late 1940s. Even 
the famously tight contest between John F. 
Kennedy and Richard Nixon in 1960 was on 
no sharper a knife edge at this late stage. 

So what now? The answer is that the 
campaign moves from the national stage to 
local ones. With the conventions and now 
the presidential debates out of the way, the 
two campaigns shift into a sort of jigsaw- 
puzzle mode, trying to piece together a ma- 
jority of voters, taken state by state, and vot- 
ing block by voting block. The contest will 
rage most fiercely in a dozen states, 
mainly in the traditional battle- 
ground of the mid-west. Of these, 
the critical ores are Michigan, 
Wisconsin, Ohio, Pennsylvania, 
Missouri—plus Florida. Some- 
thing like 10% of voters have yet to 
make up their minds, and another 
10% say they may change their 
minds before election day. 

Those are the pieces of the 
puzzle, and solving it is even more 
complex than :t sounds. Joe An- 
drew, the Democratic party chair- 
man, puts it this way: there are two 
sexes, in seven broad income 
groups, divided among eight dif- 
ferent ethnic groups living in nine 
competitive states, split into 16 
separate media markets or distinct 
regions. In theory that could add 
up to as many as 13,000 possible 
target groups. The parties must 
now therefore craft slightly differ- 
ent appeals, according to all these 
demographic details. 

Facing a blizzard of possibil- 
ities, the parties traditionally be- 
gin by making one broad choice: do they 
concentrate more on winning over unde- 
cided or independent voters? Or on making 
sure their committed voters actually go to the 
polls? In theory, these two are not mutually 
exclusive. Appealing to swing voters means 
spending huge sums on television advertis- 
ing (“the air war"). Turning out your base re- 
quires an army of volunteers to go door to 
door, stuff envelopes and make telephone 
calls (“the ground war"). In practice, though, 
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Simileofthe week 
"You could analogise it to the stock market, 
Gore is like a blue-chip stock. AII the fun- 
damentals are very strong, and over the 
longterm, he will rise." 

Al Gore's press secretaru, Chris Lehane, 
Washington Post, October 16th 


*** 


Protest of the week 

“More Trees! Less Bush!” 

Demonstrators in Wisconsin, Los Angeles 
Times, October 16th 





theconstraints of time and money mean you 
cannot do both as much as you would like. 
For the Republicans, the choice is easier. 
Mr Bush'scampaign manager, Karl Rove, ar- 
gues that 90% of committed Republican sup- 
porters are solidly behind Mr Bush. Hence, 
they do not need to worry so much about 
turning out their base. Because the Republi- 
cans have been out of the White House for 
eight years and because the party is now 
more competitive than it has been for ages, 
the will to win is almost certainly greater on 
their side. Moreover, because Republicans 
still have the weaker grass-roots organisa- 


brtestet me gted Emperor rarse eoem sert 


E 





Comictiming 
“I believe I was just talking about health- 
care for children.” 
Mr Gore, after a boy fainted onstage in 
Iowa, Associated Press, October 13th 

xe 
Lawsuit of the week 
“I think that the American public can ob- 
jectively evaluate words that are libellous 
in form and dirty in essence from a man 
who is aspiring to the highest government 
post.” 
Viktor Chernomyrdin, who threatened to 
sue George W. Bush after the latter accused 
the former Russian prime minister of 
stealing IMF funds, Associated Press, Oc- 
tober 13th 

*** 
Insultofthe week 
"By the time I'm finished with the debate 
commission, its ranking in political opin- 
ion polls will be below the ranking of used- 


tion anyway, they will naturally tend tocon- 
centrate more on winning over swing voters. 

In this, they have several advantages. 
First, voters undecided at this late stage of a 
campaign traditionally tend to plump in 
larger numbers for the challenger (if you 
have not decided to vote for the party you 
have seen running an administration for 
several years, you never will). In addition, 
someswing voters are not carefully weighing 
up the issues before deciding. Rather they 
are not paying attention at all. This group 
may be disproportionately influenced by 
Mr Bush's greater personal appeal. Although 
the overall “horse race" polling figures show 
the lead bouncing back and forth, the self- 
described independents have been moving 
towards Mr Bush for several weeks. His lead 
with independents is now greater than his 
lead in the overall figures and may go some 
way toexplaining why Mr Bushis solidifying 
his lead in one of the swing states, Ohio, and 
is usually either narrowing the race or even 
pulling ahead in the others. 

Of course, these independents may not 
bother to vote at all. But that may not matter 
quite so much to Mr Bush, because the sec- 
ond advantage he has is that a low tumout 
traditionally favours Republicans whose 
base tends to vote more heavily than the 
Democratic one. Peace and prosperity are 
producing complacency, pointing to a low 
turnout. 

Third, and much the most important, 
the Republicans have more money. In the 
past three months alone, the Republican Na- 
tional Committee raised $100m, the largest 
sum ever raised by a political party in any 



























car dealers." 
Ralph Nader, who filed a lawsuit against 
the debate organisers for excluding him, 
Washington Post, October 18th 

we 
Endorsement of the week 
Vinton Cerf, often called the “father of the 
Internet", endorsed Al Gore. 

Kee 
Behind every great man... 
“W stands for Women.” 
Barbara Bush led a tour of battleground 
states accompanied by Laura Bush, Lynn 
Cheney and Cindy McCain 









three-month period. At the end of Septem- 
ber, the party still had $45m left; it plans to 
blow $20m of that on advertising during the 
last three weeks of the campaign. The Demo- 
crats set their own fundraising records ($55m 
in the third quarter), but have enough for 
only about half that amount of advertising. 

They therefore have the tougher job of 
deciding where to concentrate their efforts. 
In doing this, they too start with some ad- 
vantages. The most important derives from 
the peculiar system of electing an American 
president. He is chosen not directly by pop- 
ular vote but in 50 state contests where the 
winner takes all the electoral-college votes of 
each state (actually, two of the states, Maine 
and Nebraska, divide their votes in propor- 
tion to the real vote, but never mind that de- 
tail), Because the Democrats are far ahead in 
the two states with the largest number of 
electoral-college votes (Califomia and New 
York), they can concentrate more attention 
on the real swing states. 

Second, the Democrats can at least hope 
that this year the tendency of undecided 
voters to break for the challenger will be less 
marked than usual. A disproportionate 
share of these voters are women, poorer vot- 
ers and blacks. 

All the same, the Republicans’ financial 
advantage means Democrats will be out- 
gunned in the air war for such swing voters, 
so they will have to decide whether or not to 
go all out in the ground war. This in practice 
means galvanising the unions. Dick Gep- 
hardt, the Democratic leader in the House of 
Representatives, says that in 1994, the year of 
the Gingrich landslide, 13% of voters came 
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from union households. In 1996 and 1998, 


23% of voters were unionists. Those were the 
years of Mr Clinton's re-election and un- 
usual Democratic success in the House. 

Mr Gore cannot win without a big union 
effort. The question is whether he will lose 
some of the battle for swing voters if he con- 
centrates all his effort there—just as the 





George W. Bush's record 








AUSTIN 


AL GORE has decided 
that his best line of attack 
“is to mess with Texas. Be- 
sides bringing up the Lone 
‘Star state's failings in all 
three debates, the vice- 
; . president dispatched Joe 
Lieberman down there to make the case that 
Mr Bush has turned Texas into a third-world 
backwater. For its part, the Bush campaign 
seems perfectly happy to fight the battle on 
.Mr Bush's home turf, confident that a good 
‘look at his record there will burnish his im- 
ageas a “reformer with results”. 
_ Both sides have armed themselves with 
statistics and state rankings toshow what Mr 
Bush has done (or hasn't done) during his six 
-^ years as governor. Yet any assessment of Mr 
Bush's record is dominated by two things 
that he cannot change. First, Texas is an un- 
usually large state, with an unusually large 
number of the young, the poor and immi- 
"grants. And, second, it has a slightly strange 
< political set-up. 

The Texas constitution gives the gover- 
nor little authority over the legislative pro- 
cess; that belongs to a state legislature which 
meets once every two years in Austin. The 
governor is essentially reduced to the role of 
high-powered lobbyist, using his office as a 

-place from which to cajole the legislature. 
Anyway, a constitutionally-mandated bal- 
anced budget, combined withlow tax 
revenues, means that Texas's govern- 

„ ment has little money to spend on 
new initiatives. 

This explains why Texas ranks. 
.well down most lists of per-capita 
spending, But it also means that апу 
sane governor has to set clear prior- 
ities. Only afew things can be pushed 
through the. frantic 140-day, every- 
other-year legislative session. In his 

© first term, Mr Bush chose education, 
tort reform, welfare and laws about 
young people. Since then he has kept 
going on education, and added both 
tax cuts and à drive to increase entre- 
preneurialism. Mr Gore's recent at- 
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question for Republicans is whether spend- 


ingalltheir money on swing voters scattered 
actoss the country dilutes their efforts in the 
key battleground states. It is characteristic of 
the race that neither side has yet decided 
what the balance of the coming strategy 
should be. And that is one more reason why 
thecontest is so uncertain. 


н ныне |‏ و سس م م مس ت موه 


How bad is Texas, really? 


`` Most of the statistics about Texas reflect the idiosyncracies of the Lone Star 
state, not George W. Bush's achievements or failures 


tacks have focused on two things on which 
Mr Bush has not spent much political capi- 
tal: health careand greenery. 

On health, an area where Texas's demo- 
graphics were never going to help Mr Bush, 
the vice-president is fond of quoting a recent 
report by the Children's Defence Fund that 
ranks Texas 49th among the 50 states (plus 
the District of Columbia) in the percentage 
of uninsured children, and 48th in the per- 
centage of two-year-olds without proper 
immunisation. Mr Bush responds with a sta- 
tistic of his own: the poverty level in Texas 
decreased by ten percentage points between 
1995 and 1998. And during the second debate 
he claimed repeatedly that the state spends 
$4.7 billion a year toaid those without health 
insurance. In fact, nearly three-quarters of 
that sum comes not from the state but from 
charities and local governments, and from 
charitable work by hospitals. 

On the environment, the Gore campaign 
also takes immeasurable joy in portraying 
Texas as a smog-choked industrial waste- 
land. Texas does lead the nation in industrial 
emissions. Last year, Houston beat Los An- 
geles for the dubious honour of being Amer- 
ica's smoggiest city. On this front, Mr Bush's 
defence is uneven. He points to a bill he 
signed to help clean up the older industrial 
plants around the state, which most people 
regard as toothless. More credibly, he points 
























to federal data showing that Texas has in fact 
reduced emissions by more than 10% since 
he took office. Anyway, Texas is not a dirty 
place because of Mr Bush. Houston alone is 
home to 60% of the nation's petrochemical 
industry, and hedid not cause that. 

This does not quite let Mr Bush off the 
hook. Setting priorities is also a challenge in 
Washington; Mr Gore is right to point out 
that health and the environment were not 
top of Mr Bush's list in Austin. But the statis- 
tics get more competitive when you look at 
two areas where Mr Bush has spent capital: 
reforming education and strengthening 
Texas’s economy. 

In education, the figures back Mr Bush’s 
claim that Texas has both improved its stan- 
dards in general and narrowed the achieve- 
ment gap between white and non-white 
students. Mr Bush sometimes implies that 
this was all his own work; in fact, the reforms 
were started by his predecessors. But his 
three legislative sessions have produced 
laws to improve reading and overhaul aca- 
demic standards. 

When Mr Bush seeks to take credit for 
the Texan economy, he faces the same charge 
that he levels at Mr Gore nationally: that 
most of the heavy lifting was done by the 
private sector. Texas has grown faster than 
most of its peers. But, in a state overflowing 
with people, you would expect no less. 
Against that, Mr Bush can claim that his 
much-criticised cuts in property and busi- 
ness taxes have helped the entrepreneurship 
which has slowly weaned the Texan 
economy off its dependence on oil. 

Mr Bush says the judgment on his 
record came two years ago, when Tex- 
ans overwhelmingly re-elected him 
toa second term. A more cynical view 
is that Mr Bush is perfectly suited to 
be governor of Texas. While never 
burdening himself with attention to 
details, he has delivered a limited 
agenda by cobbling together biparti- 
san alliances, and often by the sheer 
force of his personality. For all his crit- 
icism of the governor’s record in 
Texas, Mr Gore would dearly love to 
keep him there. 
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Opinion polls 


Misty science 


WASHINGTON, DC 
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NEVER have opinion 
polls been so prominent 
and rarely have they been 
so controversial as in this 
year's election. There are 
daily tracking polls, in- 
stant post-debate polls, 
traditional telephone polls and new online 
polls. One out of every three news stories on 
the election now cites a poll. Ralph Nader 
and Pat Buchanan were excluded from the 
Gore-Bush debates because they were too 
lowin theopinion polls. 

Polls have a respectable history: be- 
tween 1952 and 1996, they were off by an av- 
erage of only 1.9% in their predictions for 
presidential candidates, according to the 
National Council on Public Polls. Yet today 
both the public and the punditocracy are 
wary of all these numbers. Three out of five 
Americans are often sceptical of poll results 
(according to a poll, of course), and there 
have been numerous comments that the 
polls are confusing more than they are clari- 
fying. The reason is that this year's polls seem 
to be all over the place. 

In large part, that is because this race is 
unusually close, and with a large number of 
undecided voters. The polls are merely re- 


Metro madness 


NEW YORK 


HE two presidential candidates could 

mud-wrestle in Central Park; Wall 
Street could crash; Broadway close down. 
And would New York notice for the next 
week? Fugeddabowdit. All anybody in the 
Big Apple will care aboutis baseball, as the 
city’s two major league teams battle itoutin 
the first “subway” world series since 1956. 
Outsiders may snipe that 
by excluding the rest of the 
country—oh, and Canada, 
the only other nation to 
enter teams in baseballs 
“world championship"— 
the  best-of-seven-game 
contest between the Yan- 
kees and the Mets is bad 
for the game. But New 
Yorkers will not let such 
petty jealousies spoil their 


rty. 

Anyone who has rid- 
den the New York subway 
may have low expecta- 
tions of any contest nam- 
ing itself after that smelly, 
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flecting this. Moreover, if you look at the 
polls in aggregate, broad trends are clearly 
visible. George W. Bush was strongly ahead 
after the Republican convention. Al Gore 
captured the lead after The Kiss at the Demo- 
cratic convention. Then Mr Bush moved 
ahead again, if more modestly. 

But these broad trends cannot hide some 
incredible examples of poll volatility. One is 
the CNN/usa Today/Gallup tracking poll in 
early October. On October 4th, this showed 
Mr Gore ahead by 11 percentage points. On 
October 7th it showed Mr Bush ahead by 
eight percentage points (see chart). Even in a 
campaign where public opinion is frothy, so 
bigaswingisextraordinary. And it has set off 
quite a debate about polling techniques. 

Most polls question around 1000 re- 
spondents and claim to have a “margin ofer- 
ror" of plus or minus about 3%. This is be- 
cause statistical theory suggests that a 
random sample of 1,056 people will 19 times 
out of 20 reflect the actual views of 500,000 
people or more to within 3% of what the 
sample says. However, to call this the *mar- 
gin oferror" is misleading, for it suggests that 
there are no other possible sources of error. 
And thatis itself an error. 

One big problem is sample bias. In the- 
ory, every potential voter should have an 
equal chance of being polled. In practice, 
that is extremely difficult to ensure. Most 
mainstream firms use telephone polling. 
That immediately excludes the 6% or so of 
Americans without phones. More impor- 


unreliable, and sometimes scary transport 
system. ("How can you tell that New York 
has baseball fever?" asked David Letter- 
man. “Because 98% of New Yorkers are car- 
rying bats instead of the usual 94%.”) But 
New Yorkers have yearned for a subway 
series for 44 years, since the Yankees beat 
the Brooklyn Dodgers. This will be the first 
involving the Mets—formed 
in 1962—filling a gap left 
when the Dodgers (as well 
as the New York Giants) 
treacherously went west. 
Rivalry between Mets 
and Yankees fans has 
traditionally been intense 
but friendly. Yankees fans, 
in particular, happily root 
for the Mets when their own 
team is not playing. This 
may owe much to the fact 
that the Yankees have been 
world champions 25 times, 
including three of the past 
four years. The Mets have 
stuck to being plucky losers. 
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CNN/USA Today/Gallup poll, Bush minus Gore 






tant, it assumes that the randomly dialled 
Americans are actually at home and willing 
to answer the poll. Often neither is true. 
Many Americansare notat home when poll- 
sters like to call. Many others dislike being 
disturbed. Refusal rates and “поп availabil- 
ity" for telephone polls can be as high as 60- 
80%. The result is that the pool of respon- 
dents obtained may not reflect voters over- 
all. The elderly and women (two groups 
more likely to be at home) are usually over- 
represented. 

Pollsters try to adjust for this by weight- 
ing their respondents according to age, sex, 
and so on, so that they more accurately re- 
flect the broader electorate. They also have to 
adjust for the fact that the voters who tum 
out on election day are not typical of the 
whole population. That is why many polls 
sample registered voters. But even registered 
voters are not the best sample, since many do 


But the years of being smugly pitied have 
begun to rile even the most gentle of Mets 
fans. And bad blood was spilt earlier this 
year when Roger Clemens, the Yankee’s 
star pitcher, knocked out Mike Piazza, the 
Mets star hitter—apparently deliberately. 

The Mets probably start favourites—a 
young team reaching its prime. TheYan- 
kees this year have resembled a once-great 
king in the throes of a Shakespearean 
death, several times seemingly on the point 
of final exit only to stagger back to his feet. 
In contrast to the invincible team of 1998, 
which won 114 of its pre-play-off games, 
the 2000 Yankees won only 87. The team 
was kept alive during the season only by 
bringing in lots of replacement players— 
mostly old pros nearing retirement. What- 
ever the result next week, several favourite 
Yankees will be gone come next season. 

If the old order is about to change, per- 
haps it will contain an omen for the New 
York Senate race. After all, Rick Lazio is a 
Mets fan; Hillary Clinton last year sud- 
denly discovered that she had been a life- 
long Yankees fan. But whocares about pol- 
itics? If you want three tickets for game two, 
they are yours for $4,500 on the web; and 
two tickets for game seven (which may not 
happen) cost $1,000. 
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not actually vote. In 1996, the tumout of reg- 
istered voters in the presidential election was 
only 66%. 

Hence the pollsters’ use of “likely voters”. 
Pollsters have sets of questions that they use 
to “screen” likely voters (for instance, “Did 
you vote in the last presidential election?"). 
Traditional pollsters then weight the pool of 
respondents to fit an overall assessment of 
whoare likely voters. Increasingly, however, 
pollsters use their own judgment as to what 
the pool of likely voters should look like. 

There are other awkwardnesses. Ask a 
question about presidential preferences 
right after a question about one evaluating 
Bill Clinton "asa person”,and you could bias 
respondents in favour of Mr Bush (as voters 
are reminded of Mr Clinton’s indiscretions). 
Whether the questioner is male or female 
may affect how people respond. To avoid 
that (and cut costs), one polling firm, Ras- 
mussen Research, now uses automated re- 
corders to conduct its telephone surveys. 

Many of these problems are exacerbated 
in instant or daily polls. Usually the samples 
are smaller, though daily tracking polls tend 
to get around this by averaging the results of 
polls over several days. There is almost no 
time tocall back non-respondents. More im- 
portant, argue many traditionalists, “snap 
polls", particularly those taken after a lively 
debate or a vice-presidential snog, capture 
voters’ first impressions, which may well 


Online polls, the newest polling innova- 
tion, suffer both sets of problems in spades. 
They are most often used for "instant reac- 
tion" polling, and they suffer from huge 
sampling problems. Only 59% of Americans 
are online, and it is impossible to generate e- 
mail addresses randomly. Knowledge Net- 
works, a firm that conducts online post-de- 
bate polling for cms television, offered 
100,000 randomly chosen people free 
web-rv and Internet access in return for an- 
swering some polling questions that popped 
up on television. So far, Св$°$ poll results 
have been broadly in line with telephone- 
based methods. 

An alternative approach is to address the 
sample bias by weighting. Harris Interactive 
uses "propensity weighting" to find out 
ways in which people online differ from 
other Americans, even once demographic 
characteristics are taken into account. Most 
pollsters agree that online polling is the way 
of the future. It is cheap and easy to reach a 
lot of people quickly. Humphrey Taylor, 
chairman of Harris Poll, says his firm will be 
abletoconduct polls for senatorial, guberna- 
torial and presidential elections in 38 states 
this year. That would have been too expen- 
sive with telephone polling. But whileonline 
polling passes through its teething stage, and 
the number of pollsters continues to prolif- 
erate, polls are likely to become more, rather 
than less,controversial. 

а 
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Pennsylvania's 13th district 
Stung by Wasp 


PHILADELPHIA 


IN THE 1980s, a great deal 
of fuss was made about 
Reagan Democrats. Now, 
a surprisingly large num- 
ber of voters who techni- 
cally claim allegiance to 
the Republicans in fact 
seem drawn towards the Democratic ticket. 
One unlikely habitat for this species of Clin- 
ton Republicans is Montgomery County, in 
Pennsylvania, the affluent 
suburbs north and west of 
Philadelphia which are best 
known as the ancestral home 
of the wasp (the decidedly Re- 
publican “White Anglo- 
Saxon Protestant” upper class 
made famous by Digby Balt- 
zell in 1964). 

In the 1980s, Presidents 
Reagan and Bush carried the 
region, but Bill Clinton pre- 
vailed in the 1990s. Republi- 
cans outnumber Democrats 
three-to-two in Pennsylva- 
nia's 13th congressional dis- 
trict, which covers most of 
Montgomery County, but the 
district has changed hands between Repub- 
licans and Democrats three times since 1990. 
It is now being defended by a first-term 
Democrat, Joseph Hoeffel. Mr Hoeffel faces 
Stewart Greenleaf, a respected state senator 
of 21 years' standing. Private polls seem to 
show Mr Hoeffel with a comfortable lead. 

Al Gore's five-point advantage over 
George W. Bush in the state as a whole may 
have something to do with this. Mr Hoeffel 
also has more money and a vigorous cam- 
paign style (he is much given to pounding the 
pavements in bright white sneakers). But the 
chief reason for his hopes of re-election 
seems to be those Clinton Republicans. 

Over the past two decades, Montgomery 
County’s wasrish suburbs have seen a 
steady influx of ethnic minorities from ur- 
ban Philadelphia. More important, new ar- 
rivals have also made the white population 
less socially conservative and alittle trendier. 
New technology has provided many of the 
new jobs. There are exceptions to the general 
prosperity; in the county seat of Norristown, 
dilapidated rows of houses stand just down 
the road from the Porsche dealers. But on the 
whole the 13th district, like much of subur- 
ban America, has become simultaneously 
both richer and more socially liberal. Fred 
Siegel of the Progressive Policy Institute says 
that “Range Rover Republicans have turned 
into Martha Stewart Democrats.” 

The Republicans’ hold on the district 
slipped in 1992, when the long-term incum- 
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UNITED STATES 


bent, Lawrence Coughlin, retired and the 
voters plumped for a local television figure 
and Democrat, Marjorie Margolies-Mezvin- 
sky. In 1994 she was given the boot, her chief 
sin beinga last-minute switch to support Mr 
Clinton's tax increase in 1993. Her van- 
quisher, Jon Fox, beat Mr Hoeffel by a mere 
84 votes in 1996, but then lost to him by 
nearly 10,000 in 1998. 

Both Mr Hoeffel and Mr Greenleaf are 
trying to hug the political centre. Both are in 
favour of abortion choice (though Mr Green- 
leaf opposes partial-birth abortions) and 
gun control. Both oppose school vouchers. 
And both pledge to slow suburban sprawl 
and improve public transport, though Mr 
Hoeffel, who is backed by 
groups like the League of Con- 
servation Voters, is probably 
slightly greener. 


friend of free enterprise. He 
points out that Mr Hoeffel 
broke ranks with centrist 


permanent normalisation of 
trade with China. Mr Hoeffel 
says he does not like China's 
human-rights record; but his 
campaign coffers, for which 
trade unions provide almost 
half the cash, offer another ex- 
planation. 

Saying that Mr Hoeffel is anti-business 
may win Mr Greenleaf some votes among 
workers in the county’s new technology and 
pharmaceutical companies. But for the most 
part the economy is a difficult card for the 
Republican to play. Like Mr Bush on the na- 
tional stage, Mr Greenleaf has to convince 
the Clinton Republicans not just that he rep- 
resents a gentler form of Republicanism, but 
that his party offers a chance for voters todo 
even better economically. As the Porsches at- 
test, that may not be easy. 





Missouri 


After Carnahan 


$T LOUIS 


THE governor of Mis- 

4 i і і t li souri, Mel Carnahan, did 
| | nothavetofly to New Ma- 

drid last Monday. The 
** weather was awful: heavy 
rain, low cloud. But Mr 
Carnahan, a Democrat, 
was in so close a race with John Ashcroft, 
Missouri's junior Republican senator, that 
no place could be left unvisited. He took off 
from St Louis with his son Randy and a cam- 
paign aide, Chris Sifford, in a twin-engine 
Cessna. Within half an hour, the aircraft 
crashed into a thickly wooded hillside south 
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Mr Greenleaf's chief hope | 
lies in his claim to be a better — 


Democrats by opposing the | 
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of St Louis. With it may have gone the Demo- 
crats' hope of regaining control of the Senate. 

The Carnahan-Ashcroft Senate race was 
one of the closest and most intense in the 
country. Supporters of the two politicians 
claim they were the most successful mem- 
bers of their parties in Missouri since the 
days of Harry Truman (something Richard 
Gephardt, the minority leader in the House, 
might query). Mr Camahan, who has had 
two terms as governor, was the perfect can- 
didate to take on Mr Ashcroft. The son of a 
poor teacher who became a congressman, 
he went from the small town of Birch Tree to 
George Washington University, the Missouri 
House of Representatives and then, in 1980, 
the state treasurer's office. Later, he became 
lieutenant-governor under Mr Ashcroft. He 
reached the governor's mansion in 1992 by 
the largest margin in recent state history. 

Mr Carnahan’s name will remain on the 
ballot despite his death. If he wins, Roger 
Wilson, another Democrat, newly sworn in 
as temporary governor, has authority to ap- 
point a replacement who would serve in the 
Senate until the 2002 election. But a win 
seems unlikely, For the moment, as a mark of 
respect to the Carnahan family, Mr Ashcroft 


WEST POINT, KENTUCKY 


ARKED in а meadow near the Knob 

Creek gun range in West Point, Ken- 
tucky, is a garishly painted tour bus. “We're 
havin’ fun in America,” reads a banner fas- 
tened across its grille. And they are. Just a 
pistol-shot away, the passengers, plus 
10,000 other fun-seekers, are warming up 
enough firepower to take over a small is- 
land. What Woodstock 
was to peace, Knob Creek's 
bi-annual Machine-Gun 
Shoot is to war. Some trip- 
pers come to buy or sell 
military weapons the un- 
initiated would never be- 
lieve are legal; many come 
totry them out, and at least 
one is there "looking for 
Сл. Jane.” 

Reach the gate, and the 
gunfire is deafening. A few 
paces further, in the hol- 
low of a valley once used 
as an army artillery range, 
anyone willing to pay for some action at 
the frontlines blasts away. Around $30 will 
buy a couple of minutes with a very big 
gun. Uzis, AK-47s, 50-calibre automatics 
and bolt-action sniper rifles, м-165, 
Mac-1os, all are served up buffet-style. 
Josh, an eight-year-old from Benton, Ken- 
tucky, settles in behind a Browning 1919. “It 
was cool," he says, after unloading зо 


The guns of October 





Go on, enjoy it 


has suspended his campaign. But he is now 
more likely to win and hecould carry the rest 
of the Republican ticket with him, including 
George W. Bush. In a close national election, 
that could make all the difference. 

Much depends on the un- 
known attitudes of a relatively 
small number of Missouri 
voters. If Mr Carnahan's death 
brings out a strong sympathy 
vote, the election could fall 
one way. If those same voters 
are disheartened, it could fall 
theother. 

Much, too, could turn on 
Mr Wilson's actions. If he indi- 
cates whom he would appoint 
to replace Mr Carnahan, the 
race could change overnight. It 
is thought he might well ap- 
point Jean Camahan, the 
popular first lady, or their daughter, Robin. 
Meanwhile, the race between Bob Holden, a 
Democrat, and his Republican opponent, 
Jim Talent, to replace Mr Wilson as governor 
isevery bit as tight as the Senate race was. 

There could even be shenanigans about 
the timing. Some people think that, if both 





Sadly departed 


Mr Carnahan and Mr Talent win their re- 
spective races, the Senate Republicans could 
stall the process, so that Governor Talent, not 
Governor Wilson, could make the appoint- 
ment—and choose a Republican. There is 
also talk of a legal challenge to 
the very notion of being able 
toelect a dead person. 

As Missourians watched 
the all-night newscasts of the 
crash, many had a strong 
sense of déja-vu. In 1976 Jerry 
Litton, a 39-year-old con- 
gressman, had just won a sur- 
prise victory over two better- 
known and better-financed 
opponents for the Demo- 
cratic nomination for the Sen- 
ate. On their way to a victory 
celebration in Kansas City, he 
and all his family died in an 
air crash. He might, his admirers said, have 
become a great man. The same can be said of 
Mr Carnahan. He might have helped his 
party win control of the Senate and keep the 
presidency. Now Missouri is even harder to 
call. 
= 














rounds of belt-fed 5o-calibre ammo into 
the turf. 

The broken-down cars, leaky Boston 
whalers and department-store manne- 
quins used as targets don’t put up much of 
a fight. Cars spiked with diesel fuel erupt 
into crowd-pleasing fireballs when hit just 
right. A fibreglass boat is left looking like a 
pillow attacked by a lawn- 
mower. One spectator longs 
for the stunt of a few years 
ago, when the range fas- 
tened downacar accelerator 
and tied the wheel in a hard 
turn so that marksmen 
could take out a moving tar- 
get. Nothing shoots back. 

Experienced visitors 
looking for more of a chal- 
lengeopt for the assault-rifle 
match. One at a time, con- 
testants run from point to 
point, shooting at rows of 
metal plates. Their final tally 
reflects both speed and accuracy. For 
something a little more novel, $20 will buy 
a turn at the Jungle Walk, a 200-metre hike 
and submachinegun target-shoot through 
a decidedly deciduous, though suppos- 
edly Vietnamese, jungle. Back at the main 
range, $75 lets you barbecue a car with a 
flame-thrower. For $50 more, you can up- 
grade to napalm. 
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The shoot doubles as a gun show, fea- 
turing everything from handguns and mil- 
itary memorabilia to exotic assault rifles. 
Although the newest stuff is off-limits to 
anyone not à police officer, machineguns 
built before 1986 remain legal in many 
states. But they are not cheap, and this 
year's election is putting up the price; spec- 
tators want to be sure they've bought their 
firepower in case Al Gore is elected. 

Knob Creek's shoot was obscure for 20 
years. It has now become a tourist attrac- 
tion: so much so that the militias which 
used to attend are staying away. This year 
the Kentucky State Militia is backing a 
smaller shoot on the same weekend— 
where camping is free. You pay $50 to put 
up your camouflage tent at Knob Creek. 

Television crews are banned. In fact, 
the Knob Creek crowd is quite tame. Al- 
though the dress code is overwhelmingly 
camouflage, the camouflaged are more of- 
ten ex-servicemen than would-be revolu- 
tionaries. Girl Scouts work the convention 
stand. The Junior Tigers, a pre-teen girls' 
softball team, holds a raffle. At Saturday 
night's shoot, the highlight of the weekend, 
adozen shooters on the range, plus one in a 
helicopter, strafe barrels of diesel fuel and 
dynamite with rainbow-hued tracer fire. 
The scene is oddly beautiful. 

When the explosions die down, an an- 
nouncer takes over the public address sys- 
tem. "Remember, only in America. Only in 
America can you come see a show like this. 
Nowhere else has these liberties.” He's hit 
the bull's eye. 
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In an ideal world things never go wrong, but 


when you're regularly flying on business 
they inevitably do. It could be trouble with 
the car or heavy traffic on the way to the 
airport. Meeting plans change and flights 
get cancelled. These things happen. 

For example, your flight's in an hour, 
the car overheats, you need to stay cool. You 
won't make the airport in time and you 
can't miss your meeting. What do you do? 

Wherever you are and whenever you 
need to, you can access the world's most 
comprehensive source of independent 
business travel information, that's what 
OAG stands for. 

With OAG Mobile you can conveniently 


find all the flight details you need via your 





WAP phone or PDA. Alternatively, you 
can use OAG Travel Information System 
on your laptop or on your company's 
intranet. There's also the OAG Pocket 
Flight Guide, an essential travel companion 
for discerning frequent flyers worldwide. 
Whichever you choose, you'll access a 
database of over 800 airlines worldwide, 
with millions of direct and connecting 
flights and information on more than 
73,000 hotels. You can quickly find an 
alternative flight and locate a hotel. It's 
your choice, you're in control. 
As for the birds, not appreciating 
the benefits of OAG and therefore 
being totally flightless, they're just 
Ostriches Ambling Gracefully. 


Call «44 (0) 1582 695050 


WWW.0ag.com 
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Ae NE of the most far-reaching changes in American politics this 


-| twice as many asin 1992. In the past year, 2.2m households bought 
Y shares for the first time. So this election will be the first in which it 


vr their attack ads to ever-narrower 
; With some college education, two 


| groupin the country: 


по correlation between changes in 





* voters’ attitudes to the economy 



























year was noteven mentioned in the presidential debates. It is 
the spectacular growth of the number of voters who own shares. 
‘Half of American households now own mutual funds, almost 








makes sense to talk of a shareholding society exercising its right to 
vote: Shareholders are more likely to vote than non-shareholders; 
so it is possible that almost two-thirds of the voters this time will 


| be shareholders, compared with just overa third in 1996. This dou- 
_ | blingofnumbers could be one of the biggest social, as well as elec- 


toral, changes in America. 
` Yet you would hardly know it from the campaign. As they en- 
ter the final stages, the Bush and 
Ore teams are busily tailoring 


groups—Catholic men in Pennsyl- 
‘vania suburbs, or married women 


children and full-time jobs, and so 
forth. Yet the campaigns have not 
targeted shareholders in this ex- 
plicit way, even though they are by 
far the. most numerous voting 


^^: More than that, there has been. 


the Dow or Nasdaq and voters' 
preferences. There has not even 
been a link between the Dow and 


(which have generally remained 
positive while the market slides). 
On the face of it, then, this does not 
appear to beastockmarketelection 
in any meaningful sense. 

Possible explanations for this 
phenomenon range from the obvious (neither side wants to risk a 
market crash by blurting out something stupid) to the ridiculous 
(George W. Bush does not want to talk about the market because 
his chief economic adviser, Larry Lindsey, took all his money out 
of stocks), Conventional wisdom, though, argues that the main 
reason shareholders are not playing a serious political role is that 
the “investor class” (to use the term popularised by Larry Kudlow, 
a Wall Street economist) has not gained class-consciousness. 

That may be because some people just hold shares for fun, as 
an upmarket form of gambling. Or it may be because, for many, 
shareholding is a passive business, with investments held through 
mutual funds, not individually. Or—most likely—it may be be- 
cause, as shareholding spreads, investors are becoming more like 
everyone else. 

Once, owning shares was a preserve of the wealthy, which 
helps to explain why, in the past, some studies have shown that 
shareholders are twice as likely to vote Republican as non-share- 
holders. But, as the practice has spread, the most dramatic in- 
creases havecome among the poor, the youngand those who have 
only recently retired. More than half of all shareholders, for exam- 
ple, have an income of less than $50,000 a year. A quarter of those 
with incomes of less than $25,000 own shares. On this view, the 
growth of shareholding will not necessarily force America to re- 


` flectthe way investors think. Itis rather that investors may come to 








_ reflect the way Americans in general think. 


— Al Gore's investor problem 



































Yet even at a vague and ill-formed stage of development, | 
shareholders as a group are exercising more political influence | 
than the visible concerns of campaign managers would imply. 
Under their influence; the reform of the Social Security system has- 
gone from being the third rail of American politics (to touch itisto | 
die) into a viable political proposal for Mr Bush, attractive abov 
all to younger workers who believe portfolioinvestment may well 
be safer than a government-run pension plan. vf 

Even before this, though, you can see shareholders’ polit 
influence at work in the two sorts of tax which directly affectin 
vestment. In 1997, Bill Clinton refused to veto proposed cuts in th 
capital-gains tax, one of the primary concerns of investors. And 
the interest of new investors helps toexplain theotherwi | 

prehensibly widespread support 
for ‘the ‘repeal’ of the estate tax, 
something that now affects onl 
therichest 2%ofAmericans, — — 
You can see the makings of a 
investment class in recent survey: 


greater average wealth), bu 
USES each separate income bracket, — 
This may go some way to explaining the central puzzle of the 
campaign: why isn't Al Gore doing better? What might be dubbed 
the objective facts of the campaign point to a big Democratic 
tory: prosperity at home, relative peace abroad (still true despi 
upheaval in the Middle East) and voters' general preferences on. 
most issues. Yet Mr Gore has not been able to open up 
mandinglead—or, recently; a lead of any sort. 


lead among those who con't 
period when voters as a whole began to think M 


decisive voting group. E 
And this election may be only the start. If Mr Bush is electe 
and workers divert part of their payroll taxes into private retire 
ment accounts, then as many asnineinten Americans may end up 
as shareholders. If Mr Gore is chosen, and pushes through his рг 
posal to give federal subsidies to poorer savers, then shareholding - 
will rise sharply too, albeit not by so much. Either way, America 
will be on its way to creating the first real shareholding democracy 
Providing, of course, that mass shareholding survives the one big 
test it has not yet faced:a real plunge in the market. 
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How do you get from one end of Tokyo 

to the other in a billionth of a second? 

You could travel Tokyo Metallic's broadband technology. The 

first DSL Internet service in Japan. As their principal financial 
partner, we're enabling them to provide cost-effective, high-speed 
Internet access to an entire nation. Faster. А new connection, 


à new exhilaration, The same ingenuity, the same fervour. 


—— I JPMorgan 


jpmorgan.com 


Investment banking Global markets gement Private equity 





Guaranty Trust Company of New York, member FDIC. JP. Morgan Securities Asia Pte 
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Fiasco in Tabasco 


MEXICO CITY 


Mexico's once-mighty PRI is falling further into disarray, after a state 


election showed the party at its worst 


HERE was an election, but all the candi- 

dates were originally from the same 
party. There was voting, but some of the 
votes were bought. There was a result, but it 
was declared invalid. And there were victory 
celebrations, but both sides held them. Allin 
all, the October 15th ballot in the south-east- 
em oil state of Tabasco was a mess. 

It wasa special mess for Mexico's Institu- 
tional Revolutionary Party (pri). Since losing 
the presidential election in July, for the first 
time in 71 years, the formerly all-powerful 
prt has been writhing like a wounded snake. 
Members whocleave to the party's paternal- 
istic, corporatist traditions blame defeat on 
the modernising “technocrats” who had 
come to dominate the government, and are 
trying to wrest back control. Roberto Ma- 
drazo, Tabasco's outgoing governor, is a 
young member of the old guard, a failed 
hopeful for the presidential nomination, 
and now the main contender for the party 
leadership. His state wasa testing-ground for 
the struggle between the two forces, But the 
winner of the struggle, as of the ballot itself, 
is—so far—nobody. 

Mexico has not seen such a contentious 
election since Mr Madrazo himself became 
governor six years ago. Back then, the left- 
wing Party of the Democratic Revolution 
(PRD) accused him of spending 20 times the 
legal campaign limit. After boxes of evidence 
supporting that claim appeared mysteri- 





Madrazo had to go... 
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ously in the main square of Mexico city, Pres- 
ident Ernesto Zedillo tried to persuade the 
renegade governor to step down. Mr Mad- 
razo, openly snubbing the president's sup- 
reme authority for the first time in the pri’s 
history, stayed put. 

In this year’s race, the echoes of 1994 re- 
sounded. According to Civic Alliance, an 
election-monitoring group, votes were being 
boughtall over the state. People were offered 
tools, school materials, bags of cement, 
chickens and cash to choose the pri. Party 
leaflets, some with 50-peso ($5.30) notes 
clipped to them, were said to have been 
dropped from the sky. 

Yet, with 94% of the ballots counted, the 
pri’s Manuel Andrade was only 1%—some 
6,300 votes—ahead of the prp’s Raul Ojeda 
(the National Action Party, PAN, came a dis- 
tant third). Both parties declared victory, the 
rRD alleging that the pri owed its edge to 
fraud and vote-buying. But the state elec- 
toral council threw out the preliminary re- 
sult, after finding so many inconsistencies 
thatit decided it would have to recount four- 
fifths of the ballot boxes. The winner will not 
be declared until October 22nd. 

Whoever wins will find it tough to gov- 
em such a divided state, and all the more so if 
it is Mr Andrade of the pri. The PRD has 
promised to challenge the result. Nobody 
has ever overturned an election result in 
Mexico—one of the ркі legacies is a system 


...80 Andrade won... 


that makes this very difficult —but with such 
а small margin and such blatant malprac- 
tice, the PRD might just succeed this time. 

Even if the pri’s victory stands, many 
party members will find nothing to cele- 
brate. Besides being an ugly showcase for the 
party's old methods, the election was a stark 
display of its internal rifts. Both the PAN and 
the PRD candidates were pri malcontents 
who had defected, and the pri’s own nomi- 
nation was bitterly disputed between Mr 
Andrade, whom Mr Madrazo had picked, 
and Arturo Nuñez, who, at the time, was the 
party's leader in the lower house of Con- 
gress. Mr Nuñez even urged people not to 
vote for the pri, and now faces expulsion. 
“This isin one sense the future of the pri:div- 
isions and open fights among ex-family 
members,” says Joy Langston, a political sci- 
entist at CIDE, a Mexico city university. 

Those fights now move to the national 
arena. Had the pri won Tabasco easily, Mr 
Madrazo would have had the party leader- 
ship in the bag. He is one of the few people 
not tainted with the party's defeat in the 
presidential election—he lost the presiden- 
tial primary to President Emesto Zedillo’s 
preferred candidate and was then made a 
pariah during the campaign—and thus has 
the backing of the old-time party members 
who blame Mr Zedillo for that defeat. And 
those members are especially powerful 
now, because, as a concession to the party’s 
traditionalist wing during the presidential 
campaign, many of them got places on the 
congressional list. 

Victory in Tabasco, the old way, would 
have boosted their message of taking the 
party back to its origins, with Mr Madrazo at 
the helm. Instead, Mr Madrazo’s future, and 
that of the ркт, look less certain. He may still 
become leader, since there are no obvious 
challengers and the rest of the party is a mass 
of shifting factions. But he will not be able to 


...and so did Ojeda 
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OTTAWA 


oe, Canada is going to the polls. 
The Liberal government of Jean Chré- 
tien has moved with unusual vigour this 
week to lay favourable ground for a rushed 
federal election on November 27th. In a 
flurry of activity, Brian Tobin resigned as 
premier of Newfoundland and Labrador 
on Monday and was sworn in as industry 
minister on Tuesday. On Wednesday, Paul 
Martin, the finance minister, produced an 
appetite-teasing mini-budget that prom- 
ised further tax cuts. All this prepares the 
way for Mr Chrétien to announce the elec- 
tion on October 22nd. 

Why this haste, when there is no burn- 
ing issue and when the government has 
been in office for only 42 months? Quite 
simply, because in recent opinion polls the 
Liberals have been soaring between 45% 
and 52%, while the main opposition, the 
Canadian Alliance under its new leader, 
Stockwell Day, is stuck between 20% and 
26%. The moment looks ideal. 

In 1997, the Liberals won a slim major- 
ity with only 38% of the vote, taking 101 


control those among the pri’s 209 deputies 
and 60 senators who, like Mr Nunez, feel 
alienated. Nor may he have that much sway 
over the pri’s 19 state governors. Some are his 
allies, but others may decide to co-operate 
more with the new president, the PAN's Vi- 
cente Fox, since he and not the pri will hold 
the purse-strings. 

But above all there are no clues as to 
what Mr Madrazo, or anybody else, has in 
mind forgiving the party a new ideology and 
making it attractive to voters—particularly 
the young and middle-class voters who 
punished it at the polls. The Tabasco fiasco 
will only have reinforced their desire to steer 
clear of the pri for a long time to come. 

E = s 





Brazil 


Foul play 


SAO PAULO 


OR Brazilians, football is not a matter of 

life and death—it is much more impor- 
tant than that, as Bill Shankly, a Liverpool 
manager, once said. So, with the national 
sport mired in allegations of corruption and 
its once-invincible yellow shirts playing 
poorly in the Olympics and the World Cup 
qualifiers, it should be no surprise that Bra- 
zil’s Congress is launching an investigation. 
Or rather, two: both the Senate and the 
Chamber of Deputies are setting upcommit- 
tees of inquiry because they could not agree 
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Chrétien's October surprise 










seats in Ontario largely be- 
cause two conservative par- 
ties split the right-wing vote. 
The Reform Party, which is 
based in the west, has since 
reinvented itself as the Ca- 
nadian Alliance, primarily to 
crack the Liberals’ Ontario bul- 
wark, while its older rival, the Pro- 
gressive Conservative Party, has suffered 
defections and slumped in the polls. 

Mr Chrétien clearly sees urgency in 
calling an election before the Alliance and 
Mr Day, an Albertan newly arrived in fed- 
eral politics, gain ground in Ontario. Since 
the election campaign, formerly a drawn- 
out affair, is now shortened to 36 days and 
the Liberals, unlike the Alliance, have 
nominated most of their Ontario candi- 
dates, he has a head start. 

He also has personal reasons for leap- 
ing in. To be the first Canadian prime min- 
ister to win three majority governments in 
a row would give him a place in the history 
books. In other respects, his performance 


since 1993 has been uninspiring, and 
his government's success at engi- 
neering economic recovery has 
been greatly helped by the 
boom south of the border 
and by the skills of his cabi- 
net rival and heir-apparent, 
Mr Martin. 

The return of Mr Tobin to 
federal politics—as fisheries 
minister, he boldly chased 
away Spanish ships—makes 
the succession less certain, espe- 
cially if his Newfoundland oratory wins 
back several seats in the Atlantic provinces 
for the Liberals. Mr Tobin is only 49, while 
Mr Martin is 62,and he pleases Mr Chrétien 
by hiding his prime-ministerial ambitions 
under eloquent loyalty. To fit him into the 
cabinet, John Manley has been promoted 
to the foreign-affairs portfolio, replacing 
Lloyd Axworthy, whois leaving politics for 
a university post. 

The election is not yet won for the Lib- 
erals, however. The lively Mr Day may 
prove a better campaigner than the prime 
minister, and many voters are displeased 
by what they see as an unnecessarily early 
election. Watch this space. 








on the terms of a joint one. The lower house 
Set up its inquiry on October 17th. Yet hopes 
of a thorough investigation of the many alle- 
gations surrounding Brazilian football were 
somewhat dented by the fact that deputies 
linked to football clubs or federations 
bagged one-third of the places. 

Though Brazil crushed Venezuela 6-0 in 
a World Cup qualifier on October 8th, the 
fans remain disgusted with their side’s poor 
performance of late. Humiliating defeats by 
Paraguay in July and Chile in August—both, 
like Venezuela, usually pushovers for Bra- 
zil-led to demands for the sacking of 
Wanderley Luxemburgo, the team coach. 
The pressure became irresistible after 
Brazil failed to reach even the semi-finals 
of the Olympics last month, going 
down to Cameroon. A few days 
after getting back from Sydney, 
Mr Luxemburgo was out. 

Ironically, he had once 
been seen as the saviour of 
Brazilian football. After the 
team's defeat by France in 
the 1998 World Cup final, 
which was blamed on the 
"old-fashioned" training 
techniques of Mario Za- 
gallo, the manager at the 
time, Mr Luxemburgo 
seemed the ideal moder- 
niser. He wore designer 
suits, carried a laptop 
and had successfully 
coached Corinthians and 




























Palmeiras, two of Sao Paulo's top teams. But 
as Brazil started to find itself beaten by coun- 
tries it would normally trounce, commen- 
tators changed their minds. They berated Mr 
Luxemburgo particularly for his refusal to 
call up Romario, one of Brazil’s best strikers, 
for the Olympics. 

Renata Alves, Mr Luxemburgo's former 
secretary (and ex-girlfriend), claims to have 
an explanation for his perverse player 
choices. Among various other corruption 
allegations, she accuses him of taking “com- 

missions” from domestic clubs that 
sold their players abroad for huge 
sums after they had briefly featured 
in the national team. Mr Luxem- 


Î burgodenies this, though he admits 


to tax-dodging. 

The many football- 
club owners and their 
friends who sit on the 

benches of Congress 
may well try to push 
the two inquiries into 
making a scapegoat of 
Mr Luxemburgo. But 
there are plenty of 
other dark corners to be 
looked into. Accusations of ref- 
eree-bribing in 1997 have never 
been thoroughly investigated. 
Some clubs are said to be using 
player transfers to launder the 
proceeds of drug-trafficking. 
The lower house's inquiry 
will, at least at first, con- 
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centrate on а ten-year, $160m contract that 
the Brazilian Football Confederation signed 
with Nike, a sportswear maker. Many fans 
would like to know what theconfederation's 
bosses are doing with all this money. And is 
Nike meddling in the picking of the team? (It 
denies doing so.) 

The management of Brazilian club foot- 
ball is a shambles, say its critics, with many 
owners interested simply in grabbing pro- 
mising youngsters off the streets and selling 
them on to foreign teams for inflated sums. 
Hence the national side’s decline from great- 
ness. With many star names playing abroad, 
and with the television networks demand- 
ing kick-offs that fit their schedules (ie, do 
not clash with soap operas), the crowds for 
club matches have been dwindling: a clash 
of giants between Corinthians and Palmei- 
ras in August drew under 2,000. 

Brazil's greatest-ever footballer, Pele, 
tried to reform the game during a spell as 
sports minister in 1995-98. He proposed a 
law obliging clubs to become companies 
(thus making them more open and, with 
luck, better run) and granting players the 
freedom not to be bought and sold involun- 
tarily by their clubs. The football lobby had 
the law emasculated in Congress. 

The question now is whether this lobby 
will be able to prevent the two congressional 
inquiries, once they get going, from pursuing 
the thorough shake-up of the game that is 
needed. Cynics argue that congressmen 
have no such intention anyway, and are 
simply looking forward to hogging the lime- 
light on television. Some, such as Jose Al- 
berto Bombig, a football columnist on the 
Folha de São Paulo, hope for better. Con- 
gress, he says, is responding to the growing 
public frustration over the state of football, 
and perhaps, as the two inquiries start to call 
witnesses, enough damning evidence will 
emerge to make it impossible to stifle them. 
- ч - LJ 





Peru 


The long arm of 
Mr Montesinos 


UMA 


HE promise of reform has got nowhere. 

A month after President Alberto Fuji- 
mori, cornered by a corruption scandal, an- 
nounced that he would break off his term 
four years early and call new elections, Peru- 
vians have taken to the streets in sheer exas- 
peration. Not least, they suspect that Vladi- 
miro Montesinos, Mr Fujimori's disgraced 
adviser and spy chief, is far from gone, even 
though he is in exile in Panama. 

The last straw came on October 13th, 
when the permanent representative of the 
Organisation of American States (oAs) in 
Lima, Eduardo Latorre, announced that he 
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Waiting for the call 


was suspending talks about more democ- 
racy and fair elections. The ruling party had 
that day sneaked a surprise motion through 
Congress, extending its present session by 
two weeks, thus overturning an oas-bro- 
kered accord. The opposition accused the 
government of bad faith. Mr Latorre said 
that, in future, he wanted written commit- 
ments from everyone that agreements 
would be respected. He hoped that talks 
would resume at the end of the week. 

At first, it was unclear why Mr Fujimori's 
Peru 2000 party had bothered to push 
through the extension. Defiance, perhaps; a 
day earlier, the pro-Fujimori congressional 
board had fought off a bid by the opposition 
tooustit. But the real motive for buying extra 
time looks more ominous. It appears that 
government ministers, in secret meetings 
with the opposition, had broached the idea 
of a far-reaching amnesty for the armed 
forces and their civilian colleagues. The mili- 
tary high command and Mr Montesinos, 
who picked those commanders, apparently 
want to guard against any retribution by a 
new government. Leaks indicate that they 
are seeking an extraordinarily broad pardon, 
even fora region numbed to such things. 

Peru already has an amnesty law that 
covers any human-rights crime related to 
the "anti-subversive" campaign between 
1980 and May 1995. Since then, the intelli- 
gence service has been implicated in the tor- 
ture of one woman agent and the murder 
and quartering of another. Carlos Tapia, a se- 
curity specialist, says military chiefs are an- 
gling for protection from prosecution on 
matters relating to torture and other atroc- 
ities in the fight against terrorism and, more 
unusually, to offences in the fight against 
drug-trafficking. 

The influence of the old guard is not lim- 
ited to the barracks. Astonishingly, Mr Fuji- 


mori has admitted that he regularly calls his 
old adviser in Panama because, he says, he is 
concerned about his safety. Meanwhile, 
none of Mr Montesinos's firm allies in the 
judiciary or the prosecution service has been 
removed. In the electoral bodies that came 
under fire during this year’s dubious elec- 
tions, where one head is under investigation 
and the other has resigned, no independent 
replacement has yet been appointed. The 
“immediate” disbanding of the intelligence 
service (sin), announced by Mr Fujimori on 
September 16th, hung fire until it was signed 
into law on October 18th. According to 
newspaper reports, the lapse of a month al- 
lowed agents, materials and machines to be 
smuggled out of the sın headquarters into 
various military installations. 

No surprise, then, that a poll by Apoyo 
Opinion y Mercado in mid-October found 
that 66-83% of Limenos thought that Mr 
Montesinos still controlled or influenced 
Congress, electoral authorities, the prosecu- 
tion service, the courts, the armed forces, 
some media and, not least, the president. The 
status quo ante has even been restored, it is 
said, in the tax authority, Sunat, which, crit- 
ics say, has been used as a political weapon 
against government opponents. The new 
head, Enrique Diaz, lasted just a month and 
ahalf. The economy minister, Carlos Bolona, 
said he wanted someone more experienced 
in the job. Others thought Mr Diaz had gone 
because he had removed mid-ranking offi- 
cials loyal to Mr Montesinos. They are ap- 
parently back in place now. 

Fernando Rospigliosi, a political analyst, 
doubts whether any political reform is pos- 
sible with Mr Fujimori and his old team still 
presiding. “It’s not just that we’re standing 
still,” he says. “We took a step forward and 
now we're going backwards.” 

—X a 
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Back from the Middle Eastern 


brink 


JERUSALEM 


The Sharm el-Sheikh summit may have saved Israelis and Palestinians from 
themselves. Could it also spell the end of Ehud Barak's government? 


AULED back from beyond the brink by 

Bill Clinton and Kofi Annan, Israelis 
and Palestinians began at mid-week to qui- 
eten the bloody, three-week-old “Al Aqsa 
intifada". The shooting and rioting eased 
slowly;it was assumed they would not cease 
entirely before the Arab summit this week- 
end. After that, if Yasser Arafat can rein in the 
seething resentment on the Palestinian 
streets, the two sides can think about talking 
again. Mr Clinton wants them to send nego- 
tiators to Washington in a fortnight—which 
might be a neat election-eve boon for Al 
Gore, but might not help 
Ehud Barak stave off par- 
liamentary defeat. 

The Sharm el-Sheikh 
summit, hastily convened 
on October 16th at an Egyp- 
tian beach resort, did better 
than most people had dared 
hope. There was much silent 
glowering between the two 
principals and lusty vitup- 
eration between their lieu- 
tenants. But, between mid- 
night and dawn, Mr Clinton 
devised a web of words and 
unwritten understandings 
that enabled them to clam- 
ber out of the abyss. “Both 
sides will act immediately to 
return the situation to that 
which existed prior to the current crisis,” the 
president announced in an agreed state- 
mentat noon on October 17th. 

That night, despite continued sporadic 
shooting at several flashpoints, Israeli tanks 
began withdrawing from around Nablus. 
The Israelis had in effect laid siege to several 
West Bank towns after the lynching of two of 
their soldiers, who had strayed into Ramal- 
lah, on October 12th. If the ceasefire takes 
hold, Israel is to lift the tight closure of Gaza, 
and reopen the land route between it and 
the West Bank. 

On the Palestinian demand for an inter- 
national commission to look into the causes 
of the violence, Mr Clinton and Egypt's Pres- 
ident Hosni Mubarak persuaded a reluctant 
Mr Arafat to accept “a committee of fact- 
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finding” which America is to establish “in 
consultation with the un secretary-general". 
Some Europeans will take part too, though 
that was not spelt out because it represents a 
sensitive Israeli concession. 

The durability of the ceasefire will de- 
pend to a large extent on how the younger 
generation of Palestinian activists respond to 
Mr Arafat's acquiescence (for a gloomy as- 
sessment of this, see next article). In Israel, 
ironically, success at Sharm el-Sheikh could 
prove terminal for Mr Barak's 16-month-old 
administration. 





Had the summit failed, and the intifada 
continued unabated, Israeli politics would 
have inexorably gravitated towards a gov- 
ernment of national unity, however queasy 
Mr Barak might have been about bringing in 
the Likud's leader, Ariel Sharon. Now Mr 
Sharon has pronounced all further talk of 
unity fruitless, because of the "very grave" 
concessions Mr Barak made, especially his 
agreement to consider resuming the peace 
process “as though nothing had happened”. 
Mr Barak has asked Mr Sharon to rethink: the 
nation needs unity, he says. 

Some political insiders say that both 
men are in fact loth to forgo the unity op- 
tion—or at least the atmosphere of specula- 
tion surrounding the unity option—because 
the likely alternative is Mr Barak's defeat in 


parliament next month and a new election 
early in 2001. Mr Sharon would then face a 
challenge for the Likud leadership from an 
ex-prime minister, Binyamin Netanyahu, 
which, according to the polls, he would deci- 
sively lose. Mr Barak would lose to Mr 
Netanyahu, too, say the pollsters. 

It is against this sobering backdrop that 
Mr Barak has now begun signalling to his 
two erstwhile coalition partners, the ultra- 
Orthodox parties and the secularist Meretz, 
that their peculiar partnership with Labour 
could perhaps be reconstituted in the inter- 
ests of shoring up the ceasefire and possibly 
reviving the Palestinian peace talks—and 
also, of course, fending off an early election. 
This would mean, as it did in the original co- 
alition accord in 1999, a freezing of the part- 
ners’ disparate domestic agendas. Meretz 
would have to put on hold its long-standing 
demands for liberal laws on marriage, di- 
vorce and conversion to Judaism. 

But here’s the rub. Those demands are no 
longer Meretz’s alone: Mr Barak himself, 
anxious to woo the large and 
mostly secular Russian-im- 
migrant community, re- 
cently proposed a legislative 
programme designed to 
bring about a "secular revo- 
lution" in Israel, radically 
eroding the power of the 
rabbinate to adjudicate in 
matters of personal status 
and sabbath observance. To 
get the ultra-Orthodox back 
into his fold, Mr Barak 
would have to dumpall that, 
and with it perhaps the ves- 
tiges of his political credibil- 
ity. But not to do so might be 
suicidal. He can no longer 
rely on the Knesset support 
of the Arab parties, after 13 
Arab citizens of Israel were shot dead by the 
police in the disturbances. 

With or without the Orthodox in his 
camp, Mr Barak may find that, in the wake of 
the Al Aqsa intifada, religious issues have 
become much more central to any reopened 
peace negotiations, and much more insur- 
mountable. The weeks of violence have 
added a passionate religious dimension to 
the conflict. The sight of a Palestinian mobon 
October 7th hacking with hammers and 
crowbars at the roof of Joseph’s Tomb, a 
hitherto fairly obscure Jewish holy site in 
Nablus, has seared itself into the Israeli con- 
sciousness with an intensity and pervasive- 
ness that are still difficult to assess. A Jewish 
mob promptly responded by similar acts of 
desecration and arson at an old disused 
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mosque in the centre of Tiberias. 

On October i2th, Palestinians burnt an 
ancient Jewish synagogue in Jericho, a site 
that had been under the protection of the 
Palestinian Authority. For the Palestinians, 
the fatal shootings on the Temple Mount 
(Haram al-Sharif) in Jerusalem on Septem- 
ber 29th were a sacrilege against this very 
holy Muslim site. For each side it will be 
much harder now to contemplate, in the 
context of a peace agreement, entrusting its 
holy sites to the protection of the other. 





The Palestinians 
No, they explain 


RAMALLAH 


ў es Palestinians’ first response to Bill 
Clinton's deal at Sharm el-Sheikh was to 
fire at a Jewish settlement in East Jerusalem. 
The second was a march in Ramallah, spon- 
sored by Yasser Arafat’s Fatah movement, 
calling on Palestinians to continue their 
“peaceful intifada”. 

Can Mr Arafat bring the protests, if not to 
an end, then at least under control? Al- 
though things have calmed down for the 
moment, he will have a hard time selling the 
agreement to his enraged, fractious people. 
Palestinian delegates at Sharm el-Sheikh said 
that they had agreed to Mr Clinton’s initia- 
tive in order toend “Israeli aggression against 
our population”. But most Palestinians saw 
Mr Arafat once more having to accede to a 
deal inspired jointly by America and Israel. 

They were particularly angered by the 
timing, which they saw asa way of taking the 
wind out of the sails of the Arab summit, due 
to take place in Cairo on October 21st and 
22nd. The Arabs will still denounce Israel, of - 
fer money to Mr Arafat's beleaguered Pal- 
estinian Authority (pA) and rehearse the 
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mantra that peace can come only on the ba- 
sis of the usual UN resolutions. But they will 
not be able to do much else, now that pA se- 
curity chiefs are again meeting their Israeli 
counterparts and American diplomats are in 
the region, trying to get talks "back on track". 

It is clear that there are certain things Mr 
Arafat cannot do. One is to respond to the 
demand, not included in Mr Clinton's state- 
ment, but very much on the mind of Israel's 
prime minister, Ehud Barak, that he should 
disarm the fighters belonging to Fatah’s tan- 
zim (field organisation), which has been in 
the van of the civilian protests and armed at- 
tacks on Jewish settlements. “We will disarm 
the tanzim when Barak disarms the settlers,” 
was the curt reply of Muhammad Dahlan, 
head of the A's security force in Gaza. 

Another explosive issue concerns Ham- 
as. On October 12th, when Israeli helicopters 
were hovering over and occasionally straf- 
ing Palestinian cities, about 100 Hamas and 
Islamic Jihad prisoners were freed, or freed 
themselves, from РА jails in Gaza and Nab- 
lus. Of these, 34 have been rearrested, in- 
cluding 17 who turned themselves in volun- 
tarily, say Hamas sources. 

But if the pa goes after the others, as Israel 
and America will expect it to do, it will frac- 
ture the “unity of the national and Islamic 
forces” that has been a proud boast of the 
current Palestinian revolt. It could also jolt 
Hamas out of the relatively docile role it has 
been playing, lending the demonstrations 
support and Islamic imagery but no real 
leadership. If Hamas members are again de- 
tained, the organisation could adopta “more 
independent line, including strikes on Is- 
rael,” threatens one Hamas man. 

Aneven tougher challenge for Mr Arafat 
is to heal the breach that is starting to open 
between his authority and that of his Fatah 
men “in the field”. His endorsement of Mr 
Clinton’s statement suggests that he still sees 
mileage in the terms of the Oslo peace pro- 
cess, and that he too wants things to return to 
“where they stood” on September 28th. 

But this is no longer how younger Fatah 
activists in the West Bank and Gaza see 
things. For many of them, the Al Aqsa inti- 
fada was a revolt against the “way things 
stood”. They have come to reject a peace 
process in which, as they see it, Palestinians 
are being offered minimal advances in terms 
of land and civilian control on condition 
that they make monumental concessions on 
Jerusalem, the refugees and settlements. 

They want to extract the Palestinian 
cause from the binds of Oslo and return it to 
where they feel it properly belongs: at the 
heart of the Arab world and on the table of 
the United Nations. Asked why he denoun- 
ced asa “failure” a statement his leaders had 
just approved, Marwan Barghouti, the West 
Bank's Fatah leader, was succinct: “Because it 
did not address the cause of our intifada: 
which is the occupation.” 

m 
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Nigeria 
Bloodier still 


LAGOS 


T A barricade on the road leading into a 
run-down district of Lagos, policemen 
struggled to hold back crowds of angry Yor- 
uba youths bent on hunting down Hausas. 
Police helicopters circled above, and heavily 
armed paramilitaries fired over the rioters’ 
heads. More than 100 people, possibly many 
more—almost all of them Hausas, mainly 
Muslim northerners—have been killed in 
Lagos this week: at least as many as died in 
Israel and Palestine over a longer period, but 
drawing far less press coverage. 

The killings were the latest in a series that 
has shaken the country since it returned to 
civilian rule last year. In July 1999, 70 people 
died in clashes between Yorubas and Hausas 
in Sagamu in the south-west. In November, 
over 100 were killed in Lagos. In February 
this year, at least 1,000 people died in the 
northern city of Kaduna. Another 450 were 
killed in March in the south-east and, in 
May, another 300-plus in Kaduna. 

The new explosion began on October 
15th, in an apparent reprisal for the killing of 
six Yorubas by policemen, claimed to be 
Hausas, in the central town of Ilorin. The 
dead Yorubas were members of a militant 
organisation, the Odua People’s Congress 
(orc), and it was seemingly their colleagues, 
bent on “revenge”, who started killing inno- 
cent Hausas in Lagos on Sunday. 

For most Yorubas—even for some in the 
orc-—the latest killings were too much. This 
"does not portray our cause well,” said Gen- 
eral Kayode Ogundamisi, the orc’s secre- 
tary. Its founder, Frederick Fasheun, called 
those involved "criminals masquerading as 
the orc". But the government has nonethe- 
less banned the organisation and ordered 
thearrest of its leaders. 

The Lagos state governor, Bola Tinubu, 
called an emergency meeting of community 
leaders and ordered a new inter-ethnic 
peacekeeping body to be set up. But nobody 
really knows how to prevent more outbursts 
ofanarchic violence. 

President Olusegun Obasanjo, himself a 
Yoruba, has told the army to act “ruthlessly”. 
But, last November, when he ordered the 
police to shoot members of the orc on sight, 
nothing happened. And little action of a cal- 
mer kind has been taken to bring under con- 
trol an organisation that has caused so many 
bloody clashes in the south-west. 

On Tuesday Mr Tinubu, announcing his 
latest measures, had the founder of the orc 
standing beside him. But it is doubtful 
whether this sort of violence can be stopped. 
The growing amount of crime in Nigeria has 
led the orc, and a similar organisation in the 
south-east, known as the Bakassi Boys, to 
begin what they call vigilante operations, 
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January: His company urgently needed to better manage 
expanding scope of business. 


February: Arrives in the nick of time and recommends 
partnership with IBM. 


May: He transforms his company, into an integrated 
e-business ftom end to end. 
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An ambulance, Lagos-style 


lynching suspected armed robbers and 
other “undesirables”. This horrifies outsid- 
ers, but is hugely popular in acountry fed up 
with crime and the government's inaction. 
In the north of Nigeria, some state gov- 
ernments continue to apply the stern Islamic 
legal code known as the sharia, which Mr 
Obasanjo, a Christian, has said offends 


against the constitution; but nothing has 
been done to prevent them doing so. In a 
speech on October ist marking Nigeria’s 40 
years of independence, Mr Obasanjo said he 
wanted toend the image of Nigeria as a place 
where violence reigns, laws are ignored and 
“anything goes”. But, on the present evi- 
dence, that is increasingly the way it looks. 
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Tanzania 


A modest success story 


DAR ES SALAAM 


An election the ruling party is expected to win, pretty honestly 


T TAKES unusual confidence to put up 

taxes on alcohol, tobacco and fuel shortly 
before an election. But Benjamin Mkapa, 
Tanzania’s president, is quite sure that he 
will be re-elected on October 29th, and that 
his party will win the parliamentary election 
too. So he makes no concessions to popu- 
lism. As well as clobbering sinners and driv- 
ers, he maintains tight fiscal and monetary 
policies and tours the country telling people 
that they must work harder. “We don't pro- 
mise to bring development to you on a silver 
platter,” he told voters last month. 

Mr Mkapa’s toughness has helped Tan- 
zania to wake up from the socialist torpor 
into which the late President Julius Nyerere 
lulled it. Nyerere, who ruled from indepen- 
dence in 1961 to 1985, was a good man but a 
bad economist. He is still deservedly revered 
for his honesty, and for avoiding the civil 
wars that scorched the region. But he impov- 
erished his country by nationalising more or 
less everything and forcing millions of peas- 
ants into collectives. 

His successor, Ali Hassan Mwinyi, made 
a half-hearted attempt at reform. But Mr 
Mkapa, who was elected in 1995, has priva- 
tised and liberalised with gusto. Although he 
leads Nyerere’s old revolutionary party, 
Chama Cha Mapinduzi (ccm), his revolu- 
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tion has been a capitalist one. 

The results are striking. Inflation 
plunged from over 30% in 1995 to about 6% 
this year. Most of the state manufacturing 
firms have been sold off; utilities are on the 
block. After years of neglect, main roads 
have been repaired. Foreign investment— 
mainly in mining, tourism and manufactur- 
ing—has increased ninefold in five years. 

Average incomes have grown at about 
1% annually since Mr Mkapa came to power, 
despite poor rains. Barely five years ago, only 
foreigners or crooks could afford even mod- 
est luxuries. Now, everything is available in 
Dares Salaam, though you may be run down 
on the way to the supermarket by a mobile- 
phone-user in a big car. Internet cafés on ev- 
ery street corner throng with surfers learning 
about the outside world, chatting with rela- 
tions in Europe, or hawking curios to buyers 
in Hong Kong. 

But all is not rosy. Corruption is wide- 
spread and blatant. Drivers stopped for mi- 
nor traffic offences on one of the newly- 
smooth roads are offered the choice of a 
heavy fine or a lighter bribe. Certain types of 
medical care are supposed to be free, but you 
have to bribe your way into the clinic. Teach- 
ers’ salaries are meagre and often late, so 
some teachers skive off during school hours, 


INTERNATIONAL 


and charge for private tuition afterwards. 

Ibrahim Lipumba, the opposition presi- 
dential candidate, promises to battle corrup- 
tion if elected. So does Mr Mkapa. But it will 
probably be easier to curb large-scale cor- 
ruption—in the customs service, for exam- 
ple—than to tackle the petty abuses that di- 
rectly injure ordinary people. 

For most Tanzanians, life is still hard. 
Half of them subsist on the equivalent of 65 
cents a day or less. Fatuma Saidi, for instance, 
lives with her husband, child and a friend in 
a tiny mud hut. Their two-hectare (five-acre) 
plot of maize and beans keeps their plates 
full when the rains are good; in dry years 
they go hungry. Mrs Saidi is grateful to the 
government for the newly-tarred road that 
passes near her village, about 200km (125 
miles) west of Dar. Thanks to easier trans- 
port, she gets a better price for the surplus 
crops she grows in good years. She has been 
able to buy a hoe, some plastic buckets and a 
sheet of corrugated iron to cover her mother- 
in-law's hovel next door. 

But she complains that social services 
have deteriorated. The village clinic has 
closed. The nearest school is skm away, and 
the fees deter many children from attending. 
Mrs Saidi would like to grow more cash 
crops. There is no shortage of land here; Tan- 
zania has plenty to go rour.d. But she cannot 
raise credit for fertiliser or tools. The Nyerere 
erataught Tanzanians thatloans do not need 
to be repaid, which makes banks today re- 
luctant to lend. And the state still owns all 
the land, so peasants do not have title deeds 
they could use as collateral. 

Tanzania faces three main obstacles to 
faster economic growth. Years of socialism 
have squelched the entrepreneurial spirit. 
The infrastructure may be improving, but it 
isstill primitivein many parts of thecountry. 
And education is a mess. Only one child in 
ten makes it to secondary school. Primary 
school fees may be abolished next year, 
which would help, but it will be a long time 
before the average Tanzanian is literate 
enough to benefit from all those cyber cafés. 

None of this, however, will hurt the rul- 
ing party much at the polls.Tanzanians are a 
mild, patient bunch. Where else could mil- 
lions of people have been forced into com- 
munal farms without massive bloodshed? 
The election will be largely peaceful, except 
in Zanzibar, a semi-autonomous island 
where the predominantly Arab and Muslim 
supporters of the Civic United Front some- 
times clash with ccm loyalists, and where 
the government has a shameful record of 
locking up its opponents. 

Many Tanzanians will support the ccm 
because it is Nyerere’s party. Some, in remote 
areas, think he is still in charge. Few rural 
Tanzanians know what the opposition 
stands for. “I don’t have a radio, so I don't 
know what the parties will do,” says Mrs 
Saidi, “Who do you think I should vote for?” 
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INTERNATIONAL 
Uganda 


And now this 


Gutu 


HE north of Uganda has enough misery 

onits hands already. Other regions of the 
country have seen some economic growth 
and an improvement in security since Presi- 
dent Yoweri Museveni came to power in 
1986. The northern districts of Gulu and Kit- 
gum remain sunk in poverty and rebellion. 
And now comes an outbreak of the deadly 
Ebola virus, the contagiousand incurable fe- 
ver that makes its victims bleed to death 
through their ears, nose, throat, everywhere. 

This is Uganda's first attack of Ebola, 
though a related fever killed 19 people in the 
east of the country in 1977. The Gulu out- 
break began in mid-September in a suburb 
of the regional capital, which is 360km (225 
miles) north of Uganda's capital, Kampala. 
Then, on September 3oth, à student nurse at 
Lacor Mission Hospital died, probably be- 
cause she did not have proper protective 
clothing. Ebola is passed on by contact with 
the fluids of an infected person. This means 
that doctors and nurses are especially vul- 
nerable. Restrictions have been imposed on 
movement between different parts of the 
north, though no quarantine applies to the 
region as a whole. 

Since the disease was properly identified 
on October 14th, 40 deaths have been 
blamed on it. But doctors believe the real fig- 
ure could be far higher, since many people 
will have died in villages before they could 
get helpor even say something was wrong. It 
will be hard for Gulu's two hospitals, both 
understaffed, to cope with the outbreak. In 
the government hospital. the "isolation 
ward" is a shabby, windowless room. And 
Lacor Mission Hospital is the night-time ref- 
uge of thousands of frightened local people, 
sheltering from attacks by the rebels of the 
Lord's Resistance Army (LRA). 





By mid-October the fever had spread 
from Gulu into neighbouring Kitgum dis- 
trict. Even more worryingly, there were re- 
ports of the disease in several camps that 
house thousands of people displaced by the 
LRA's 12-year rebellion. The camps lack both 
decent sanitation and adequate health-care 
centres. They are hard to get to, since the 
roads are vulnerable to ambush by the tra. 
Despite all this, Uganda’s health ministry, 
which is being helped by the World Health 
Organisation, has told people not to be 
alarmed. It will, it promises, bring the Ebola 
outbreak under control. 
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Somalia 


Not yet reborn 


F ONLY Siad Barre were 

out of the way, Somalis 
used to say, everything 
would be fine. They 
blamed their problems on 
the dictator who seized 
power in 1969. But he was 
removed nearly ten years 
ago—and things then got 
much worse. The country 
was torn apart by clan war- 
fare, hundreds of thou- 
sands died, and more than SS 
1m fled into exile. ^ 

In May a reconciliation 
conference was called in 
Djibouti. Most Somalis 
were sceptical. Twelve such 
meetings had already failed, so why should 
the 13th be lucky? But they desperately 
wanted it to be. The warlords and militias 
had fought each other to a standstill and, 
amid the rubble, businessmen were starting 
to make money. At first they were partners 
with the gunmen but, as the gunmen found 
less and less loot and the businessmen did 
better and better, the relationship was grad- 
ually reversed: the gunmen became mere 
guards for the businessmen. The peace con- 
ference was driven by the entrepreneurs. 

Held in а hilltop retreat in the tiny Red 
Sea port-state of Djibouti, it drew some 2,000 
delegates from all of Somalia's clans and in- 
cluded exiled professionals, businessmen 
and representatives of the country's bur- 
geoning civic groups—but no warlords. 
Apart from a couple of scuffles, delegates 
talked for almost four months. Eventually, 
theyelecteda "transitional assembly" which 
in turn elected a president, Abdiqasim Salad 
Hassan, who was sworn in before five re- 
gional presidents on August 28th. 

Mr Salad then appointed a prime minis- 
terandacabinet and last week the whole cir- 
cus moved, bravely, to Mogadishu, Soma- 
lia's capital. Bravely, because the Mogadishu 
warlords had made it clear that they did not 





A happy Salad 


recognise this new government. In the event, 
apart from a shoot-out between two clan 
militias which both claimed the right to es- 
cort the new president, the government's ar- 
rival in Mogadishu passed off peacefully 
enough and was given a morale-boosting 
welcome by hopeful crowds. 

SocanSomalis look forward to peace, re- 
construction, 1MF credits and the rest of it? 
Not necessarily. They уеат for security and 
a passport that other states recognise; the ex- 
iles, most of them, long to go home. But on 
October 18th a member of the new govern- 
ment was shot dead in Mogadishu. Another 
has resigned. The new rulers are having to 
operate out of the Ramadan and three other 
hotels, the state's proper buildings being ei- 
ther heaps of rubble or burnt-out ruins with 
huge shell-holes in the walls; all have been 
comprehensively looted. But physical pro- 
blems are less important 
than political ones. 

The northern regions 
ofSomalia havealready es- 
tablished peace of a sort, 
and set up basic adminis- 
trations. One region, So- 
maliland, which suffered 
appalling destruction ten 
years ago, has declared in- 
dependence, though its 
leaders hint that it may one 
day rejoin a peaceful, 
democratic Somalia. Punt- 
land, the name taken by 
the north-east, wants to re- 
main in Somalia but has 
declared self-rule until 
there is a proper national 
government. These two regions contain 
about a third of Somalia's estimated 9m 
people. Both are critical of the way the new 
government has been created; Puntland has 
officially rejected it. 

They mistrust the new government 
partly because several of its leading mem- 
bers were ministers under Mr Barre—the 
very people they say ruined the country. Mr 
Salad himself served Mr Barre for 18 years. 
But they also fear that it will try to take over 
the north. So far it has merely asked for adia- 
logue with Somaliland and Puntland. Yet its 
leaders go on saying that Somalia must be re- 
united, and the northerners fear the south 
may try to use force to do it. 

Above all, the new government may fail 
because it does not have proper roots. Soma- 
lia has broken down into districts, mostly 
clan-based, which have evolved their own 
structures and systems. Many Somalis think 
the best way forward is for these clans and 
districts to meet as autonomous polities that 
might gradually agree to unify in a confeder- 
ate system. Better, they say, than the present 
attempt to establish a top-down Mogadi- 
shu-based government, which could set off 
another war to decide who controls it. 
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EUROPE 


Bathetic in Belarus 


MINSK 


In two articles, we look at two ex-Soviet laggards: Belarus, whose leader, 
Alexander Lukashenka, is the last undemocratically chosen leader in Europe, 
and Ukraine, where reform is again in danger of stalling 


HAM results from a sham election for a 

sham parliament—in other words, busi- 
ness pretty much as usual for poor Belarus. 
Its neighbours to the north and west are Po- 
land, Latvia and Lithuania—countries head- 
ing for membership of the European Union 
(Eu) in the next few years, where power 
changes hands peacefully between sensible 
politicians. Belarus's plight makes even the 
heavily managed democracy in its eastern 
neighbour, Russia, seem lively. 

And the wretchedness of Belarus con- 
tinues tocast doubt on whether its proposed 
merger with Russia will ever take place. In- 
deed, though Russia's president, Vladimir 
Putin, may well want Russia, in principle, to 
reabsorb Belarus into its domain, it is unclear 
whether he sees the country's eccentric and 
touchy president, Alexander Lukashenka, as 
likely to help or hinder that process. On Oc- 
tober 19th the pair were expected to confirm 
their countries’ vaunted intention to unite. 

Earlier this year the Belarussian au- 
thorities had agreed with international 
organisations that Mr Lukashenka's op- 
ponents would be given a fair chance at 
the polls, with proper access to the me- 
dia, and would be able to go about their 
business without being harassed. Fur- 
ther, the election law would be changed, 
and parliament be given more power. 
All these promises have been broken. 

The election law allowed the au- 
thorities to disqualify dozens of inde- 
pendent candidates and to rig the count. 
Although all candidates had a few min- 
utes of air time on television, the state- 
controlled media kept up a barrage of 
propaganda, denouncing the opposition 
as, among other things, fascists, junkies, 
criminals, American stooges and homo- 
sexuals, though not necessarily all at 
once. Opposition campaigners who 
handed out leaflets calling for a boycott 
were detained. There is no sign that the 
new parliament will be any more asser- 
tiveor independent than the last. 

In any event, most of the opposition 
boycotted the election. International 
outfits such as the Organisation for Se- 
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curity and Co-operation in Europe (OSCE), 
the Council of Europe (another talking- 
shop) and the European Parliament (the ко” 
legislature) downgraded their presence to 
“technical observers”. They concluded that 
the poll “fell far short of minimum transpa- 
rency requirements”. Belarus says that this 
reflects only American arm-twisting. 

Mr Lukashenka had predicted a turnout 
of 70%. The official results showed only 60%. 
The incoherent official election reports dur- 
ing the evening of pollingday, and well-doc- 
umented evidence of fraud, suggest that the 
real turnout was probably a lot lower—per- 
haps only 45%. If less than half the voters 
turn out in Belarus, the election is invalid. 

Some other signs, such as grumbling in 
the previously docile official trade unions, 
suggest that Mr Lukashenka’s grip is slipping 
a bit. But for now Belarus's president has got 
away once again with ignoring the rules of 
democracy as practised elsewhere. He re- 





Lukashenka makes an odd fist of it 


mains in power. The opposition, several of 
whose leaders are missing, believed dead, or 
have been packed off into exile, still floun- 
ders. Critics abroad have little effect. 

Attention now shifts to November next 
year, the likely date of the next presidential 
election, for which the weekend's poll was a 
rehearsal. Between now and then, Belarus 
faces three big questions. First, can the oppo- 
sition unite behind a credible challenger— 
perhaps a previously unknown figure like 
Serbia’s Vojislav Kostunica? Second, how 
would Mr Lukashenka react if it did? Third, 
wnat will Russia do with its troublesome 
and embarrassing western neighbour? 

So far, the opposition has been weak, 
plagued for years by a division between two 
camps. One lot are Belarussian nationalists 
who see the reversal of Russification as a top 
priority. The others are more like liberal- 
minded politicians in Russia, keener on de- 
mocracy and getting rid of Mr Lukashenka 
than reviving Belarussian, an ill-defined 
language spoken mainly in the countryside. 
That split has healed somewhat. “Even lib- 
eral democrats are pro-independence now,” 
says Andrei Sannikov, an opposition leader. 

But squabbles persist. Accusations fly of 
KGB infiltration, collaboration with the au- 
thorities, and foreign machinations. To com- 
plicate things further, there are clear differ- 
ences between America and Germany over 
how to treat Belarus. The osce office in 
Minsk, headed by a German diplomat, 
Hans-Georé Wieck, preaches patience 
and engagement. “The only way forward 
is through negotiations," he says. Some 
find that too soft. The party led from ex- 
ile by Zianon Pazniak, a veteran dissi- 
dent, says that Mr Wieck "promotes the 
occupation of Belarus and the Russian 
empires expansion”. American di- 
plomats and human-rights campaigners 
take a harder line than the Germans. 
Some even see the fight for democracy in 
Belarus as the first skirmish in a new cold 
war with Russia. 

Disappointed, isolated, but still 
powerful, Mr Lukashenka may well feel 
that now is the time to tighten up. On the 
eve of the election, police raided the 
country’s main independent printing 
company. Disappearances, arrests, 
beatings and other already common 
forms of harassment may increase. Some 
opponents of Mr Lukashenka fear that a 
state of emergency will pre-empta presi- 
dential election altogether. 

The regime's feistier foes talk val- 
iantly about a “Yugoslav end” to Mr 
Lukashenka. But conditions in Minsk 
look very different from those in Bel- 
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grade. People are more apathetic; the sense of 


nationhood, and therefore of patriotism, is 
far weaker; and the opposition in Belarus is 
notably feebler. Growing poverty makes 
people surly, but so long as Russia supplies 
cheapenergy, the economy will not collapse. 

“It is like living in the Soviet Union 
again," saysaleading Belarussian sociologist, 
revealingly fearful of being quoted by name. 
"Everything important is decided in Mos- 


Ukraine 
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cow." So far, President Putin's attitude seems 
mainly disdainful. What he really feels 
about the much-touted Russian-Belarus- 
sian union is a mystery. 

Mr Lukashenka's officials stress that 
Belarus will stay independent even when 
union with Russia is complete. Russia has 
postponed a common currency until 2005 
(in effect, indefinitely) and already has most 
of what it wants in Belarus: a deniable proxy 
in the international arms trade, and a for- 
ward base for radar and eavesdropping or 
for placing extra troops or missiles in an ef- 
fort to rattle NATO, should it, for example, 
seek to extend to the Baltic states. 

One theory is that some of Russia's ty- 
coons are keen on the union. The man who 
formally administers the project, the Krem- 
lin's former business overseer, Pavel Boro- 
din, has announced plans for a property de- 
velopment in St Petersburg, worth $2 billion, 
to serve as its new headquarters. But a full- 
blooded merger, with or without Mr Luka- 
shenka, still seems quite a way off. 





Plenty of plots, not much reform 


KIEV 


Recent events in Ukraine paint an ever-bleaker picture of the country 


FAILED coup, outrage over a missing 

journalist, growing western worries, a 
sacked foreign minister and a rushed energy 
deal with Russia: that Ukraine's politics is a- 
bubble this autumn is not in doubt. What is 
cooking so unsavourily is much less clear. 

The first oddity is that Ukraine's security 
service, the sBu, claimed last month to have 
foiled a coup. This supposedly consisted of a 
planned attack on the Chernobyl nuclear 
power station and other key installations, 
followed by a seizure of power and the res- 
toration of Communist rule. But the alleged 
plotters were a small bunch of retired offi- 
cers, with no proper plan. There is no evi- 
dence that they had any weapons. Their 
organisation was well-known, not clandes- 
tine. And the maps that supposedly showed 
the places they were planning to seize seem 
to have been guides for mushroom-hunting. 
Itall seemed implausibly amateurish. 

The sau plays a powerful role in Ukrai- 
nian politics:its boss, Leonid Derkach, heads 
one of the big clans at the court of the coun- 
try's president, Leonid Kuchma. Mr Der- 
kach's son, Andrei, is a prominent official- 
turned-businessman whose wide-ranging 
interests are certainly not harmed by his ex- 
cellent connections (the president is his god- 
father). He has his eye on the presidency, and 
compares himself to Russia’s Viadimir Putin. 
But if the scotching of the coup was staged, or 
hyped up, by the ssu to improve the image 
of its leaders, as some in Kiev suspect, then it 


64 


has backfired: most Ukrainians find the 
whole story ridiculous. 

The second mystery, the disappearance 
on September 16th of a polemical journalist 
called Georgi Gongadze, has also had unex- 
pected political fallout. Mr Gongadze 
worked on an Internet website specialising 
in abusive criticism of Ukraine’s powerful 
tycoons. Only days before his disappear- 
ance, the site had published a 
long dossier on one of the 
biggest of the lot, Oleksandr 
Volkov, alleging that he was 
tied to organised crime. Mr 
Volkov vehemently denies 
all wrongdoing. 

The authorities’ ostenta- 
tious efforts to investigate the 
case seem incompetent, un- 
imaginative and heavy- 
handed—repeatedly interro- 
gating Mr Gongadze’s col- 
leagues, for example, and 
suggesting, rather implausi- 
bly, that he might have run 
away simply to escape his debts. Ukrainian 
journalists have shown unusual backbone 
in staging protests, while western human- 
rights groups worry that the disappearance 
chimes with the Ukrainian authorities’ gen- 
erally unsympathetic attitude to the media. 

The explanation for the disappearance 
most favoured by cynics is that Mr Gon- 
£adze had trodden unwisely hard on some 
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powerful toes. Others believe this is too sim- 
ple. Many now suspect that the culprit could 
be someone who wants to embarrass the in- 
terior minister, Yuri Kravchenko, over the 
police bumbling on the case. Mr Kravchenko 
is linked to the most powerful of Ukraine's 
political clans, headed by Volodymyr Litvin, 
whoruns the presidential administration. 

The third spicy ingredient recently 
sprinkled into Ukraine's political soup is the 
contents of a letter signed by the American 
and Canadian ambassadors, as well as the 
local representatives of the World Bank and 
the European Bank for Reconstruction and 
Development, expressing worries about the 
stalled reform of public spending in Uk- 
raine's regions. The government, headed by 
its reformist prime minister, Viktor Yush- 
chenko, wants to replace the previous sys- 
tem of block grants with one based on a for- 
mula whereby each region's allocation from 
the centre would be determined by clearly 
laid out criteria—demography, income lev- 
els, and so on. Lenders such as the World 
Bank, which is offering up to $200m in extra 
loans if the reform goes through, are keen on 
the idea. But the plan is strongly opposed by 
powerful local interests, who thrive on bad 
administration and corruption. 

What is odd is that the letter, sent pri- 
vately, was leaked by the presidential ad- 
ministration, with a hefty spin: what were 
foreigners doing, interfering in Ukraine's do- 
mestic affairs? Behind this seem to lie the 
chilly relations between the president and 
the prime minister. Mr Yushchenko is popu- 
lar among western politicians and bankers 
with an interest in the country, and has 
made some creditable advances in econ- 
omic reform—for example, in getting a new 
tax code through parliament, and in begin- 
ningtounravel the messy mixture of subsidy 
and debt in Ukraine's energy sector. 

In theory, Mr Kuchma 
should be delighted by this: 
the new government is doing 
things he has been demand- 
ing for years. However, it 
seems that he had not real- 
ised, or not expected, that his 
own pals would also be hurt 
by any serious attempt to 
clean up. In the year that Mr 
Yushchenko has been in 
power, barely a word of 
praise has come from the 
president's office, but instead 
much sniping. 

Although the govern- 
ment has done well, this is not yet enough to 
get Ukraine out of the pickle created during 
the largely wasted 1990s. The public finances 
are wobbly: the currency, the hryvna, is slip- 
ping, and the central bank’s defence of it has 
caused its reserves to fall below the psycho- 
logically important threshold of $1 billion. 
This week Mr Kuchma struck a deal with 
Russia’s president, Vladimir Putin, that will 
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provide Ukraine with energy this winter. In 
return, Russian companies will be allowed 
to buy stakes in Ukraine's gas pipelines. 

All of this makes the fourth piece of the 
puzzle, the sacking earlier this month of the 
pro-western foreign minister, Borys Tara- 
syuk, particularly worrying. Although Mr 
Tarasyuk managed to win few. friends 
abroad with his charmless personal style, Mr 
Kuchma has said bluntly that the new for- 
eign minister’s priority must be to placate 
Russia. Other pro-westem figures in impor- 
tant posts, including the head of military 
intelligence, have also been moved. Uk- 

-raine's flawed democracy and half-hearted 
- independence could both be in jeopardy. 
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Yugoslavia А 


Not over уе 


"Y AS Serbia, the rump of Yugoslavia, at 
last become a normal European coun- 
try, where the destructive passion of young 
malcontentsis channelled into football hoo- 
liganism rather than ethnic cleansing or po- 
litical protest? It looked as though the answer 
. was yes, to judge by the mayhem that broke 
out on October 14th, at what should have 
been the climax of the Yugoslav football sea- 
son: a match between Red Star and Partisan, 
- the mighty Belgrade clubs whose rivalry has 
: been one of the few unchanging features of 

‘Serbia's turbulent scene. 

~~ But not many people in Belgrade believe 
the riot at Red Star's stadium, in which about 
40 people—including some popular play- 
ers—were injured, had anything to do.with 
spontaneous exuberance. Almost certainly, 
it was provoked by supporters of the re- 
cently ousted tyrant, Slobodan Milosevic, 

- who are still trying to embarrass and desta- 

` bilise the new administration headed. by 
President Vojislav Kostunica. 

(s The trouble began when a few hundred 
‘supporters of Partisan—and also, appar- 
ently, of the former president—threw fire- 
works on to the pitch. Later they ripped up 

“seats and attacked members of the rival 
“team, which has a long association with the 
anti-Milosevic movement. 

civ The reaction of the police was weak, 

. tardy and confused—awkwardly highlight- 

ing the fact that nearly two weeks after Mr 

` Milosevic's downfall, nobody knows who 

: controls the forces of law and order. Is it the 
-Kostunica team, precariously in charge of a 
barely functioning Yugoslav federation, 
which includes rebellious little Montenegro 
along with Serbia? Or is it the authorities of 
the Serbian republic, still dominated by the 

. ex-dictator’s friends, among whom is Mirko 
Marjanovic, the Serbian prime minister, who 

-also happens to be a director of the Partisan 

_ football club? (The president of Serbia is still 
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Milan Milutinovic, a war-crimes suspect.) 

Two days after the stadium riot, it was 
Mr Kostunica’s turn to score by clinching an 
agreement on a transitional government for 
Serbia, pending the elections that are now 
scheduled for December 23rd. But the deal ts 
clumsy. Four ministries, including the inte- 
rior ministry which oversees the police, will 
be jointly controlled by three political 
groups—the Democratic Opposition of Ser- 
bia, as the pro-Kostunica coalition is known; 
Mr Milosevic's Serbian Socialist Party, which 
may now claim to have disowned its foun- 
der; and the Serbian Renewal Movement, 
run by a maverick, Vuk Draskovic. No less 
messily, Mr Marjanovic will remain prime 
minister for the time being, but all his deci- 
sions will be subject to the agreement of two 
deputies from the anti-Milosevic camp. 

Confusion only deepened when Mr 
Kostunica paid an ice-breaking visit to Mon- 
tenegro on October 17th, only to hear that its 
rulers, while relieved to be shot of Mr Milos- 
evic, are still bent on loosening ties with Ser- 
bia. They are therefore unwilling to send rep- 
resentatives to a federal government. 

As the euphoria that followed Mr Kos- 
tunica's triumph has died down, disap- 
pointment has grown among his. supporters 
over the cautious way he is moving to wrest 
real power from the old regime. And people 
who know the old guard well, such as Marko 
Nikovic, a former Belgrade police chief, are 
advising the new incumbents to speed up 
their efforts to consolidate power. “Negotia- 
tions between the democratic alliance and 
the police will have to start soon, or the po- 





The European Union 


All in accord—on procrastination _ 


BIARRITZ 


The EU countries have made little progress in changing the way their club. 
works—a prerequisite for bringing in new members 5 


OX relief for pain is distraction. So for- 
give the leaders of the European Union, 
meeting recently in the French Basque resort 
of Biarritz, for their hand-wringing over the 
-Middle East. Forgive them, too, for the wel- 
come they gave to Vojislav Kostunica, 





` EURO 


lice will start co-operating with the old а 
thorities," he declared this week. | 
As for the army, its staunchly pro-Milos- 
evic commanders have grudgingly accepted. 
that there has been a charge of president. 
but they seem glued to their seats. Rade Mar 
kovic, the head of the ex-president's secre 
service, has not left his desk either. Nor are 
the "official" security forces the only arme 
groups in Serbia biding their time and con 
sidering how to protect their interests in th 
new political climate. According to Mr Ni- - 
kovic; the dramatic fall in armed robberies, 
car thefts and criminal shooting incidents ө 
that has followed the change of regime | 
should not be interpreted too optimistically. | 
Onthe contrary, he says, the lull is a sign ofa 
“regrouping” in the underworld as its bosses . 
consider whether it can survive or ëvel 
flourish in a post-Milosevic world. | 
Thecriminal nature of the Yugoslav state . 
may present Mr Kostunica with one of his - 
biggest difficulties. A law professor whi 
lives modestly, he is one of the few public fig 
ures in Belgrade untainted by association | 
with criminals. Most prominent politicians, 
including some of the liberals who ran his. 
election campaign, have at least a passingac- 
quaintance with the underworld. 5 
— Can the new president maintain hisim- 
age as Serbia's Mr Clean, when so many oth: 
ers, including his closest allies, have compro- 
mised-—and іп a country where criminals 
may take ruthless revenge if they аге. 
squeezed? That question may prove muc 
more difficult than quelling football riots oi 
concocting odd political coalitions. |... 




















































brand-new president of a Yugoslavia that 
not so long ago was being bombed by Eu 
rope's air forces as well as America’s. Afte 
all, the ev is not simply posturing: it is the 
largest donor to the Palestinian Authority. 
and has promised to pay the lion's share of. 
Balkan reconstruction. Indeed, at Biar- 
ritz the European commissioner for 
external relations, Chris Patten, an- 
nounced €200m i$172m) іт ете 
gency aid for Serbia to give a “breath 
ing-space” to Mr Kostunica, whi 
deftly declared himself ready notonly: 
to abide by the Dayton. accords an 
UN resolutions, but even to get rid of 
the name Yugoslavia. 
But, these and other distractions 
aside (the leaders even found time to 
talk about petrol prices and а ма у 
charter of fundamental rights ), are thi 
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Eu's underlying troubles as painful as ever? 

The essential difficulty is both long- 
standing and obvious: if a club of 15 mem- 
bers is to double in size, mainly by accepting 
newcomers from the old Soviet block, it 
must reform a rule book that has changed 
little since the Union started four decades 
ago with just six members. That boils down 
to four issues: an extension of majority vot- 
ing (and so a curb on the use of national ve- 
toes); a reweighting of the votes between big 
countries and small ones to give the big ones 
more clout; a more efficient commission, the 
body that acts as the Eu's executive and in- 
spirer of legislation; and a willingness to al- 
low somegroupsof members to move ahead 
faster than others if they so wish—“en- 
hanced co-operation", in Euro-speak. 

The problem is that in the process some 
existing members are likely to be hurt more 
than others—and the devil is in the detail. As 
host at the summit—France holds the eu’s 
rotating presidency until the end of the 
year—President Jacques Chirac was keen to 
put a jovial gloss on things. So, too, his for- 
eign minister, Hubert Védrine, and his min- 
ister for Europe, Pierre Moscovici. Dinner for 
the assembled dignitaries. said Mr Chirac, 
had been “particularly warm, united and 
open". Progress, said his ministers, had been 
real. For example, the leaders were willing to 
move to majority voting in around half of 
the 50-odd areas where France believed 
unanimity need no longer be essential. 

On theother hand, they would say that, 
wouldn't they? While Mr Chirac spoke of 
"warmth", politicians from smaller nations 
bristled at what they saw as French bullying, 
not least after Mr Chirac warned them that 
they were imperilling enlargement. 

Maybe they are. The view of France, Ger- 
many, Britain, Italy and Spain, the ки “big 
five”, is that the existing commission of 20— 
two for each big country, one for each small 
one—is already unwieldly. If every country 
in an EU of 27 or more had a commissioner, 
paralysis would ensue. The solution, say the 
French,is tocap the number of commission- 
ers at, say, 12, chosen by rotation. 

What may make sense to big countries, 
however, can look dangerous to small ones. 
They see their individual commissioners as 
guarantors that they will be heard, and they 
see a smaller commission as a weaker one— 
which would mean a Union ever more 
dominated by the big nations. 

They havea point. Yet, as things stand, it 
isthe small nations that have disproportion- 
ate power through a voting system of “quali- 
fied” majorities that allows just four small 
countries to gang up with a single big one to 
block £u action. Luxembourg, with about 
400,000 people, has two votes; Germany 
with over 80m, has ten. For the moment, the 
discrepancies may not matter since, as Mr 
Chirac noted, the Union's policy divisions 
are rarely between big and small. But that 
could change as the Union expands to take 
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in the countries of Central Europe. 

Atsome point, several bargains will have 
to be struck. Perhaps a reweighting of votes 
which favours the big countries could be 
made more appealing to all by coupling it 
with a "double majority" provision: policies 
would need to be approved by a majority 
both of members and of population. But 
France would rather not weaken the strength 
of the big countries. On the other hand, the 
French are equally reluctant to give Ger- 
many the pride of place it would merit by a 
simple adjustment for population—putting 
its voting tally above any other country's. 
Perhaps, too, the size of the commission 
could be solved by a two-tier arrangement of 
senior and junior members. And perhaps a 
veto by several countries, rather than just 
one,could balance the fear that the members 
of "pioneer" groups, as Mr Chirac has called 
them, might keep others out for ever. 

In the event, nothing much was decided 
at Biarritz. Plainly, different countries still 
have different priorities. The British, for ex- 
ample,are determined not to surrender their 
national veto on matters of tax and social se- 
curity. The Biarritz gathering was just one 
event in the haggling that will go on at least 
until the last hours of the grand summit in 
Nicein December. 





France 


Power play 


PARIS 


F NOBODY is indispensable, Lionel Jos- 
pin, prime minister of France's Socialist- 
led coalition,can surely cope with the depar- 
ture on October 18th of Martine Aubry, for 
the past three years his minister for employ- 
ment and social “solidarity”. After all, she 
had given him fair warning: for a whole year 
she had been signalling her intention to re- 
sign in time to campaign to be elected mayor 
of Lille next March. 
All thesame,it isa knock. The ministry of 
employment, with its scope over health, too, 








Aubry made way for her rival and pal, Guigou 


is probably the most important in the gov- 
ernment. And Mrs Aubry has consistently 
been one of France’s most popular politi- 
cians, at least with the public if not with 
some of her colleagues. Moreover, she is the 
fourth heavyweight to leave the cabinet in 
the past year. Can Mr Jospin, hoping that an 
effective government will propel him to the 
presidency in the spring of 2002, afford such 
painful losses? 

Arguably, the departure of Mrs Aubry, a 
Socialist of the old school, upsets the balance 
of government. She is also the daughter of 
Jacques Delors, a former Socialist minister 
who went on to run the European Commis- 
sion in Brussels for ten years.On the right, the 
finance minister, Laurent Fabius, a Socialist 
of the new, business-friendly school, will 
look stronger. On the other hand, Mrs Au- 
bry's departure deprives the right of an easy 
target. It is thanks to her that French workers 
are having their working week cut from 39 to 
35 hours with no loss of pay—a formula that 
upsets the bosses because of its cost (and at 
times annoys the unions too, because the 
trade-off is more flexible working practices). 

It is also thanks to Mrs Aubry’s opposi- 
tion that a proposed reform of French un- 
employment insurance, agreed on by the 
bosses and some of the unions after six 
months of wrangling, has almost come to 
grief. Mr Jospin stepped in, last weekend, to 
save the scheme. As Ernest-Antoine de Seil- 
lière, head of the bosses’ organisation, 
Medef, waspishly commented, “Business- 
men will not be getting out their handker- 
chiefs” over Mrs Aubry’s departure. 

That is probably not the main reason, 
however, that Mr Jospin feels relaxed. It is, 
rather, that he is replacing one heavyweight 
atemployment with another. Elisabeth Gui- 
gou, simultaneously a friend and a rival of 
Mrs Aubry within the Socialist Party, has 
been an impressive minister of justice, 
strengthening the independence of the judi- 
ciary and remaining pointedly aloof from 
the corruption scandals that tarnish French 
politics. Her promotion underlines Mr Jos- 
pin’s commitment to put women in big jobs, 
as does his surprising choice as justice minis- 
ter of Marylise Lebranchu, 
who was the junior minis- 
ter for small business and 
consumer affairs. To re- 
place Mrs Lebranchu, Mr 
Jospin has plucked Fran- 
cois Patriat from parlia- 
ment's backbenches—an- 
other shrewd decision, 
given that Mr Patriat, a 
farmer's son who last year 
devised a formula that suc- 
cessfully calmed France's 
game-shooters, has good 
countryside connections. 

So what next? In order 
to make his expected presi- 
dential bid in 2002, Mr Jos- 
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pin may well step down beforehand as 
prime minister. That might leave the way for 
Mrs Aubry, having consolidated her base in 
Lille, or indeed Mrs Guigou, who hopes to be 
mayor of Avignon in March while remaining 
aminister, to be prime minister in his stead. 

Should Mr Jospin then fail to become 
president? It would be odd if Mesdames Au- 
bry and Guigou did not have presidential 
ambitions of their own—to be revealed, no 
doubt, when the time is ripe. 





Austria 


People's choice 


ERHAPS it helps if foreigners are rude to 

you. In the first electoral test of Austria's 
right-wing coalition since it came to power 
last February, Chancellor Wolfgang Schüs- 
sel's centre-right People's Party has chalked 
up its best result in years. In regional elec- 
tions on October 15th in Styria, one of Aus- 
tria's nine provinces, it romped home with 
47% of the vote, 11 points more than it won in 
the regional elections five years ago. But the 
far-right Freedom Party, whose admission 
into the government prompted Austria's 14 
fellow members of the Eu to give the country 
a diplomatic cold shoulder, saw its support 
in the province slump by a third, to 12%. This 
represents the Freedom Party's worst set- 


BERLIN 


FTER ten years of being one city again, 
is Berlin at last going to act asone?Ger- 
many’s reunified capital still revels in the 
duplicated cultural accoutrements of the 
two cities it once was: it has three opera 
companies, four municipal theatres, eight 
orchestras, including the great Berlin Phil- 
harmonic, and more than 140 museums. 
These are all owned and financed by the 
city council, since, under the German con- 
stitution, culture is the responsibility of the 
individual states (of which Berlin is one), 
not the federal government. But this cul- 
tural cosseting is something Berlin’s 3.4m 
inhabitants can now ill afford. 

Earlier this month, Christoph Stolzl, 
Berlin’s minister for cultural affairs, an- 
nounced plans to merge two opera compa- 
nies, the Deutsche Oper in the westand the 
Staatsoper in the east, with expected an- 
nual savings, after some five-to-ten years, 
of DM20m ($8.7m). In comparison with the 
city’s total arts budget of DM1.5 billion, if all 
federal subsidies are included, the sum is 
not huge. But the proposal, which will 
mean laying off a quarter of the 266 musi- 
cians and a fifth of the 184 singers con- 





Berlin’s bitter Kulturkampf 


back since Jörg Haider took over the party 
leadership in 1986. Might the Freedomites 
now consider abandoning the governing co- 
alition,so depriving Mr Schiissel of the chan- 
cellorship? 

The demagogic Mr Haider, whose party 
won 27% of the national vote—and 29% in 
Styria—in the general election a year ago, im- 
mediately blamed Mr Schiissel’s lot for his 
party’s wretched showing. He accused them 
of hogging all the glory for the government’s 
popular decisions, while leaving the Free- 
dom Party to take responsibility for painful 
spending cuts, tax increases and public-sec- 
tor job losses. “Either the People’s Party 
works together with us fairly or this coalition 
will cease to exist!’, Mr Haider thundered. 

In truth the Freedomites are paying the 
price for switching from being a party of 
protest to a party of government in a co- 
alition that blurs some of the differences be- 
tween the two parties of the right. Mr Haider 
has no interest in forcing new elections now. 
His party, which was attracting some 33% 
support when it first joined the government 
nine months ago, has since seen that fall na- 
tionally to around 22%, according to the 
opinion polls, well behind both the Social 
Democrats with just under 30% and Mr 
Schiissel’s People’s Party, which registers a 
couple of points more. The Freedomites are 
also expected to fare badly in Vienna’s city 
council election early next year. If Mr Haider 
pulls the plug on the government now, he 
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could find himself doomed to a lifetime in 
opposition, since few would trust him again 
as a coalition partner. 

Nor does the controversial Mr Haider, 
who stepped down officially as party leader 
in May, admit to any interest in reassuming 
that post himself, despite vociferous calls 
from his followers in the provinces. “If I were 
to act as party chairman again, the Freedom 
Party would never mature,” he said this 
week. But that is not the real reason. The dis- 
mal Styrian result has in fact reduced his 
room for manoeuvre. For the moment, it 
makes sense for him to sit tight as governor 
of the southern province of Carinthia, as he 
says he intends to do until the next general 
election, due in 2003. From there he can con- 
tinue to make the odd inflammatory remark 
toshow he still exists. 

Meanwhile, despite some sharp-sound- 
ing criticism from Susanne Riess-Passer, the 
official Freedomite leader and Austria's vice- 
chancellor, the governing coalition is hold- 
ing up well. On October 17th, the two co- 
alition partners approved a tough two-year 
budget, hailed by Mr Schüssel as the “centre- 
piece of the government's action”. It seeks to 
balance the budget by 2002 after a deficit 
equivalent to 2.5% of Gor last year. "Weenjoy 
excellent co-operation ат national level," 
says Mr Schüssel cagily of his coalition part- 
ners. "Our relationship is built on trust and 
remains unchanged.” Until the next hiccup. 








cerned, marks the first real attempt 
to streamline the city's performing 
arts. 

For 40 yearsafter the war, West 
Berlin, a democratic island in the 
midst of East Germany's commu- 
nist sea, lived happily off fat and 
varied federal subsidies that ac- 
counted for half its total spending. 
After unification, these stopped. 
Yet Berlin continued to live above 
its means, accumulating debts of 
DM6o billion. Financial crisis ensued. Since 
1995, Berlin's срр has shrunk almost every 
year, while its unemployment rate has 
risen to 18%. This year the city will be able to 
cover barely 40% of its DM41 billion budget 
from its own tax revenues. Yet, apart from 
closing a small theatre seven years ago, it 
has done nothing to lighten the cultural 
burden. 

A year ago, Christa Thoben began 
what she declared to be her “dream job” as 
the capital’s culture minister. Four months 
later, she resigned, angrily denouncing the 
financial chaos she had found. The federal 
government, which subsidises arts in the 


Just one singer per horse, please 

















capital to the tune of nearly DM5oom a 
year, had long deplored the situation. 
When, earlier this year, Michael Naumann, 
the federal culture minister, insisted on at 
least being informed where his ministry’s 
money was going, he was told curtly not to 
“encroach on the city’s sovereignty”. 

Mr Stólzl, a former museums director 
not hitherto known particularly for his 
thriftiness, was brought in last April to sort 
things out. This, his first proposed reform, 
may sound meagre. But in comparison 
with the past, it marks a bold step—and 
could herald a far-reaching overhaul of the 
impoverished capital’s cultural scene. 
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^ populist touch who leads an alliance 
4: of the right. Compared, inevitably, to 


well-known journalist. 


parliament in 1985, for the Radicals, a 
. small party of the centre-left. He was a 
‘pacifist. Then he joined the Greens. He 
“was minister for all ofaday in 1993, but 


тет Socialist prime minister, for cor- 


of Rome a few months later, and won 
: office again in 1997, with a record 60% 












the heart of old Rome, Francesco Rutelli takes you to a little 
balcony at the back. Down below, the ancient forum, with its tem- 
ples and colonnades and courtyards, spreads out towards the the 
Colosseum. Here, a mere 2,000 years ago, strolling Romans dis- 
cussed the business of the empire. Mr Rutelli, the city's mayor, 15 
proud that this majestic swathe of history falls within his domain. 
But these days he has reason to be still more excited. Running one 
of the great capitals of the world is one thing. If things go well, by 

nextsummer hecould be running thecountry. 
А month ago, stuck well behind in the polls, Italy's quarrel- 


7 some coalition government of the left, which has had three prime 
ministers in four years, decided that the only chance of staying in 


power was to pick a tall, handsome, energetic figure to trump Silvio 
Berlusconi, a media magnate with a 


both Bill Clinton and. Tony Blair, Mr 
Rutelli comes. from a well-to-do Ro- 
man background, has charm, brains, a 
nice family and a tough wife who is a 


Now. a vouthful 46, he entered 


resigned when parliament refused to 
investigate the late Bettino Craxi, a for- 


ruption (for which he was later con- 
victed). Mr Rutelli was elected mayor 


of the vote in the first round. 

By general assent, he has been a 
good mayor. He has sold off public as- 
sets, promoted schemes to pep up lo- 
cal business, and told Romans to park 
their cars nicely in proper spaces 
which—to general surprise--they 
have done. In 1998, the prime minister 
of the day, Romano Prodi, asked him 
to oversee the jubilee of the Catholic 
Church in 2000, and cater for millions of pilgrims. Mr Rutelli's en- 
ergy, and perhaps his education by nuns, helped him to get on 
with the Vatican. The millennial celebrations have gone well. 

The latest opinion polls offer mixed omens. Mr Rutelli is more 
popular, today, than Mr Berlusconi. Yet most Italians say they will 
vote for the right. Mr Rutelli has barely six months, and conceiv- 
ably less, if an election is called earlier, in which to use his own 
charms to lift the prospects of the left. 

His priority is to give the left at least a veneer of unity. “When 
the current government was being formed,” he moans, “a delega- 
tion of 17 party leaders [on the centre-left] went to see the president! 
Can you believe it? Seventeen! That’s more than a rugby team.” 
The present coalition of the left has been exceptionally fractious— 
not surprisingly, since it embraces Greens and Catholics, liberals 


|j and Marxists, ex-communists and free-marketeers. Мг Rutelli 
now belongs to the Democrats, a small party founded barely a 


year ago by Mr Prodi. Several notable vote-winners with small 
parties may or may not back him, including Emma Bonino and 

















Francesco Rutelli, Italy's would-be prime minister 


A SOON as you walkinto hisoffice on the Campidoglio hill, in 


her Radicals, and the followers of a former star anti-corruption 
prosecutor, Antonio Di Pietro. Under Italy's currentsystem, midg- 
ets can make a difference. They backed Mr Prodi in i996, sunk him 
in 1998, backed his successor, Massimo D'Alema, then dumped 
him too. They helped pick the present prime minister, Giuliano 
Amato,only to plump for Mr Rutelli as the left's candidate instead. 
Only a fool would count on their loyalty. 

It is when you try to pin Mr Rutelli down on specific policies 
that his ebullience begins to evaporate. “Once I am officially ap- 
pointed [оп October 21st] lexpectall parties to send me their views 
on three pages,” he says breezily. “Then I'll sum them all up, and 
we'll go from there. We'll have a one-page programme. Maybe 
even a five-line programme.” Pressed for detail, he trots out the 
usual platitudes about investing in technology, speeding up pri- 

vatisation, helping the poor south, 
fighting unemployment, and so on. It 
is all terribly vague. 

And campaign cash? “There will 
be many private contributors and 
some big donors...but I can’t reveal 
their names. Let's say they are rich 
business people, who don't like the 
idea of Mr Berlusconi in power." As 

. with policies, it sounds a bit fuzzy too. 

Mr Rutelli says he will be off on a 
nationwide tour. He is a whizz on the 
Internet. And he is keen to sign up 
Stanley Greenberg,oneof Mr Clinton's 
cleverest pollsters. “It was he who sug- 
gested Al Gore's big kiss with Tipper at 
the Democrats’ convention,” Mr Ru- 
telli confides approvingly. 

Mr Berlusconi’s people chuckle at 
the choice of an American adviser— 
and sneer at Mr Rutelli’s lack of na- 
tional policies. Yet they also seem quite 
rattled by him. “I am no communist, 
and I'm nota man of the past,” he says. 
"They find that hard to handle...They 
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are immature. Mr Berlusconi tells а 
pack of lies. He cannot possibly bring 
taxes down by 11-15%. That would re- 
duce revenue by 220,000-330,000 bil- 
lion lire [$97 billion-146 billion]" 

Mr Rutelli is pretty rude, too, about the once-separatist North- 
em League's Umberto Bossi, who is yet again Mr Berlusconi's ally. 
“He is a bigger problem than [Austria's Jörg] Haider. He says worse 
things. Let's not forget he went to see [Slobodan] Milosevic in Bel- 
grade at the time when he was using human shields." But Mr Ru- 
tellisays that Italy should not be treated as a pariah, as Austria was, 
if the right, with post-fascists as well as maybe-separatists on 
board, were elected. "Those are internal problems." | 

Perhaps Mr Rutelli's biggest problem is that, novel and attrac- | 
tive as he is to many Italians, the cluster of interests behind him 
smells very much of theancien régime of the left. The same people 
once appointed by the left to run state companies are popping up 
as heads of partially-privatised ones. The same trade unionists still 
back the left—and block labour reform. The same fierce lobbies 
that would cheer Mr Rutelli, be they teachers or civil servants, tend 
to resist the market reforms that he says he supports. Does Mr Rut- 
elli see the dilemma? He smiles blandly. First he must get elected. 
Then Italy can see what he can do. It is all quite a punt. | 
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Another crash, another crisis 


Yet another fatal accident has thrown Britain's rail system into disarray 


FTER three fatal crashes in three years, 
the safety of Britain's railways is causing 
increasing disquiet. Privatisation was in- 
tended to herald a golden age of increased 
investment, new rolling stock and a moder- 
nised railway. But now it is increasingly ac- 
cused of trading safety for profits. Rail bosses 
protest in vain that the number of rail acci- 
dents has fallen since privatisation. What 
sticks in the public and media mind is that 38 
people were killed in crashes at Southall in 
1997 and Paddington in 1999. 

Now, little more than a year after the 
Paddington crash, there has been another fa- 
tal accident. In the latest crash, four people 
were killed and 34 were injured, four of them 
seriously, when a Great North Eastern Rail- 
way (GNER) train came off the rails near Hat- 
field in Hertfordshire. At the time, the inter- 
city express was going into a bend travelling 
at usmph, the maximum for that stretch of 
line. The rear eight coaches came off the rails. 
Most of the deaths and serious injuries oc- 
curred in the overturned buffet car. 

The safety record of Railtrack, the com- 
pany responsible for the track and signals of 
Britain's railways, has left it vulnerable to 
charges of negligence. In the aftermath of the 
Hatfield crash, Gerald Corbett, its chief exec- 
utive, offered his resignation, although it was 
turned down by the Railtrack board. Only 
two months ago Tom Winsor, the govern- 
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ment-appointed rail regulator, formally 
warned that the company was in breach of 
its operating licence because of its failure to 
tackle a 21% rise in the incidence of broken 
rails since 1997. The chief railway inspector 
said in his last annual report that there was 
“evidence of basic failures to maintain the 
track in a safe condition.” 

The inquiry into the accident will focus 
on the state of the track on the stretch where 
the train crashed. Railtrack has already ac- 
knowledged that it was wholly unaccept- 
able and due for replacement. Intensive use 
by heavier new trains may have contributed 
to the disaster. The track, however, had been 
inspected and passed by safety experts the 
day before the accident. Speed restrictions 
have now been imposed throughout the 
country on any section of track with similar 
high-speed bends. 

Mr Corbett’s resignation was rejected 
partly because, as one of the injured survi- 
vors of the Paddington crash put it, it is hard 
to see how changing management will ad- 
dress the systemic problems in the rail sys- 
tem. But public confidence in rail safety, al- 
ready at a low ebb, has been further shaken. 

Just a week before this latest accident, 
Mr Corbett told a private seminar that Rail- 
track faced serious problems. He acknowl- 
edged that track quality had deteriorated 
since 1994, but blamed this on decades of 





under-investment in the nationalised sys- 
tem. There had been, he said, a dramatic de- 
terioration in the period leading up to pri- 
vatisation. Safety, he claimed, had improved 
since then, pointing out that the number of 
train accidents had fallen to a record low. He 
also noted that the incidence of broken rails 
was down by a third compared with the 
same period last year. Mr Corbett was criti- 
cal of what he described as “showboat regu- 
lation”, saying it had served mainly to raise 
the cost of raising capital. But he acknowl- 
edged that Railtrack faced serious problems 
in improving its performance. “I don’t be- 
lieve”, he said, “there is any company in the 
FTSE-100 that faces such a testing agenda.” 

There is now likely to be yet another 
public inquiry into this latest fatal accident. 
The inquiry into the Paddington crash, 
headed by Lord Cullen, has still to report. But 
it is expected to be strongly critical of Rail- 
tracks management In winding up 
speeches to the Paddington crash inquiry, 
counsel for the victims said the company 
presided over “a lamentable picture of iner- 
tia, ineptitude and incompetence.” 

It is not just Railtrack’s reputation that is 
at stake. The Health and Safety Executive's 
rail safety inspectorate, which has overall 
responsibility for rail safety, is also in the fir- 
ing line. The missed red signal which led to 
the accident at Paddington had been in- 
spected and approved by the inspectorate 
barely seven months before the accident. Its 
chief inspector, Vic Coleman, admitted to 
the inquiry that his officials were so over- 
worked that they had not been able to carry 
out their job properly. He also acknowl- 
edged that the lines of responsibility for 
safety had become less clear. 

The fragmentation of the railway post- 
privatisation into 25 train operators with a 
single monopoly track provider has cer- 
tainly not helped rail safety. Mr Corbett has 
complained that he has to deal with more 
regulators than any other privatised indus- 
try. The key responsibility for ensuring rail 
safety is exercised by the Health and Safety 
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Executive. But others with responsibility in- 
clude the Strategic Rail Authority and rail 
regulator, as well as Railtrack itself and the 25 
train operating companies. 

Another post-privatisation issue that 
may well have affected safety is the railways’ 
very success. Train operators are now run- 
ning more than 1,000 extra services every day 
compared with the last year before privati- 
sation. Passenger numbers are up by 30% 
(despite the crashes) and freight movement 
by 33%. The network is seriously congested, 
with at least 25 congestion points that will 
need large investments. Railtrack is under 
pressure from train operators to open up 
new paths, to minimise time for repairs and 
to speed up train schedules. The public has 
yet to face up to the fact that there is a trade- 
off between speed, growth and safety. 

Britain’s railways are less safe than their 
European counterparts. According to the In- 
ternational Union of Railways, Britain has 


0.36 deaths per billion kilometres compared 
with Italy's 0.10, France's 0.27 and Germany's 
031. In Japan not a single passenger has been 
killed on any express line since its 17отрћ 
Shinkansen high-speed trains began op- 
erating in 1964. This sort of record can be 
achieved only on dedicated, intensively 
maintained track designed for high-speed 
operation. Britain's mixed railway in which 
express trains share the same track with 
freight and slow local trains inevitably in- 
volves more risk. 

A sense of proportion is also useful. On 
average, ten people die on the roads every 
day in Britain, more than twice as many as in 
this week's rail crash. The average road jour- 
ney is five times as dangerous as a train ride. 
Yet the amount of time and public resources 
devoted to road deathsis tiny in comparison. 
The public is right to be concerned about the 
safety of rail, but it should not forget that it 
remains one of the safest forms of travel. 
— | 





Social exclusion 


Toxic waste 


THE CLARENCES, TEESSIDE 


An isolated community on Teesside exemplifies the problems of social 
exclusion that the government has pledged to solve 


N THE 1920s, Teesside suffered severe un- 

employment and deprivation. But the 
new MP for Stockton, and future Conserva- 
tive prime minister, Harold Macmillan, con- 
soled himself that these problems would be 
ameliorated by the arrival of alargechemical 
firm, which became icr. Macmillan was 
right, and at its zenith 1c1 employed tens of 
thousands of people on Teesside. But 
throughout the last few decades Teesside’s 
chemicals industry, along with shipbuilding 
and steel, haemorrhaged jobs. The sort of de- 
privation which appalled Macmillan when 
he went north to Stockton once again blights 
areas like the Clarences, a small community 
of around 1,000 people on the 
north bank of the Tees. 

The Clarences—the collec- 
tive name for Port and High 
Clarence—is a belt of tidy- 
looking residential streets, 
though a closer inspection re- 
veals that many of the houses 
are boarded up. Three-bed- 
room semi-detached houses 
are on sale for £7,000 ($10,200). 
The odd frame of the Middles- 
brough Transporter bridge 
looms above the town. 
Opened in 1911, the bridge was, 
and for some still is, the pride of 
Teesside. But to outsiders the 
Transporter (which isa moving 
platform, rather than a fixed ^. 
link) now looks like a creaky 
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relic, just as the industries whose power it 
symbolised have waned. On its other sides, 
derelict land and disused industrial plants 
encircle the Clarences. 

Unemployment in the Clarences (much 
of it long-term) is more than four times the 
national rate. There are five times more sin- 
gle-parent families than is the average na- 
tionally. Loan sharks, charging extortionate 
rates of interest, thrive. There is a high inci- 
dence of heart and respiratory disease, as 
well as drug taking. Because the community 
is small, the crime rate is not as high as in the 
inner cities. But in a local pub, one grand- 
mother mentions that she has just caught 
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Teesside's bridge of sighs 


her heroin-addicted grandson breaking in to 
steal her pension book. 

As well as these grave but unexceptional 
problems, the Clarences also suffer a pecu- 
liar kind of isolation. It used to be connected 
to Billingham via the intervening town of 
Haverton Hill, but fumes from the local fac- 
tories polluted Haverton Hill so severely that 
20 years ago it was demolished, turning the 
Clarences into a kind of artificially created 
village. The community has very poor ame- 
nities of its own: a few, infrequently open 
and badly stocked shops, and no chemist 
(though there are three dilapidated pubs). 
The local primary school is impressively 
dedicated, but there is precious little for chil- 
dren to do. And the superior amenities of 
Billingham and Stockton are inaccessible to 
many residents: car ownership is low, and 
bus services irregular. The Transporter 
bridge is often closed, and in any case, the 
Clarences' residents say that the shops in 
central Middlesbrough—itself pretty de- 
pressed—are too expensive. 

According to Macmillan’s memoirs, his 
1935 election victory in Stockton proved that 
“the electors in the depressed areas were not 
so wedded to Socialism as to be unwilling to 
listen to reasoned argument.” Reasonable or 
not, this is now a solidly Labour constitu- 
ency, and is precisely the sort of area Tony 
Blair’s Social Exclusion Unit was established 
to regenerate. Labour ministers have consis- 
tently tried to argue that the notion of a 
“north-south divide”, where the north of 
England suffers graver deprivation than the 
south, is illusory. They have recently been 
touting the achievements, or at least the sta- 
tistics, of their war on poverty. 

But the Clarences suggests that tackling 
“social exclusion” will be difficult if not im- 
possible in some cases, and that the ex-in- 
dustrial heartlands of the North-East (which 
has the highest unemployment rate of any 
region in Britain) suffer their own peculiar 
hardships. The town has been affected by 
several of the government's regeneration ini- 
tiatives: it has received some cash from the 
Single Regeneration Budget, 
and is part of a Health Action 
Zone. But securing money has 
proved a lengthy and bureau- 
cratic process. Government 
policy is also sometimes too 
blunt an instrument to cope 
with the problems of such 
small communities: because 
the Clarences is part of a bet- 
ter-off ward, it has received 
less attention than it deserves. 
The residents feel badly served, 
by both local and central gov- 
ernment. The Millennium 
Dome in London, on which the 
government has lavished hun- 
dreds of millions of pounds, is 
not popular in the Clarences. 

Successful regeneration 
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initiatives have on the 
whole originated within 
the community. A chil- 
dren's farm has brought in 
some visitors, though it has 
been prone to flooding. The 
activism of two local nuns, 
and the work of the North 
Tees Community Health 
Council (cuc), means that 
a currently defunct com- 
munity centre is due to re- 
open soon, providing, 
amongst other things, regu- 
lar medical services: previ- 
ously a doctor only visited 
for two half-hours a week. 
What the community 
needs most, of course, is steady jobs; other- 
wise, as Tony Garrett of the cuc says, refur- 
bishment is merely “gilding poverty”. Busi- 
nesses which also enabled people to spend 
more of their money locally would be best. 
Space for shops in the new community cen- 


Under the hammer 


OTHEBY'S (founded 1744) and Chris- 

tie's (founded 1766), the world's two big- 
gestauction houses, area peculiarly British 
success story. They have helped turn Lon- 
don into the centre of the international art 
market. In recent years, they have been 
taken over from abroad: Sotheby's by 
Americans in 1983, Christie's by a French 
tycoon, Francois Pinault, in 1998. But they 
remain crucial to the London art market, 
and toa high degree under British manage- 
ment. So what is going on before a grand 
jury in New York cannot be wholly dis- 
owned. In the latest act of a courtroom 
drama, played out behind closed doors, it 
seems that Christie's British executives 
have become vital to the chances of Amer- 
icas Department of Justice bringing 
charges against Alfred Taubman, the 
American proprietor of Sotheby's. 

Itwas Bishop Berkeley who declared in 
1731: “An argument between divines pro- 
ceeds like this. It is so. It is not so. It is so. It is 
not so. It is so.” So it is now between Mr 
Taubman and Diana Brooks, his chief ex- 
ecutive at Sotheby's from 1993 until Febru- 
ary 2000. Mrs Brooks pleaded guilty in New 
York earlier this month to conspiring Ше- 
gally with Christie's to fix charges for sellers 
in 1995. She told the judge that she had 
taken orders from Mr Taubman. Mr Taub- 
man promptly and vehemently denied it. 
His spokesman declared: “We believe that 
Mrs Brooksis lying to save her skin and that 
she has a clear motivation for doing so." 
This is one person's word against another; 
and leaks from the lawyers make clear that 
there is only one way out. It is to summon 
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tre offers some hope; the 
centre will also offer the 
chance for locals to acquire 
computer skills. The gov- 
ernment is establishing an 
“Employment Zone” in the 
area. But given its unpro- 
mising location, the Clar- 
ences will probably always 
be heavily dependent on 
public subsidies. 

This catalogue of woe 
provokes the question why 
the inhabitants of the Clar- 
ences stay there, as in large 
part they do. Many of them 
do not have much choice. It 
is difficult for people living 
in public housing (a majority) to move, and 
as Sister Imelda Poole says, many of them do 
not have the wherewithal and the confi- 
dence to uproot themselves. A recent report 
from the Joseph Rowntree Foundation, a 
think-tank, stressed the problem residents 


the senior ranks of Christie’s from London 
and ask them on oath: did you talk secretly 
to Alfred Taubman or not? 

Mrs Brooks faces a maximum penalty 
of three years in prison, and a large fine. 
The senior ranks of Christie's might also 
have risked imprisonment, but for a clause 
in American law that allows the first con- 
fessor in a corporate conspiracy to get off 
for free. It was Christie's that rushed first to 
the Department of Justice. It acted after its 
ousted chief executive, Christopher Da- 
vidge, voluntarily tumed in papers to his 
successor which, according to a Christie's 
statement, "possibly" incriminated him- 
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of deprived estates face in overcoming their 
areas’ reputations, which chimes with Sister 
Imelda’s lament that the Clarences has a 
"reputation which just won't die". 

Its residents have developed a reciprocal 
suspicion of outsiders. A stranger calling at a 
local pub received a sceptical welcome: 
“Whatever you want,” he was told, “we ain't 
got nowt.” A timid request to speak to the 
landlord was met with a curt reply: "He's in 
bed,drunk." 

But the main reason why people stay is 
that they want to. Macmillan admired the 
ironic optimism with which the worst slum 
in Stockton was known as "Paradise Row". 
The same sort of defiant pride prevails in the 
Clarences. As John McCoy, a local Labour 
councillor, says, the locals’ “grandparents’ 
ramesareon the war memorial, and as far as 
they are concerned this is their home". In the 
late 1980s the council offered the residents a 
chance to be resettled elsewhere. Most 
elected to stay. 

2:2 a E 9 


self, Sir Anthony Tennant (his chairman 
from 1993-95), and his colleagues. 

But while Sotheby's has rid itself of its 
chairman, chief executive and every board 
member associated with its alleged con- 
spiracy with Christie's, not one person on 
the Christie's side has chosen to resign. A 
frozen “по comment" and a public refusal 
to explain anything has been Christie's 

posture since it was granted a 
conditional amnesty last January, as an in- 
centive to confess, Although Christie’s has 
not yet publicly pleaded guilty to conspir- 
acy, its actions appear to speak louder than 
any words. Both Sotheby's and Christie's 
have agreed to hand back $256m each to 
sellers in the United States. 

The whole affair represents a terrible 
descent into the mire for two of the British 
establishment's most respected and aris- 
tocratic corporate names—respected, that 
is, until Sotheby's was caught up in succes- 
sive scandals relating to smuggling, illegal 
exports and now price-fixing. Perhaps the 
firms’ joint misfortune was that they have 
attracted proprietors who regard them as 


N, playthings, and have been run by boards 


with greater talents in snobbery and social 
positioning than in management. 

There have been attempts at change. 
Mr Davidge, for all his present problems, 
was the most able person to run Christie's 
in the 20th century and made brave but 
frustrated attempts throughout the 1990s 
to restructure the business. Sotheby’s, for 
the first time, is trying to build a board 
weighted towards successful executives, 
rather than the usual collection of ambas- 
sadors, aesthetes and duchesses. The case 
for auctioneering to make a fresh start in 
the 21st century seems unanswerable. 
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| E BEATS me. why а тпап of Peter's genius is satisfied to hang 
about doing odd jobs and what not. If I had Peter's brain, I 
should have a stab at being prime minister or something. But don’t 
run away with the impression that Peter is one.of my wealthier 
cronies. He’s dashed hard up, poor bloke, like most fellows in poli- 
tics. We were putting on the nosebag one evening when his misery 
bubbled over. Until then I had no. idea where he lived or how. 
` From what he told me it was a dingy place in south Islington, close 
to King’s Cross and Farringdon Road. He dedicated himself to the 
party but the salary was modest. He worked long hours and had 
nothing to show for it, noteven a decent flat where he could relax 
::andentertain friends. [asked what he had in mind. ©: 
“Oh, a place in Notting Hill is what I would really like,” he said. 
“Butit’s too expensive and there is noone to 
help me.” 
Looking back, Тат not certain whether 
I didn't do the wrong thing at this juncture. 
But I was a good deal moved. I said that fi- 
nancially speaking 1 was in the pink and 
`. that I might be able to assist ifhe wanted me 
чо. Nothing more passed between us that 
evening. But the very next moming the 
knocker got going again with renewed vim. 
1 flung open the door. Well, when 1 say I 
‘flung it, I opened it a matter of six inches, 
- not omitting to keep it on the chain. It was 
Peter. 
“1 say, Geoffrey. Would you really hel; 
mebuy a house?" 

"Of course,” I replied, "if that is what 
you want.” 

Peter soon found a four-storey place in 
Notting Hill. The loan he needed from me had risen to 373,000 of 
the best, but was undaunted. He assured me that his mother'sleg- 
acy would more than cover the obligation. Hater learned that there 
was a housewarming party, and I had not been invited. If this was 
so, it was all right with me. Even in the face of marble-hearted in- 
gratitude, there is nothing of bitterness in Geoffrey Robinson. 

Nor is there anything of absolute Oriental luxury about my 
own flat. But lsuppose I have made myself fairly comfortable. An- 
other cove I had to tea was Gordon Brown. He looked around the 
room, and I could see he wasn’t particularly braced. He scowled at 
the carpet. Presently the hot water ran out and I tumed to Jeeves. 

“More hot water." | 

“Very good, sir.” 




























eyeing us sternly. He tapped Jeeves on the shoulder. “No етуу, 
my lad, no servility.” 

“Tbeg your pardon, sir?" 

“Don’t call me ‘sir’. Call me comrade.” 

“Very вооа, si”. c 

Still sardines and tea mellowed Old Brown. I'm bound toad- 
mit I was appalled to a goodish extent at the way the sons and 
daughters of the Revolution shoved their heads down and went 
for the foodstuffs. Brown promised me some literature on the sub- 
ject of the Cause, and hoped he would see me at one of his little 
meetings. Six months later the Labour Party won the election. Iwas 
astounded when he got in touch and asked me to be a minister in 
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` What ho, Jeeves 


For non-readers of the Daily Mail, where it is being serialised, we abridge Geoffrey Robinson’s 
account of his secret loan to Peter Mandelson, which forced both ministers to resign 





"Hey! What's this?”. Old Brown had lowered his cup and was ` 





just before Christmas 1998, when a monkey wrench was bunged 
into the machinery. 

The hand that flung said wrench was that of Charlie Falconer; 
Out of the blue, this upstart peer, an emissary from Number Ten; 
arrives at the door. Nothing could have exceeded the courtesy 
with which I greeted him. Conceive of my astonishment, there- 
fore, when his only reply was a grunt, and an indubitably unpleas- 
ant grunt at that. “The press have the details of your loan to Peter 
Mandelson and the Guardian will be breaking the story tomor- 
row.” My geniality waned. I explained that I had known Peter for 
20 years and that I believed him to be good for the money. 

I must say I expected my explanation to go better than it did. 
What I had anticipated was that after a few words from myself, 
outlining the situation, there would have 
been roars of jolly mirth, followed by apolo- 
gies and backslapping. He, however, kept 
asking why I should have made the loan at 
all. His inquisitiveness bordered on rude- 
ness. I could not quite see what he was get- 
ting at, unless it was that I had some secret 
purpose for having done a long-standing 
friend a good turn. 

By the time he left, I was a shade per- 
turbed. You couldn't have said that the brow 
was actually furrowed, and yet you couldn't 
have stated absolutely that it wasn't. Per- 
hapsthe word "pensive" covers it. It seemed 
to me that a situation fraught with embar- 
rassing potentialities had arisen. A point 
Falconer kept coming back to was why the 
loan had been kept confidential. Well, that is 
what Peter said he wanted, and the word of 
a Robinson is his bond. Perhaps we should have declared the loan 
when Peter was put in charge of the Department of Trade and In- 
dustry, which happened to be looking into an incident in my ca- 
reer on which I did not care to dwell. I certainly would have de- 
clared the loan if Peter had asked me. But he hadn't. 

Jeeves coughed. "If you will pardon me for intruding the ob- 
servation, sir, I have learned at the Ganymede that Mr Mandelson 
has of late been imparting the impression to various gentlemen's 
gentlemen that the whole idea of the loan—I allude to the loan 
about which Lord Falconer was recently inquiring—was yours. 
There was, sir, almost the implication that you put him up to it." 

` “Арай from astounding me, this revelation had the effect of en- 
gendering a poignant anguish. I mean to say, I always maintain 
that itis by achap’s behaviour on this sort of occasion that you can 
really weigh him in the balance and judge whether he’s got the 
right chivalrous delicacy in him or not. Well dash it all—you can’t 
say that this was not too much to putsomeold iron in the soul. 

Jeeves and І exchanged significant glances. “What ought 1 to 
do, do you think?” 

“If might make a suggestion, sir?" 

“Press on, Jeeves.” 

“Would it not be possible for you to enter the public prints, sir, 
recounting the story from your point of view and emending Mr 
Mandelson's imperfect recollection of the order of events?" 

A rush of emotion filled me. “Jeeves, I said, and if my heart 
shook, what of it? “We Robinsons are human but you stand alone. 
Twish there was something I could doto repay you.” 











his Treasury. As for Peter, | gave по more thought to the loan until 
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Hunting the big one 


The oil industry's urge to merge seems insatiable. But does it make sense? 


T MIGHT be a brilliant strategic move, or it 

might just be over-sized egos talking. That 
is the uncertainty about the news this week 
that Chevron, a bid American oil company, 
will take over Texaco, a rival of comparable 
size. The resulting firm, if blessed by regula- 
tors, would be America's second-largest oil 
producer after Exxon Mobil (itself the pro- 
duct of a recent merger), and the world's 
fifth-biggest private-sector petroleum pum- 
per when measured by revenues. 

Heady stuff, but it is hardly surprising 
that the sceptics question the motives and 
strategies of the bosses involved. After all, 
this is not the first time that Chevron and 
Texaco havecontemplated a union: rumours 
have swirled several times in recent years, 
and last year even saw a firm offer on the ta- 
ble from Chevron. At the time, however, Tex- 
aco rebuffed the advance; now it welcomes 
it. One explanation is the executive egos in- 
volved: Peter Bijur, Texaco’s boss then and 
now, and Kenneth Derr, Chevron's 
former boss, did not fully trust or 
even like each other. Now that Mr 
Derr has retired, goes the argu- 
ment, David O'Reilly, his amiable 
successor, has been able to seal the 
deal. Officials at the firms rush to 
deny this unflattering view, of 
course. “This is absolutely not 
about personalities,” proclaims 
one senior Texaco executive. 

Fine, but even so it looks to 
some as though Chevron may 
have got its timing all wrong. After 
all, the merger frenzy that united 
Exxon with Mobil, and Britain's BP 
with Arco and Amoco, both of 
America, was set off by thecollapse 
of oil prices a couple of years ago to 
a painful $10 a barrel. This week’s 
putative deal has no such catalyst: 
oil prices have more than tripled, to 
over $30 a barrel, and oil compa- 
nies are rolling in money. Indeed, 
some argue that Chevron no longer 
has much reason to seek solace in 
the arms ofa rival. 

Not so, insists John Watson, 
Chevron's chief financial officer. 
“The oil price is not the issue here,” 
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he insists. “Our deal makes sense either 
way.” He claims that the managements of 
the two companies have learned one crucial 
lesson from the "super-majors" phenome- 
non. "We've watched other companies’ syn- 
ergies, and especially their valuations, in- 
crease with size.” 

That is why Chevron is promising to 
wring more than $1 billion-worth of recur- 
ring costs from the merged entity within six 
to nine months. Mr Watson’s explanation 
also points to the underlying motivation for 
this week's deal: share prices. The financial 
markets view the biggest oil companies, in- 
cluding recent combinations, much more fa- 
vourably than the smaller fry, rewarding 
them with handsome share valuations (see 
chart 1). 

This raises an important question: why 
exactly are investors rewarding big oil com- 
panies for getting bigger, especially when, in 
other industries, so many mergers and take- 








overs destroy value for shareholders? 

The immediate responses are predict- 
able, but also true to some degree: if it is su- 
perior, the management of an acquiring firm 
can "sweat" assets that are currently mis- 
managed and cut out overlaps in infrastruc- 
ture; staff can be eliminated to produce extra 
cost savings; and a bigger balance sheet can 
mean access to cheaper capital. However, all 
this is true of other industries too, yet their 
experience with big mergers has hardly been 
encouraging. Study after study across indus- 
tries shows that only a small minority of 
mergers achieve measurable gains, such as 
higher productivity, profits or share prices, 
over the long term. What makes oil so 
different? 

Biggame 

“The game is really about this," argues 
Joe Stanislaw of CERA, an energy con- 
sultancy: "Can I hunt down an ele- 
phant or two? Because peanuts sim- 
ply won'tdoany more—not even 20 0f 
them." Long gone is the heyday of the 
scrappy independent oil producer 
striking black gold in its backyard. 

The action nowadays is in such 
places as the deep waters off West Af- 
rica and in China, where the risks are 
high and the capital costs enor- 
mous—as are the potential riches if a 
huge oil field is discovered. Only well- 
capitalised firms that are big enough 
to afford the time, money and risk re- 
quired to play in this poker game can 
hope to thrive. Because the stakes are 
so high, finding that “elephant” of an 
oilfield has become the industry’s ob- 
session. 

Size carries political clout, too. Al- 
though the attitude to oil mergers 
among America’s antitrust officials 
has turned sour after recent deals, es- 
pecially вр takeover of Arco last year, 
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Chevron may win support 
for its merger from its many 
political friends. Some note 
that having another giant oil 
firm will certainly not hurt 
America's interests in regions 
such as the Caspian, where 
oil and national-security in- 
terests often collide. One of 
George W. Bush's top for- 
eign-policy advisers, Con- 
doleezza Rice, serves on the 
board of Chevron. The first 
response from the Clinton 
administration to this week's merger an- 
nouncement was favourable: Bill Richard- 
son, America's energy secretary, welcomed 
the deal as “positive”. 

The biggest companies' political influ- 
encecan be even greater outside America, as 
recent developments in China show. Any 
oilman worth his salt would love to enter 
China, both to explore its remote expanses 
and to gain a toehold in its booming domes- 
tic market. 

In recent months, the Chinese govern- 
ment has been opening up its energy indus- 
try in fits and starts. Last week saw an initial 
public offering of shares for Sinopec, a giant 
Chinese oil firm—and the only foreign oil 
firms to secure the right to invest were Exxon 
Mobil, Shell and вр. In fact, even before the 
roadshow for that offering, these super-ma- 
jors had already invested $500m-1 billion 
each in the firm—thus securing access to the 
Chinese market several years before smaller 
competitors. 

Theclinching argument in favour of size, 
argues Robin West of the Petroleum Finance 
Company (рес), an energy consultancy, is 
that theupstream end ofthe business, where 
the hunt for the big game goes on and the 
biggest firms are best placed to take long 
bets, is looking ever more attractive. Last 
year, for example, the upstream activities of 
large oil firms made up only a fifth of their 
revenues, but contributed a staggering two- 
thirds of their profits (see chart 2). High oil 
prices account for some of that, but even in 
1998, when oil prices crashed, the upstream 
end contributed a disproportionately high 
share of profits. 


Downstream doldrums 


Instarkcontrast, the downstream business is 
lousy, whatever the oil price; most oil majors 
would happily shed a number of their refin- 
eries, if only they could get a reasonable price 
for them. Refining and retailing were never 
lucrative businesses, but they have become 
even more miserable in recent years thanks 
to stringent environmental regulations and 
fierce competition from new entrants. 

Even well-managed firms have found 
that the downstream bits of the business are 
hard to make very profitable. And to be fair, 
Chevron’s management deserves to be 
counted among the top tier. prc’s Mr West 
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explains that Chevron was 
one of the first firms to apply 
rigorous financial discipline 
to its entire business. Even in 
the old days, when oil bosses 
continued their free-spend- 
ing ways during slumps, 
Chevron ran things differ- 
ently. Unlike Texaco, which is 
known for its bureaucratic, 
rigid style, Chevron bosses 
have embraced a decentral- 
ised approach that gives the 
managers of its assets plenty 
of flexibility and clear financial targets. In 
short, Chevron has better management. 
This explains why Chevron was able to 
retain its independence during the merger 
mayhem of the past couple of years. That 
process has swept firms such as Mobil, 
Amoco and Arco out of existence, and seen 
the centre of gravity of the private-sector oil 
industry swing towards Europe. In the end, 
size clearly does matter in oil, probably more 
than in other industries. But as in every other 
business, it is good management that mat- 
ters most of all. 
= 





Electronic books 


Uncertain prize 


NEW literary prize will be awarded at 

the Frankfurt book fair on October 
20th: $100,000 for the best book to be pub- 
lished in electronic form. By the standards of 
book prizes this is big indeed, and is bound 
to win the attention of scribblers every- 
where. And yet, because the prize is being 
awarded for the literary content of the book, 
not for its electronic virtues, it seems odd 
that the criterion for entry should be the 
method ofdelivery—until youlookat whois 
putting up the cash for the prize. Its backers 
are the computer software companies, such 
as Microsoft and Adobe, that are trying to 
prod publishers into getting the e-books 
business off the ground. 

The business faces the usual chicken- 
and-egg problem that always confronts new 
devices for delivering content—from televi- 
sions to today's рурѕ. Сопѕитетѕ are not go- 
ing to buy the devices unless the content is 
available; and it is not worth producing the 
content until consumers have bought lots of 
devices. Asa result, there are probably fewer 
than 1,000 titles now available for down- 
loading from electronic bookshops, and 
probably no more than 20,000 of the reading 
devices—the Rocket eBook and the Softbook 
Reader—on consumers’ laps. Hence the 
computer firms' willingness to finance a fat 
e-book prize. They want to give publishers 
an incentive to digitise more of their books, 
inorder to boost the market for reading soft- 
ware and devices. 


Some big companies are spending seri- 
ous money. The three main competitors in 
the software-and-devices business are 
Gemstar, which produces electronic pro- 
gramme guides for digital television; Adobe, 
a software company; and Microsoft. Gem- 
star believes there will be a market for spe- 
cific book-like electronic devices; Adobe 
and Microsoft think that the market is in 
software to make books easier to read, which 
will be used on multi-purpose computers. 

In January, Gemstar bought the two 
companies that make devices for reading e- 
books, Nuvomedia and Softbook Press, both 
of which were struggling. Those companies' 
Rocket eBook and Softbook brands have 
now been abandoned, but the two second- 
generation devices, made under licence by 
Thomson Multimedia and launched earlier 
this month, the black-and-white REB 1100 
($300)and the full-colour REB 1200 ($700), are 
descendants of those earlier models. Gem- 
star is offering an end-to-end solution: read- 
ing devices, software and a library of com- 
patible e-books. 

Microsoft and Adobe are sceptical about 
the market for electronic-book devices. “We 
just don’t think consumers in large numbers 
are going to be interested in spending that 
sort of money on dedicated hardware,” says 
Mario Juarez, Microsoft's marketing man- 
ager for e-books. Microsoft and Adobe both 
make software that can be used on pcs and 
laptops; Microsoft's Reader software, which 
was launched in August, comes pre-shipped 
on the Pocketrc, Microsoft's version of the 
Palm Pilot. Adobe is working on producing a 
version for hand-held computers. 

Retailers are becoming interested, too. 
Barnesandnoble.com has established an on- 
line e-bookstore, and in August Amazon, the 
largest online retailer, announced that it was 
planning to do the same, offering e-books 
using Microsoft software. 

Publishers are proving harder to excite. 
They worry that e-books could prove ex- 
pensive and complicated to create. They put 





The Rocket was slow to take off 
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What will 


tomorrow 


bring? 
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the cost of translating a previously pub- 
lished paper book into electronic form at up 
to several thousand dollars. They also see 
new difficulties arising, such as the need to 
renegotiate agreements with authors. But so 
far, they donot see any revenues, = 

Nobody is giving out figures on how 
much consumers are actually spending on 
those few books that are available for com- 
mercial download, but the sums are reck- 
oned to be tiny. That may partly be because 
publishers have set prices high, despite the 
factthatthe manufacturing and distribution 
costs of e-books, compared with paper ver- 
sions, are almost negligible. Joe Klein's "The 
Running Mate", for instance, is $2156 at 
barnesandnoble.com, whether you buy iton 
paperor digitised. VERSUS 

In addition to the Frankfurt prize, the 
software people say, they are doing a lot to 














Japanese companies 





help the publishers. Microsoft, for instance, 
has been running advertisements in the 
New Yorker, promoting particular e-books. 
Mr Juarez expects some big announcements 
from “content providers" this autumn. 

But even if the devices, the software and 
thecontent are all available, industry folk ac- 
cept that consumer resistance will be hard to 
overcome—much harder, for instance, than 
persuading people to buy music online. 
Young people take to new technologies eas- 
ily, but book readers tend to be older people 
who are not enthusiastic buyers of gadgets. 
Further, bookish people have an emotional 
relationship with the titles on their shelves. 
They regard crisp paper between cardboard 
covers as more than a content-delivery de- 
vice. For many dedicated readers, the idea of 
abandoning paper books might just feel un- 
comfortably close to burning them. 


Another shopping trip 







F THE 1980s marked high water for Japa- 
nese capitalism, the sound ever since has 
he slippery rush of an ebbing tide. The 
effects, of course, have been felt most power- 
fully in Japan itself. But to the outside world, 
the most striking symptom of the country's 
changing fortunes has been the decline in 
foreign investment by Japan's biggest firms. 

That may now be changing. Japan's long 
recession seems to be over at last. Its best- 
managed companies have done their re- 
trenching. Wage bills have been trimmed. 
Corporate profits are growing at their fastest 
rate for 20 years. With cash piling up in the 
bank, the talk in Tokyo's boardrooms is nat- 
гиғађу turning to expansion, and not just in 
the home market. For the first time in ade- 
саде, firms are flocking to dip their toes again 
in foreign waters (see chart). 
Last time around, Japanese firms were 
` keen to diversify—whether through finding 
new markets, as car makers did in America, 
гог cheaper places to build things, as con- 
:sumer-electronics firms did in South-East 
Asia. The big, prestigious manufacturers led 
| the way,and took their technology and their 
management styles with them. 
This time around, firms want not just 
“new markets, but new knowledge as well. 
Rather than export their technologies, they 
hope to import foreign ones. Instead of im- 
posing Japanese management styles abroad, 
they hope to learn about western ways of 
- running companies. The ultimate goal is not 
^ todiversify, says Till Vestring of Bain & Com- 
_ pany, a consultancy, but to upgrade their 
_ core businesses. 
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$ are once again expanding abroad. But motives and 
d dramatically since their last expedition 


Tepco, Japan's biggest power company, 
for. instance, is keen to learn about the 
opportunities and pitfalls of deregulation. 
The Americans (and some Europeans) have 
years of experience in this area, which could 
helpthe Japanese, whose wholesale electric- 
ity market was thrown open in March. 

Last November, Tepco and Mitsubishi 
Corporation, a big trading house, each 
bought a stake in Orion Power Holdings, a 
Baltimore-based power company. Tepco 
has also invested in Automated Power Ex- 
change, an American start-up that runs In- 
ternet-based exchanges for trading electri- 
city. The idea is to open an electronic 
exchange in Japan. 

Other. companies are seeking foreign 
help to tum themselves from bulky manu- 
facturers into nimble service providers, as 
lower-costcompetitors in other partsof Asia 
eat into their manufacturing margins. This is 
especially true of the big electronics firms, 
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such as мес and Hitachi In July, nec said it 


had put together a Y600 billion ($5.6 billion) 
war chest for deals in Japan and abroad, 







































been slow to exploit its potential. But, as In- 
temet use spreads in Japan, this is changing, 
fuelling domestic demand for the Internet- 
telated infrastructure and services in which 
American firms havea lead. is 
Trading companies, such as Mitsubishi 
Corporation and Mitsui & Co, have been 
scrambling to pick up stakes in American In- 
ternet start-ups. Earlier thismonth, nec said 
thatit was seeking alliancesand acquisitions 
in the United States to improve its optical-fi- 
bre technology, which is used for high- 
speed Internet connections. In May NTT, j 
pan’s dominant telephone company, agre: 
to pay $5.5 billion for Verio, an America 
web-hosting company. Bankers say NTT is. 
sniffing about for more foreign deals to help. 
it put together new Internet-related serv 
in Japan, such as the asp business (appl 
tion service provider, in which. softw 
applications are shared over a network) tt 
itlaunched in April. . cunt 
- Even so, some shareholders worry th 
Japanese firms have been too timid. Apart 
from afew deals, suchas Japan Tobacco's ac 
quisition of вук Nabisco's overseas tobacco 
business, these new Japanese investmen 
have been in the form of passive, minori 
stakes, With American and European boss 
bidding each other upas they compete tor 
shape whole industries, goes this argumen. 
the Japanese must steel their nerves for t 
fight. In finance, telecoms, media and tec 
nology, there is thought to be arare opportu- 
nity to seize global market share. This game 
will decide the winners and losers far into 
the future. But the Japanese have ducked the 
contest. Where, ask analysts, is a few billion 
dollars going to get NEC? 
Another company for which this criti- 
cism rings true is NTT DoCoMo, whose m 
jority owner is NTT. Unlike most of its peers, 
NTT DoCoMo has a cutting-edge technology 
that it could export: i-mode, its mobile-tele- 
phone-based Internet access service; By the 
end of this year, Japan should boast 20m us- 
ers of Internet-ready mobile handsets; the 
majority of them will be signed up with i- 
mode. S 
On paper at least, this looks like a strong 
platform on which to build a global busi- 
ness. Yet мтт DoCoMoss string of minority 








- seem toadd up to little more than foreign ad- 

coventurism. The sharpest tongués in Tokyo 
say that the firm is being taken for a ride; es- 

“pecially by Hong Kong's Hutchison Wham- 
poa, whose foreign acquisitions мтт Do- 
CoMo seems to be helping to finance, with 
the promise of little in return. мтт DoCoMo's 
entire international “strategy”, say its critics, 
is a hasty response to the demands of share- 
holders that it acquire one. 

This, however, overlooks nrr Do- 
CoMo's management weaknesses. The com- 
pany is never far from the shadow of its раг- 
ent. Like other big Japanese companies, its 

. personnel policies and:management prac- 
tices are, by western standards, in the dark 
` ages, Corporate governance is rudimentary. 
Oh, and the firm has only had a global-busi- 
ness department since January. What goes 
for rr DoCoMo is true elsewhere. Tradi- 
tional Japanese companies lack both the 
credibility to make big acquisitions in Eu- 
n rope or America, and the management skills 
tomake them wotk. 
Looked: at this way; minority stakes 
mightseem a sensible bet. Of course, they in- 
volve risks. Japanese firms are notoriously 
bad, for instance, atcutting their losses when 
investments turn. sour. Nor do they have 
much experience in passive investment: for- 
‘eign operations are usually kept on a tight 
‘leash. They also risk a staff exodus: мтт% 
brightest young employees, for instance, all 
want to work at Verio, where pay and pros- 
(pects are much better. 
5 But if this sort of pressure makes NTT 
c change its own, ways, the company can 
rightly claim а triumph. Corporate Japan is 
buying exposure to foreign technology and 
management techniques in the hope that 
` these will help change its own to interna- 
tional best practice. This time, Japan does 
«not want to conquer the world, but to learn 
5. from it. 








Indian takeovers 


A material force 


DELHI 






UTE baron: this is not. an. epithet, one 
“J would think, to strike fear into industrial 
2 bosses. Yet when it became known re- 
cently that Arun Bajoria, India's biggest jute 
manufacturer; had picked up large stakes in 
| two venerable family-owned firmis, their 
“bosses. -quaked. The firms’. main owners 
Cpromoters" in Indian parlance) are indus- 
trial. aristocrats; Nusli Wadia of Bombay 
Dyeing, a textile and petrochemicals com- 
-pany that is one of Mr Bajoria’s quarries, is a 
grandson of Muhammad Ali Jinnah, Pak- 
istan's founder: The unwanted investments 
by a Calcutta-based manufacturer of sacks 
and twine--asunsetiridustry inacity past its 
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stakes and alliances in Europe and America | 


| Psst, wanna buy an Airbus? 















| 
i 
| 
OEING, the world's largest aerospace 
company, which reported a 3096 rise 
| in third-quarter profits this week, has 
| found an unusual new way to boost sales. 
- Although the company's commercial-air- 
craft business has seen profits rise sharply 
of late, its revenues have been falling. But 
the airplane maker now has some exciting 
| new products to offer its customers: wide- 
| bodied jets built by its arch-rival, Airbus. 
In the next few weeks Boeing is due to 
| take delivery of several brand-new A340s 
| at the Airbus factory in Toulouse, France. 
The boss of Boeing's.civil-jet business, 
| Alan Mulally, is even toying with the idea 
| of turning upin person. This bizarre situa- 
| tion has come about because of a deal the 
| Seattle-based company did with Singa- 
pore Airlines last year. To clinch the sale of 
ten of its own 7775 to the airline, Boeing 
agreed to buy 15 nearly-new Airbuses that 
Singapore had already purchased and to 
take over a further two of the Asian air- 
line's outstanding orders for similar air- 
craft under construction in Toulouse. 
Boeing has an aircraft-trading sub- 
sidiary, separate from its main sales 
force, which was created to trade un- 
wanted jets built for Asian airlines that 
ran out of cash during the region's finan- 
cial-crisis. Boeing leases or sells such air- 
crafton special terms. The trading subsid- 
iary will handle the 43405, offering them 
to established Airbus customers, in com- 
| petition with Boeing’s own products. Nat- 
| urally, Boeing has no plans to sell the Air- 
buses to airlines that normally buy its 
own planes. 











Odd as it may be, this trading has 
some advantages in addition to smooth- | 
ing the sale of 7775 to Singapore. Airbus is 
obliged to provide Boeing, as the new | 
owner of Airbus aircraft; with service bul- 
letins and technical data, which are other- 
wise confidential to Airbus and its cus- 
tomers. From this, Boeing has learned that 
the A340 has some fatigue problems in its 
fuselage, which require special mainte- 
nance. Nobody is suggesting that the pro- 
blem amounts toa safety issue, butitisstill 
a good line to drop into the normal Boeing 
sales patter—though not, presumably, 
when itis selling the 43405 itself. 











prime—have corporate India in a tizzy. 

Whatever Mr Bajoria's intentions, his ac- 
quisitions of 149; of Bombay Dyeing and 
around 6% of Ballarpur Industries, a paper 
company, are being interpreted as chal- 
lenges to the sleepy way in which Indian 
manufacturers are traditionally managed. 
"Most managers are very passive," says a 
Mumbai-based fund manager. “They will 
now wake up and really look at [whether] 
they [are] prone to being attacked.” 

Many appear vulnerable. The shares of 
some: of the proudest Indian firms have 
taken such a beating in recent years that they 
can be acquired for a fraction of their stated 
(often overstated) net worth. Bombay Dye- 
ing's share price peaked at around 750 ru- 
pees ($16.30) in 1992. Its shares were worth 
less than a tenth of that—and about half the 
company’s stated book value--when Mr Ba- 
joria started building his stake several 
months ago. Were he to take over the com- 
pany, its liquid assets and property would 
pay for much, if not most, of the purchase. 


Business Standard, a newspaper, last week 
helpfully listed ten other companies with 
temptingly large cash hoards, low share 
prices and promoters’ stakes small enough to 
make hostile bids thinkable—including two 
linked to the Tatas, India’s most renowned 
business family. 

This has happened because India and its 
companies have changed, but not enough. 
The liberalisation that began in 1991 ushered 
in competition from imports and foreign in- 
vestors. It has-not yet given India adequate 
infrastructure or flexible labour practices. 
Nor has it forced many promoters to choose 
between adapting and commercial death. 
Trade barriers remain high, banks are indul- 
gent, and many promoters can rely on 
friendly government-owned shareholders 
to protect them from the likes of Mr Bajoria. 
Ashwani Puri of PricewaterhouseCoopers 
Securities: in Delhi. says he can think of 
"barely a handful of companies. that are 
benchmarking against global standards”. 

Hostile bids are rare in India, апа suc- 


THE ECONOMIST OCTOBER AIST 2000 


©2000 Hewlett-Pockord Company. Windows is a U.S. registered trodemark of Microsoft Corporation. UNIX is а registered trademark of The Open Group 








Most servers replace yesterday’s servers. This one replaces tommorow’s. 


Introducing hp superdome, the first enterprise server with the flexibility to match its power. Flexibility that’s ready for IA-64, and flexibility 
to run multiple operating systems like UNIX", Linux, Windows” 2000, and others yet to be. Capacity is flexible too. Scale it up or scale it back, 
paying less when you use less. With hp superdome, your options are open. Because tomorrow's another day. hp.com/superdome 


CA 


invent 


ie 


ie, aca 


hs 2 з» 


co =e дарсда 


SUUS ыз up 





dE Пе лаа ER i: MM x +- 


BUSINESS 





The jute baron's troops arrive 


cessful ones almost unheard of. When іст, a 
British chemicals giant, tried to buy into 
Asian Paintsin 1997, the company prevented 
its bid by refusing to register icr's block of 
shares. Bombay Dyeing has managed to get 
Mr Bajoria's voting rights suspended, pend- 





B2B exchanges 





ing ап investigation of 
whether he failed to inform 
the company properly about 
his stake. The bosses of Bom- 
bay Dyeing and Ballarpur 
(which has restructured more 
than most family-owned 
firms) can both count on 
state-owned institutional 
shareholders for support. 

Mr Bajoria insists he is no 
predator. Sources close to him 
say that his stakes are long- 
term and that he does not 
plan tocross the 15% threshold 
that would require him to 
make an offer for a further 
20%. He seeks no role in man- 
agement, nor board seats. He 
is merely betting on a turna- 
round in the textile and paper 
markets and on the "intrinsic 
worth" of the companies. 

Other observers suspect 
that Mr Bajoria is waiting for 
the companies to get rid of 
him by buying him out. Even 
if, as seems likely, his raid ends in greenmail 
ata higher share price, shareholders in Bom- 
bay Dyeing and Ballarpur will have reason 
to be grateful to him. And, if the jute baron 
scares other poorly performing companies, 
so will India. 
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The container case 


NEW YORK 


It takes more than the establishment of a reliable auction process to make 


Internet exchanges work 


HAT were they thinking, those 

punters who bid up business-to-busi- 
ness (B2B) e-commerce stocks so high before 
the markets crashed earlier this year? Or, for 
that matter, the hundreds of s28 exchanges 
that launched into that bubble, only quietly 
to scale back or shut down in the past six 
months? Entrepreneurs have launched 
more than 700 в2в marketplaces, many of 
them based upon auctions, hoping to create 
commodity-like markets for everything 
from chemicals to steel. Most have been 
guilty of thinking that business transactions 
are alot simpler than they really are. 

The problem is that commodities that 
can be auctioned this way represent only a 
tiny fraction of all transactions. An esti- 
mated 80-90% of all business goods and ser- 
vices are actually traded through extended- 
term contracts, often lasting for a year or 
more; the public "spot" markets, which 
quote up-to-the-minute prices, are just the 
tiny tip of a huge private market of one-to- 
one contract deals, which are hard to bring 


86 


on to the Internet. 

Too many в2в exchanges focused on the 
spot markets in their industries (or imagined 
thatsuch markets existed), and are now pay- 
ing the price. By focusing on the exception, 
rather than the rule, they were bound to re- 
main fringe players, starved of liquidity and 
ignored by most of the big firms in their in- 
dustry, which continued negotiating con- 
tracts with each other as before. A report ear- 
lier this year by AMR 
Research, a consultancy, 
found that not a single one 
of the 600 B2B exchanges 
studied had reached even 
1% of the overall trading vol- 
ume in its industry. 

Now the survivors are 
turning to the harder, but 
more lucrative, game: con- 
tracts. One of the earliest to 
do this was FreeMarkets, 
which designs and runs “re- 
verse auctions” (in which 


contracts 


GoCargo's worldwide trades 
* of total container volume 





the price falls over time instead of rising) for 
many industries. This is a tricky process, in- 
volving codifying all the elements of a con- 
tract, from the specifications of the product 
to performance guarantees, so that bidders 
can compete fairly in an auction. In fact, so 
tricky is the work that, despite FreeMarkets' 
early start, its share price is down 90% from 
its peak. Others, such as Perfectcom and 
Commerce One, are trying to write software 
that will help automate bidding across 
industries, but the sheer complexity of the 
task is slowing their progress. 

The more manageable option is to work 
with a single industry. But even here, few B2B 
exchanges have had the money, industry 
knowledge and resources to succeed. One of 
the exceptions is GoCargo, an exchange for 
the container-shipping industry, which is 
expanding from a relatively small spot mar- 
ket to a far larger contract market—and 
learning just how complex thatis. 


Bulky task 


At first blush, containers look as commod- 
ity-like as airline seats. After all, the contain- 
ers themselves are standard-sized, sealed 
units. Nobody cares much about how the 
boxes get from here to there, just how much 
it costs to send them. Even better, American 
prohibitions on private-rate negotiations for 
container space were lifted last year, open- 
ing the market to deal-by-deal auctions. No 
wonder Eyal Goldwerger, a consultant with 
Boston Consulting Group scouting for a в2в 
idea in 1998, settled on containers and 
founded GoCargo. If ever there was a pro- 
duct perfect for online trading, this seemed 
to be the one. 

Even so, the exchange faced an uphill 
struggle. Around three-quarters of the 
world’s $50-billion container business is still 
done under service contracts, most of them 
negotiated the old-fashioned way, through 
relationships, brokers, sales calls and the like. 
This is partly because the industry, like its 
ships, is slow to turn, But other problems go 
deeper. For one, the sea is usually only part of 
the journey for a container. It will also prob- 
ably go on a truck and a train, and typically 
passes through customs twice. Shippers usu- 
ally want an end-to-end solution; although 
paying a logistics firm or freight forwarder to 
provide it may cost them a bit more than 
they would pay in an open 
auction, the overall savings 
on hassle often make it 
worthwhile. 

Nor are all freight carri- 
ers as alike as they might 
seem. Some have better reli- 
ability records than others 
and some can handle bigger 
shipments, for instance. 
Where carriers are alike is in 
their suspicion of any mar- 
ketplace that mightcut their 
prices by treating their ser- 
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vice as an undifferentiated commodity. And 
on the shipper’s side, long service-contracts 
have the additional advantage of locking in 
availability and price overa set period. 
Although GoCargo started by auction- 
ing spot capacity, Mr Goldwerger quickly 
saw that old-style service contracts were not 
about to disappear. So he built a staff of 60 
multilingual industry specialists and trad- 
ers, based in New York, who could codify 
terms, certify shippers and carriers, and oth- 
erwise make this handshake business safe 
for Internet trading. (To respond to the carri- 
ers’ concerns about becoming commodi- 
tised, GoCargo included ways to help them 
stand out from the crowd by including in the 
auction criteria such elements as rated qual- 





ity of service.) As GoCargo got better at this, it 
started to turn into a real business: contracts 
now amount to nearly a third of the ex- 
change’s total volume (see chart on previous 
page) and should reach half by the end of the 
year. The site now has 12,000 members and 
has conducted more than 5,000 live auctions 
over the past year, providing it with enough 
liquidity to start compiling real-time market 
trends and indices. 

Another example is  Logistics.com, 
which auctions transport contracts of all 
kinds, from trucking to air and sea. Yossi 
Sheffi, its boss, reckons such contracts are 
among the hardest to bring online. One of 
the biggest problems is “conditional deals”: a 
carrier will agree to move containers in one 





Barter's latest comeback 


SAN FRANCISCO 


OST people know barter only from 
the playground where they traded 
baseball or soccer cards for sweets. But a 
raft of American start-ups is trying to turn 
swapping into big business on the Internet. 
Barter is still alive and well—and not 
just in countries with chronically weak 
currencies. In America. it has even made 
something of comeback: in 1998, roughly 
$10 billion in goods and services were bar- 
tered, either offline or on the Internet. One 
reason for this revival is that barter can be 
attractive for smaller businesses keen to 
save money. A printing shop, for instance, 
can finance the purchases of goods and 
services it needs by trading unused print- 
ing capacity. 

There are more than 400 regional bar- 
ter exchanges in America, many of them 
with only a few hundred clients. Using the 
Internet, the start-ups now want to scale 
barter to new levels, and hope eventually 
to create global exchanges. Their models 
are firms such as eBay and ox, which have 
used technology to revolutionise auctions. 
Bigvine in particular makes bartering al- 
most as easy as online bidding. Users sign 
up, have their credit checked and can then 
start trading goods and services. Bigvine 
charges both sidesa transaction feeof upto 
4% of the amount traded. 

Making barter accessible is the easy 
part, however. The real challenge is attract- 
ing a critical mass of customers. Here, Big- 
vine and BarterTrust, the other leading 
player, have different strategies. The for- 
mer works closely with American Express, 
à credit-card firm which is marketing Big- 
vine's service to its own small-business 
customers; and on October 17th, Bigvine 
announced plans to merge with Allbusi- 
ness, which offers a range of services to 
small businesses. By contrast, BarterTrust is 
acquiring old barter exchanges and bring- 


ing them online: in the past year, it has 
bought several offline exchanges in the 
United States and Canada. It hopes to 
create an international barter network. 

Both companies are still far from 
reaching big numbers. Bigvine says only 
that it has signed up more than 30,000 
members. BarterTrust is franker: it claims 
about10;0ooclients, who trade a combined 
$1m worth of goods and services a day. The 
list of traded products is quite varied, how- 
ever, ranging from books and services such 
as tax advice to airline tickets and advertis- 
ing space. 

Italready seems clear that online barter 
exchanges are unlikely to grow as fast as, 
say, eBay did. This is because, even with 
new technology, barter is still a fiddly con- 
cept, and therefore a hard sell. Also, many 


direction only if it can find someone wh 
will pay it to bring them back again. Unle: 
online auctions accommodate this kind ¢ 
problem, they will be ignored. 

In a few other industries, such as stee 
B2B exchanges are also starting to make som 
headway in trading contracts, having rea 
ised that spot markets, though easy to ente 
are usually too small. The hope is that cor 
tracts will gradually become more standa: 
dised, allowing them to be traded like corr 
modities themselves. Perhaps. But if th 
industry has shown anything in its first, dis 
mal couple of years, it is that this will take fe 
longer than those early, breathless busine: 
plans suggested. 








businesses are reluctant to lock up value in 
the special trading currencies that barter 
exchanges use, such as “trade dollars”, 
rather than in cash. Moreover, online-only 
barter sites do not seem to work, hence Big- 
vine’s enthusiasm for a merger with the 
more traditional Allbusiness. 

If these reservations can be overcome, 
online barter could become a trend to 
watch. It is probably a winner-takes-all 
business, with one firm likely to dominate, 
just as eBay is the 500-pound gorilla of per- 
son-to-person auctions. But a barter mo- 
nopoly is not the only reason why regula- 
tors might become interested. The trading 
currency used by a huge barter exchange 
could become a rival to many weaker na- 
tional currencies. And since “trade dollars” 
and the like are not convertible, a success- 
ful global swapping site might even find it- 
self in the same situation as a country with 
exchange controls: fighting a black market 
in itsown currency. 





ГЇЇ swap you an airline ticket for tax advice 
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A passage from India 


Kishore Lulla is on a mission to bring Indian movies to the world. Can his brand of 
cultural imperialism succeed? 


E founder of Bollywood For You (B4U), 
India's biggest global network of Hindi 
movies and music, is not an obvious media 
tycoon. For a start, Kishore Lulla has an en- 
dearingly unguarded manner—a treat after 
slick American bosses. He is friendly with his 
main business rival, lives in London because 
he admires “conservative English values” 
and puts family lunch on Sundays before 
work. At last week's glitzy New York party— 
hosted by Miss India usa —to promote B4U's 
recent American launch and to flag a flota- 
tion of the group in 2001, he looked rather 
overwhelmed. 

But beneath this gentle exterior lurks a 
truly ambitious vision. The 38-year-old Mr 
Lulla wants to bring Indian culture and In- 
dian family values to an increasingly cynical, 
Americanised world. And his chosen weap- 
ons are the films of Bollywood—India’s movie capital in and 
around Mumbai (Bombay), which churns out more than 800 films 
a year, with costumes as colourful as the plots and relentlessly 
happy endings. 

Mr Lulla's initial targets, understandably, are the зот South 
Asians who live outside India, Pakistan and Sri Lanka and who are 
willing and able to pay for a reminder of home. That is why 
B4U—Mr Lulla calls it an “Asian нво”, a reference to the popular 
American cable movie channel —chose Britain, with its large first- 
generation Indian population, as the launch pad for its subscrip- 
tion film channel in August last year. The Middle East, America 
and continental Europe followed and вдо now has 170,000 sub- 
scribers across six continents—20,000 more than Zee ту, its giant 
Indian rival, has outside its home market after four years. 

At the same time B4u has launched two free, advertising-fi- 
nanced music and entertainment channels as bridgeheads into 
the huge Indian market, where it claims to have captured a third of 
music-television viewers in five months. Mr Lulla says this is just 
the beginning. With plans for more channels in more places—a 
news channel and a foray into Russia are priorities—he aims to 
reach far beyond his own ethnic group. The business plan calls for 
B4U to have 500,000 paid subscribers outside India within two 
years and 1.5m by 2005. 

Born into a Bollywood family, Mr 
Lulla’s love of Indian movies is not sur- 
prising. Heand his brother run Eros Enter- 
tainment, a highly profitable firm started 
by his father 30 years ago, which holds the 
international rights to 2,000 Bollywood 
films—60% of the market and the core of 
the вдо film library. But his belief in the 
wider appeal of Hindi films came when, 
as a young lawyer, he went to live in Tel 
Aviv. “Nine out of ten Israeli girls had a 
picture of Amitabh Bachchan [one of Bol- 
lywood's biggest stars]in their lockets,” he 
claims. 

Even more popular than the stars, he 
argues, is an emphasis on families and 
traditional values that increasingly 


Indian film exports 





Bolly good show 





chimes with audiences tired of western 
machine-gun violence and sexual mores. 
“Hollywood used to make wholesome films 
like ‘Gone with the Wind’ or ‘The Sound of 
Music’. Now they are rare. ‘Titanic’ had ro- 
mance, tragedy and family drama. That is 
really a perfect Bollywood movie,” he says. 
The recent success of “Taal”, an Indian film 
that was a hit with white Americans, has 
convinced him that his idea is right. 

But is the world really ready for Bolly- 
wood’s saccharine view of life? B4U cer- 
tainly has the firepower to find out. Its back- 
ers include Bharat Shah, a leading financier 
of Hindi movies, and Lakshmi Mittal, a steel 
magnate and one of the world's richest men. 
Indeed, it was on a 370-foot yacht rented by 
Mr Mittal for his daughter's birthday in 1998 
that Mr Lulla dreamed up вдо. So far the 
backers have invested $100m. That would be a trifling sum with 
which to set up a global media empire, but for the fact that вдо isa 
pure content business, which rents space on cable and satellite 
networks around the world, rather than building its own. This 
should mean quick returns: the firm hopes to make net profits of 
$4m in 2001, its first full year of operation, rising to $пот by 2005. 


Eastis east 

Making impressive predictions is the easy bit, however. B4u will 
increasingly face larger, more entrenched competition, including 
Sony's Asian arm, Rupert Murdoch's Star rv and Zee rv itself. And 
B4U relies heavily on Eros, Mr Lulla's family company, for its film 
rights. Although he says Eros transfers these licences at cost, B4U 
has set up its own film-production arm to reduce dependence on 
Eros. This is one relationship that Mr Lulla will need to make trans- 
parent ahead of any public offer. 

More critical is whether вдо can extend its audience as far and 
as fast as Mr Lulla predicts. Most of the early growth has come from 
capturing first-generation, middle-class Indians who live abroad 
and still have a real connection with their homeland. Their chil- 
dren, who may not even speak Hindi and who have grown up 
with western culture, will be a much harder sell. At last week’s 
party, an Indian living in America confessed that while he and his 
wife enjoyed B4u, “our kids don't want to 
watch it." The best answer Mr Lulla could 
muster was: "don't you teach them Indian 
culture?" 

As for broadening the ethnic range of 
customers, the signs are mixed: already, 
12% of B4U's subscribers are non-South 
Asian, but most of these are Arabs. Mr 
Lulla has big hopes for Eastern Europe— 
Hindi movies have long been popular in 
Russia, for instance. But to attract a signifi- 
cant following in the West, Bollywood's 
films will inevitably have to become more 
like Hollywood’s—which would make 
this cultural imperialist just another 
movie mogul. Mr Lulla may end up rich, 
but fail tochange the world. 
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BANGKOK AND SINGAPORE 







The | il- price rise will hurt many o 
parts of the region than others 


2 YOU crave excitement, try strapping 
Д yourself into East Asia's stockmarkets. 
“Across the region, those markets continue to 
offer investors white-knuckle rides. First 
there was the free fall of 1997-98, followed by 
last year's stunning rebound, then by an- 
“other: breathtaking plunge beginning in 
: March 2000 (see chart 1). East Asia fell faster 
than any other region in the third quarter of 
this year, and contains many of the world's 
` Worst-performing indices. Several markets 
have fallen by at least 40% this year in local- 
` currency terms; many have now lost all of 
. lastyear'sgains. But might these Nasdaq-like 
: performances be the prelude to something 
* even worse? 
. The sell-off continued this week, driven 
roubles in the Middle East and more tur- 
той in America's stockmarkets. Moreover, 
_ the bad news comes at a time when East 
‘Asian economies are already showing signs 
_ of slowing, after the crisp “v-shaped” recov- 
_ ery of the past two years. And, as many 
` countries have been lax about cleaning up 
_ bad debts, a weaker expansion could gener- 
` ateallsorts of fresh problems. 
7 Forthis year, theconsensus is cheerful, to 
` judge by The Economist's latest quarterly 
‚ poll of forecasters (see chart 2, on next page). 
| Wsuggests that the region—excluding recov- 
. eringChina and giant but torpid Japan—will 
^ record real сор growth of more than 7% in 
. 2000. This grouping includes the eight econ- 
omies most badly affected by the collapse of 







coos OCTOBER 21ST 2000 





Asia's rollercoaster rides 





EAST ASIAN ECONOMIES 


E of East Asia's recovering economies, 
especially if electronics exports also slow. But the ride will be rougher in some 


1997-98. The average masks some sharp dif- 
ferences between countries: industrialised 
economies such as Singapore, South. Korea 
and Hong Kong are growing rapidly, 
whereas stragglers such as Indonesia, Thai- 
land and the Philippines are expanding by 
only 3-5% a year. But it gives an idea of how 
strongly the region has rebounded from its 
recession. 

But what of next year? It is increasingly 
apparent that some East Asian countries are 
poorly placed to weather a cooler global cli- 
mate. Since the news. from elsewhere has 
been bad lately, that is what they are now 
facing. 

However bad the news, few people in 
Asia now fear a repeat of the financial crisis 
that triggered the collapse of mid-1997. Two 
striking changes have occurred since then: 
short-term foreign debt levels are more man- 
ageable and foreign-exchange reserves 
higher. Both ratios were good predictors of 
how countries fared during the crisis, and 
overthe past two years both have improved 
across the region. Central banks have used 
strong current-account surpluses to build up 
reserves; and, although high debt levels will 
continue to be a drag on growth, restructur- 
ing and repayments have lowered the for- 
eign, short-term component. But, even 
though the basic health of most East Asian 
economies has improved, there is still a de- 
bate about how vulnerable they may be to 
external shocks. 








The pessimists note that one of ther main 
drivers of East Asia's recovery has bee 
growth in exports, most notably of electron 
ics. A slowdown in the orco countries, an 
especially in America, could cause deman 
for those exports to stall. 

Add to that the rise in oil prices which 
after a brief respite shot to nearly $368 
during last week's violence in the Midd 
East, sending shivers through Asia. Apart 
from Indonesia and Malaysia, East 
economies are avid oil importers. indee 
their recovery, together with ovec’s supp 
changes, helps to explain the rebour 
prices from the fall that their соПар 
previously exacerbated. High Oi 
would cut into current-account surpluses 
and squeeze the profits of over-indebted 
companies. With growth expected to ta 
off anyway next year, tese аге $ег 
threats. Our consensus poll--taken befo 
last week's. events-—-was already forecas 
aslowdown of nearly two percentage points 
in 2001, to 52% Сор growth. Some of that 
slowdownis cyclical and manageable; b: 
the poll turns out to be too cheerful, the т 
dion’s debt problems could cause trouble. 

The optimists, however, argue that 
region should welcome the prospect of 














mild slowdown in America. East Asia has 
suffered huge outflows of foreign funds this 
year. And although rising inflation means 
that the region's real interest rates are low on 
average, this has yet to translate into fresh 
lending. So some optimists have argued that 
the gains from lower interest rates and, po- 
tentially, fresh inflows of funds, would off- 
set—at least partially—any loss in electronics 
exports. This might also boost consumer de- 
mand and intra-regional trade. 

That cheerful outcome would be rein- 
forced if Japan’s economy were to pick up 
` the slack: strong capital spending could 
boost consumer demand next year, just as 
the region needs it. Chris Wood, a regional 
analyst at ABN Amro in Hong Kong, points 
out that the last regional stockmarket rally, 
which began in late 1998, started in circum- 
stances rather similar to today’s: there were 
widespread forecasts of doom and gloom 
(remember Long-Term Capital Manage- 
ment?), but these were beaten back by the 
anticipation of falling interest rates. 


Good bets 


One problem with this debate is that the op- 
timists and pessimists are probably both 
right. Changing global winds will blow dif- 
ferently through the region’s individual 
economies (see charts 3 and 4). 

To see why, start with the most likely 
winners: the two island financial centres of 
Hong Kong and Singapore. Hong Kong, espe- 
cially, has lots to gain from slower growth in 
the United States and a weaker dollar. It is 
partly insulated from what happens across 
the Pacific by its close economic ties with the 
Chinese mainland, which is expected to be 
the fastest growing economy in East Asia in 
2001. And a weaker dollar would boost Hong 
Kong' banking and property sectors. These 
two sectors are already enjoying a rally; yet, 
because of its currency board, the Hong 
Kong dollar has risen along with the Ameri- 
can dollar this. year, as have local interest 
rates. Hong Kong would also benefit from 
any regional flight to quality. 
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ng Kong, Singapore is exposed 


to some of the same export risks as its neigh- 
bours:a sharp slowdown in America would 
hurt demand for electronics and other ex- 
ports. But an American-led slowdown 
would benefit Singapore in much the same 
way as it would boost Hong Kong. Indeed, 
the balance of forces affecting Singapore re- 
sembles, in some ways, the balance facing 
other East Asian economies. 

Although Singapore was affected by the 
regional crisis, the government used the 
opportunity to push for business and finan- 
cial reforms. Real Gop grew by more than 10% 
year-on-year in the third quarter, and the 
economy is now running roughly at capac- 
ity. Any fall in world interest rates would 
boost both its financial firms and, probably, 
its stockmarket, That in turn would make it 
easier for the markets to absorb an expected 
spate of equity offerings by government- 
linked companies, and so give a further 
boost to supply-side reforms. 

In short, Singapore would probably ben- 
efit from an American slowdown because it 
has more to gain from falling interest rates 
than it has to lose from weaker demand for 
electronics and dearer oil. The debate over 
East Asia’s prospects hinges on how far 
other economies can make the same claim. 


Bad bets 


By general agreement, three economies 
clearly cannot do so. These are the basket 
cases of Indonesia, Thailand and the Philip- 
pines. Although there are distinct differences 
in these economies, few foreign investors are 
still around to notice. That alone is one of 
these economies’ biggest problems. They 
have tiny market capitalisations and have 
made little progress in selling state assets. So 
most asset managers see no reason to comb 
through individual companies’ prospects or 
spend much time in their capitals. Instead, 
they make blanket decisions based on the 
most visible news, most of which is political 
and almost all of which is mind-bogglingly 
bad. 

Tocounter such gloom, it is worth point- 
ing out that Indonesia is a big net exporter of 
oil. Unfortunately, that concludes the good 
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news. Its year-old government still lacks mo- 
mentum, and continues to put out conflict- 
ing messages. Its president has devoted little 
political capital to pursuing powerful debt- 
ors or pushing through asset sales. After a 
14% implosion in 1998, and zero growth last 
year, the economy is finally putting out de- 
cent numbers and heading towards а 4-5% 
expansion this year. But unless policies 
change radically, it is hard to see Indonesia 
doing much better in the near future. Since 
most of its problems are political, and slow 
growth exacerbates those problems, the 
country could easily remain caught in a trap. 

Thailand's problems are similar but 
milder. There too, politics now dominates 
much of the chatter, partly because an elec- 
tion is due by the end of the year. There are 
fears that the next government will veer 
down a more nationalist and less reformist 
path, Even if it does not, bad loans are more 
likely to be recycled than repaired. 

In fact, Thailand may be growing at a de- 
cent pace. It is hard to be sure, because radi- 
cal swings in asset prices over the past few 


























years have muddled up the inflation num- 
bers. Different measures of inflation—or de- 
flation—suggest wildly different estimates 
of real growth. Richard Henderson, of Kim 
Eng Securities in Bangkok, has got around 
this by creating a new output index based 
partly on electricity usage. It suggests that 
growth was much higher in the first half of 
this year than the official estimates indicate: 
perhaps 7-8% year-on-year. But even he ex- 
pects growth to slow down by next year, as 
inventories stop piling up. 

And then there is the Philippines, which 
has begun to contest Indonesia as the re- 
gion’s most hopeless case. Although the 
country was originally less affected by the 
regional collapse, its fiscal deficit is now ex- 
ploding. The government may turn in a 
shortfall of twice its original target. The cur- 
rency has blown through several support 
levels, and is now trading near an all-time 
low of almost 49 pesos to the dollar. Imports 
of manufacturing inputs, a crucial leading 
indicator, have collapsed. The president, 
who has faced numerous scandals, is now 
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facing louder calls for impeachment. The 
best hope of economic expansion is a poten- 
tial spending spree by candidates in next 
's congressional elections—-a prospect 
is hard to spin into a compelling long- 
growth story. 
There are few signs that these countries 
. will come to grips with their financial pro- 
- blems. And, since they are already growing 
:slowly—especially for emerging economies 
“in the first stages of recovery—a couple of 
percentage points off their growth rates.is a 
"worrying prospect, Whereas China, Hong 
Kong and Singapore could shrug off a global 
- slowdown, the healthiest response for these 


laggards. would be to panic—constructively, . 


ofcourse. 


. Worth watching 
_ If you really want to know where the region 
-is heading, however, it is the economies be- 
“tween these extremes that will be most 
. worth watching in the coming months. Ma- 
_ laysia, South Korea and Taiwan have all 
_ bounced back sharply from the recession of 
two years ago, and are growing strongly this 
year. Moreover, Taiwan initially escaped the 
worst aspects of the regional crisis, emerging 
with only a modest level of bad loans. And, 
although Malaysia and South Korea—which 
| together with the three laggards rounded out 
. the so-called “Crisis Five" countries—suf- 
` fered troubling debt problems, their bad 
ans and debt ratios never reached the 
. same proportions as in their counterparts. 
: The ratio of debt-service levels to exports, for 
example, is only around 6% in both coun- 
tries, compared with 20-30% in Thailand, In- 
donesia and the Philippines. 

Just six months ago, therefore, these 
three economies provided compelling evi- 
dence, when lumped in with China, Hong 
Kong and Singapore, of a region that was 
mounting an impressive comeback. If one 
ignored the fortunes of South-East Asia’s 
basket cases, with their messy democracies 
"and puny stockmarkets, there were reasons 
_for optimism all round. 

Yet now, all three of those middling 

"economies are in danger. Some of the rea- 
_ sons differ, but a common theme is those 
_ electronics exports. By most estimates, Tai- 
*wanisthe most heavily exposed, but Malay- 
_ sia and South Korea would also be badly af- 
‚ fected by weaker demand. 

Cc Nor would these economies gain as di- 
rectly as the island financial centres would 
до from lower world interest rates. Taiwan 

additionally faces rising bad loans; theother 
“two. countries, growing disappointment 

"with. their restructuring efforts. So these 

economies are the swing voters, as it were, in 
any attempt to judge East Asia’s outlook. 

Апа, as the global risks mount, so their pros- 
3 perts become gloomier. 

-Malaysia looks strong: it boasts one of 
C he least disappointing stockmarkets in the 
- region, having fallen by less than 10% this 
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year. Its recovery has been fed by booming 
electronics exports that have funnelled li- 
quidity into the banking system, and from 
there, until recently at least, into the stock- 
market. Moreover, for all of its berating of the 
IMF, Malaysia’s government did a better job 
than most of its neighbours of following the 
fund’s advice. It set up a pair of agencies 
quickly to recapitalise banks and help re- 
structure bad loans, Although accusations of 
political meddling and corruption continue 
to mar some of these deals, Malaysia has 
nevertheless had to spend far less than its 
neighbours on cleaning up the problem. 

Yet Malaysia now has good reasons to 


‘worry. Although domestic credit is begin- 


ning to expand again, corporate lending for 
investment may not replace consumer loans 
for homes and cars. Because foreign direct 
investors continue to shun the place, exports 
and consumption must bear most of the 
burden of economic expansion. Since it is ex~ 
ports that have fuelled the consumption 
boom, and since electronic goods have been 
a crucial component of exports, the econ- 
omy looks increasingly vulnerable. 

To the east, even bigger troubles are 
brewing in Taiwan and South Korea. Both 
countries have been badly affected by what 
Mr Wood calls the “telescopic” effect of 


Americas Nasdaq. The 
Obsession with America's 
technology, media and tele- 
coms shares, he argues, has rubbed off on 
Asia, with investors rushing into similar 
shares in regional markets. But, since there 
are fewer such companies to invest in, theef- 
fect has been to swell the importance of a 
handful of stocks—such as South Korea’s 
Samsung Electronics and Taiwan's rsmc—in 
local indices. As fund managers continue to 
buy these stocks to keep pace with the index, 
the imbalance has become absurd. 

Both markets boast large numbers of re- 
tail investors, who are both a liability and a 
ray of hope. The risk is that the presence of 
these investors will lead to.a much larger 
“wealth effect” than in neighbouring coun- 
tries, as investors respond to falling share 
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prices by cutting back on consumption, — 
The ray of hope will break through i 
Morgan Stanley Capital International's pop- 
ular international stock index is altered, per- 
haps in early December, to place i 
weight on the percentage of a firm's sha 
that are publicly traded. Unlike most of th 
Asian neighbours, which have large g 
ment holdingsor shares held in famih 
mid structures, South Korea and. 
probably earn higher weighting 
dex: Thatcould attract new portfoli 
Both economies will need some ki 
boost to turn things around. Taiwan, a 
performer throughout much of the crisis 
now showing clear signs of faltering. Shares 
of electronics companies have been leadiny 
the way down, prompted by fears 
downturn in the semiconductor cycle. 
pressing the currency. And bad loans ar art 
ginning to rise. | 
— South Korea could also find itself ir 
choppier waters. As charts 3 and 4 show, i 
would be one of the biggest losers in the re- 
gion both from a rise in oil prices and from a 


slump i in demand for electronics. Some ¢ 


alysts predict. that the current account cou 
swing into deficit next year if the global oi 
look gets much worse. In addition, South К 
reais burdened with 80 trillion won ($70 b 
lion) of corporate bonds that must 
refinanced by the end of next year Wh 
America’s Ford recently withdrew its bid foi 
Daewoo Motor, the market shuddered. 

' The three middling economies may ғ 
do well. Malaysia and Korea are growi 
strongly, and are expected to conti 

so: next year. While 

growing less strongly, ii 

most robust of the thre 

mies, and should be аһ 
handle any rise in bad deb 
Moreover, weakness on. . Wal 
Street. and. falling interest. 
would bring some benefits. Both Taiwa 
South Korea could potentially attract 
money; and Malaysia, which still pe 








"currency to the dollar, would enjoy a boos 


in competitiveness, just as it did in late 1 
and last year. | 

Moreover, both South Korea and 
are: worth watching for another 
Apart from supplying signals about Eas 
Asia's strength, they are also two of the 
world’s biggest emerging markets, and ar 
therefore engines of growth for its smalle 
economies. South Korea's cp», for example, 
is nearly $500 billion—compared with - 
around $550 billion for the five biggest. 
South-East Asian economies combined. If- 
these economies can pull through, and i£ 
pan's imports pick up, the resulting boost it 
regional demand will make it easier for th 
others to weather а global downturn. I 
things go the other way, though, watch out 
The drop may not be as sensational as it was - 
in the late 19905, but it will still be a nasty jolt 
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; NEWYORK 


ofits? What profits? 


Many American companies have reported lower profits, sending jitters 
through the stockmarket. Unfortunately, they may yet be lower still 


ГНЕ announcements come as small ex- 


Д plosions. Fear that Xerox's profits would - 
“be low cut the troubled copier company's: 


valuation in half. Confirmation that they 
_ were indeed reduced cut itin half again. 
-Technology companies such as Dell, Intel, 
^ Apple; t&M, banks such as Chase Manhattan 
ала a host of other companies collectively. 
had hundreds of billions of dollars wiped off 
ctheir market capitalisation when they an- 
nounced their results. Seemingly decent 
_ profits have been no defence. Citigroup and 
: Merrill Lynch produced record profits. The 
` market's verdict: sell. 

Bracing for earnings announcements 
- has rarely been as apt a term as it has been 
_ forthepastcoupleof weeks, as опе company 











| after another has reported third-quarter re-- 


sults, only tosee their shares rocked. Nasdaq, 
` America's technology market, is down al- 
Ost 40% since March, a loss greater than 
sustained by the then-bellwether Dow 
industrial average in the crash of 1987, 
most as great as in the long bear mar- 
the mid-1970s. Disconcertingly, those 












“earlier falls left stocks cheap. Recent falls, by 


contrast, have left many companies: still 
trading at valuations not witnessed at bull 
market peaks in the past (see chart on next 
page). There are two ways this anomaly can 
be eliminated: higher profits or lower share 
prices. The market is apparently taking mat- 
tersintoitsown hands. 
Exuberance, irrational: or otherwise, is 


increasingly. hard to find. Companies have 


announced their intention to raise some $75 
billion in equity finance. But the market has 
almost dried up. Companies that are man- 
aging tolaunchan iro generally have to offer 
real profits and not, as was the case a few 
months ago, merely a good business plan, or, 
indéed, any sort of business plan. Secondary 
offerings are also endangered. In a number 
of industries, most notably telecoms, the 
market is shut. Verizon, the huge Baby Bell 
encompassing the north-eastern United 
States, had to scrap a spin-off of its wireless 
operations. And Verizon is in good shape. 
Highly leveraged: competitors may find 
themselves running out of cash. 





NANCE AND ECONOMICS 


An optimist could fashion a 
case for ignoring the current tur 
quarter. numbers reflect а т 


гоп of performance. With th 
~-of 1929, October has often been а 


from which to view the market 
And, according to estimates: c 
First Call/Thomson. Financial, 
firm, corporate profits should hi 


1€%over the past year. If history i 


the actual results will be a bit bet 

‘Moreover, whatever the c 
high-tech companies, technolog 
nably made real contributions t 
production, distribution and par 
should mute the vicious unwir 
ventory build-ups and uncolle 
ables that compounded the mi 
downturns. What it will not do, 
to provide growth where there is 


the savaging of the likes of Del 
апа Home Depot, a big retailer. 


_ These two companies may 
most adept in the world at mate 


anddemand. Butboth reported: 


enues. Little wonder, perhaps. 


technology, according to High 
- Economics, a consultancy, ma 
output fell by 2% in the third 


worst showing since the recessic 

`. Even for good companies, : 
means lower profits; for most 
consequences сап be worse. Bé 
rising. Both Bank of America at 


:among others, have more proble 


Such things are familiar w 
slows. What is different—and | 
this time is that the long bull m: 
troduced many distortions inte 
which corporate profits are cale 
stockmarket continues to fall, 
will be lost and, in some cases, n 
become like a pyramid scher 
players,” says Robert Olstein, a 
ager who has fashioned a caree 
the holes in financial statement: 


Smoke, mirrors 


No-doubt a book is already in 
detailing the. most egregiou: 
Among the most prevalent is 1 
mation of pension funds from a 
a source of profits. Lucent was 
beneficiary. So were many b 
companies, such as General 

General Motors, which have 

provided defined-benefit pro 
their employees. As the stockmi 
ued its giddy rise, they booker 
their pension funds: If a bear 1 
hold, such companies must sta 
ute to their pension funds again 


We not only improved their understanding of 
technology in Asia, we also improved their handicap. 


(Well, maybe not their handicap.) 


Which institutional investor could resist the combination? A round of talks with the leaders in Asian 
technology and a few rounds of golf at Pebble Beach, California. ABN AMRO would like to thank all 
the presenters who helped make its fourth annual Asian technology conference a resounding success. 
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‘three-year 
growth 
projections 


shift by 
the hour. 


this is the surge əconomy, where more business is condensed into seconds 


than used to get done in a day. and the only constant is change. in the surge 
economy, the only way to thrive is to be flexible. intel provides the technology that 
keeps your options open. makes your business agile. doesn't eat into your bottom 
line. from mission-critical servers and powerful workstations. to innovative 
networking and communications solutions. to state-of-the-art internet data cen 

intel makes the technology that makes you ready for anything. because in the surge 
economy, long-term business plans aren't written in stone. they're e-mailed every 


monday morning. 





Japanese shares 


Southward ho! 


HEN politicians talk about propping 

up stockmarkets, it is usually because 
share prices are falling. In this respect, Japan 
is no exception. On October 17th, Japan's fi- 
nancial authorities said they would delay a 
capital-gains tax reform scheduled for next 
April because it might hurt the country's 
sickly equity markets by dampening 
individual investors’ appetite for shares. 
This hunger is more than a little reduced 
anyway. On October 18th the Nikkei 225 av- 
erage dropped below 15,000 for the first time 
in 19 months. In the past two weeks it has 
dropped by more than 8%—almost 30% off 
this year’s high. This is a bear market within 
a bear market: the Nikkei is down some 60% 
since its record high in December 1989. For 
all the politicians who say the economy is re- 
covering, investors are clearly unconvinced. 

This seems a puzzle. Companies’ profits 
are growing sharply (though admittedly 
they were desultory before). At the begin- 
ning of the year, pundits were predicting 
that equities would race up. Now they are 
much less sure—and for good reason. 

Some of the factors depressing shares are 
the same ones that have afflicted them for 
the past decade. Rising unemployment, 
weak consumption, falling asset values, 
masses of debts and an attitude to restruc- 
turing that even optimists might describe as 
optimistic have led to a surge in bankrupt- 
cies and financial instability. The situation 
appears to be worsening: witness the col- 
lapse of Chiyoda, a life insurer, earlier this 
month, the biggest bankruptcy since the sec- 
ond world war, and the wobbly state of 
Daiei, Japan's biggest retailer. There are 
scores of other troubled firms. 

Japanese shares are also being dragged 
down by American ones. And partly for the 
same reason: the clouds over America's Nas- 
дад —а slowdown in the semiconductor sec- 
tor, shrinking profit growth and silly valua- 
tions—have also darkened the outlook for 
Japan's high-tech exporters (which provide 
most of the country's export growth). This, 
said Masaru Hayami, the governor of the 
Bank of Japan this week, is his biggest con- 
cem for the economy. 

But there are also more subterranean 
forcesat work. The stockmarket's fall is made 
worse by the increased unwinding by big 
banks (some of the biggest holders of shares) 
of cross-shareholdings in other companies. 
In the first nine months of the year, big banks 
sold a net ¥2 trillion ($18.7 billion) of stocks. 
The trend is likely to continue, says Ryoji 
Musha of Deutsche Securities. The introduc- 
tion of stricter accounting standards this 
year means that banks will have to value eq- 
uities at market, rather than historic, prices 
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Who wants to be a millionaire? 
Nikkei 225 average 








Weve Vou" Lana laua Lana TTS — o 


аЛа ља Лалала ала. 
1989 90 91 92 93 94 95 96 97 98 99 2000 


Source: Primark Datastream 


when they close their books next March. 
With mountains of bad loans already 
weighing down their balance sheets, banks 
have little tolerance for other assets that per- 
form almost as badly—especially since they 
arecounted towards their capital ratios. 

The recent round of consolidation in the 
financial industry has given them another 
excuse to step up this process: merger part- 
ners need to prune holdings so that banks’ 
combined stakes do not exceed 5% of a com- 
pany’s stock, the legal limit. Finally, the Bank 
of Japan’s decision to raise interest rates has 
meant that banks will probably have to sell 
shares to cover losses from borrowers, who 
may become unable to bear the burden of 
higher interest payments as well as to meet 
increased interest bills to depositors. If rates 
are raised further—admittedly an unlikely 
prospect at the moment—banks will proba- 
bly have to sell still more. 

All this would not be so painful if there 
were demand to meet the rising supply of 
equities. Is there? Sadly, no. Japanese compa- 
nies, which have been net sellers of equities 
for the past six years or so, are still selling 
them in order to avoid further unrealised 
losses on their equity portfolios. 

Demand from individual and foreign in- 
vestors, the two segments which pushed up 
the Nikkei 225 earlier this year, is also weak. 
Individual investors were lured by a boom 
in high-tech stocks, but after the crashes of 
Softbank and Hikari Tsushin, two favoured 
plays (the latter now trades at just 1% of its 
March peak), they have quickly retreated. In 
September, net purchases of shares by in- 
vestment trusts fell by more than 80% from 
their peak in March. 

Foreign investors, long the buyer of last 
resort, sold a net ¥2 trillion of stocks in the 
first nine months of the year. These investors 
can be broadly divided into two kinds, says 
Alexander Kinmont of Morgan Stanley 
Dean Witter. Much of the selling has been by 
American investors, whose Japanese invest- 
ments are concentrated in the high-tech sec- 
tor. Only the presence of a second set of in- 
vestors, mainly British and other Europeans 
who are constrained by their benchmarks, 
has prevented an even bigger sell-off. And, 
while some foreigners believe the market is 
now undervalued, they are not, understand- 
ably, jumping back in. 


FINANCE AND ECONOMICS 


Pension funds, both public and private, 
have provided most of the support this year. 
Rarely do they change their asset-allocation 
decisions once they have decided on their 
strategies in March. But there are rumours 
that, ifthe current downturn continues, they 
may rethink. 

The cloud hanging over Japan’s stock- 
markets does have a silver lining, however. 
As cross-shareholdings are unwound, com- 
panies will no longer be able to count on un- 
questioning support from chummy cor- 
porate shareholders. Japanese companies 
will have to start focusing on shareholder 
value to attract new investors. This ought, at 
some point, to boost their shares. People in 
the financial industry havebeen saying such 
things for ten years. Still, at least Japanese 
shares are cheaper than they were. 
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The euro 
Zip it, Wim 


A: good central bankers know that their 
job requires unusual discretion. Most of 
them keepin mind a simple commandment: 
say as little as possible as obscurely as possi- 
ble—and always know why you are sayingit. 
Soclosely do markets watch central bankers' 
words that any statemen: will be picked 
apart for evidence of intent to, say, intervene 
on behalf of a currency. Clcuding that intent 
isan essential part of the job. 

All the more extraordinary, then, that 
Wim Duisenberg, the head of the European 
Central Bank (Ece), should betray basic ig- 
norance of the rules. In a newspaper inter- 
view published on October 16th, Mr Duisen- 
berg was asked a sharply worded, but 





Duisenberg with lips zipped 
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hypothetical, question - about whether a 


: slump in currencies caused by a war in the 
- Middle East might be the kind of circum- 
Stance that would lead central banks to in- 
tervene in the markets. Given that the ECB 
had recently intervened to prop up the flag- 
ging euro, his reply deserves a prominent 
place in an anthology of central-banking 
‘bloopers: 1 wouldn't think so." 

Those apparently innocuous words 
were predictably seized upon by currency 
traders as signalling that the ксв has no 


:; plans to repeat the co-ordinated: interven- 


обов used last month to prop up the ailing 
‘euro. Itwas all they needed to renew their as- 


ваше Within hours of the interview’s publi- 


<- cation the euro fell back below 85 cents; on 

с. October 18th it reached anew low. 

If that seemed a harsh response, Mr 
Duisenberg suffered further humiliations 
the next day. First, the euro recovered a little 

when a rumour circulated that he was about 

to resign. Then, more importantly, his re- 
mark was effectively slapped down by com- 
~ ments from the German and Belgian mem- 
`. bers of the ксв% governing council. They 

- strongly defended the official line; namely 
thatthe bank believes the eurois profoundly 

undervalued and that there is a willingness 

among leading countries to intervene to 

‘influence its exchange rate. Embarrassingly 
for Mr Duisenberg, Ernst Welteke, the presi- 
dent of the Bundesbank, Germany’s central 
bank, said that intervention “can be success- 
ful only if one does nottalk about it.” 

^. "This dressing-down carried the uncom- 
fortable implication that Mr Duisenbergis in 








danger of forfeiting the trust of his colleagues 
f he does not button his lip. And there was 


plenty of other sniping. Across Europe, poli- 
ticians bemoaned ће ecr’s poor manage- 
ment of the euro. They have to choose their 
words with care because the ecs’s indepen- 
dence is enshrined in law. But, like central 
bankers, they can also use silence as a 
weapon. Asked this week whether he 
thought Mr Duisenberg was doing a good 
job, Laurent Fabius, France's finance minis- 
ter, kept mum. 

Joachim Fels, a currency analyst with 
Morgan Stanley Dean Witter, argues that 
what the ECB does is far more important 
than what its officials say. He also points out 
that, although traders pushed the euro lower 
after Mr Duisenberg’s comment, they did 
not immediately test the bank’s willingness 
tointervene. That could have meant that last 
month's action had restrained the exchange 
rate's fall. But by October 19th, the euro was 
trading below 84 cents, suggesting the ECB 
had far from weathered the storm. 

Clearly his blunder has cost Mr Duisen- 
berg dear. In recent weeks he has come un- 
der fire from European policymakers who 
blame the ece for failing to protect the euro. 
There is also a growing lobby that thinks the 
governing council, which has 17 members, is 
too unwieldy a body to act consistently and 
decisively. But there seems little chance for 
now that Mr Duisenberg will resign or be 
forced out. His likely successor, Jean-Claude 
Trichet, the governor of France's central 
bank, is temporarily unavailable owing to a 
magistrate's investigation into his involve- 






‘ment in shenanigans at state-owned Crédit 


Lyonnais a decade ago... 

Perhaps worst of all, this week's fracas 
came as new figures showed that headline 
inflation in the euro zone is at its highest 
since the euro was launched at the start of 
1999 (see earlier article). The ECB faces an 
awkward dilemma. If it raises interest rates 
much above their present level of 4.75%, it 
risks choking an economy that is already 
showing signs of slowing. That would bringa 
fresh wave of criticism: But it also points to 
the foolishness of Mr Duisenberg’s remarks, 
With real policy issues to worry about, what 
on earth is he doing answering clever ques- 
tions about make-believe ones? 





Trade 


For the Byrds 


OULD Robert Byrd be taking lessons 

from Ariel Sharon? Apparently he can- 
not abide the cautious peace stitched to- 
gether this month by America and Europe 
on their big trade disputes. Only days after 
Mr Sharon inflamed Israeli-Palestinian ten- 
sions, the cantankerous former majority 
leader of the Senate pushed through a piece 
of legislation that could torpedo the fragile 
transatlantic détente on trade. 

Mr Byrd has become something of a 
loose cannon in the Senate of late, but little 
could compare with his latest antics, The 
problem is an amendment that Mr Byrd 








: | Short-changed 


OUNG savers in Italy have just been 
taught a lesson on the pitfalls of hoard- 
ing their small change, On October 16th, 
s0-.and 100-lire micro-coins ceased to be 
legal tender. The larger cf the two is a mere 
18.3mim in diameter and weighs only 33 
grams; the so-lire coin weighs in at 2.7 
г grams and is roughly the size of a shirt but- 
лоп. Alas; what is probably the world's 
smallest coin is no more. 

Coins; have been an annoyance for 
Italians for years. What, after all, was the 
point of them? As rapid inflation ravaged 

ће lira's value, coins seemed like, well, 
small change. And there were never 
enough of them. As à result, in the 1970s, 
shopkeepers foisted sweets on customers 
instead of change. 

Then, in 1990, when problems over 
coins and change seemed a thing of the 
past, the Istituto Poligrafico e Zecca dello 

|. Stato (the state mint) started minting the 
^ micro-coins. Over the next few. years it 
produced 324m of the 100-lire coin, and 
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511m of the 5o-lire one. Easily lost in pock- 
ets and purses and useless for coin-oper- 
ated machines, many of the micro-coins 
ended upin children's piggy-banks. 

Pity the poor children. Although 
the coins can no longer be used for 
shopping, they are not exactly worth- 
less. The Bank of Italy, the central bank, 
hastened to reassure Italians that there is 
notimelimiton exchanging thecoins for 
legal tender. But this can be done 
only at the Bank's provincial 
head offices, а hassle even for 
those wholive in provincial capi- 
tals and an impossibility for most 
piggy-bankers, 

The kerfuffle over the small 
coins is a warning for all coin- 
hoarders. In 2002, the euro is to re- 
place the lire. Piggy-banks will 
have to be emptied. Savers are 
probably hoping that euro coins 
will be around for longer than the 
late, unlamented micro-coins. 
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tacked on to this year's agriculture-appro- 
priations bill in the committee to thrash out 
differences between the House and Senate. 
This would give anti-dumping duties to the 
companies that the duties are designed to 
protect. Therein lies the problem: those du- 
ties have already been set, according to 
World Trade Organisation (wro) rules, to 
offset unfair pricing by foreign exporters; 
handing them over as subsidies to domestic 
firms adds a second layer of protection. 

European officials are understandably 
fuming. Günter Burghardt, Europe's ambas- 
sador in Washington, has threatened to sue 
America in the wro if the bill becomes law. 
America would almost certainly lose. But 
bureaucrats from Brussels are not the only 
opponents of the amendment. The Clinton 
administration is also vehemently against it. 
It points out that the same ideas were re- 
jected during negotiations in Congress on 
the terms of America's participation in trade 
agreements forged by the Uruguay round. 
Similar bills promoted by Mr Byrd were 
killed in the House and Senate early last year. 
A co-sponsor of the earlier ill-fated House 
bill, Joe Skeen, is the main sponsor of the ag- 
riculture bill. Yet this time around, Mr Skeen 
spoke out against Mr Byrd’s amendment 
and suggested that, by changing the treat- 
ment of the duties, it might trespass on other 
House committees’ affairs. 

Even taxpayers’ rights groups, which 
generally applaud the return of government 





Coming home to roost 


revenues to the private sector, are up in arms. 
Pete Sepp, vice-president for communica- 
tions of the 300,000-member National Tax- 
payers Union, a lobby group, says the 
amendment "ought to raise eyebrows" and 
"is going to encourage a great deal of anti- 
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competitive actions." Mr Sepp is not con- 
cerned that the Treasury would lose reve- 
nues or that trade agreements might be vio- 
lated. Rather, he worries that companies 
might engage in bounty-hunting at govern- 
ment expense; he does not want to see taxes 
spent on frivolous anti-dumping cases 
brought by firms that havenothing to lose. 

Mr Byrd's amendment was passed in the 
committee because politicians did not un- 
derstand its implications. For their part, priv- 
ate-sector lobby groups saw easy money up 
for grabs. Now it may be too late to undo the 
damage. The agriculture bill has already 
passed the House and, because the amend- 
ment has been passed by the conference 
committee, the Senate cannot strike it. De- 
spite his objections, the presidentis reluctant 
to delay the bill because it contains lots of 
other essential spending. His deputies have 
organised a rearguard action, to be led by 
Philip Crane in the House, to reverse the 
amendment's provisions. But this effort 
might not succeed before Congress ad- 
journs, leaving America’s flank vulnerable to 
a European counter-attack. 

What was Mr Byrd thinking? In his home 
state of West Virginia, steel producers and 
farmers have found life tough of late. In ad- 
dition to ensuring “fair” prices on world 
markets, Mr Byrd wants to rebuild crippled 
industries. But tinkering with important leg- 
islation, distorting incentives and risking a 
trade war is hardly the best solution. 


— m 





Fund management 


Whoops 


45 E ENJOYED most of it," says David 

Manning,a tech-shy fund manager 
at Foreign & Colonial, a British fund-man- 
agement firm. Alas, many of his peers have 
been less shy—and so less fortunate. It has 
been a torrid third quarter, with interest 
rates rising around the globe and shares 
tumbling, not least those in high-tech com- 
panies. Fund managers who have stuck to 
tech stocks in the past few months have 
been horribly burned. 

Oddly, this was the first month fora long 
time when fund managers did not say that 
such stocks were their favoured punt, ac- 
cording to the latest survey of fund manag- 
ers by Merrill Lynch. “Boring” banks are now 
favoured. Exactly why you would be bearish 
on technology companies and bullish on 
banks is a little unclear, given that banks 
have lent so much to the technology compa- 
nies to fulfill their dreams. 

Still, technology funds have been the 
worst performers of late. Lipper, a research 
firm, says that Aberdeen European Technol- 
ogy, a British unit trust (mutual fund) lost 
40% of its worth between March and the end 
of September. Smith & Williamson Global 
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Tech has lost more than 30% over the same 
period. As in Britain, so in America—and es- 
pecially in any funds devoted to Internet 
stocks. Those managed by Jacob Internet 
have lost some two-thirds of their value 
since the beginning of the year. 

Even slightly more diversified funds 
have been beaten up rather badly. Accord- 
ing to Morningstar, another research firm, 
Putnam's orc Emerging Growth, which 
took—surprise!—a big punt on technology, 
has lost a third of its value so far this year. 
Some of the funds managed by Janus, an- 
other big, aggressive American fund man- 
ager, have lost anything up to 30%. Fidelity, 
the biggest private fund manager, which had 
large bets in telecoms, now perhaps wishes 
that it had not. Despite its neutral positions, 
even the stolid J.P. Morgan Asset Manage- 
ment has suffered. 

Hindsight is, of course, a wonderful 
thing. Yet there are some firms that tried not 
to be sucked into the technology bubble— 
Philips & Drew (pap), for example—and 
were, until now, swamped by it. Both pap 
and Foreign & Colonial have been consis- 
tently underweight in this sector these few 


months past. But both, and pap in particu- 
lar, have fared splendidly of late. 

That is just. pap had suffered in the pre- 
vious few years for its sceptical stance. Pen- 
sion funds gave it the cold shoulder. The ty- 
ranny of indexing meant that it was 
well-nigh impossible to ignore tech stocks. 
These performed fabulously over the past 
few years, leading to ridiculous valuations. 

Signs of decay started in March; by May 
Nasdaq had lost some 40% of its value, Two 
spikes in the index’s value quickly sagged. 
That is unlikely to be the end of it. “The Nas- 
daq could fall another 50%,” says Gary Du- 
gan, an investment manager at J.P. Morgan. 
Most technology stocks are still pretty ex- 
pensive. (By way of comparison, when Ja- 
pan's NTT was floated in the late 19905, its 
price-to-earnings or p/e ratio, later consid- 
ered silly, was 70; some tech companies still 
have no "e". 

After the most recent bloodbath, the lat- 
est trend in investment management is to 
buy distressed assets on the cheap, prefera- 
bly at below their book value. Still, the tech- 
nology sector should not be ostracised in its 
entirety, according to Michael O'Sullivan, a 
strategist at Commerzbank. There are still 
good investments in technology: the baby 
has been thrown out with the bathwater. But 
the bathwater is running out fast. 

s m" 
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liberals would care to admit 


N RECENT editorials The Economist has 
argued that governments are failing to 
defend globalisation—that is, capitalism— 
from false charges brought by assorted in- 
terest groups and turbulent youth, even 
though governments know that the main 
losers will be the "victims" of capitalism 
whose interests the leaders of the "back- 
lash" claim to advance. In this year's Win- 
cott Lecture, delivered in London last week, 
David Henderson, distinguished aca- 
demic, former chief economist of the OECD 
and noted liberal, agreed. with the basic 
thrust. of this argument but extended or 
modified itin several interesting ways. 
Mr Henderson pointed out, first, that 
the backlash is both older and newer than 
|. you might think. Among the old elements, 
|. the most important is a set of views about 
- society which Mr Henderson calls “do-it- 
| yourself economics”. The doctrines of piv 
г economics include the following: 
ө Industries or activities can be classed as 
“essential or inessential, or ranked in order 
of priority. - 
* When transactions take place across bor- 
ders, the state is involved, so international 
competition is mainly between states. 
* Exports are a gain to each country, im- 
ports a loss. 
* Tariffs, import restrictions and export 
subsidies add to total employment. 
* Actions undertaken for profit, or more 
broadly from self-interest, are open to 
question as such. 

Of these, the last is probably the most 
telling, because it is fundamentally op- 
posed to the idea of the market as the best 
way of allocating resources. Politicians all 
over the world these daysassure audiences 
of their faith in markets ("markets where 
possible, government where necessary", in 
the words of Tony Blair). Yet they con- 
stantly betray their view that profit is sus- 
pect (hence “rip-off Britain"; hence "profi- 
teering" in almost any industry where 
prices are going up, regardless of the extent 
of competition) and that any activity un- 
dertaken for self-interested reasons is 
tainted (such and such is “tooimportant to 
be left to the market"). Even many econo- 
mists, says Mr Henderson, might agree 
with a shorter list of anti-liberal proposi- 
tions, including the view that “unfettered 
market processes favour the rich and pow- 
erful, rather than the poor, so that typically 
their outcomes are arbitrary and unjust.” 

So the idéa that govemments are con- 
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‘Anti-liberalism old and new - 
















Today's backlash against globalisation weaves together ancient and 
modern strands of thinking. Politically, the result is stronger than many 





vinced of the virtues of globalisation but 
are cravenly refusing to make the case for it 
is, in Mr Henderson’s view, wrong. Gov- 
emments are far from convinced of the 
intellectual case for capitalism and global- 
isation, whatever their claims. Politicians, 
bureaucrats, interest groups and broad 
swathes of public opinion are united in a 
conviction that profit (and hence the mar- 
keteconomy)is morally impaired. 





In ordinary times, this inclines govern- 
ments to anti-liberal policies. Liberalism 
makes leaps from time to time, as it did in 
the 1980s and early 1990s—but only when 
the failures of non-market alternatives be- 
come so egregious that they are impossible 
to deny. This happened in the 1970s and 
1980s, for instance, with nationalised 
industries, wage and price controls, de- 
velopment through “import substitution”, 
and, above all, communist central plan- 
ning. In ordinary times, anti-liberal ideas 
are widely shared and very influential. 

None of this is new, however. What, 
then, is new about the current “backlash”? 
One thing is the rise of “non-governmental 
organisations" (NGOs). They fight not so 
much for particular interests as for causes, 
giving rise to the tendentious but tactically 
useful labels, “public-interest groups" and 
"civil society". Increasingly, these largely 
anti-capitalist bodies are granted formal 
standing in the machinery of international 
government, strongly reinforcing those 
earlieranti-liberal tendencies. 


The other new elements, says Mr Hen- 
derson, are in the realm of ideas rather than 
actions. Anti-liberal thought has now en- 
compassed the collapse of communism, 
hitherto its greatest embarrassment. Anti- 
liberals are no longer flogging the dead 
horse of central planning as an alternative 
to the market; instead, they insist mildly 
that capitalism be given a "human face". 
The underlying prejudices about profit 
and economic justice may still be pseudo- 
Marxist, but calling for capitalism to be hu- 
manised is a far more appealing proposi- 
tion than calling for it to. be overthrown. 

Another new thing is that the circle of 
presumed victims of capitalism has been 
widened, further reinforcing the tendency 
towards intervention. Mr Henderson cites 
the case of labour laws, where perceived 
inequalities in employment are taken as 
evidence of discrimination—that is, as evi- 
dence that people’s rights are being vio- 
lated. “Human rights” are expanding rap- 
idly. The idea is no longer confined to the 
traditional “negative” rights to liberty, 
physical security and protection of prop- 
erty, but extends to new "positive" rights— 
for instance, to terms of employment re- 
garded as “adequate” in the West. Once 
such rights are recognised as universal, ev- 
ery worker in the third world, by defini- 
tion, suffers injustice. This vastly multiplies 
the number of capitalist victims, and 
makes it all the more urgent that capitalism 
should be tamed. 

Added to all this is the new interna- 
tional dimension. Exaggerated fears of the 
impact of globalisation on workers in in- 
dustrial countries go hand in hand with a 
new agenda for intervention at the global 
level. So it is natural for NGos to focus their 
efforts on the World Bank, the rwr and the 
wto—those handmaidens of today's spe- 
cifically international species of capital- 
ism. This attacks the liberal order at its 
weakest point. Once they go international, 
the мсо can expect to gain allies among 
rich-country governments and, no less, 
among rich-country corporations as well: 
allofthem havea political or economic in- 
terest in embracing varieties of "social 
responsibility" that offer protection 
against competition from producers in the | 
developingcountries. 

This new improved anti-liberalism is 
dangerous, all right. But it is naive to hope 
that governments will resist it while they 
find somuch in itto agree with. | 





Mr Henderson's lecture will be published in London 
early next year by the Institute of Economic Affairs and 
in the meantime can be read on its website, 


www.iea.org.uk, 
emit. nd 
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SCIENCE AND TECHNOLOGY 





Genetic testing, which can reveal individuals susceptibility to disease, is 
widely regarded as bad for consumers but good for insurers. The truth is more 


complicated, however 


VERY newborn baby is dealt a genetic 
Папа of cards which helps to determine 
- how long he or she will be allowed to play 
the game of life. There are good cards, which 
` predispose those who have them to a long 
| and healthy existence, and there are bad 
. cards, which predispose people to high 
blood pressure, say, or heart disease. Occa- 
_ sionally, cards are dealt out that doom their 
: holders toan early and debilitating death. In 
. the past, people never knew exactly which 
. cards-in other words, which genes—they 
` had been dealt. They could guess at the fu- 
{иге only by looking at the kind of health 
problems experienced by their parents or 
- grandparents (who provide the metaphori- 
. cal pack from which the cards are dealt). 
`. Genetic testing, which makes it possible 
ло probe for dangerous genes, has changed 
. allthis. But, until recently, if you tested posi- 
уе fora bad gene you were not obliged to 
: reveal this to anyone else except in a few ex- 
_ treme circumstances. This month, however, 
Britain became the first country in the world 
toallow life insurers to ask for test results. 
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So far, approval has been given only fora 
test for a fatal, degenerative brain disorder 
known as Huntington’s disease. But ten 
other tests (for seven diseases) are already in 
use and are awaiting similar approval. If any 
test fails to gain approval, insurers have 
agreed to stop using it, and refund any in- 
crease in premiums they may have charged 
asa result. 

The independent body that grants ap- 
proval, the Department of Health's genetics 
and insurance committee, does not have to 
decide whether the use of genetic informa- 
tion in insurance is ethical. It must judge only 
whether the tests are reliable and relevant to 
insurers. In the case of Huntington’s disease 
the answer is clear cut. People unlucky 
enough to have this gene will die early, and 
cost life insurers dearly. 

This is only the start. Clear-cut genetic 
answers, where a gene is simply and directly 
related to a person’s risk of death, are un- 
common. More usually, a cluster of genes is 
associated with the risk of developing a 
common disease, dependent on the pres- 






























































ence of other genetic or envi 
tors. But, as tests improv 
possible to predict whether ort 
lar individual is at risk. In the п 
researchers scrutinising the human ge 
will discover more and more about the func- 
tions of individual genes and what health. 
risks—or benefits—are associated with 
them. And, if the flurry of patents related to: 
genetic diagnostics is anything to go by; 
DNA-Chip technology will revolutionise ge- 
netic testing by making it possible to probe 
for a large number of different genes at once. 


Winners and losers | 
What are the implications of giving provid- 
ers of life and health insurance routine ac- 
cess to the results of such tests? The commo 
perception is that it will be good news for 
insurers, who will be able to avoid insuring 
bad risks {or atleast charge far higher premi- 
ums);and bad news for consumers, who will 
be reluctant to be tested in case they end up 
having to pay more. In Ғаст, insurers have 
much to fear from the advent of genetic tes 
ingas consumers do. 
At the moment, most governments re 
strict or prohibit the use of genetic-test i 
formation by insurers. Legislation in Ame! 
ica is not yet federal, but insurers in 18 states 
cannot deny applicants coverage, canci 
their policies or charge higher premiums o 
the grounds of genetic make-up. A law i 
Austria bars insurers and employers. fro 
obtaining the results of genetic tests. Ani 
France, the federation of insurance compa 
nies (membership of which is voluntary) has 
declared a five-year moratorium on the u 
of such tests. 
But. such restrictions spell. trouble for 
insurers, At the moment, the principle of 
“utmost good faith” obliges an applicant f 
insurance to disclose any information rel 
vant to the insurer, under penalty of voi 








iding 
the agreement. Permitting the non-disclo- 
sure of a pivotal risk factor, such as a genetic- 
test result, would undermine one of the fun- 
damentalsof insurance. 
Someone who knows (thanks toa: test) 
that he is going to die within the next couple 
of years could insure himself for a hugé sum 
and then sell the policy toa third party.Sim 
larly, if health insurers were not allowed to 
know the results of genetic tests, people at 
higher risk could buy more insurance ar 
insure for higher amounts, while those 
tower risk would buy less insurance. "Non- 
disclosure of genetic-test results could spell 
the end of the life-insurance market," says 
Achim Wambach, an econoniist at the Uni- 
versity of Munich. 
Most countries are therefore likely to fol- 
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| Old salts 


HE New Mexican desert grows creep- 

ier and creepier. Ever since a spaceship 
supposedly crashed outside the town of 
Roswell in 1947, this arid landscape has 
been the rumoured home of all kinds of 
alien life. How fitting, then, that evidence 
unearthed not far from Roswell suggests 
that life could indeed have come to earth 
from outer space. The biologists who per- 
formed the research even have living ex- 
amples of this evidence growing on their 
laboratory benches right now. There is no 
need to panic, however: the creatures in 
question are harmless bacteria that were 
found preserved in a crystal of rock salt. 
But according to their discoverers, these 
very same bugs last wriggled a quarter of a 
billion years ago. 

Back then, in the Permian era, a vast in- 
land sea covered much of west Texas and 
south-eastern New Mexico. As the outlet 
linking this sea to the ocean became 
blocked, the sea began toevaporate slowly, 
leaving behind the mineral and saline de- 

с posits of the so-called Salado Formation. 
Russell Vreeland and William Rosenzweig, 

~ biologists at West Chester University in 

Pennsylvania, together with their col- 

league Dennis Powers, a geologist, started 

: analysing Salado salt crystals in the hopes 
of finding some biological record of this 
bygone time. As they report this week in 
Nature, they found what could be the 
world's oldest surviving life forms. 

Trapped inside the crystals of rock salt 
were tiny drops or "inclusions" of brine, 
capable of serving as perfect biological 































time capsules from the Permian era—pro- 
vided they had not been contaminated 
since. The researchers' most pressing con- 
cern, therefore, was to establish that the 
crystal samples, and their precious cargo, 
had remained intact since their formation. 
By using stringent sterilisation procedures, 
the researchers satisfied themselves that 
modern bacteria had (literally) only a bil- 
lion-to-one chance of slipping into their 
ancient samples. Then, after carefully drill- 
ing a hole into the crystals’ walls and re- 
moving the few microlitres of fluid from 
each inclusion, the researchers began test- 
ing their samples for life. 

Of the 66 inclusions examined, three 
showed evidence of viable bacteria. So far, 
the biologists have characterised just one 
of these strains. Itis a spore-forming bacte- 
rium, dubbed 2-9-3, which came from a 
crystal that was retrieved from the wall of 
an underground shaft in New Mexico. 





Through DNA sequence comparisons, Dr 
Vreeland established that 2-9-3 was 99% 
identical to a modern species called Bacil- 
lus marismortui, which has recently been 
shown to inhabit the brackish waters of the 
Dead Sea. Both 2-9-3 and its modem 
cousin appear to have adapted for survival 
in their respective salty homes, 

But 2-9-5is able to tolerate salinity only 
to a certain extent. When its surroundings 
grow too salty, it forms spores and waits 
until conditions improve. Indeed, this 
seems to be the key to its longevity. Dr 
Vreeland speculates that, as the Permian 
sea dried out, 2-9-3 retreated into its spore, 
where it survived comfortably, encrusted 
in salt, until aroused from its suspended 
animation 250m years later. (The previous 
record for longevity was held by another 
bacterium, which was revived after 25m | 
years, after being extracted from an extinct. | 
bee trapped in amber.) | 

Allof which gives rise to another, more 
fascinating, speculation: could such long- | 


lived spores have been the vessels that 
spread life through the universe? This the- 
ory, known as “panspermia” (literally, 
“seeds everywhere”), turns on the exis- 
tence of organisms tenacious enough to be 
able to survive long and difficult journeys 
across the vast distances of interstellar 
space. The work of Dr Vreeland’s group 
provides the most convincing evidence to 
date that such creatures do indeed exist. 
Crossing the galaxy in their crystal ships, 
these spores could then flourish on any 
planet where they found a hospitable | 
environment. An intriguing suggestion— 
especially since that very scenario could 
have brought life toearth, aeons ago. 














` low Britain's lead, and allow insurers to take 
|. account of genetic tests. “If the information 
is out there, it will eventually be used,” says 
< David Schiff at Schiff's Insurance, a trade 
publication. But compulsory disclosure of 
< testresults willalsocause enormous changes 
; intheinsurance industry. 
. >. Insurance is based on the notion that it 
_ makes sense to pool risk. By insuring enough 
people, insurance companies are relying on 
c the fact that, on average, the payouts to the 
: unexpectedly unhealthy policyholders will 
_ be offset by unnecessary premiums paid by 
Ье unexpectedly healthy, In an uncertain 
< world, individuals. are happy to go along 
_ With this and pool their risk with others. Ge- 
netic testing, however, promises substan- 
-tiallytoreduce the degree of uncertainty. The 
genetically best-off will choose not to pool 
` :theirrisk with others, the worst-off will find 
`- that they have become uninsürable, and the 
insurance market will shrink. 
(s s Governments thus face a choice be- 
. tween banning the use of test results and de- 
stroying the industry, or allowing their use 
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and creating an underclass of people who 
areeither uninsurable or cannot afford to in- 
sure themselves. This is already happening: 
even without genetic testing, people with a 
family history of Huntington's find it diffi- 
cultor impossible toget life insurance. 

One option for people who believe 
themselves to be bad risks, Mr Wambach 
suggests, might be to provide "genetic insur- 
ance"—inother words, insurance against the 
possibility of a bad test result. But that would 
have much the same effect as charging peo- 
ple with bad prospects higher premiums. 

Ultimately, governments will probably 
need to provide a safety net of some kind for 
those at high risk. Indeed, genetic testing 
may become the most potent argument for 
state-financed universal health care. 

Atthe moment such tests are still in their 
infancy. A better understanding of the ge- 
netic basis of disease promises to revolution- 
ise medicine in the coming years. But the im- 
plications for insurance and state-provided 
health care will beevery bit as dramatic. 


—Ó———Ó—————————— HÓN d 


Digital photography 
A sharper 
Image 


MALL, neat and convenient they may be, 
but digital cameras have yet to displace 
their film-based counterparts. The main 
problem is the quality of the images they 
produce. The sensory chip inside the sort of 
digital camera used by amateurs captures an 
image consisting, at most, of 2,000 by 1,500 
picture elements, or pixels. That multiplies to 
a mere 3m pixels. A photograph taken with 
standard 35mm film has the equivalent of 
about 20m pixels. This means that digital 
pictures can be pretty blocky affairs—ade- 
quate for snapshots or pictures on a web 
page, but not for the serious user. But if a re- 
cently unveiled invention lives up to its pro- 
mise, thatcould be about tochange. 
Existing digital cameras contain sensors 
based on one of two technologies. High- 
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. paper and advertising photographers, rely 
on а chip called a "charge-coupled device". 
ccps, which have been around since the 
early 1970s, consist of an array of elements, 
each of which acts like a “bucket” of electri- 
cal charge that fills up as light falls on it. A 
ccp can thus be used, in conjunction with a 
lens and a shutter, to capture an image: va- 
tiations in the amount of charge stored in the 
buckets correspond to variations of bright- 
ness in the image.The best ccps can capture 
6m pixels—not quite film quality, but often 
close enough. 

In 1995 a new kind of sensor emerged, 
based oncomplementary metal-oxide semi- 
conductor (cmos) technology, the process 
used to make the vast majority of the world’s 
silicon chips. This means that, unlike ccps, 
which are fabricated in specialist factories, 
CMOS sensors can be manufactured using 
standard chip-making equipment, which 
makes them a lot cheaper to mass produce. It 

` was the introduction of cmos that allowed 
- digital cameras to become mass consumer 

`. items, even though cmos chips did not 
match the resolution or quality of ceps. 

The accepted wisdom in the industry 
held that ccps would continue to dominate 
the professional end of the market, but that 
CMOS sensors would gradually improve, 
7 perhaps drawing level with ccps by around 
2003. So a collective gasp went up when Fo- 
-veon, a small company based in Santa Clara, 

alifornia, unveiled its new prototype sen- 
sor at the Photokina trade show in Cologne 
_last month. Itisa cMos sensor, yet it outdoes 
even the best ccps, with an unprecedented 
_ resolution of 16.8m pixels. 
| Making such a large cmos sensor, says 
“Dick Merrill, Foveon’s chief scientist, re- 
quired new circuit-design techniques to 
г overcome the current leakage which restricts 
the amount of data that a cmos sensor can 
г store. It also needed subtle (and, for now, se- 
|. ret) modifications to the cmos manufac- 
_ turing process. But the result is a sensor that 
iş said to be as good as the best ccps. 
High-resolution cmos sensors have a 
number of advantages over ccps, says Mr 
- Merrill. As well as being cheaper, cmos tech- 
nology makes it possible to include extra 
< functions on the sensor chip itself. Future 
_ chips could handle image-processing tasks: 
. Sharpening edges, smoothing areas of flat 
colour such as blue skies or skin tones, and 
- generally knockingon the head the old adage 
„thatthe camera cannot lie. 
| Another advantage, from a professional 
photographers point of view, is that, since 
CMOS sensors are essentially glorified mem- 
-sory chips, it is possible to study a particular 
_areaof the image repeatedly (while focusing, 
for example) before capturing a finished ver- 
-. Sion. This is not possible with ccps, which 
- Tequire the whole image to be read outin one 
lump. Another benefit is that a cmos sensor 
typically consumes about a tenth of the 
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-quality models, such as those used by news 








power of accp of equivalent resolution. 
Now that cmos sensors have leap- 
frogged over ccps, however, the most im- 
portant point is that the way is clear for a 
Moore's Law-like improvement in image 
sensors. It may be some time before 16.8m- 
pixel sensors trickle down to the consumer 
market, but it is sure to happen eventually. 
At which point, film really will be doomed. 


Quantifying information 


Byte counters 


BERKELEY, CALIFORNIA 


ДЕ drowning in too much їп- 
formation? At least you can now find 
out precisely how much you are missing: 
about two exabytes. (An exabyte is roughly a 
billion times a billion bytes, or the equiva- 
lent of about 20 billion copies of The Econo- 
mist). This is the estimated amount of un- 
ique information the world is currently 
producing each year. At least, it is the figure 
calculated by a group of researchers at the 
School for Information Systems and Man- 
agement at the University of California, 
Berkeley, led by Peter Lyman and Hal Varian. 

Estimating the world’s information out- 
put appears a rather superfluous undertak- 
ing. But soon, the authors of the study point 
out, it will be technologically possible for an 
average person to obtain access to virtually 
all recorded information. Some questions 
then arise naturally. How much information 
is there to store? And how much space 
would be needed to store everything? 

It is easier than might be expected to 
come up with a more or less acceptable an- 
swer. Enough is known about how much 
original content is packed on the four main 
storage media: paper, film, optical disks and 
magnetic devices such as disks and tapes. 
Take film, for instance. More than 80 billion 
photographs are taken each year around the 
world, according to America’s Department 
of Commerce. UNESCO puts the number of 
movies produced annually at 4,250. And 
then there are 2 billion x-rays. 








. The researchers translated these num- 
bers into bytes—s megabytes per photo, 
4,000 megabytes per film, 8 megabytes per 
x-ray, for example—and added them up (see 
chart). Todo this, they madecertain assump- 
tions about the degree to which digital in- 
formation is compressed to save space. (The 
study also offers lower estimates that as- 
sume a higher degree of compression.) 

Even the authors admit that their num- 
bers are rather soft. It is difficult, for example, 
to distinguish “copies” from “original” in- 
formation. Newspapers are often published 
on paper as well as on the web. But some 
conclusions can still be drawn from the esti- 
mates, One such is the “democratisation of 
data". It is individuals around the globe who 
create and store most of the information— 
about 740,000 terabytes (thousand billion 
bytes) a year. Published information adds 
up toa mere 285 terabytes. 

Another interesting, though not entirely 
surprising, finding is that information is be- 
coming increasingly digital. No other form of 
information is growing faster. While unique 
content on paper and film grows slowly; 
shipments of optical and magnetic storage 
media are doubling each year. In uncom- 
pressed form they total 1.4m terabytes. 

The researchers also calculated the 
amount of information generated by com- 
munications such as e-mail, radio and tele- 
phone calls—since all of this will probably 
be archived systematically in the near future. 
The results are equally staggering. About 610 
billion e-mails are sent each year in America 
alone, adding up to more than 11 terabytes. 
But this is nothing compared with the 
mountain of data generated by telephone 
calls: 576,000 terabytes. 

All these numbers, critics might object, 
mean little—and only add to the general in- 
formation glut. But there are some fascinat- 
ing factoids amongst the figures. Did you 
know, for example, that mankind produces 
about ım books per year, each with an aver- 
age of 300 pages; that copiers, printers and 
other machines churn out about 15 trillion 
pages annually; or that about 2.5 billion cps 
were shipped in 1999? 

Enough, already. For, as the authors of 
the study point out, while hu- 
manity is producing ever more 
information, it doesn't con- 
sume much more than it did 
eight years ago—in the United 
States, at least. The total time 
American households spend 
reading, watching television or 
listening to music increased 
only slightly from 3,324 hours in 
1992 to 3,380 hours in 2000. And 
how much information did 
they. inhale during that time? 
Exactly 3,344,783 megabytes. So 
now you know why you're al- 
ways outof breath. 
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The plainsman's song 


In Aaron Copland's centenary year, audiences are discovering that he was 
much more than a musical patriot and adapter of American pioneer song 


HE best-loved music of Aaron Copland 

sings with the voice of heartland Amer- 
ica. Hoe-downs from the hayseed ballets, 
"Rodeo" and "Bill the Kid", bring the 
homely rhythms and naive tunes of the 
plains-country into the concert hall and op- 
era house. The stern white clapboard world 
of rural Protestantism is palpably evoked in 
the solemn, diatonically dissonant opening 
chords of the song, “At the River", and in the 
use of artless Shaker melody in "Appala- 
chian Spring". New England puritan repres- 
sion and cowboy taciturnity alike speak out 
in the film scores of “Our Town" and “The 
Red Pony”, while “Lincoln Portrait" embod- 
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ies the rugged individualism and integrity of 
the democratic national spirit. 

The apostle of this pioneer heritage in 
American music was, in fact, no son of a 
Kansas preacher, but rather, as he himself 
putit with characteristic self-deprecation, “a 
brash young man from Brooklyn". Aaron 
Copland (Kaplan) was born in 1900 into a 
large Lithuanian-Jewish merchant clan. His 
mother had spent her childhood in a Texas 
general store, but he had known only the ur- 
ban immigrant world of New York city when 
he left to study music in Paris at the age of 21. 
A pupil, protégé and favourite of Nadia Bou- 
langer, a legendary mentor to so many 
American musicians, his talent was recog- 
nised and his music performed relatively 
early. By the time he died in 1990, after a long, 
steady and hardworking career, he had be- 
come an American institution renowned, 
loved and revered around the world. 

Copland came upon his “voice of Amer- 
ica” idiom in the 1940s and 1950s, and his 
considerable reputation rests chiefly on a 
handful of popular, accessible works from 
that period. An unflamboyant lifestyle has 
inspired little mythology about his private 
life and personality. It is as if, like the endur- 
ing landscape he celebrates, he somehow 
was always there. In this, his centenary year, 
a new biography and a spate of commemo- 
rative concerts offer a welcome opportunity 
to make a more discerning acquaintance 
with both the man and his music. 

Copland’s avuncular image as a doyen 
of American music is avowed by the volu- 
minous testimony of all who knew him as 
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to his generosity, kindly nature and wry 
sense of humour. However, this image im- 
plies a certain blandness which character- 
ised neither his life nor his music. At the New 
York premiere of his organ symphony in 1925, 
Walter Damrosch, a conductor whose views 
were listened to, opined that if a young man 
could write such a piece at the age of 25, with- 
in five years he could be expected to go on to 
commit murder. 

In his journal, Copland mildly ponders 
the propriety of bowing in answer to the 
hisses that routinely greeted his new work. 
Exhibitionism was anatherna to his thought- 
ful, unassuming nature. Among those who 
knew him, Copland was open about and ap- 
parently at ease with his homosexuality. He 
never settled down to a long-term relation- 
ship but was patient and forgiving with his 
sometimes wild and violent younger lovers, 
loyal for life to those who moved on. 

These, together with many other less 
well-known aspects of Copland's life (his 
championing of Latin American music, his 
association with composers of other schools 
and styles from around the world, his tireless 
teaching and globetrotting to conferences 
and workshops)are all amply set out in How- 
ard Pollacks exhaustive 1999 biography, 
“Aaron Copland: the Life and Work of an 
Uncommon Man" (Henry Holt, $37.50; Faber 
and Faber, £30). 

This definitive work will be essential to 
future Copland scholarship. The subject 
matter is divided by topic rather than follow- 
ing a continuous narrative. This makes for a 
difficult read, though it fac:litates quick dip- 
ping and fact checking. Each musical work 
receives an analysis in some detail but with- 
out musical examples. The result is a text at 
once too specific for a general reader while 
insufficient for a specialist. The facts are 
there, and the writer'ssincerecommitmentto 
his subject is evident, but Copland's own dis- 
arming persona somehow gets lost in the 
researcher's zeal. 

To hear that gentle, urbane, genial voice, 
given to chuckles and giggles, one must refer 
to the two-volume “Copland: 
1900-42” and “Copland: since 
1943" (both St Martin's Press, 
$19.95 and $17.95), which were 
published in the 1980s and 
edited by Copland himself and 
Vivian Perlis. Compiled from 
the composer's journals, inter- 
views and testaments by 
friends and colleagues, with 
background and connectives 
by Mr Perlis, these books give 
not only a lively feeling of the 
man and his work but also of 
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the whole bustling world of 2oth-century 
arts in America. For Copland's ideas about 
music and composition, his 1939 book 
"What to Listen For in Music" (Penguin usA, 
$6.99)isstillin print in America and provides 
a highly readable, comprehensive, down-to- 
earth guide for the average concert-goer to 
deepen his or her understanding and enjoy- 
ment of music. The tone is not didactic but 
chatty. The composer seems to delight in set- 
ting down his historical and theoretical in- 
sights, as well as his enthusiasms and pet 
peeves for the reader’s consideration. 

For the cautious and philosophical com- 
poser, the only legacy of enduring impor- 
tance was the music. Leading up to what 
would have been his 100th birthday on 
November 14th, his name is on concert pro- 
grammes around the world. Old favourites 
such as “Fanfare for the Common Man” and 
“Old American Songs”, of course, predomi- 
nate, but the centenary will also give a fresh 
chance to reappraise some of the neglected, 
challenging orchestral compositions, from 
the early “Music for the Theatre” to such late 
works as “Inscape”. It seems a fair bet that 
our good old Uncle will not let complacency 
go unastonished. 

LI 








PUSAN, SOUTH KOREA 


Те THE world at large, this grey indus- 
trial port of 4m souls may be no more 
than a dim echo from the Korean war. To 
the world of movies, Pusan is known for its 
glittering festival of Asian film. From 209 
features shown this year, certain gems 
stand out. 

Im Kwon Taek's “Chunhyang” is a 
feast for both the ears and for the eyes. It is 
easily the most handsome version of an 
oft-filmed tale of star-crossed love, a sortof 
Korean “Romeo and Juliet” without the 
tragic end. The soundtrack uses the Korean 
tradition of Pansori singing, a form of run- 
ning commentary, chanted rather than 
sung, as in Japanese Noh drama. The allit- 
erative and onomatopoeic effects come 
across asa witty counterpoint to the action, 
even for those who don’t understand a 
syllable of Korean. 

The power of the medieval story is not 
limited to its time: Chunhyang is tortured 
for staying faithful to her husband, who is 
away at university; but her virtue and fidel- 
ity are rewarded in the end. In a brilliant fi- 
nal stroke, the director cuts back to the Pan- 
sori chanter and to his modern-day 
listeners leaping to their feet to applaud— 
both for the singer’s art and for the tri- 
umph of right. But this film's greatest coup 
is its look. Photography this dazzling has 
not been seen in Asian films since East- 


Green pioneers 


A man for all 
seasons 


GEORGE PERKINS MARSH: PROPHET OF 
CONSERVATION. By David Lowenthal. Uni- 
versity of Washington Press; 650 pages; $40 
and £26.95 


N 1864, George Perkins Marsh, America’s 

ambassador to Italy, published “Man 
and Nature”, an examination of man’s im- 
pact on his environment. According to Da- 
vid Lowenthal, this neglected work marked 
the true beginning of the modem way of 
looking at the world. This seems a startling 
claim for a book whose most noticeable 
immediate effect was the establishment of 
the United States Forestry Service. 

Yet the more we learn of Marsh and his 
ideas, the more plausible that claim be- 
comes. For Marsh's book was indeed one of 
the founding works of modern environ- 
mentalism. He promoted the idea of our 
stewardship of nature: “Man has too long 
forgotten that the earth was given to him 


for usufruct alone, not for consumption, 
still less for profligate waste.” He ques- 
tioned whether corporations could ever do 
more than look to their own profits, though 
he himself was born to a prosperous Ver- 
mont family of “perfect Federalist gentle- 
men” and as a mill-owner, contributed to 
the deforestation he so deplored. 

Marsh had an exceptional mind. He left 
Phillips Andover at 15; Dartmouth College 
at 19. By day he practised law in Burlington; 
at night he taught himself languages, be- 
coming fluent in 20 of them. Despite his 
shy nature, he was elected a Whig congress- 
man for Vermont, in 1843. He liked Wash- 
ington for its spring blossom, and for its de- 
bate, but as a congregationalist and 
abolitionist, he was repulsed by its slave 
markets. In Congress, he took a lead in the 
foundation of the Smithsonian Institution 
and lobbied for library funding, which he 
deemed necessary for a democracy. 

At dinner parties, he preferred the com- 
pany of Prussian and Danish diplomats to 
less refined mid-western, or worse still, 
Texan, congressmen. In 1849, the Whig pres- 
ident, Zachary Taylor, appointed Marsh as 
America’s minister to Turkey. To save his 
paltry stipend he took to travelling the 





Three gems in the can 


mancolor classics such as “Gate of Hell” 
(1953). Filmed in a golden glow, with the 
distinctive Korean costumes gleaming in 
crimson, turquoise and deep blue, every 
shot of “Chunhyang” is a winner. 

Edward Yang's “A One and a Two" 
marks a return to form after losing his way 
in the 1990s. This long Taiwanese film 
dwells on everydayness. A grandmother 
falls into a coma; a young couple get mar- 
ried. In between is a captivating chronicle 
of present-day life in an extended family. 
At over three hours, the film could well 
pall. But Mr Yang has that rare knack of 
catching his characters at exactly the most 
expressive distance from the lens. His me- 
dium-long shots are so still you feel almost 
that time stops. 





Love is the thing, even in Korea 
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There is nothing restful in Jiang Wen's 
"Devils on the Doorstep’. Quite apart 
from its driving pace, this film is already 
famous for having been banned in China. 
Set during the Japanese occupation, it 
opens in black comedy and ends in massa- 
cre. As a former actor (for example in “Red 
Sorghum”, 1987), Mr Jiang knows how to 
milk a scene for laughs before turning it 
dark. Two hungry Chinese peasants are 
guarding Japanese prisoners taken while 
fighting the occupiers. They want to trade 
them for food. The deal almost works, 
when Mr Jiang brings offa dramatic switch 
like the night-porter scene in “Macbeth”. 
The Chinese have the upper hand. But one 
of their horses spots a donkey marked with 
the rising-sun motif. Heedless of protocol, 
Chinese horse mounts Japanese donkey 
and the advantage is lost. In seconds, farce 
turns to slaughter. 

Needless to say, bloody reprisals fol- 
low, and the film ends as nationalists un- 
der Chiang Kai-Shek liberate China. As 
Mao Zedong'scivil-war enemy and ruler of 
Taiwan, China's Communists feared and 
despised Chiang. But disregard for the his- 
torical catechism is apparently not what 
China's censors objected to in “Devils on 
the Doorstep". Mr Jiang's fault, it seems, 

was not toclear his work with them first. 
The censors have banned him from 
filming or acting in China for seven 
years. To judge from his relaxed demea- 
nour in Pusan, however, Mr Jiang is not 
overly perturbed. 
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fringes of the Ottoman empire by camel. In 
his spare time he gathered plant and animal 
specimens for the Smithsonian and leamed 
Arabic, Persian and Turkish. Returning to 
America in 1854, Marsh found himself in 
debt, having invested in a badly run railroad. 
The governor of Vermont, taking sympathy, 
appointed him fish commissioner. 

After careful study, Marsh blamed Ver- 
mont's declining fish run on dams, overfish- 
ing and run-off—all results of poor land 
management. He was invited to give lectures 
atColumbia University in New York. His ex- 
pansive interests even ran to the publication, 
in 1856, of “The Camel. His Organisation, 
Habits and Uses”. The camel, like “the alpaca 
and the Thibet goat”, could do well, Marsh 
supposed, in the arid west. The army agreed 
with him, but plans to supplant horses with 
camels were abandoned in the Civil War. 

Escaping that carnage, Marsh returned 
to Europe in 1861, serving as America’s envoy 
to Italy, first in Turin then Rome, until his 
death in 1882. He wrote much of “Man and 
Nature” ata manor, flocked with starlings, in 
the Po valley. When Vicksburg fell to Union 
forces in 1863, local villagers cheered, set off 
red, white and blue rockets, and danced 
with Marsh into the night. 

“Man and Nature” went much further 
than heeding Benjamin Franklin's caution 
that when meddling with nature “we had 
need be very circumspect, lest we do more 
harm than good.” Enlightened self-interest 
was not enough to save nature from exploi- 
tation, Marsh believed. “All nature,” he as- 
serted, “is linked by invisible bonds.” Just 
how fragile those bonds are is open to dis- 
pute. But Marsh’s idea that man’s environ- 
ment forms some sort of unity with a value 
of its own that goes beyond the uses man 
makes of it seems to be gaining ground, even 
among people who do not consider them- 
selves to be radical environmentalists. 

Mr Lowenthal sometimes obscures his 
hero with extraneous information. But he 
deserves considerable credit for bringing to 
life the career and ideas of an important 
green forerunner. 

n. 





Military history 


Stale mates 


THE KOREAN War. By Brian Catchpole. 
Carroll & Graf; 384 pages; $26. Constable; 
£25 


S WARS go, the Korean conflict (1950-53) 
must seem as far away and indistinct 

to most outsiders as Sedan or Balaclava. Yet 
it not only froze cold-war divisions in Asia 
and threatened to escalate into a third 
world war, it was a human calamity on а 
massive scale, involving more than a mil- 
lion casualties (mainly in the south) and 
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The green, green grass of home 


the more-or-less permanent separation of 
millions more families. 

Until last June, when the president of 
South Korea, Kim Dae Jung, flew to Pyong- 
yang to meet his counterpart, Kim Jong Il, 
South Koreans knew little or nothing about 
their northern. neighbour other than its 
constant threats to invade. Even attempting 
to contact relatives in the north would have 
landed a South Korean in trouble. That this 
appalling human predicament is changing 
is thanks in no small part to the south's Mr 
Kim, whose diplomatic efforts have just 
won him this year's Nobel peace prize. 

As befits a former British national ser- 
viceman and a veteran of the Korean war, 
Mr Catchpole takes a military approach to 
his history. He is less interested in the fasci- 
nating political and economic conditions 
that lay behind the war, than its actual 
course, and in particular the role played in 
the conflict by other countries, including 
America, Britain, China and the former 
Soviet Union. 

He is meticulous in his coverage of the 
many advances and retreats in the long slog 
of the conflict: the northern invasion in 
June, the autumn counterattack by the al- 
lies (nominally a United Nations force but 
in truth under American command), 
China’s surprise entry, the long stand-off 
and the 1953 settlement, with no treaty, 
dividing Korea provisionally at the 38th 
parallel. 

Mr Catchpole flavours the story with 
superpower politics, top brass and the tales 
of foot soldiers. General MacArthur, leading 
the allies and confident they would be 
“home for Christmas", struggles to un- 
derstand why the Chinese troops that have 
started to attack his forces mysteriously dis- 
appear into the mountains rather than try 
to hold their ground. Arrogant and politi- 
cally deaf, he emerges as a deeply unlike- 
able figure. Meanwhile, Bob Guess, a mem- 
ber of the Royal Norfolk Regiment, cops a 
bullet just above the knee and as he is car- 


ried away as a prisoner of 
the Chinese he is “anaes- 
thetised” with a clout un- 
der the chin from a rifle 
butt. 

This is a gripping book 
for military historians and 
for foreign veterans who 
may have taken part in the 
war. The American edition 
would have benefited from 
a glossary of acronyms, 
fewer typographical errors 
and an index that more ac- 
curately reflects the main 
body of the text. Those pre- 
pared to ignore such ag- 
gravations will be well re- 
warded. South Koreans 
will learn in detail about 
how the West defends its 
interests in a foreign land. North Koreans 
by contrast, shut away across the world’s 
most heavily fortified border, still cannot 
read books like this at all. 


—— й 





Culinary history 


Black and bitter 


CRAFTING THE CULTURE AND HISTORY OF 
FRENCH CHOCOLATE. By Susan J. Terrio. 
University of California Press; 326 pages; $55 
and £35 ($22.50 and £14.50 paperback) 


USAN TERRIO, now associate professor 
of French and anthropology at George- 
town University in Washington, was visit- 
ing a Paris chocolatier when she recognised 
that such artisans would make an ideal 
topic for her doctoral thesis. Her researches 
took her to Bayonne, in south-west France, 
an historic centre for the creation of hand- 
made chocolates of superlative quality. 
Probing beneath the smooth dark coat- 
ing of the luxury craft, she found darker 
truths concealed. The hierarchical structure 
of the chocolate manufacturing houses is 
rigid and sexist. They are invariably run by 
married couples, the husband making the 
chocolates and the wife running the shop. 
Attempts to vary the pattern are resisted, 
often at the cost of misery and feuding. 
There are bitter rivalries between local 
houses. An acknowledged master chocola- 
tier was furious when his chocolate antique 
gramophone was eliminated from a major 
contest on a technicality, the prize instead 
going to a pipe organ modelled by a rival. 
And then there is the sombre mystery of 
exactly how chocolate houses kept produc- 
tion going under the German occupation. 
As a scholar, Ms Terrio tries not to sali- 
vate over the products themselves, though 
she quotes the comments of connoisseurs, 
often borrowing wine terminology ("sub- 
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The wanderer's reward 


BEIJING 


N HEARING that a banned author 

had won this year's Nobel prize for 
literature for China for the first time, the 
state-sanctioned Chinese writers' associ- 
ation described the work of the exiled 
novelist and dramatist, Gao Xingjian, 
asonly "very, very average". 

On pure literary merit, there 
may indeed be Chinese writers as 
or more deserving of the prize. Yet 
the award is justly Mr Gao's for the 
favour he did two decades ago in 
helping introduce cultural 
modernism to China. Mr 
Gao, who lives in exile in 
Paris, has translated the 
French surrealist poets, as 
well as Іопеѕсо and Becket. 
It may have been Mr Gao's 
insistence on putting lan- 
guage at centre-stage in an 
early play, “Bus Stop", that 
so enraged the authorities. 
At any rate, “Bus Stop" was 
denounced as “the most perni- 





lime, very long on the palate"). Examining 
their role in ritual gift exchange, she reports 
that a grateful patient commissioned a set of 
chocolate dentures for his dentist, and con- 
fesses that she sent a little pack of hand- 
made chocs to all members of her disserta- 
tion committee. Yet she also notes some neg- 
ative cultural connotations that the 
treacherous substance can symbolise over- 
indulgence is just one. She sympathises with 
the chocolatiers in deploring the market in- 
cursions of the sweeter, creamier and less 
subtle Belgian franchised brands, and won- 
ders whether French artisanal chocolates 
can survive in an age when craft skills and 
long apprenticeships are going out of style. 

— | 





Writer's lives 


Susanna and the 
others 


SusAN SONTAG: THE MAKING OF AN ICON. 
By Carl Rollyson and Lisa Paddock. Norton; 
370 pages; $29.95 


Te book is not so much a biography as 
an aggressive exposé. The two authors, a 
professor of English and a freelance writer, 
have set out to reveal the strategic calcula- 
tions and behind-the-scenes machinations 
which, in their view, made it possible for 
Susan Sontag to achieve success and, subse- 
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cious text written since the creation of the 
People's Republic", and banned. 
Toescape the heat, Mr Gao embarked 
on a ten-month odyssey, mostly by foot, 
along the south-western fringes of China 
in search of an older, pre-Confucian 
| (even pre-Chinese) nation. This was 
later the grist for his great, pica- 
resque novel, “Soul Mountain" 
(Flamingo, $24.95)—where the nar- 
rator travels through a land of sha- 
mans, old popular legends and 
sexual bliss. As much an in- 
ward journey as a physical 
one, "Soul Mountain" re- 
draws the physical, spiri- 
tual and emotional map of 
China. And here the Nobel 
prize will help Mr Gao per- 
form a second favour: that 
of changing the outside 
world's literary view of his 
homeland. The Chinese au- 
thorities should be thankful, 
notcross. 












quently, eminence as an author. 

Essentially, this is a farrago of shame- 
less tittle-tattle, gossip and innuendo, the 
main object of which is to claim that Ms 
Sontag's outstanding career as an intellec- 
tual and a writer was really established, not 
so much through the originality and bril- 
liance of her work, as through her oppor- 
tunism, the canny manoeuvring of her 
publisher and the support of her interna- 
tional entourage of well-placed and influ- 
ential friends and lovers. In pursuit of this 
goal, Carl Rollyson and Lisa Paddock feel 
duty-bound to reveal intimate secrets, ma- 
licious rumours and the bilious comments 
of the inevitable envious acquaintances 
and former intimates. 

They are also at pains to discredit Ms 
Sontag politically by pointing out, for in- 
stance, how—in response to aggressive 
American policies towards Cuba and Viet- 
nam—she could overreact in her defence of 
Havana and Hanoi. These reactions are 
then used to cast doubt on her credentials 
as a humanist intellectual, dedicated to the 
cause of human rights despite her well- 
known support for such victims of late 
communism as Heberto Padilla, Joseph 
Brodsky and the besieged citizens of Sara- 
jevo. The book ends with “А Brief Anthol- 
ogy of Quotations", an enchiridion of snap- 
pily snide comments on Ms Sontag by a 
crowd of ill-wishers, mainly journalists. 
These include “А literary pimp" (Herbert 
Mitgang, New York Times) and “The Mary 
Baker Eddy of intellectual chic" (Leslie 


Hancome, Newsday) and "The American 

Critic who sometimes writes in English" 

(Richard Fuller, Philadelphia Enquirer). 
There is no need to claim that Ms Son- 


(ар is a spotless genius. She has, however, 


had a career full of remarkable achieve- 
ments. The first landmark was her striking 
essay, "Notes on Camp", published in Par- 
tisan Review in 1964. As a subject, the aes- 
thetic of "Camp" was attractive to Ms Son- 
tag for two principal reasons. First, as Mr 
Rollyson and Ms Paddock note, it enabled 
her to concentrate upon form rather than 
content, on style and artifice, and an atti- 
tude whose historical roots can perhaps be 
found in the work of Oscar Wilde. 

Second, of course, it enabled her to 
write about homosexuality from an unusu- 
ally oblique angle, one which puts fantasy 
and play in the foreground rather than 
authenticity and seriousness. Mr Rollyson 
and Ms Paddock, predictably, attribute this 
to Ms Sontag's own unacknowledged lesbi- 
anism, noting that she never alludes di- 
rectly to homosexuality in her essay but, as 
one might say, plays lightly with the con- 
cept rather than confronting it head on. 
Confronting it head on, of course, is the 
strategy preferred by Mr Rollyson and Ms 
Paddock, who are all for outing anybody 
from the closet, particularly if their revela- 
tions can be burnished with a sheen of 
scandal and intrigue. Wilde, it might be re- 
membered, was also outed in his day and it 
is disconcerting to find the authors rushing 
so eagerly into the role once played by the 
eighth Marquis of Queensbury. Invasion of 
privacy is not something they seem to care 
about very much. It is out with the hatchet 
for them—or is it the horsewhip? 

Unexpectedly, the most illuminating 
section of their book is the chapter on “The 
Volcano Lover” (Anchor, $14.95; Vintage, 
£7.99), a novel which combines shimmering 
aestheticism with a wild romanticism, cele- 
brating Sir William Hamilton as a devoted 
"scholar-connoisseur" (not unlike Walter 
Benjamin, another great Sontag favourite) 
who was committed both to the beauty 
and to the performance skills of his wife 
Emma, the cynosure both of her husband's 
gaze and that of many artists and writers, 
Goethe among them. Emma's lover Lord 
Nelson, on the other hand, was a man of 
destiny, a hero seeking a place in history— 
just as, so the authors suggest, Ms Sontag 
sought her own place in the history of 
literature. 

"The Volcano Lover" is the only one of 
Ms Sontag's books which Mr Rollyson and 
Ms Paddock seem to relish, without feeling 
any need to launch yet another onslaught 
on its author. But one slim instance of gen- 
erosity to an extraordinary intellectual— 
writer, novelist and film maker—can 
hardly erase the sour taste left by the rest of 
the book. 


— 
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кесе t German fiction 


e-run dreams 





Fiction in English may minate this week's Frankfurt book fair. We take the 
chance to review three re nt novels by new German authors 















LICITAS HOPPES (enale) n ‘narrator in 
“Pigafetta” recounts a circumnavigation 
of the globe as one of half a dozen “paying 
guests" on a vast container ship. They leave 









the Panama Canal, Australia, Korea, Singa- 
pore and the Suez Canal, they return. The 
narrator converses on her voyage with the 
lingering ghost of Antonio Pigafetta, who 
accompanied Ferdinand Magellan on the 
first-ever circumnavigation in 1519-22 and 
wrote an account of it. Two voyages and 
two narrators run together, but rather as 
colours run, the modern voyage being 
the stronger, Magellan’s, though far 
more interesting, merely stains it. Thus, 
there is confusion, not interplay and 
reflection. 
The modern account is the stronger 

one; but still it lacks substance and 
conviction. . This is Ms Hoppe's first 
vel, and she seems not quite to be- 
' t. But a fiction that does not’. 
ome. with conviction had better not 
: at all. The ship itself, the crew, the 
gers, are perplexing in the ex- 
me, but never believable enough | 
feel that getting to understand. 
hem. would be worthwhile. The puz- 
ales are only irritating. The voyage may. - 
be allegorical; its sense may be that we 
are all at sea, driven along incom- 
prehensibly by market forces; but the 
best allegories are believable as stories 
too, and this one isn't. In passing, it 
touches on the departure of the former 
governor, Chris Patten, from Hong 
Kong and on the notorious cleanliness 
of Singapore; and recognising these, a 
‘reader might feel that perhaps the rest 
could be decoded too. But what would it 
matter? That is the trouble with fictions, 
-when they don't believe in themselves and 
seek to compensate by ironic allusion (here 
` to Magellan), half-hearted allegory and the 
.merely bizarre. They leave us asking: so 
what? 

. Thomas Brussig is another who, in “Am 
kürzeren Ende der Sonnenallee” ("At the 
-shorter end of Sunshine Avenue") at least, 
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РІСАРЕТТА. By Felicitas Hoppe. Rowohlt; 
7156 pages; DM29.80. 
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ALLEE. By Thomas Brussig. Verlag Volk 
6X Welt; 157 pages; DM28. 
` DIE BRÜCKE VOM GOLDENEN HORN. By 
. Emine Sevgi Ozdamar. Kiepenheuer & 
- Witsch; 333 pages; DM19.90 
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rd, sailing west, and via New York, < 










cannot take his subject seriously. His title 


alludes to a street in Berlin severed un- 
equally in 1961. His characters live in the 


‘east, on the shorter end, close up under the 


wall. Mr Brussigs unseriousness is pro- 


grammatic. His hero Micha, himself be- 


coming a writer as the novel ends, re- 
flects--or Mr Brussig does for him—that all 


“the people he knew in his bit of the GDR 


took themselves far too seriously. It was all, 


he says, enough to make you puke, every-. 
one so serious and at the same time and 


unwittingly so comical. Unlike "Pigafetta", 


this novel is an easy read. The plot is 
slight-Micha courts Miriam—and þe- 
comes ever more fantastical and farcical. 
Not all such plots are therefore negligible, 
but this one is, deliberately so. It is the au- 
thor's own statement of disengagement. His 
chief characters are adolescents, wholly 
disaffected but only as all adolescents un- 
der whatever regime always are. They re- 
volt by listening to forbidden songs (“Je 
taime”, for example), by reading the exis- 
tentialists, by being cheeky to their teachers 
and, in Miriam's case, by kissing boys from 
the West and not wearing a bra under her 
Freie Deutsche Jugend blouse. 

The time must be circa 1986 (if Gor- 
bachev's appearance as a friendly deus ex 
machina is to be credited) but the boys 
and girls seem to be living their lives of re- 
volt some 20 years earlier. Nothing very 
bad happens. It is rather like a Billy Bunter 
book, japes and scrapes of the boys of the 


“BOOKS AND ARTS 


Remove. Not so bad; after all we had lots of 
fun. Is that how the соқ looks, ten years 
after its demise? Mr Brussig. with his wacky __ 
characters now established, might write as 
many such novels as Frank Richards did 
or, since he is also a film maker, make a 
many films as the "Carry On’ a 
on location under the joll old : 
Much modern € 
catching-up of cons 
events. Dealing 















will take equally Ic 
retrospection. But in “ 
Goldenen Horn” (The bridge of the | 
Hom”) we see that necessary recoll 
tion—of. the lives of Turkish worke 
Germany~—actually shaping а sensil 
for the here and now. 
The time of the novel is very definite, 
1966-75. Aged 17, the heroine leaves Istanbul | 
for a first year in Berlin. Aged 26, 
goes back to Berlin, clear in her voca 
tion and with the necessary langua 
‘at her disposal. Leaving home, but in a 
,. constant struggle with her country, she - 
.. emancipates herself. Ms Ozdamar is a 
-brave writer and this novel, written in a. 
anguage which she has made her own, 
carries the passionate conviction that it 
atters how we live and that fiction 
can help us live better. The bridge in 
the title is that on the "European" side 
of Istanbul to which, during the years. 
. after her return, the heroine crosses ev- 
‚ егу day, from her parents’ home on the. 
“Asian” side. That is the side sh 
“espouse, for her own emanci 
< She does not betray her homeland. bu 
_ forces it, as the avant-garde must, to à 
knowledge the validity of her. discov- 
ered self. Like Mr Brussig's characters, 
but seriously and in real time, in Berlin 
and in Paris, she lives the revolt of the 
1960s and early 1970s, and fetches: 1 
home to Turkey. The naivety of the 
heroine’s persuasions, even at times their 
obvious inadequacy, is acknowledged b 
the narrating older self, but with a humou 
and sympathy that leaves their ideali 
intact. 
Coming from Berlin, where the с con 
frontations were violent enough, the aut 
demonstrates both her naivety and her ide- 
alism against something far worse: the tor 
turers and the hangmen of her native lani 
The novel is itself proof of her gradually re 
alising that, for her, and perhaps for society 
at large. poetry, fiction and drama will be 
more emancipatory than revolutionary 
politics. One of her friends. a poet, puts he 
right: “АП poetíc sentences", he says, "are 
drafts of a future reality. Poetry will never: 
force you into killing.” So through the strug- 
gles of her heroine, Ms Ozdamar drafts a 
future and a better reality, for herself and 
for anyone else to whom it matters. | 
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CHICAGO 5 GSB 


The University of Chicago Graduate School of Business 








Most people 
> would say 

is is an apple. 
But some see 
an international 
chain of on-line 
supermarkets. 





Executive M.B.A. Program | Europe Campus 


There are a million ways the world will change. With a Chicago 
GSB MBA you will be ready. Join our part-time Executive MBA 
Program in Europe, which is taught entirely by the Chicago GSB 
faculty, a group that has earned more Nobel Prizes for business 
innovation than any other business school. 


The program is designed for experienced, internationally- minded 
executives who are looking to earn a world-renowned MBA 
while continuing their professional career. It has a unique 
structure, with a total of 16 one-week sessions, spread over a 
period of 20 months. Participants attend lectures at all three 
GSB campuses located in Chicago, Barcelona, and Singapore. 


Learn more about the Chicago GSB Executive MBA Program in Europe, visit us in: 


Moscow: 
Oct. 21. 14:00-18:00. Hotel Metropol, 
1-4 Teatralny Proyezd. 


Istanbul: 
Oct. 24. 17:00-21:00. Hilton Hotel, 
Cumhuriyet Caddesi. 








To confirm attendance, please contact 
barcelona.inquiries@gsb.uchicago.edu or Tel: +34, 93 sos 21 54 
The University of Chicago Graduate Scho«l of Business, Executive M.B.A Pn gram | Europe Campus 
Aragó 271, of 


y7 Barcelona, Spain hrtp://gsb.uchicago.edu/execmba« urope 


You will be ready. 


It’s a big world. 


Somebody has to run it. 
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ANNOUNCING THE NEW TRIUM EMBA an alliance of 


NEW YORK UNIVERSITY STERN SCHOOL OF BUSINESS 
LONDON SCHOOL OF ECONOMICS AND POLITICAL $‹ 


HEC 


IENCI 


PARIS, GRADUATE BUSINESS SCHOO! 





TRIUM is the only truly integrated, truly global Executive 












MBA. Participants earn a joint degree in 16 months by 
attending concentrated two-week study modules at the 
three flagship schools, plus one week each in São Paulo 
and Hong Kong. Distance learning and team projects 
occur between class sessions. It's visionary, focused and 


unique. Kind of like you. 


T R I U M For more information, 


+ LSE | HES call +33 1 39 67 70 94 in Europe or 
۷ PARIS 
+1 212 998 0442 in the United States. 


Visit www.triumemba.« org or 


e-mail info@triumemba.org. 
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Sirimavo Bandaranaike 


AME came suddenly to Siri- 

mavo Bandaranaike of Sri 
Lanka in 1960 when she was 
made the world's first. female 
prime minister. Newspapers 
around the world had gentle fun 
speculating about the auguries of 
this event. No one predicted that 
her reign would be remembered 
by many with loathing. The con- 
tinuing conflict between the 
Tamils and the majority Sinha- 
lese, which so far has claimed 
more than 60,000 lives, had its 
origin in policies Mrs Bandara- 
naike pursued. 

Historians may decide that 
Mrs Bandaranaike was an inno- 
cent, inheriting policies whose 
consequences she did not at first 
understand. That could be true. 
When she took over, Sri Lanka 
had been independent for 12 
years, but the Buddhist Sinhalese 
felt that not enough had been 
done to restore the ascendancy of 
their pre-colonial “golden age”. 
Mrs Bandaranaike’ husband, 
Solomon, had become prime 
minister in 1956 promising to end 
privileges said to be enjoyed by 
the Tamils. 

Whether the mainly-Hindu 
Tamils had more privileges than 
the Sinhalese under the British, or 
were simply more enterprising, is 
open to question. But the Sinha- 
lese believed they had and were 
resentful that many Tamils had 
prospered in government and the 
professions under colonial rule, and had held on to their jobs after 
independence. Solomon Bandaranaike was murdered in 1959 by a 
Buddhist monk who wanted Sinhala rule speeded up. Mrs Banda- 
ranaike became leader of Solomon's party. In a general election, 
the “weeping widow", as she was known, was swept to victory. 

Itdoes indeed seem that she may have started as a political in- 
nocent. Solomon was a male chauvinist. Whenever he invited 
some friends to their home to discuss political affairs, her only role 
was toserve tea. All thesame, Mrs Bandaranaike had a sharp mind. 
She had received a solid education at a local Roman Catholic 
school and had done social work among the rural poor. And, once 
in office, she quickly learnt the power of racial politics. 


Thefavoured majority 

Sirimavo Bandaranaike headed two administrations, in 1960-65 
and 1970-77. William McGowan in his book, “Only Man is Vile", 
quotes her as saying, "The Tamil people must accept the fact that 
the Sinhala majority will no longer permit themselves to be 
cheated of their rights." She made Sinhala the sole official lan- 
guage, replacing English and ignoring Tamil. Sinhalese were fa- 
voured for university places and government jobs. School history 
books were rewritten to give prominence only to Sinhalese heroes. 





Sirimavo Bandaranaike, a “first” among 
women, died on October 10th, aged 84 


Her government nationalised the 
countrys main industries, and 
placed Sinhalese in charge. Even 
the tea estates, which were well 
run by Tamils, were turned over 
to Sinhalese control. The number 
of parliamentary seats Tamils 
could win was cut. 

It took a long time for the 
Tamils’ resentment to turn into 
civil war, and to a demand for 
their own state in the north-east 
of the island. It wasn't just the rac- 
ism; the government was a bad 
manager. There was high unem- 
ployment and soaring inflation. 
At one stage clothing and sugar 
were rationed. An insurrection, 
stirred by Marxist slogans and 
manned by the unemployed, was 
put down with great brutality. 

State-controlled newspapers 
sought to prop up Mrs Bandara- 
naike's declining popularity with 
pictures of her with Tito, Nehru 
and others in the “non-aligned 
movement”, and she won their 
praises by expelling the American 
“peace corps” and closing the Is- 
raeli embassy. American aid was 
cut off; Soviet aid came in. Even- 
tually she lost power to Junius 
Jayawardene (Obituary, Novem- 
ber 23rd 1996), who reshaped Sri 
Lankan politics, transferringmost 
power to the presidency. Mrs 
Bandaranaike was expelled from 
parliament and deprived of her 
civil rights for six years for abuse 
of office. 

These days, Sri Lanka is in some ways a different place. Many of 
the state industries have been privatised. But a Bandaranaike is 
back in power. The former prime minister's daughter, Chandrika 
Kumaratunga, is president. For the past six years she has been try- 
ing to end the conflict between Sinhalese and Tamils ignited back 
in those reckless times nearly half a century ago; and now kept go- 
ing by Velupillai Prabhakaran, the leader of the Tamil Tigers guer- 
rilla group, who, says Mrs Kumaratunga, probably correctly, is 
mentally ill. Why so many Tamils are willing to be led by an appar- 
ent madman may perhaps be explained by their deep and un- 
shifting suspicion of the Sinhalese,even though Mrs Kumaratunga 
has long rejected Sinhala nationalism. 

Mrs Kumaratunga was blinded in one eye last December 
when she was caughtin the blast from a Tiger suicide bomber. Any 
time she leaves her presidential palace in Colombo, she takes the 
risk of another bomb attack. She has never publicly criticised her 
mother for her part in fomenting the Tamils’ grievances. She hasal- 
ways been the fond daughter, and made her mother prime minis- 
ter,a position that became a ceremonial one under her presidency. 
Sirimavo Bandaranaike did undoubtedly believe that she was do- 
ing good. She gave the country its present Sinhalese name, chang- 
ingitfrom Ceylon. It means “resplendent island”. 
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Ch; Amsterdam Institute of Finance 






4990-2000 


10th 


AnniversaN 


"On the occasion of the Institute's 10" Anniversary DMN. van Wensveen 


А 3 Chairman of the Board 
I would like to take the opportunity to thank our 





corporate and individual clients who, over the years, 
have contributed to AIF's enormous success." 


Dick van Wensveen 
AIF Chairman 


AIF’s mission is to be the 

professional institute of 

choice in the transfer of 

financial knowledge. 

As AIF embarks upon its second 

decade of providing top quality courses, 

the Board of Governors, lecturing staff, employees and 
Directors of the Institute will be pursuing excellence 
with this mission in mind. 


Brenda Childers Theo Vermaelen Christian Wolff 


Managing Director Program Director Program Director 





AIF - P.O. Box 59536, 1040 LA Amsterdam, The Netherlands 
telephone: +3 1-20-5200160 - fax: +3 1-20-5200161 


e-mail: info@aif.nl - internet: www.aif.nl 





116 


THE ECONOMIST OCTOBER 215T 200! 


: 





66 
At IM D discover why 
e-b 


USMESS i;  ,, 
real business 


e-Business 


Linking creative strategy to flawless execution in 

the new economy 

“Successful e-business strategies that create superior market value requires 
not only innovative ideas, but also the business capabilities to flawlessly 
execute these ideas. This one-week program is about how established 
companies and new e-ventures can build business capabilities to execute 
their e-business model successfully.” 

















0 were! Marchand American Program details: www.imd.ch/e-biz.cfm 
fessor of Information Management . E 
n ROS Date: November 12-17, 2000 
e-Business 


e-Commerce 


e-Distribution and e-Tailing strategies 

* Are there opportunities in your industry to deliver a leap in customer 
value and profitability by harnessing the power of e-commerce to transform 
the distribution and value chain? This four-day program will help 
executives in both the B2C and B2B sectors see the real opportunities in 
their business.” 


Nirmalya Kumar Amencar/indian Program details: www.imd.ch/e-com.cfm 
Professor of Marketing & e-Commerce Date: April 30 - May 3, 2001 
Program Director 
e-Commerce 


INTERNATIONAL 


Real World. Real Learning’ 


Please contact Ms. E. C. De Boer at the 

International Institute for Management Development 

Lausanne, Switzerland. 

Tel: +41 21/618 03 42 Fax: +41 21/618 07 15 E-mail: e-biz.info@imd.ch 


www.imd.ch 


FINANCIAL TIMES 
GLOBAL SURVEY 


RANKS IMD 
#1 in Europe ond #3 
Executive 
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New-challenges. New skills. 


IESE’s Global Executive MBA 


New Ghallenges in today's rapidly evolving global economy and complex businéss 
landscape require you to develop new. managment skills. Designed for today's leading 
managers. and developed and delivered by IESE Bussines" School. Offering you new 
approaches to problem solving, busineSs"téchniques-ánd new ways of working with 
people You Meet and learn from other profesSionals from around the world. 
Andbecause.it's designed around your job; you'll continue to addWalue towour 
company while applying. what you learn, as. you learnt: 


You'll gain. And so will your company: It's-an easy decision. 
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Global Executive 


tive 12 day residential ЖА. in Barcej@nia and. two ^ с РК 
Wi | ES Е n EOT جا‎ 4 inn Shanghai. Oneline learning. “з. А. pet д 


ind Communication between residential modules. 
: tel. (+34). 93 253 7 


Business School 
fax (+34] 93.253 4343 


WWWIESC.cdu 
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Visualise your business 
and rehearse your strategy 








Systems Thinking "To successfully implement strategic change, senior management teams need a shared understanding of 


and Strategic their business. Team model building and simulation can: build a шша awareness of the issues being. 
Modelling faced within an organisation. 








Led by John Morecroft, one of the world's leading experts on strategic modelling and systems dynamics, — 
Systems Thinking and Strategic Modelling covers all the steps. needed to lead and manage successful de 
strategic modelling projects. You will examine the teamwork, thinking skills and simulation required and 

learn how these can be applied to a wide range of business issues such as емет тапаветепі, human 
resource policy and competitive strategy. : 


An acclaimed one-week 
` programme for general 
“managers, planners or 
strategy advisors who work 


closely with management 
teams. By the ‘end of this programme, you will have gained new insights into the à imi of organisations and 


the ability to identify potential obstacles to implementing future strategic change. 


















25 - 30 March 2001 
9 - 14 September 2001 













Regent's Park 

London NW] 4SA, UK 
Contact: Adam Norsworthy 
Tel: +44 (0) 20 7706 6836 
Fax: +44.(0) 20 7724 6051 


|London 
Business | 
School 









London Business School 
exists to advance | earning: 


EXECUTIVE and research in 
EDUCATION 6 тшеп T 


email: execinfo@london.edu 
-www.london.edu/execed 


EQUIS and AMBA accredited 


For the ambitious professional 
. who wants to go nowhere. | 
" The Centre for Financial and Management Studies 


a in the University of London offers _ 
Masters Degrees in Finance by Distance Learning 





boost to your future 


Providing excellence where you and your professor are separated by distance 


















DL. and time zones. No matter where you are in the world, the Centre for 
Financial and Management Studies enables you to study an internationally 
“fenowned Masters Degree or Diploma programme for the financial world. 


MSc in Financial Management 
| MSc in Financial Economics 
Postgraduate Diploma in Economic Principles 


CeFiMS 


_ { For further details and to apply for programmes 
beginning January 2001 visit www.cefims.ac.uk or contact 
t The Centre Secretary at CeFiMS, 

Unisersity of London, SOAS, London WCIH OXG,UK 
444 (0) 20 7691 1700. Fax: +44 (0) 20 7637 7075. 
mail: enquiries@cefims.ac.uk 
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University of London. 
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Our one-year, English-language MBA in Paris is ranked among the most 
international in the world. Key features include: 


* 55 experiericed participants from 25 countries, 
* cutting-edge Faculty from 15.countries. 

* seminars in Berlin; Brussels, Madrid and Silicon Valley. 
* a client-sponsored international consultancy project. 

* transnational focus with emphasis on entrepreneurship 
and innovation, 
+ graduate careers in top positions globally. 
You will develop multicultural mindsets and business skills for a world 
without boundaries. 


Next Session - January 2001 


ESCP-EAP 





wWww.escp-eap.net 


Britta Dethay 
mba @ escp-eap.net 


+ 33 1 44 09 33 32 





: INTERNATIONAL A Rh ETING - 


PROGRAMMES 
ONLINE 


Develop your International Marketing skills 
with maximum flexibility of study 









Study individual modules, tailored programmes, or a Master 
of Science degree in International Marketing Online 
The University of Strathclyde ‘s top-ranked. Department of Marketing 






offers state-of-the-art, interactive, accessible and flexible. International 






Marketing programmes through online delivery. 






BUT WHY TAKE OUR WORD FOR IT? VISIT OUR 
WEB SITE AND SEEWHAT OUR ALUMNI SAY: 
http://mscim.strath.àc.uk/econ.htm - 
















NIVERSITY OF 
TRATHCLYDE 


| University of Strathclyde, Department of Marketing, 
423 Cathedral Street, Glasgow G4 ORQ, UK. 
el 0141-548 4590 Fax: 0141-552 2802 E-mail: mscim@strath. ac. uk 










Where you study is academic. 
The Centre for Financial and Management Studies 


in the University of London offers Masters Degrees in 
Policy Management by Distance Learning 












; Providing excellence where you and your professor are separated by 

© distance arid time zones, 

No matter where you are in the world, the Centre for Financial and 
Management Studies enables you to study ап internationally renowned 
Masters Degree or Diploma programme for policy professionals. 


MSc in Public Policy and Management 
MSc in Development Finance 


For further details and to apply for programmes А 
beginning January 2001 visit www.cefims.ac.uk or contact CeF IMS 
The Centre Secretary at CeFiMS, 
г. University of London, SOAS, London СІН ОХО, UK. 
тыц (0):20 76911700, Fax: +44 (0) 20 7637 7075. 
email enquiries@eefimsacuk —— 





SOAS | 


` ойину of London. 


TY OF LONDON 














City University ` Executive — 
Business School; = Development: 
*-Landon і ; ЕИ 


черв Series 


Mastering Negotiation. UCM. Understanding Turbulent 
Chris Brady and Eric Evans ^ ^ Futures: — 

9 - 10 November 2000 Creating an Organisational 
Memory for the Future 






Mastering Corporate кта A Lomi 
Financíal Strategies Erik Larsen & Alessandro Lomi 


d -23Fi 1 
With HEC-Paris, led by 22, 29 February 200 
Mario Levis & Antoine Hyafil w Managing the Dynamics 





20 - 24 November 2000 of Strategy Design 
{ Ап Gins & Eric Larsen 
E Entrepreneurship and 15-16 шүн 2001 
Small Businesses 
Hobert Cressy = Marketing Financial Services 
18 - 19 January 2001 Geoffrey Randall & Greg Harris 


- 30 March 2001 
и Electronic Commerce 28 = 30 Mar 


Management: w Creating Value: 

Strategy, Implementation "Shaping Tomorrow's Business 
and Exploitation Shiv Mathur 

Clive Holtham & 5.- 6 April 2001 - 

Nigel Courtney 


8 - 9 February 2001 





For further information please contact Client Support 
Tel: 020 7477 8710 Fax: 020 7477 8882 

Email: execdevelo 

www.business.city.d 














Robert Р. Wagner Graduate School of Public Service 


Master | The Master of Science program at New York 
1 ; University's Robert F. Wagner Graduate ^ 
of Science іп | School of Public service is tailored for 
Management: managers of development, relief, advocacy, 
Focusing or and normative programs, 


International | *Seven-month program, January to July 2001 
"E А * Distinguished international faculty 
Public Service * Seminars with leaders of prominent NGOs 
Organizations | and of the UN and other international 
organizations in an urban campus in the 
information | heart of Manhattan 
Session | ° Tailored for experienced professionals who 
E are eligible for graduate study and working 


Wednesday, Nov. 1 | for multinational organizations addressing 
6 - 7:30 p.m. transnational problems. 
NYU Torch Club ED МЕ rcs 
18 Waverly Place For more information, contact the Office ice 


of Admissions, (212) 998-7414. 
E-mail: wagner.admissions@nyu.edu 
Web site: www.nyu.edu/wagner/go 


Conference Room 1 
New York City 
RSVP: (212) 998-7414 
'wagner.admissions@ | Professor Dennis Smith, 

nyu.edu | Director, International Initiative 







New York tniversity is an affirmative acton/equal ‘opportunity institution, 1: 
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Recognized as the world’s most flexible Distance 


Learnirig MBA or DBA/Ph.D. No bachelors degree 
required for the MBA (or Master's for DBA) if you have 
“significant work experience. No time limits, minimum 
or maximum. MBA usually takes one year, ОВА two, 
Transfer students welcome. No required courses. 
You will not have to study material you already know or 
donot need. No exams, instead you write papers. 
Lear from successful business leaders/authors 
: тату аге millionaires). Faculty members wanted. 
ushmore University, Dakota Dunes, SD USA / 605- 
1292-6037 ec@rushmore.edu:-www.distancemba.com 





SHINGTON INTERNATIONAL UNIVERSITY 


Bachelor * Master * Ph.D. 
Business (GMBA Majors) - Engineering 
Liberal Arts - Computer 
Adults, carn your AMERICAN degree in ONE YEAR 
* Academic credit far your work experience + Use our 






Distance 
Î Education 
University 









INTERNET LIBRARY «Your private American Instructor from our 
faculty with help you with your studies + Students from 112 countries 












PO. Box 1138, Bryn Mawr, PA 19010-USA 
fax: 610.527.1008 * e-mail: admissions@washint.edu * www.washint.edu 

























"London Hotel School offers the 
Opportunity to qualify to work in the 
‘world’s biggest & fastest growing 
businesses. Choose from 5 UK & USA 
accredited hospitality Diploma * 
courses of 12 theory units (start any 
month) or Foundation English 
followed by a one year paid 
internship in a London hotel. 
С.Н. a fast track to management. 





London Hotel School 


Hospitality General 
Management 

Human Resources 
Hospitality Finance 
Sales & Marketing 
Hospitality & Tourism 


ee. ++ 






Contact us for a brochure 
Tel: 44 020 7665 0000 
Online: www.londonhotelschool.com 


London Hotel School 
pringvale Terrace 
London W14 ОАЕ 



























HIGH QUALITY 
SMALL GROUP 
SEMINARS 


FOR THE FINANCIAL MARKETS 
E-MAIL: ADMIN@LONFS.COM 


LONDON FINANCIAL STUDIES 
WEB: WWW.LONFS.COM 









Virtual learning 


NO ATTENDANCE REQUIRED С 


* Internet based ~ masters qualifications without attending lectures 
* Significantly less expensive than traditional programmes 


FREE TOSHIBA LAPTOP 
SeMS' Masters: 


with all rogramrmes 


Surrey e-Management School О 
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The Global Partnership for 


THE M. I. L. E. PROGRAM 


ADVANCED STUDIES IN INTERNATIONAL LAW AND ECONOMICS AT 
THE WORLD TRADE INSTITUTE: JOINT CENTRE OF THE UNIVERSITIES 
OF BERNE, FRIBOURG AND NEUCHATEL 
SWITZERLAND 


In October 2001 join a select group of young professionals in the only 
full-time programme on WTO law and trade policy. This unique 
program combines international law, trade regulation, and 
economics in both the.curriculum and the classroom. 


* Learn about the leading legal and economic issues in 
international trade and learn to interpret WTO rules and 
policies. 

* Address these issues in the context of new global challenges: <; 

* Receive the degree of Masters. in Interrational Law an 
Economics : 

* In June 2002 you'll be a M.LL.E. ahead of your competition. 

* Receive instruction and:tra rom a global faculty. of 
specialist in international olicy and economics, 
including: | 

Frederick M. Abb 

Bourgeois, Carlos 

Thomas Cottier, Wi 




































Baldwin, Jacques : 
ickers, Olivier Cadot, 
Paul Demaret, Claus-Dieter 
Ehlermann, Michael Р ingleton, Mary Footer, Eleonor.: 
Fox, Daniel Esty, Christ taber, Jean-Marie Grether, : 
Jacques Michel Grossen, Jordi Gual, Francis Gurry, Bernard 
Hoekman, Gary Horlick, Henrik Horn, Robert i. Howse, John Н 
Jackson, Merit Janow, Jean-Louis Juvet, Francois Knoepfler, 
Patrick Low, Mitsuo Matsushita, Aaditya Mattoo , Petros: 
Mavroidis, Jaime de Melo, Patrick Messerlin, Nicolas Michel, 
Krista Nadakavuka7en, Damien Neven, Kalypso Nicolaidis, Adrian. 
Otten, Esa Paasivirta, David Palmeter, Thomas Probst, Frieder 
Roessler, Giorgio Sacerdoti, Raymond Saner, André Sapir; Paul 
Seabright, Jacques Silber, Edwin, Vermulst, Michel Waelbroeck, 
Franz Werro, Alan Winters, Diane Wood, Charies Wyplosz. 


Now accepting applications, contact us for further information: 
World Trade Institute, Hallerstrasse 6/8, 3012 Berne, Switzerland 


T +41 31 631.3270 Е +41 31 631 2630 
E inquire@worldtradeinstitute.ch 


www.worldtradeinstitute.ch 


REAL ESTATE AT MIT 


A.one-year Master of Science degree program. 

which integrates theory and practice in real 

^, estate markets, development, finance, design, 
رو‎ at and more. Application deadline: Feb. 15, 2001. 


MIT/CRE For more information call 617-253-4373, fax 
617-258-6991, or visit our web site: 
hittp:/iweb.mit.edulcrelwww 






































Massachusetts Institute of Technology 
Center for Real Estate 


Industry & Education 
77 Mass. Ave. W31-310, Cambridge, MA 02139 





B.S., M.S., Ph.D. Many fields. No classes, 


Readers are recommended 










incurring any expense or entering into a binding 
commitment in relation to an advertisement, The 
Economist Newspaper Limited shall. not be liable 
10 any person for loss or damage incurred or 
suffered as a result of his/her accepting or offering 


APPOINTMENTS 





NO COST evaluation! Send resume. 
6400 UPTOWN BLVD NE > SUITE 399-W 
Dept. 34 * ALBUQ., NM S7110-USA 
34@centuryuniversity.edu 
е 1-808-240-6757 


VAKAKIS INTERNATIONAL S.A. 


Seeks EU/ACP nationality experts for: 


French Polynesia. Economista: 
francophone, min, 10 ans experience ef 
dévpt. local et an aménagement du territoire: 
Aptitude confirmée à l'animation des acteurs: 
locaux du dévpt et à l'approche participativ 
Familiarisé avec de l'UE. 

Suriname. Min 5 yrs experience in: 
banana industry restructuring; financial 
management; banana marketing/export 
promotion; production management; prior 
experience in the area appreciated, 


Forward CVs іс: 





to make appropriate enquiries and take 
appropriate advice before sending money, 












to accept an invitation contained in any 
advertisement in the Economist. 








и. 
sector/management 


The European Agency for Reconstruction, which is the main 
executing. body for European Union assistance for the 
. reconstruction of Kosovo is looking for an Energy Utility 
; Management to design and manage assistance programmes in the 
| Energy sector. 


TASKS 


The duties of the expert include, under the Head of Operation: 
acting as a professional advisor to the Agericy, the identification of 
projects to be funded, drawing up terms of reference for the 
contracts, participation in evaluation committees, acting as trouble 
shooter chasing project progresses the pro-active participation in the 
| programming phase as well as full co-operation to be rendered to the 
| monitors, evaluators and other agents in the fulfilment. of their 
| ‘respective institutional tasks. In carrying out their duties the task 
|] manager will be frequently required to work as part of wider 
| multidisciplinary teams. 
* Assess. айй prepare programme and project needs in the sector 
for future programmes, 
* Be in constant contact with government authorities; 
implementing partners, and technical assistance teams, 
|. * Participate in ad hoc meetings (regional, donor co-ordination 
etc.) as required, 
` Undertake field visits to monitor project progress, 
Participation ón technical and financial evaluation of tenders, 
Carry out inspections 
Review and comment on consultants’ reports 


QUALIFICATIONS/JOB PROFILE 


].* Have one of the nationalities of the European Union 
-5.. University Degree or Higher Education certificate in 
Economics or Management or Engineering 
* Minimum five years experience in the Public Utility 
preferably in the power sector; 
Programme and project management capabilities, 
General knowledge of procurement rules and procedures, 
Computer skills including spreadsheets and word processors, 
Fluent in English, spoken and. written (knowledge of other EU 
languages will be an advantage). 
Ud; * Experience of working in transition/developing economies as 
| well as knowledge of EU procedures. would be an advantage 
+ Women are encouraged to: apply: ' 


CONDITIONS 


The expert will work within the Operations Division of the Agency 
and will be based in Pristina, He or she will receive a competitive 
international salary, including benefits and will be contracted for an 
initial 18-month period. 


























Ф 6 9 9 











* 2 9 — 

















Applicants are kindly requested to send a detailed Curriculum Vitae 
in English by e-mail only to the following address: 












, European Agency for Reconstruction 
Attn: Administration (Ref. Energy sector/management) 

-]| email: ole. phillip@eaneuini 

Deadline for the submission of applications: 01 December 2000 
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EXPERT HOUSING - 


The European Agency for Reconstruction, which is the main 
executing body for European Union assistance for the 
reconstruction of Kosovo is looking for a Housing Sector 
Expert to design and manage assistance programimes in the 
housing sector. 


TASKS 


The duties of the expert include, under the Head of Operations: 

acting as a professional advisor to the Agency, the identification 

of projects to be funded, drawing up terms of reference for the 

contracts, participation in evaluation committees, acting as 

trouble shooter chasing project progresses as well as the pro- 

active participation in the programming phase full co-operation 

to Бе rendered to the monitors, evaluators and other agents in the 

fulfilment of their respective institutional tasks. In carrying out 

their duties the task manager will be frequently required to work 

as part of wider multidisciplinary teams. 

* Assess and prepare programme and project needs in the 
sector for future programmes, 

* Bein constant contact with government authorities, 
implementing partners, NGOs and technical assistance teams, 

*. Participate in ad hoc meetings fesional; donor co ordination 
etc.) as required, 

* Undertake field visits to monitor project. Боре, 

* Participation in technical and financial evaluation of tenders. 


QUALIFICATIONS/JOB PROFILE 


* Have one of the nationalities of the European Union 
*  Possess university degree in architecture or civil engineering, 
* minimum five year experience in the sector, with 
preferably experience in housing programmes, 
programme and project management capabilities, 
knowledge of procurement rules and procedures, 
computer skills including spreadsheets and word processors, 
fluent in English, spoken and written (knowledge of other 
EU and local languages would be an advantage). 
* Experience of working in transition/developing 

economies as well as knowledge of EU procedures 

would be ап advantage 
* Women are encouraged to apply. 


CONDITIONS 


The expert will work within the Operations Division of the 
Agency and will be based in Pristina. He or she will receive a 
competitive international salary, including benefits and will be 
contracted for an initial 18-month period. 


* e э 5 


Applicants are kindly requested to send a detailed Curriculum 
Vitae iri English by e-mail only to the following address: 
European Agency for Reconstruction 

Attn: Administration (Ref. HOUSING EXPERT) 

email: ole.phillip&ear.euint 

Deadline for the submission of applications: 01 November 2000 
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APPOINTMENTS 


TRANSORA 


TRANSFORMED ANYTHING LATELY? 


We're Transora, the largest business-to-business 
e-Marketplace serving the global consumer goods 
industry. And we're no ordina dot.com. We're 

the first and largest global industry-led exchange in 
consumer goods, formed by 54 of the world's 
leading consumer products companies. We're 
«changing the way companies across the consumer 
| edi channel do business and we're inviting you 

to join us! ho au 

Our European office in Amsterdam has immediate 
needs in the following ar 


issues and complex system 

helpful. Should have extensive 

complex products/services envi t, pref 
in e-Business, consulting or technology. MBA 
preferred. 


Strategy/Alliances 

Business strategy and alliances experts with 
experience in one or more of the following: M&A, 
due diligence, competitive analysis, pricing, supply 
chain management or alliances. Strategy consulting 
or CPG industry experience in a B2B environment 
and MBA selected: 


Marketing 

- Will assist in the development and execution of 

‘MarCom strategies/programs and manage external 
elationships and communications. B2B marketing 

experience preferred, preferably in e-Business or 

consulting. 

_. At Transora, we strive to recognize, appreciate, 
` and value diversity within our dynamic culture. 

Please send your resume, specifying desired 

position, directly to us, via e-mail at 

. recruiting@transora.com 

- or fax 1-312-431-6776 (in the U.S.). 


Transora is an equal opportunity 
employer. 


4 


Visit our website at Transora.com 


INDMIST. OCTORER 2157 2000 











THE WORLD HEALTH 
ORGANIZATION in Geneva seeks 


SCIENTIST/DEVELOPMENT ~ 
ECONOMIST 


RESPONSIBILITIES: n 


To provide policy advice; and conduct and commission research 
on the links betweet health and economic dimensions of 
globalization, particularly in the areas of trade, investment, and. 
finance. 


QUALIFICATIONS: 


Advanced degree in Economics, specialization in 
Developrment/Interiiztional Economics ап advantage: 
Substantial experience in empirical research in 
development/international economics, using quantitative metho: 
in a research setting or research institute; n VES 
Excellent knowledge of English or French and a good working... 
knowledge of the other language. ` 
Annual salary (net of tax): 
USS$62014 at single rate and 05866753 with primary dependants. 
Post adjustment (October 2000) 24.2% of the above figures... 


Manager, SDE/MSU, World Health Organization, 
CH-1211 Genève 27, Facsimile N° +41 22 791 47 25 
WHO has a smoke-free environment 
Applications from women encouraged 


NATO HEADQU/ 
~ я i кей а Hy 0 


SPOKESMAN 


You will serve as Spokesman for NATO, advise the Secretary: 
General on press and media relations, and manage the Press 
and Media Section. 


You are an authoritative and effective communicator in 
English and French. You һауе extensive knowledge of current 
NATO issues and thorough experience of journalistic and 
media practices. You are a national of a member country 
ot NATO. 


letters of application, with detailed CV, should be sent by post 
or by e-mail (indicating a postal address), quoting the 
reference ОІРЅР.ЕС.00, to: Recruitment Service, 
NATO Headquarters, 1110 Brussels, Belgium 
or recruitment@hq.nato.int. 


Closing date for applications: 10 November 200 


hose candidates who meet the specific require 
ise applications pass the initial screening 
hene/e-mail enquiries will 
















REGIONE CALABRIA 


ARE YOU 
 .. an Eva 





COME AND WORK 


-+ for Calabria..: 


5 billion EURO, 6 years of time and a quality programme 
to make a difference. 





We are seeking qualified applicants for the following positions: 


Public Investments Evaluation and Assessment Unit 
(ref: NVVIP) 


6 Experts with relevant experience in one or more of 

the following fields: Analysis and programme design 
on a territorial and sectorial basis; Evaluation of 
programmes, projects and feasibility studies; Territorial 
Statistics; Implementation and management of 
monitoring systems; Environmental analysis economics. 








П 
ү 
1 
















Operational Management Structure (ref: SOG) _ 
10. Sector Programme Managers, one for each of the 

` following branches: Integrated Water Cycle; Land 
management and conservation - Emergency 
programmes for natüral disasters; Environment and 
Energy; Education, Training and Labour policies; 
.Research, Innovation and the Information Society: 
Industry, Crafts, Trade and Services; Tourism and 
Cultural Heritage; Agriculture; Rural Development and 
Fisheries; Cities and services to citizens; Transportation. 


Territorial Project. Managers, one for each-of the 
following provinces: Province of Catanzaro; Province 
of Cosenza; Province of Crotone; Province.of Reggio 
Calabria; Province of Vibo Valentia. 


6 Specialists, one for each field: Tenders for works, 
^ services and goods; EU Regulations; Management 
Information Systems (MIS); Information and 
Communication; Anticrime Policies and Procedures; 


Project Financing, : 


Appointments for both SOG members and external NVVIP 
members are regulated by three-year renewable contracts, 
subject to a probationary 6-month period. 







Salaries willbe determined on the basis of qualifications and 
experience of the successful candidates, гота minimum of 
Tt. Liras 110.000.000. to a maximum of It. Liras.160.000.000 
“gross per year = SEU 





o. For more information visit our website e 
regione.calabria.it .— 







| luation Expert or - 
a Management Expert? 


H 


$ 
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VACANCY ANNOUNCEMENT 


PROGRAMME MANAGER ~ MRC FISHERIES PROGRAMME 
Mekong River Commission Secretariat, Phnom Penh, Cambodia 


The Mekong River Commission (MRC), an international organization established in 1995 by Cambodia, the Lao 
PDR. Thailand and Viet Nam, to co-ordinate and promote "corporation in all fields of sustainable development, 
utilization, njanagement and conservation of the water and related resources of the Mekong River Basin". The 
objective of the MRC Programme for Fisheries Management and Development Cooperation is the 
sustainable usé of the economic and nutritional potential of thé inland: aquatic resources in the Basin, which 
comprise. approx, 1.300 different fish species, and gives rise to an annual fish production of more than one 
million tomes, The MRC Fisheries Programme is managed and coordinated from. the MRC Secretariat. and 
presently comprises. six Components under implementation in the four riparian countriés and has more than one 
hundred staff attached, Applications are requested for thè position as Programme Munager. 










Duty Station: Phnom Penh, Cumbosia with extensive travel in the Region. 

Duration: One year with possibility for extension up to four years, 

Starting Date: June 2001, or soonest after. 

Duties: Under the general supervision of the Division Director, the Programme Manager has the 
overall responsibility for the management and supervision of the Fisheries Programme in 
close cooperation with the riparian line agencies for fisheries, financial accountability, 
dissemination ӨГ information to stake holders from different sectors and contacts to the 
international and regional organizations active in fisheries management and development. 
‘The position includes the daily supervision of ап office with approx. ten professional and 
support staff. A detailed Job Description is available at the MRC Secretariat. 

Qualifications: 


- University degree in a subject related to fisheries or a natural, social or economic sciences 
discipline, or similar. 

* A minimum of H) years relevant experience in international or regional development 
cooperation, comprising project ог progranime planting and management, with a 
considerable part related to the fisheries sector, 

^ ‘The position requires à broad knowledge of the fisheries sector, ins various disciplines and 
its role im tie society. 

> Excellent and proven skills to comraunicate effectively with people of a wide raige of 
nationalities, social and political levels. 

> Éxgellent personnel managentent skills, 

- Fluency in both written and spoken English is essential. 










Remuneration; MRC/UN Salary Scale, level P3 depending on qualifications and experience. 






Closing Date for Application: Monday 27 November 2000 


Applications: — Including full details of qualifications, experience and references together with a passport 
size photo should be forwarded to: 


The Personnel Officer, МЕС Secretariat, P.O. Вох 112, Phnom Penh, Cambodia Fax No.: +855 23 720-972 
For further information, e-mail: penprapa@miremekong.org 
Only short-listed candidates will receive acktiowledgenents. MRC ixan equat opportunity employer. 




























Landell Mills Limited 
DEVELOPMENT CONSULTANTS 
Project Executive (AMEA) 


Landell Mills is one of Europe's leading providers of advisory 
and management services to emerging markets. Our specialist 
areas are renewable natural resources, private sector 
development and environmental management. Full details of 
the company may be found at www.landell-mills.com. 


As a result of our expanding portfolio in Africa and the Middle 
East, we are seeking to recruit an executive to join our head 
office team in Wiltshire, UK.. The successful candidate should 
be able to win! and manage business and, most importantly, 
provide our clients with the highest level of service. We also 
expect entrepreneurial flair and a commitment to develop- 
ment. 


We offer a starting salary of around £25,000 a year, a benefits 
package and the opportunity to work in a dynamic and 
collegiate environment. Please send a three-page CV and a 
covering letter. outlining what you can offer by post or e-mail, 
to: 


john. linton@landell-mills.com 
chris.knee@landell-mills.com 
Bryer-Ash Business Park, Trowbridge, Wiltshire, 
- BA14 SHE, UK. 





Those interested in similar positions covering different 
regions may also register for future opportunities. 
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APPOINTMENT 


‘local environment, whilst applyin 


———MÓá 


COMMONWEALTH SECRETARIAT 


The Commonwealth Secretariat is the main intergovernmental agency of the Commonwealth facilitating consultation. — 
and co-operation among member governments and countries. ; 


DEPUTY DIRECTOR 


NFORMATION AND TECHNOLOGY UNIT, ADMINISTRATION DIVISION 
15 IT Unit serves as a focal рони to establish technology standards Of relevance to the Secretariat's 
1 supporting the use of computer technology to enhance staff 
productivity and improve the quality of the Secretariat's output. 


growth budget have created an ever increasing demand for new and 

s for the support of office activities through the use of 

computer technology, The Unit aims to assist all programme arcas meet their specifie i sformation 
requirements and contribute to the proper selection of technolügies by providing information on 


"advanced and appropriate technology, systems analysis and software development, 


requirements, 


* A competitive international package is provided and application is by detailed CV which should be forwarded only after apy 


The Unit also plays an active role in the building and upgrading of the skills and knowledge of staff 
in the use of computers and relevant software applications, 


The Deputy Director maintains primary responsibility for technical advice cn the development of 
Stiategy ава Policy: prepares annual Strategic Implementation Plan within a broader IT Strategie 
Framework and budgets for implementation and ongoing costs; advises Gn hardware/software 
co-ordinates acquisition and implementation of upgrades/new systems, Heads and 
of the Unit, facilitating provision of proactive and reactive support and 
lor effective operations of all. applications; develops proposals for annual and 


атеистер» work programmes for the Unit. 


ntial requirements: postgraduate degree in fT; proven track. record of at least ten years 
ence in systems analys: 5 ортен and systems implementation; at least five years 
ein managing а mi plinary team of specialists. in systems and applications, excellent 

5 A skills with ability to draft briefs for 


ала implementation and — operations; understanding of workings of 
intermarional/imtergovernmental organisation; ability to work in a multi-cultural setting, function under 
pressure and meet exacting deadlines. 


COMPUTING SUPPORT OFFICER (SYSTEMS DEVELOPMENT) | 


staff and the CS-DRMS softivare development tei 
software and network problejns; sianage network 
d n 
for JRMS 
install/maintain computers 46 
-DRMS and pr ding preparing equipment, 
eparation; dátabase admiistetion/internet/web manten cef support 
ic/systerdocomentation inclu i 

security j 


Requirements: first degree or equivalent in-TT; at deas 
knowledge of most of the ying arcas. and familiarity 
or similar vendor certifi 
and common PC hardware; network 
n and admiristrátion on operating including 
Netware and ÜNEX/LINUN serv tid. workstations and The 
des of Mic t Office ог. TBMELob office 


installation 
WINDOW: 
TCPAP protocol; Adv; 
productivity software; 


opment, mainte 
APAC HTML, JAVA J/ 
technologies listed aber 


wt using common tools 
У support, ánd taining on 





* Both appointments, for a period of three years in the first instance, is open to nationals of all Commonwealth countries, 


айаре frons: 


Gladys Мһопе - Personnel & Staff Development Department, Commonwealth Secretariat, Marlborough House, Pall Mall, London SW1Y SHX, UK 


Tel: +44 020 7747 6181: 


Fax: +44020 7747 6520: 


E-mail: g.mhone@commonwealth.int 


Closing Date: 30 November 2000 
We regret that it will not be possible to acknowledge applications individually. Only shortlisted candidates will be contacted. 


The Commonwealth Secretariat is an Equal Opportunity Employer with a website at: wwiethecommon wealthorg 


Graduates: what will you change next year? 


HM Treasury is the UK Government’s economics and finance ministry, charged with achieving sustainable growth 
and rising prosperity for all in the UK. We are looking for the best, the finest, the most exceptional graduates to 
join us; people who are analytical, influential and work well through and with others. 


Economic Assistants £20,000 + benefits, London 


As a Treasury Economic Assistant you will be at the very heart of the nation’s economic policy making process. You will 
apply your economic skills and knowledge to real life economics in areas such as macro/micro economic policy, 
the Budget, inflation, international finance, taxation and labour markets. A good degree in economics is essential. 


We are looking for. people who are analytical, who are clear and concise in putting their ideas across, and who can 
work collaboratively with others. In return, the work provides extensive developmental opportunities, including 
training and a level of variety, excitement and impact on people that few other graduate schemes are likely to match. 


The package is intended to attract excellence. It includes a competitive salary, pension, 25 days’ holiday, 
maternity/paternity leave and flexible hours. If you can meet our high standards we'll give you every opportunity to 


develop your career at the core of Government. 


Brochures and application forms are available through the HM Treasury Graduate Recruitment Programme line 
on 0800 0726 735 or at www.hm-treasury.gov.uk/careers/graduate Alternatively email hm-treasury@cpcr.co.uk 


Closing date for completed applications: Tuesday 28 November 2000. 
The Treasury is an equal opportunities employer and believes diversity makes a positive 


impact on what we can achieve. 


Modernising 


& government 


HM Treasury 


TOR IN PEOPLE 













CENTRE FOR HEALTH ECONOMICS 


HEAD/JOINT HEAD OF THE 
INTERNATIONAL PROGRAMME 


Research Grade I-IV 
(£29,332 - £36,740 and £37,493 - £42,207 p:a.) 


You are invited to apply for a senior research fellowship in the 
Centre for Health Econamics to take on a leadership role in’ 
the International Programme. The Programme undertakes 
research, training and. consultancy in, and for, low and 
middle income countries. You will provide leadership and 
management within the team, develop existing and new 
areas of research and contribute to the strategic development 
of courses, The post-holder will have a higher degree in 
economics, health economics or a related discipline. 

For further particulars and details of how to apply 
lease write to the Personnel Office, University of York, 
eslington, York YO10 SDD, email: jobs&york.ac.uk quotin; 

reference number 13/6075 or see: http:/ / www. york.ac.u 

/admin/persnl/jobs/6075.htm Closing date: 17 November 2000. 
























UNIVERSITY OF 


OXFORD 


Chichele Professorship of the History of War 


The electors intend to proceed to ah election to the Chichele Professorship of 
the History of War, with effect from 1st October 2001, or such later date as may 
be arranged. 





A non-stipendiary fellowship at All Souls College is attached to the professorship. 


Applications (eleven copies, or one only from overseas candidates), naming 
three. persons who have agreed to act as referees on this occasion, should be 
received not later than 4th December 2000 by The Registrar, University Offices, 
Wellington Square, Oxford OX1 2JD, from whom further particulars may be 
obtained. Further particulars may also be accessed. on the Web at: 
http//www.admin.ox.ac.uk/fp/ 


The University is an Equal Opportunities Employer. 













Department for 
International 
Development 












The Nigerian Government is committed to a policy of Universal 
Basic Education (UBE). Implementation will be underpinned by 
a Government-led Education Sector Analysis (ESA) supported 
by external partners. This post forms a key component of the 
Support to Sector Analysis and Planning Project (SESAP) 
comprising DFID's assistance to ESA. The post is innovative in 
being based in the World Bank's office in Abuja. This will 
enhance interaction and consistency between World Bank and 
DFID programmes in Nigeria and provide more coherent 
support to government. 


As part of the World Bank's Education Team for Nigeria; your 
objective will be to support Government, DFID and World 
Bank policy development in relation to UBE within a workplan 
agreed between the World Bank and DFID. You will take a 
proactive role in dialogue between the Nigerian authorities and 
external funding agencies about key sectoral issues, including 
financing, institutional development and teacher supply. You 
will be professionally responsible for DFID-funded technical 
inputs within SESAP and will contribute; through ESA, to the 
development of futare World Bank support to education in 

г Nigeria. You will maintain close links with DFID staff and 
programmes, provide advice to DFID and the World Bank on 
other education related matters and ensure close co-ordination 
with other development partners. 





















Department for. 


Fulfilling Britain's commitment to ЎТИНГ poverty 


The Department for International 
Development (DFID) is UK's 
government department responsible for 
promoting development and the 
reduction of poverty. DFID is committed 
to the internationally agreed target of 
halving the proportion of people living in 
extreme poverty by 2015. 









Application forms can be obtained, quoting reference AH375/hrod4d/co/TE clearly on your envelope, from 
or International Development, Abercrombie House, Room AH375/4, Eaglesham Road, East Kilbride 
С75 BEA or telephone 01355 843352 (answerphone) or e-mail: hrod4c1@dfid.gov.uk http://www.dfid.gov.uk 


DFID works in partnership with 
governments, international and national 
non-governmental organisations, the 
private sector and institutions such as the 
World Bank, UN agencies and the 
European Commission. Most of our 


ce is concentrated on the poorest 
countries in Asia and sub-Saharan Africa, 


DFID/WORLD BANK EDUCATION 


EXPERT 
NIGERIA 


QUALIFICATIONS AND EXPERIENCE 


A Masters degree or Doctorate, either in education or А 
complemented by a Postgraduate qualification in education. 
Knowledge/experience of national systems of éducation, 
education policy formulation, sector-wide approaches in 
education, public service reform especially decentralisation, 
school-based management, financial/technical monitoring and 
evaluation including school inspection, and donor co-ordination. 
Developing country experience in at least some of these areas is 
essential. Essential personal skills include excellent verbal and 
written communications, negotiating and influencing skills, an 
analytical, problem-solving approach and the ability to work 
effectively as a member of a team and with people from a wide 
variety of cultures and backgrounds. Experience of working in 
Nigeria or elsewhere in sub-Saharan Africa is desirable. 

TERMS OF APPOINTMENT 

This is a 2 year DFID contract, based in Abuja, Nigeria. The salary 
offered will be commensurate with qualifications and 
experience. 

Candidates should be nationals of Member States of the 
Furopean Economic Area (EEA), Commonwealth citizens who 
have ап established right of abode and the right to work in the 
United Kingdom or those granted refugee status as defined by 
the 1951 UN Convention on Refugees. 


Closing date: Friday 17 November 2000. 





but we also work in middle income 
s, and in Central and Eastern 


DFID is committed to a policy of Equal 
Opportunities and encourages 
applications from all parts of the 
community, Selection on merit. 





pee : 


P Ens sector/ 
power station 


| The European Agency for Reconstruction, which is the main 
| executing body for European Union assistance for the reconstruction 

ОЁ Kosovo is looking for an Energy expert. in power stations to 
s design ind manage assistance programmes in thé Energy sector. 


à he. duties of the expert include, under the Head of. Operation: 
acting. аз a professional advisor to the Agency, the identification of 
rojects to be funded, drawing up terms of reference for the 
ntracts, participation in evaluation committees, acting as trouble 
| shooter chasing project progresses the pro-active participation in the 
| programming phase as well as full co-operation to be rendered to 
the monitors, evaluators and other agents in the fulfilment of their 
respective institutional tasks. In carrying out their duties the task 
, manager will be frequently required to work: às. Part of wider 


d prepare programme and project needs in the sector 
iture programmes, 
; constant contact with government authorities, 
lementing partners, and technical assistance teams, 
articipate in ad hoc meetings (regional, donor co ordination 
ete.) às required, 
: Undertake field visits to monitor project progress, 
Participation on technical and financial шшш of tenders, 
„Сату out inspections 
Review and comment on consultants’ reports 


| QUALIFICATIONS/JOB. PROFILE 


| "Have one of the nationalities.of the European Union | 
|j University. Degree or Higher Education certificate in 
Electrical/Mechanical Engineering | j 
Minimum five years experience. in the Power Industry 
Programme and project management capabilities, 
Knowledge of procurement rules and procedures, 
* ^ Computer skills including spreadsheets and word processors, 
| s Fluent in English, spoken and written (knowledge of other EU 
|o languages will be an advantage). 
= Experience of working in transition/develuping economies as 
well as knowledge of EU procedures would be an advantage 
«Previous work in coal fired Power Station or in power station 
© rehabilitation in a senior position will be an advantage 
“Women are encouraged to apply. 


| CONDITIONS 

I The expert will work within the Operations Division of the 

| Agency and will be based in Pristina. He or she will receive a 
| competitive international salary, including benefits and will be 
| contracted for an initial 18-month period. 


` Applicants are kindly requested to send a detailed Curriculum 
| Vitae in English by e-mail only to the following address: 





European Agency for Reconstruction 

Attn: Administration (Ref. Energy sector/power plant) 

email: ole.phillip& ear.eu.int 

Deadline for the submission of applications: 01 December 2000 











lot ү инорайов on ; 












nera 


The European Agency. for Reconstruction, which. is; the m 
executing body. for. European "Union: assistance for: 
reconstruction of Kosovo is. looking for. an Agriculture/Ru 
Development Sector Expert to design and manage assistan 
programmes in the housing sector. : 


TASKS 


The duties of the expert include, under the Head of Operaa 
acting as a professional advisor to. the Agency, the identification 
projects to be funded. drawing up terms of reference for 
contracts, participation in evaluation committees, acting as troubl 
shooter chasing project progresses the pro-active participation in the 
programming phase as well as full co-operation to be rendered to- 
the monitors; evaluators and other agents in the fulfilment of the 
respective institutional tasks. In carrying out their duties the tas 
manager will be frequently required. to. work as. part of м 
multidisciplinary teams: 
* Assess and prepare programme and project needs in the secte 
for future programmes, 
* Ве in constant contact with government authorities, 
implementing parcners, NGOs and technical assistance teams, 
* Participate in ad koc meetings (regional, donor co ordination 
etc.) as required; 
* ` Undertake field visits to monitor project progress, 
nical sud financial evaluation of tenders. 






























































Possess university. оше їп ое аце development: | 
* minimum five year. experience i in the sector, with preferabl 

two years experience in. agriculture credits to ami 
business and farmers, | 
programme and project management capabilities, 
knowledge of procurement rules and procedures, . 
computer skills including spreadsheets and word processors, 
fluent in English. spoken and written knowlege m of other E 
languages will be an advantage). 
* Experience of working in transition/developing. economies a 

well as knowledge of EU procedures would be an шыр 
« Women are encouraged to apply. 5 


CONDITIONS 


The expert will work within the Operations Division of the Agen 
and will be based in. Pristina. He or she will receive.a competi 
international salary, including benefits and will be contracted for 
initial 18-month period. : 















e э è э 




























Applicants are kindly requested to send a detailed Curriculum Vitae 
in English by e-mail only to the following address: 









European Agency for Reconstruction 


Aun: Administration (Ref. Agriculture/Rural development 
Sector Expert) Е 


email: ole.phillip @ear.eu. int 
Deadline for the submission of applications: 61 December 2000 
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APPOINTMENTS 































Department for 
International 
Development 


DFID is expanding its development programme in Nigeria. A key 
part is engaging with four of the 36 State Governments with 
proven reformist credentials, with the aim of making a visible 
difference in the lives of the poor. We are prepared to support 
both longer-term and more immediate initiatives - from 
development of poverty reduction strategies to improved public 
expenditure management to immunisation programmes. 
Improved governance is crucial: a State and Local Government 
Reform Programme has already been agreed and will start work 
shortly. Depending on state priorities, we could support reform 
efforts in sectors such as water and sanitation, health, education 
and/or rural livelihoods, including physical access. 

DFID is seeking three State Co-ordinators - immediately in the 
states of Benue and Ekiti, and one later next year in a state yet to 
be identified in the south east. 

The State Co-ordinator has a key role representing DFID, and 
will play a senior role in strategy development and co-ordinating 
programmes within the state through: 

Policy Dialogue 

"You will be the first point of contact with DFID for the State 
Governor and his administration. You will help the state develop 
and implement a poverty reduction strategy. You will maintain a 
“dialogue with civil society, the private sector and other actors in 
the state, and provide support to the development of state-level 
povertv-focused initiatives. 


The Department for International 
Development (DFID) is the UK's 
government department responsible for 
promoting development and the reduction 
of poverty. DFID is committed to t 
internationally agreed target of halving the 
proportion of people living in extreme 


poverty by 2015, 


Fulfilling Britain's commitment to О world poverty 









DIRECTOR 


International Institute. for Energy Conservation 
>}. seeks а new. Director to lead and. expand. its. Asia 
operations, which are based in Bangkok, with satellite 
offices in. Manila, Beljitig, and Mumbai, The Asia Director 
will have at least 15 years experience with energy-efficiency 
policies, programs, and technologies. The Director will 
have significant management and fundraising experience, 

















Application forms can be obtained, quoting reference AH375/CO/4d/TE 
International Development, Abercrombie House, Room AH375/4, 
(01355) 843352 (answerphone) or e-mail: HROD4d2@dfid.gov.uk 


DFID works in partnership with 
governments, international and national 
non-governmental organisations, the 
private sector and institutions such as the 
World Bank, UN agencies and the European 
Commission. Most of our assistance is 





BUSINESS & PERSONAL 


STATE CO-ORDINATORS 
NIGERIA 


The DFID State Programme 

You will identify the priorities for DFID in the state, in the light 
of DFID's Country Strategy for Nigeria and of state plans, and 
co-ordinate the various DFID programmes and initiatives, 
liaising closely with other donors. 

QUALIFICATIONS AND EXPERIENCE 


For these roles you must have proven advocacy skills, cultural 
awareness, preferably in à West African context, and an 
understanding of the underlying challenges to progress towards 
poverty elimination in Nigeria. This should be combined with 
experience of working with Government decision-making 
bodies, preferably including DFID. You will be based in the state 
capital, Each state is within four hours drive of Lagos, Kano or 
Abuja. Candidates should be both self reliant and resilient. 
TERMS OF APPOINTMENT 

The appointment is for a two-year fixed-term period and is 
subject to a probationary period of six months. Salary will be 
commensurate with experience and qualifications. In the case 
of Nigerian nationals, local terms and conditions will apply. ‘In 
other cases, the salary will be UK taxable and will include an 
element in lieu of the employer's share of superannuation, 
Candidates should be nationals of Member States of the 
European Economic Area (EEA), Commonwealth citizens who 
have an established right of abode and the right to work in the 
United Kingdom or those granted refugee status as defined by 
the 1951 UN Convention on Refugees. 

Closing date: 11 November 2000. 

clearly on your envelope, from Department for 


Eaglesham Road, East Kilbride G75 8EA or telephone 
hittp://www.dfid.gov.uk 






concentrated on the poorest countries in 
Asia and sub-Saharan Africa, but we also 
work in middie income countries, and in 
Central and Eastern Europe, 

DFID is committed to a policy of Equal 
Opportunities and encourages applications 
from members of the ethnic minorities, 


JOB HUNTING INTERNATI 


Executive $75K-500K *. Career searching into, within or out of 
Asia / Europe / M.East / 0.5.7 Contact for Free Info & Critique 


www.careerpath.co.uk 
Fax: 

+t 202 4781698 

+44 20 75048280 сре 

+66 2 2674688 






Email: 
icareerpath.co.uk 
careerpath.co.uk 

kk.loxinfo.co.th 


USA/Canada 
Europe 
Asia / M. East / Aus 











































fe OSE der A ais "" START YOUR OWN mt : 
as well as experience in Asia. 1 IMPORT/EXPORT AGENCY 1 

en وف‎ Ay "TA m s as sos m, No Capital or Exp. req. No Risk. Work from 
дан met and © | s $ Pd only 5 e-mail to pene PartiFull time. Free Advisory serit 
npandit@tiec.cerf_org and pdupont@iicc.cerforg. Est. 1946. Clients in 120 countries. 

К MN A Ria К, r1 Send for Free Booklet. 1 PUBLISH YOUR WORK 
Additional information abour ПЕС can be found at i WADE WORLD TRADE i ALL SUBJECTS CONSIDERED 
www.cerborg uec. 1 E ое p e Me 1 WRITE OR SEND YOUR MANUSCRIPT TO: 

eckennam Kerr - s 
mr m . "UM Д _ cd g Tel: +44 (0) 20 8650 0180 Qahís)— р РАЙ oe 
HEC is an affiliate of the Civil Engineering Research Foundation (CERF), Fax: +44 (0) 20 8663.3212 : 
í їр: Алл Wadetrade.com Ц wiwminerva-press.co.uk 
= М эш та шю мш юк жш юш шы мп ME 


ONDON SCHOOL OF HYGIENE & 
ROPICAL MEDICINE 


laria Consortium Research Fellow 7 h у x Frontiers 0f Development Economi 


ARKET ANALYST/ ; ларі 
TECHNICAL CO-ORDINATOR The Future in Persp ecti 
Thirty-three of today's leading 


ETMARK - Marketing Insecticide-treated Me 
Materials in Africa development economists assess 


The NetMark project seeks to create a commercially sustainable development thinking at the turn of the- 
market for insecticide-treated materials (ITMs), such as mosquito century. Frontiers of Development 
шт a partner ithe NetMark toam, providing technica Боот айин етар 
. expertise on malaria and ITM-related research. analysis of the broad range of issues 
We are seeking an experienced individual to manage market involved in development economics . 
and offers a critique of what is 


analysis activities and co-ordinate the Malaria Consortium’s 
contribution to the NetMark project. The individual should have needed in development theory and. 
policy to reduce poverty. 




















































а background in economics, marketing/market research, public 
alth or a relevant business, and an appropriate degree 
(preferably a postgraduate qualification). 


he appointment will be for one year in the first instance and 
based in London, with some international travel, Salary is in 
range of £21,983 - £25,756 depending on qualifications 
experience. 


rther information about the post. and details of how to apply 
‚ available from the Personnel Office, London School of 
Hygiene & Tropical Medicine, Keppel Street, London МУСТЕ 7HT 
Tel: 020 7927 2203. Please quote reference SM1. Specific 
enquiries to Jenny Hill, Deputy Director, Malaria Consortium, 
Liverpool, (0151. 708 9393), j.hillGliv.ac.uk | Further. information 
Malaria Consortium can Бе found at 
E SD The closing date for НИКОН ка : 
cations: Friday, 3 November 2000. “at Я 3 
ondon School of Hygiene & Tropical Medicine is an e World Bank Publications 








А Copublication of the World Bank and Oxford University Press. : 
October 2000. Stock no. D61592 (ISBN 0-19-52* 592-3). $35. 






















To order in the UK contact: Customers Outside the UK contact: 

HCN Scribes, Omega Park The World Bank, PC. Box 960 

Alton, Hampshire, GU34 2PG Herndon, VA 20172:0960 

Tel: +44 (0) 1420 86848 Tel: 703-661-1580 or 800-645-7247 0t: 
Fax: 444 (0) 1420 89889... Contact your World Bank distributor 
E-mail: whank@hen.org.uk. www.worldbank.org, publications . - 
WWw.honorg.uK. г. Tee, 









ие m Я ; RENS 
portunities employer М2 Visit pur website at www.worldbank. org/publications 


riam CONFERENCES _ 
Quality Manager 


EMCDDA 
Lisbon 





General Information 


The Lisbon-based European Monitoring Centre for Drugs and Drug Addiction (EMCDDA), one 
of H decentralised European Community agencies, was set ир: їр. 1993. in response to the 
escalating drug problem in Europe and in demands for an accurate picture of the phenomenon 
throughout the European Union. The Centre became fully operational in 1995. 

After five years of operation and having gone through an exiéasive growth period the EMCDDA 
needs a quality management system to be implemented. 


NS 


FEDERAL REPUBLIC ОЕ NIGERIA 
National Council for Privatisation, Bureau of Public Enterprises 


Fourth Pan African Investment Summit a 


PRIVATISATION IN PRACTICE | 
19-22 November, 2000 E 
ABUJA, NIGERIA 


The Government of Nigeria and Business in Africa International 

Magazine are convening a high level summit to examine the issues 
facing privatisation in Africa: with leading international experts who 
will bring hands on practical experience to this topical issue, 








7 Function 

Ав a member of the team of the EMCDDA you will be responsible for the development and 
implementation of а total quality management system. This will he done in continuous 
collaboration with all members of the staff and the extemal constituencies of the EMCDDA. 
You will analyse existing management and production processes and procedures through quality 
audits and develop proposals for improvements. You will also conduct internal and external 

‘analysis in the field of quality management, including target group satisfaction analyses. 
Жой can find the terms of reference of the post on the EMCDDA web site (Wwwemcddaorg), 









Кр Our Expectations/Your Profile 

"Mou have at least a university degree, a broad knowledge and at least five years of experience 
with нашу management systems and the development of a quality policy research. 

P. Now can analyse complex questions and situations and you are able to formulate objectives and 
to work independently and in a structured way. You aim for high quality and try to perfect things. 

You Have a feeling for practical solutions and for concrete questions. 

: You шге a national of one of the EU Member States or Norway and you have an excellent 
‘command of English and French. Other languages are an advantage. 


















Government officials, state governors, legislators, trades unions, 

academics and senior executives of private sector bodies are invited 

to join top ranking speakers and VIP delegates in Abuja. 
What we offer 

A one year contract which could be followed by a longer-term contract. The post corresponds to 

an Auxiliary Al grade as provided for by the European Union staff regulations. The salary will 

se fixed according to these regulations and will include, where appropriate, expatriation 

‘allowance, household allowance and child allowance. 







For more information, please fax or email your request to: 
Fax: +27 11 807 0919. E-mail: conferenceGbusinessinafrica.co.za 
or Fax: +44 171 495 7956. E-mail: Businessinafrica@compuserve.com 













5 Deloitte Please contact us in the first instance by sending your cv and professional 
ГАГ Р ch e references to Isabelle Collins, Deloitte & Touche, Holidaystraat 5, 1831 







Diegem, Belgium, fax 432 2 718 9683, email icollinsG'deloitte com BUSINESS IN AFRICA CONFERENCES 
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UNITED NATIONS TRANSITIONAL ADMINISTRATION 


FOR EAST TIMOR/EAST TIMOR TRANSITIONAL ADMINISTRATION 


COMMUNITY EMPOWERME 





CONSULTING SERVICES 
Grant No. IDA TF 023534 


Expressions of Interest 


The United Nations Transitional Administration for East Timor 
(UNTAET) has received a grant from the Trust Fund for East 
Timor (administered by the International Development 
Association = IDA), and intends to apply part of the proceeds of 
this grant to payments under the contract for consultancy 
services. UNTAET announces openings in the Project 
Management Unit of the Community Empowerment and Local 
Governance Project, 


The Community Empowerment and Local Governance Project 
provides block grants то local communities, supporting the 
creation of democratically elected village councils in order to 
build accountable and participatory local institutions. through 
which communities can work to rehabilitate basic infrastructure 
and restart economic activities. The project includes special 
windows for cultural heritage and vulnerable groups such as 
. widows and orphans. The project amounts to US$21.5 million 
over 2.5 years. 


The Project Management Unit oversees all aspects of the project, 
Special advisers are being recruited to assist in the transition 
from management by United Nations consultants to East 
Timorese management. The special advisers will be responsible 
for assisting in various tasks and functions and identifying 
specific areas that réquire special assistance or training, provide 
this assistance or cause it to be provided. All these candidates 
must have excellent communications and interpersonal skills. An 
evaluation of the progress achieved will be conducted after a 
period of three months, 


These positions are for short periods of time ranging from 3 to 9 
months: 


Special Adviser to the Reporting, Monitoring and 
Evaluation Officer 


The Special Adviser to the Reporting, Monitoring and Evaluation 
Officer would assist in organizing and supervising the evaluation 
of the project in accordance with pre-defined qualitative and 
quantitative objectives, He/she would also assist in formulating an 
appropriate methodology for monitoring the project in all its: 
components; collecting and collating appropriate information on 
project implementation for the production of ihe reports required 
by the Trust Fund administrators and donors; and supervising the 
timely productions of these reports. ` 








ND LOCAL GOVERNANCE PROJECT 





Special Adviser to the Chief Administrative Officer on 
Administration/Personnel/Procurement 


The Special Adviser to the Chief Administrative Officer--who 
reports directly to the Project Administrator and is generally 
responsible for. all administrative matters pertaining to the project 
in the field and at heàdquarters— would assist in instituting, 
developing and implementing the:staff policy; supervising and 
monitoring logistical and procurement operatións; айа 
formulating and implementing office procedures applicable to all 
the different offices, in the field and at headquarters. 


Special Adviser to the Field Operations Team Leader 


The Special Adviser to the Field Operations Team Leader would 
assist in successfully implementing the program and in managing 
all international and local staff, making arrangements for their 
deployment and supervision. 


Special Adviser to the Training and Communications 
Officer 


The Special Adviser to the Training and Communications Officer 
would assist in developing and implementing an overall training 
and communications strategy which will encompass policy 
formulation; identification of target audiences and relevant 
training and communication tools; ensure two-way 
communication flows and specification of training needs. 


UNTAET now invites eligible consultants to indicate their 
interest in providing the above mentioned services. Interested 
consultants must provide information indicating that they are 
qualified to perform the services: (i) the specific qualifications 
for the activity; (ii) the recent experience (last five years); (iii) 
the experience of rendering consulting services in countries with 
social and economic conditions similar to those prevailing in 
East Timor; (iv) capability and experience in skills transfer 
programmes; (v) fluency in English, Malay Indonesian and/or 
Portuguese. 


Consultants will be selected in accordance with the procedures 
set ош in the World Bank's Guidelines; Selection and 
Employment of Consultants by World Bank Borrowers, January 
1997 (revised September 1997 and January 1999). 


Interested consultants may obtain further information at the 
address below from 08:30 to 17:30 hours. Expressions of interest 
must be delivered to the address below by 4th November 2000. 


Mr. Roland Laval 

CEP Project Administrator 

GAP/Budget; Dili, East Timor 

P.O. Box 2436 

Darwin, N.T. 0801 

Australia ro 

e-mail: laval?un.org 

Fax: (618) 8942 2108 - 
(618) 89815157. 


THE ECONOMIST OCTOBER 2187-20 


This is to inform you that the City of Vienna — Housing in Vienna 
invites 


TENDERS 


for the 


PROVISION OF A LOAN. 


The specific amount of the loan to be granted is 


ATS 1,613,211,000,-- (EURO 117,236,616,--) - 


Parties interested in granting the loan are requested to participate in this tender 


For further questions.and if you wish to receive the tender documents : 
(available in German language only), please contact: 


Stadt Wien - Wiener Wohnen - Direktion 
` {City of Vienna — Housing in Vienna) 
Doblhoffgasse 6, 1082 Vienna, Austria 


: hone: 44431/4000-74617 - Mr Suppan 


Fax: ++431/4000-99-74615. E-mail: sup wm. magwien. quat 


http: Wwww. wien.gv. atiwienerwohnen\ 


The deadline { 


Ministry of Economy of the Sloy 
"having its registered office at Mierová 19, Eo 15 ratisi 


pu 
Slovak Republie 
(hereafter referred to as "the Selling Shareholder") 


“based on the Slovak Republic Govemment's resolution, No. 730. from. September. 13, 2000 
“and pursuant to Act No, 263/1999 from September 14, 1999 on; Public Procurement, the Selling 
Wa Shareholder i issues 


‘The method for public procurement will be announced 40 days after publication of 
“this preliminary announcement, The expected method for public. procurement is 
га public tender. 


Services required by thé Selling Shareholder include all services related to the process 

E vatisation of 49% of TRANSPETROL: à. $, Sumavská 38, Bratislava, Slovak 

lic, Registration Nos 31. 241.977; specifically expertise in the specific area, 

ory services, identification of methods and requirements for transfer of shares 

‘the company, and assistance during the selection. process of the investor or 

investors respectively. Also included are services related to the execution of the sale 
shares of the company including contractual closing of the transaction, etc. 


The Selling Shareholder reserves its right not to select any of the bidders if the bid- 
деге do not fulfil the following two requirements: 
cs minimum of five references in M&A transactions in the energy sector, 
“volume of all the transactions executed in the past five years greater than USD 
`“ E Billion. 
` Delivery place for the services will be the. Ministry of Economy of the Slovak 


© Republic, Mierová 19, 827 15 Bratislava, Slovak Republic, tel: HER. 43332041, 
fax: 4421-7-43 42 39 49, ; 
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tenders is 10 a.m. on Thursda 


RHONE 


NATIONAL INSURANCE CORPORATION LTD. 


Selection of Strategic Partner 


Qn behalf of the Government: of Sri Lanka, the Public Enterprises Reform Commission: of 
Lanka invites proposals for. the (purpose of selecting ‘a strategic partner for the ‘Nation 
insurance Corporation Ltd. (NICK), 
National Insurance Corporation td, 16 а domestic insurance company wholly owned bythe: 
Government of Sri Lanka (GOSL). The. GOSL is planning to. sell up to 5196 of the shares 
of NICL to a Strategic Investor. 
Arthur Andersen Corporate Finance has been appointed. by the GOSL to act as its financial 
adviser for this process. 
in 1998, NICL had technical reserves. of approximately US$ 26.9% million, Gross Written 
Premium: of US$ 9 million, anti profit after tex of US$-0.8 million. It had аво an approximate. 
6% share of the domestic insurance market. 5 
Recently, NICL signed’ a memorandum of understanding with People’s Bank relating to. an 
exclusive bancassurance arrangement. People's Bank is а leader. in. the domestic: financi 
sector, wholly owned Бу the GOSL and the bancassurance agreement will relate to t 
distribution, on an exclusive basis, of lite, none and pension plan products of NGE, through : 
People's Bank's distribution networks. | 
An information Memorandum is available at the offices of Arthur Andersen, Madrid or London 
Interested parties should submit to the вате: address. by 15. November 2000: an-Indicative 
Offer tor the purchase of NICUS shares, an Expression of Interest including a profite of. the 
potential investor, most recent financial statements and details relating to the mathod of funding. \ 
the purchase. 
A short-list wil be drawn up based ‘on indicative Offers received and strategic value added: 
by the potential investor. Short-listed investors will be invited to visit a-data room. 
Director General, Public Enterprises Reform Commission of Sri Lanka 
11th Floor West Tower, World Trade Center 
Colombo 1, Srilanka Tel +94 133 87 56 Fax +94 132 6116 


ARTHURANDERSEN 


This advertisement has been approved for issue by Arthur Andersen of 1 Surrey Street, Lon 
WC2R 2P8, which is authorised by the Institute of Chartered Accountants in England and 

to carry on investment business in the UK, Interested parties should be aware that all or of 
of the protections provided by the UK regulatory system will not apply and compensation und 

the UK's Investors Compensation Scheme and Chartered Accountants’ Compensation Scheme 
will not be available, Arthur Andersen is acting for the Government of Sri Lanka and for no one: 
eise and will not be responsible to anyone other than the Governmentot Si Lankafor affording 
the protections afforded to clients of Arthur Andersen or for providing any further information. 

Ms Amparo Salis, Arthur Andersen 
Corporate Finance, Raimundo Fdez Villaverde, 65, 28003 Madrid, Spain 


Tel 434 91 514 52 70 3 
‘Gross Written Premium net of Contribution to Riot and Strike Fund arid Commission on Computery. Cession: 
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IMMIGRATE TO CANADA 
“We Can Help" 

23 Years Experience in immigration Matters 
The law finn of Somjen & Peterson 










Offshore Co 


| FROM THE WORLDS No 





1 PROVIDER | 


® 


Canadian Businesses for Sale 


* "Toronto Industrial Credit 
(lending loans, Я 
* Olympec Aggressive Growth 
Hedge Fund. 
W/ Brokerage & Cash Met Accts/Bank 
Acct /Office /Bks. Other Canadian businesses 
& real estate available. 







6 © EE EO вә 



























FOR OUR 110 PAGE COLOUR BROCHURE CONTACI 
CW Forster (Director) 








MADE IN CHIN/ 


VOICES OF THE NEW 
ECONOMIC REVOLUTION 


* Also Custodial Accounts set up 
wy min $250K 
Serious Inquiries Only, 
CT Trust Group Fax (604) 871-0039 
service@capitaldevelopment.net 


ALL MAJOR 
CREDIT CARDS 
b. ACCEPTED 

















Grosvenor Court, Tower 

Isle of Man, Great B 

TEL: +44 1624 815544 

FAX: +44 1624 817080 | 
E-mail: economist&ocra.com 










OFFSHORE 


Lowest Annua; Fees 


[ee ES B Made С non 







ROBERT LAWRENCE KUHN 


"Made in China is a landmari 
book about the New China, 
capturing as never before 
the challenges and complex 


Bank Introductions 
WwWww.ocra.com 250 Nominee имею ities of the Chinese people's 
1509002 94 Certificated » A member of the Estate and General Group established in 1935 Ottshore Credit Саш 








struggle to build a great 
nation and society... Robert 
Kuhn understands China." 
hao Qizheng, Minister of the 


information Office of the State Counci 
People's Republic of China 





All New 2001 Edition! 


CoNNoiR 2001. 


American & Canadian Trade Directory 
CD & Print Edition 


apply what we ceed? Where is the nearest distributor? Who do we sell/buy our 

4 om? How do we contact then search by company name, brand or 
trade name allows you to contact company directly from the CD by e-mail. Get into a 
supplier/buyer's web site directly from the CD! Work with ap-to-date info. 







On the heels of the historic 
World Trade Agreement comes an 
insider’s portrait of the world’s 
largest economy in transition. 
Made in China features unexpect- 
edly candid interviews with new 
Chinese entrepreneurs, private 
business leaders, government 
officials, heads of state-owned 
factories and everyday workers. 
Author and business consultant 
Robert Kuhn has spent the past 
ten years chronicling China's 
extraordinary economic and social 
revolution, from its first major 
bankruptcy-—-the Ah Cheng Sugai 
Factory in Manchuria—to the 
develapment of the nation’s pri- 
vate company—the Orient Group 






















* 10.8 million American & Canadian suppliers and buyers of consumer and 
industrial products and services including new contact info, web sites, number of 
employe product innovations, complete branch office, locations, full 

vice line descriptions, full trade/brand. name riptions, newly 
registered companies and most senior personnel for cach department. © ategorized 
by industry, sector and region. 

+ 28,600 product & service categories subdivided into industry, sector, region, 
state and province. 

* 4.6 million American companies CEOs, contact name, tie, direct e-mail, 
telephone & fax, business type, web sire details, direct weblink from CD, year 
established and number of emph (ees for each listing including stock info. 

* 985,000 Canadian companie Эв, contact name, tide, direct e-mail, telephone 
& fax, business type, web cet weblink from CD, year established and 
number of employees for cach listing including stock info. 

* 1200 Governmental Relations & Advocacy firms. High powered US & Canadian 
lobbyists for all interest groups. 

* 4500 USA & Canadian Financing/Funding sources allows government policy 
maker(s) and every business executive oo research thousands of func ng, lending 
sources for all major industries, sectors and g nchides asset based 
lenders, equipment finance, finance S factoring firms, investment. banks, IPO 
Underwriters & OTC market mak private lenders, industrial joint venture 
specialty firms, govt projects, real estate france and venture capital sources. 






































UNITED b EINCBOS 
Head Office - 


LAVECO Ltd 
Clos de Saignie, Sark, 
United Kingdom, GY9 0$Е 


Raymond Terry Gibson 
1 +44-1481-832- e 









































ST-832-11 

E-muil: sarki оп 
КЫНЫЧ 

217-96-81 


















Based on а PBS documentary airing in Fall 2000 
The companion video, 0 Search of China, 
is available from PBS Home Video. 
To order your copy, call 1-800-PLAY-PBS 
of visitwenw.ShopPBS. com. 


























E- mail: hungary i 
ROMANIA 
; Ne 92-326- 329 



































The most comprehensive and award winnbig research. and reference tool for serious ener TV B k 
executives and policy makers! Sold for 1789275 for both CD & Print Edition (Sold As 00 S 















One Item Mac & PO Compatible) Forward Bank Draft/Intermational M 
ır of AHABH FINANCE INC CANADA 

capitol Financial Services Group: MAPO-BLDG 4673-349 West Georgia Vancouver 

British Columbia Canada VOB 4A 1: "Tel (604) 730-6007 Fax (604) 871-0039 

Quote Ref, CORR/U01 DB service@capitalierelopment.net 


"T ty ap 
y Order in Books to watch 


Avaitable wherever books are sold. 
Distributed by HarperCollins Publishers, 
www.tvbooks.com 
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JUSINESS & PERSONAL 





e OWNED BY LAWYERS AND ACCOUNTANTS e CONFIDENTIALITY GUARANTEED e BANK INTRODUCTIONS 


The SCF Group, est. in 1989 provides full ranges of offshore services at what we believe are the 
most competitive rates currently available by a licensed professional firm. 


E OFFSHORE & UK COMPANIES @ the best prices contact 


EST. 1989 — ONDON: For immediate, friendly advice, ріваѕе contaci 


LICENSED CO. » is 10 sey St Qum. "LONDON: Janson loery 8.56 3 Sc (Hons) DUBLIN: Peter Murphy B.Comm (Hons) 
{+44 (0) 20 7352 2274 Tel 9) 1 662 1388 


& TRUST MANAGEMENT. же мы fas ; 
т TIS AWWW scfgroup.com/ ес, 27.28 La ЧОЦ ores, Fac (B) 20 7795 0016 Fax +353 (9j 1 662 1554 


Dublin 2, ireland, E-mail: Janson@iscigroup.com E-mail: pmumphy@ectintliallie 



























Innovative and cost-effective solutions to protect your assets and minimise your ta The Sovereign Group i is a profe 
leading tax specialists, operating in 17 jurisdictions worldwide for over 10 years. For complimentary copies of our guides to international tax planning 
nient Soverei n office. nadia call for expert practical advice free of obligation or charge. 


oretta Dames Н i aul Winder 
1 242 322 5464 + +350 76173 : +852 2542 1177 1 al: +t 800813 8381 (esa tol free} 
1 242 325 BAAG 2 350 70158 Гах: +852 2545 0550 ФАА (0320: 36 +1 $00 813 6382 {usa toll free) 
SovereignGroup.conm gi overeignGroup.com ?SovereignGroup.com @SevereignGroup. à омегейупбгоир.соп 


WWW.SOVEREIGNGROUP.COM 





OFFSHORE COMPANIES, TRUSTS, FOUNDATIONS, 
BANKS, INSURANCE COMPANIES 


JS 


http://www.global-money.com, http//www.flagsofconvenience.com 
gmceglobal-money.com Faxes: 41-416-3525168, 43120-5241407 
GLOBAL MONEY CONSULTANTS S.A. - FLAGS OF CONVENIENCE S.A. 


Е 







International Calls Cost Up То BUSINESS/PROPERTIES 


85% Less In the New World. eee 


|| businesses or properties forsale | 
which are held offshore? 
If so, please contact, 
Box No. 4107, 25 St James's St, 
À, London SWIA HG, England, 













OFFSHORE 
CREDIT CARDS 
AVAILABLE BY EUROPEAN BANK 


FAX APPLICATION TO BANK 
490 392 227 53 77 
e-mail: apply@fmb-cards.com р 












look no further than New World Telecommunications. Because we 
save you up to 85% on all international calls, 

As a true callback innovator New World | 
provides state-of-the-art voice communica- 
tions and the lowest possible rates for all 
international calls originating outside the 
United States through callback. 

Yow you can call anywhere in the world 
at amazingly low rates. Perfect for home, ; : 
office, hotel, fax, or cellular phones. Сай The offshore professionals since 1977 
today and be calling globally at 85% less : 
the day after tomorrow! NIES AND TRUSTS FLY FORM 


Call Today! 1-973-438-3168 


1402 Teaneck Road, Suite 114 
Teaneck, New Jersey, USA 07666 


| 
"Машо | x 1-201-287-8438 | 






| f vou re looking for the finest international phone rates and service, 














telecommunications economist newworl ldtele.com 
ww. newworldtele.com 


© 2060 New orld elecimmunicatians. New Werld i a trademark of New World Telscoamapicstions, АЙ nights mesmo 
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OUTPUT, DEMAND AND JOBS America's industrial production edged up by 0.2% in Sep- 
tember but was still 5.7% higher than a year earlier. Italian industrial output grew by a higher- 
than-expected 1.2% in August, pushing year-on-year growth to 7.8%. Britain's unemployment 
rate remained at 5.3% in August, and Sweden's jobless figure fell to 4.1% in September. 










































































% change at annual rate The Economist poll Industrial Retail sales Unemployment 
GDP GDP forecasts pi ion (volume) % rate 
_ 3mths! 1year 2000 2001 3mths! 1 year 1 year latest yearago 
Australia +28 +4702 +44 +35 15 +5702 +47 qr 6355 73 
Austria 432 +38 02 +33 429 na + 60 Junt + 40 Jun 3.1 Sep 37 o 
Belgium +12 +440 440 + 32 — na + 37 Aug* + 35 Ап 11.5 Sep" 12.2 
Britain +39 4320 +30 +27 + 44 + 16 Aug + 4.6 Sep 5.3 Aug 5.9 
Canada + 47 +53 Q + 48 + 34 +98 + 57 3и + 51 hul 6.8 Sep 74 
Denmark +45 +3602 +23 +23 па +100 Au + 22 Aw — 52 Ag 56 
France — $29 +3402 +34 + 3.2 +02 + 3.5 Jun + 15 Aug 96 Aug 113 
Germany +47 +310 +31 +29 + 39 + 56 Aug + 5.6 Aug 94 sep 10.5 
нау +11 +260 +28 + 26 ж 06 + 18 Aug - 0.1 ш 10.5 jut 11.4 
Japan - +42 +08 Q +19 «21 4103 +84 Au - 03 Ag 46 Aug 47 
Netherlands + 30 + 41 Qz _+ Al +36 $26 + 3.4 Aug + 17 М 2.5 sep 3.0 
Spain „+35 +390 +41 +35 +18 +03 м па 145 Aug 157 
Sweden Ft AD +4302 +41 +36 na +116 Jun * 54 Aug 41 Sep* 55 
Switzerland +25 43802 +34 +26 па + 82 Q2* + 1.6 Aug 17 Sep* — 23 
United States + 56 + 6102 +52 435 + 28 + 57 Sep + 73 Jul 3.9 Sep 42 
Euro-11 +36 + 3702 435 4341 X45 +51 М. + 2.5 dul 90 Aug 10.0 











«М seasonally adjusted. * average of latest 3 months compared with average of previous 3 months, at annual rate, *Jun-Aug; claimant count rate 3.6% 
in Sepiember, Jul-Sep. **New series, 





ERR MASS ERABAT AEN а SIRE TE 

PRICES AND WAGES Euro area consumer-price inflation quickened to 2.8% in the year to 
September, from 2.3% in the year to August. French consumer prices jumped 0.6% in September, 
pushing the 12-month growth rate to a four-year high of 2.2%, Producer-price inflation in Ger- 
many rose to 6.9%, its highest rate for 18 years, in the year to September. 

































































% change at annual rate The Economist poll 

Consumer prices" consumer prices forecast . Producer prices* Wages/earnings 

3mths! 1 year 2000 — 2001 3 mths" 1 year 3mthsf 1year 
Australia +32 0 32 Q2 +47 + 36 *BÜ +73 02 497 + 3.9.92 
Austria _ + 3.1 `+ 30 Sep +20 +17 + 46 +62 Sep +11 +19 Ag | 
Belgium __ + 31 + 34 sep +25 +20 +98 + 89 мш +27 +22 Q 
Britain _ +06 + 33 Sep +24 +25 + 1\4 +25 Sep + 30 + 39 Aug 
Canada + 32° * 25g +26 +24 +16 + 4.0 Aug + 1.7 +23 M 
Denmark + 03 + 2.7 Sep +28 423 +60 + 64 Aug +07 +33 92 | 
France +13 +22 dep шы ый ЫЫ +40 +59 aug +34 +54 02 
Germany + 34 + 25 Sep +19 + 1.6 + 56 + 69 Sep na + 18 Jul“ 
Italy +24 + 25 Sup +25 422 +63 + 65 Aug  * 32 + 18 А" 
Japan = 12 ~ 08 Aug - 06 nil + 1.3 +03 Sep па + 20 Aug" 
Netherlands «4 24  « 29 $p +25 +31 +78 +77 Aug +30 +25 Aug 
Spain + S0 + 3.7 Sep +33 427 * 36 4 51 Aug +48 +23 qo 
Sweden na  * 1.3 sp +13 +18 +43 + 37 Aug +32 36 ju 
Switzerland +27 +23 5р +16 415 +19 + 28 Sep na + 02 1999 
United States + 3.1 35 Sep +33 +29 +26 +33 Sep +38 + 36 Sep 
Euro-11 £28. + 28 Sep +22 + 1.9 * 56 +56 Aug +20 + 24 02 





*Not seasonally adjusted. T Average of latest 3 months compared with average of previous 3 months, at annual rate. 











COMMODITY PRICE INDEX 
wa The priceof nickel for delivery in 
three months, which topped $10,000 earlier 
this year, dipped to its lowest level for a 
year this week: below $7,000 a tonne on the 
London Metal Exchange. Despite a strike at 
Falconbridge’s Sudbury smelter, now in its 
third month, there is still a sufficient supply 
of metal. Demand for stainless steel, which 
uses two-thirds of nickel output, is waning; 
stocks have accumulated, particularly in 
Europe. Rising supplies of scrap steel, 
mostly salvaged from dismantled struc- 
tures in Eastern Europe, are also a factor: 
steel manufacturers find it cheaper to recy- 
cle scrap metal. The Economist Intelligence 
Unit predicts that nickel prices will fall fur- 
ther over the next two years as new acid- 
leaching production comes on stream. 












































19952100 % change on 
Oct 10th Oct 17th* one one 
month year 
Dollar index 
All items 72.9 72.5 -00 - 03 
Food 716 72.0 + 48 + 05 
industrials 
Ali 747 73.1 - 57 ~ 13 
а? 671 673 =- 28 - 42 
_ Metals 810 — 781 - 77 + 09 
Sterling index 
Ай items 79.4 794  - 23 +156 
Food 78.0 788 + 24 +165 
Industrials 81.3 801 = 79 +144 
Euro index 
АЙ items 110.5 112.1 +04 +267 
Food 108.5 1114 + 525 GIAO 
indústrias — 1131 —— M31. = 93 4294. 
Yen index ; 
All items 83.8 834 + 10 + 24 
Food 82.3 828 +59 +32 
Industrials 85.8 84,1 - 47 +14 
Gold 
$ per oz 272.40 270.65 ~ 03 -125 
Crude oil North Sea Brent 
$ per barrel 31.69 3102 - 90 +397 
| West Texas Intermediate 
$ per barrel 3281. 3354 ~ 94 +506 





* Provisional. Î Nonfood agricilturals. 











m AUTOMATONSRobots, once the stuff of 
science fiction, are now common on the 
shop floor. There are 750,000 robots іп in- 
dustry around the world, and by the end of 
2005 this figure will rise to 900,000, says the 
2000 World Robotics survey from the ом 
Economic Commission for Europe. Robots 
are used particularly heavily in the car in- 
dustry, which is one reason why Japan's 
share of the world stock is so high. As in 
1999, however, growth over the next three 
years will be concentrated in America and 
the zu rather than in Japan. The boom is be- 
ing spurred by a sharp fall in prices and im- 
provements in performance. A robot Jeeves 
in the home may soon turn from fantasy to 
reality: the survey forecasts a big increase in 
the number of domestic tobots such as 


Total robot |: 
stock, end | 
1999, '000 



































automated vacuum cleaners. 
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MONEY AND INTEREST RATES Americas narrow-money supply has shrunk for the first | E WORLD MARKETS Beta analysis, a tool 
time since January 1998; broad money rose at an annual rate of 10.0%. Similarly, Japan's broad- | often applied to individual securities in or- 
money growth accelerated whileitsnarrow-money growth slowed. der to gauge their usefulness for hedging, 
Money supply* à B ; Interest rates % p.a. (Oct 18th 2000) | сап also be used to measure the way entire 

over. bmth money market banks 2-year __ 10-year gov't corporate | Markets move in response to a change in 

night. latest yearago — prime gov't bonds latest! year ago bonds | the world index. A country's Beta identifies 
642 — 537 925 597 6.10 $67 ^ 7^! | thisrelativeriskratherthan the volatility of 
m = T 225 = 25 ot — | its own market. When Beta equals one, a 
za 344 ^ 80 57 5 58 $4," | country's market moves exactly in parallel 
Ga3 008 Ер 947 16 174 ^ 2g | With the world index. Markets such as 
775975 324 AB4S 448 S14 598 5238 | China, where the overall Beta is much 
3:50 26 513 351 374 364 452 smaller than one, do not fully reflect move- 
Sep 6.51 5.93 950 5.81 ses 618 755 | mentsin world markets.On the other hand, 
56 Aug 465 507. 345. 500 498 à 513 539 529 the Indonesian market, whose Beta is bigger 
italy 5.60. Benchmarks: Japan No:225 1.80, US 30-year 5.77. ¥Germany for prime and bonds. SOct 11th. | ‚пап опе, tends to undergo changes thatare 


d MO. broad: M2 or M3 except Britain. MA Sources: Commerzbank, Den Danske, J.P. Morgan, Royal Bank of Canada, Svenska Н 1 M i А, i i 
ird Dillon Read, WEFA Group, Westpac, Primark Datastream.Rates cannot be construed as banks’ offers. | similar in din ection to those т global indi 
| cesand also greater in magnitude. 





[ANCIAL INDICATORS | 


































% rise on year 























































TOCKMARKETS Disappointing corporate eamings helped to drive the Dow below the 10,000 
mark for the first time since March. In Tokyo, falling tech stocks sent the Nikkei 225 down 
41%—to a 19-month low. 















| 
| 
| 


‘Market indices % change on 
: UA one one record Бес 3151 1999... 
Oct 18th —. high low week year high in local — in$ 


currency terms 
£126 - 45 + 09 -197 
- 41 - 38,3 -105  -243 
* 07 - 18.3 -100 ~ 23.8 
~ 14,3 113 5 
+180 «12.8 












‘Australia (All Ordinaries) 31804 33304. 29200 ^ - 10 
Austria (ATX) oe 0715. 12361 . 10294. ~ 44 
igium (Bel 20) -. “+. 0.1 
(FTSE 6,148.2 69302. + 05 + 24 


991.1 
3,757.9 














































+ 13.8 ~ 22.1 
















3,0747 

































































































15582 1,050 14725 +03 +222 ~ 86 - 16. -168 
TTA 15505 1277 - L3 +290 -11.5 ~ 10 -162 
World (МС)? 7121710 14488 1217/0 - 24 ~ 06  -160 na ~ 14.4 
World bond market (Salomon) — 421.23 4400 4148 - l1 ~ 44  - B4 na - 36 | 
> "neuro terms. "Morgan Stanley Capital international index includes individual markets listed above pius eight others, ín dollar terms. 
‘Salomon Smith Barney World Government Bond Index, total return, in dollar terms. S oct 17th 
TRADE, EXCHANGE RATES AND BUDGETS The12-month current-account deficits in Italy and Spain widened in July, to $2.9 billion and 
$184 billion respectively. Sweden's 12-month surplus fell to $5.1 billion in August. Sterling and the dollar gained almost 1.5% in trade-weighted 
terms; the euro and the Australian dollar lost over 2%. This week we add exchange rates against the yen to the table; we lose the p-mark. 
Үү Trade balance*, $bn Current account Exchange rate Currency units Budget 
latest latest 12 $bn The Economist poll trade-weighted! per per рег per balance 
: month months latest 12 mths % of GDP, forecast Оа 18th year ago $ £ euro ¥100 % ор” 
22 2000 2001 Octifth year ago 1 
Australia — 0.66 Aug - 78 ~ 20.9 Q2 46 39 709 803 1927 1.54 2378 163 178 T6 
Austria - 0.12 Юй - 42 - 5.5 li 23 23 987 1017 i62 128 236 138 1507 20 
Belgium + 134 jg * 153 + 10.8 Jun a0 атт 970 1011 476 374 69.1 403 442 EY) 
: Britain ~ 482 Ni ~ 441 ~ 172 Q2 16 -18 10938 — 1055 — 0€9 060 - 0.58 064 13 
Canada + 2.84 jul + 29.7 + 58 Q2 09. 11 789 784 1.52 1.49 230 129 14 28 
Denmark + 0.48 Ju + 48 + 27 jue 11 12 992 1039 7878 6.90 128 744 815 30 
France — 022 Aug + 84 + 359 lun 23 22 99.4 1042 7.74 609 113 656 7.18 18 
Germany + 344 Aug + 633 Z 24.4 Aug 10 07 957 1015 7 24 181 335 196 214 Т1 
italy - + 278 мб + 55 - 29 ul 0.2 02 T0 744 2.284 1,797 3,318 1,936 2,120 “4.9 
Japan + 876 Aug +1257 + 118.8 Aug 26 24 1590 1470 108 106 157 9134 E 70 
Netherlands + 0.82 мб + 121 + 203 Q2 49 48 956 1002 250 205 378 220 24 0.5 
Spain - 3.80 Jul ~ 393 ~ 18.4 Jul -2.8 2.5 728 757 196 154 385 166 182 11 | 
Sweden + 107 Aug + 151 + 5.1 Aug 25 24 800 821 10206 817 146 853 9.34 19 
Switzerland  - 0.39 Aug" nil + 325 Q2 10.6 10.0 1071 1061 O 177 148 2.58 150 155 na 
.UnitedStates — 3870 sui 24121 23935 Q2 43 FE 1155 — 1039 - z 145 085 0.93 710 
| Eurot + 461 lus + 242 2 122 Wt 02 04 745 856 118 093 171 = 108 -T2 
Merchandise. Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others cif/fob. 119902100, Bank of England. TOECDestimate. 
{ SNot seasonally adjusted. **New series. : 
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WAILLITERACY Pakistan has the highest 
adult illiteracy rates of any big emerging 
| economy, according to statistics published 
| in. the World Bank's World Development 
| Report.In1998, the latest year for which fig- 
ures are available, 42% of Pakistani men 
aged 15 and above were illiterate; a shocking 
71% of women could not read and write. ЇЇ- 
literacy rates are higher than this in many 
extremely poor African countries: in Bur- 
kina Faso, for instance, 68% of men and 87% 
of women cannot reador write, whilein Ni- 
ger the shares are 78% for men and 93% for 
women. Pakistan stands out among emerg- 
ing markets not only in the extent of illiter- 
acy but also in the discrepancy between 
men and women. Egypt also has a serious 
illiteracy problem. There, 35% of men and 
58% of women were illiterate in 1998. At the 
other extreme, South Korea, Argentina, 
Hungary and Russia are emerging econo- 
mies with virtually no illiteracy. Other tran- 
sitional economies in East and Central Eu- 
rope, such as Bulgaria and Poland, also have | 
almost universal literacy. 








































































ECONOMY China's economy continues to revive. 


quarter, and industrial production leapt by 12.0% in 








GDP fi 
the year 


grew by 82% in the year to the third 


qu ар o September. Chinese consumer 
prices wereunchanged in the same period. Israel's consumer prices were also unchangedin the 
12 months to September; annual inflation there last dwindled to zero 33 years ago. 















































































































































% change on year earlier _ Latest 12 months, $bn Foreign reserves*, $bn 
GDP Industrial. Consumer Trade Current ‘Latest. Yearago 
production prices balance account 

China + 82 +12.0 Sep Dil sep > +288 sep +15.7 1999 154.7 
Hong Kong +10.8 02 ~ 09. — 27 ад = 97 am + 63 1999 1015 sp — 904 - 
india — + 484 + 40 Aug Tag - 420 326 Sep 
indonesia +34805 4 68 s 58 04 283 u^ 
Malay +187 Aug + 1,5 Sep т; 
Philippines + 4502 212239 ші + 46 sp D Ак 
Singapore —— +102 0з +205 Aug + 16g + 2.2 Sep +2072 
South Korea — + 96 o2 +241 tug + 39 p у *136 wp +140 wg 94 Au 
Taiwan — +540 *O93 Au +. LB wp h + 69 sep * BT QR 7 1130 Aw у 3021. 
Thailand + 660 = 23g. + 235. + 64 ag 410.1 Aug 316 aug n 
Argentina + 08 gi 72:5 5р = 0.7 wp > 0.2 Aug 11,4 Q 24.6 Aug 
Brazil et 390 +77 Aug + _70 Sen 93 Sep ~23.4 Aug 31,4 лш 
Che + Gi 47s + 429p + 155 - 080 146 ш 
Colombia 53502 41459 + 92s * 22  - 10m 84 Au 
Mexico + 76 q— * BO Ag + 885p - 66 mg  -I58 a 343 м 
Venezuela + 26 0 na *.159 sep 4121 Mw +100 Q2 130 Aug 
Egypt — + 65 2000 + 94 200 + 26 Aug 2105 02 = 12-02 13:9 jun 
Greece Жи, A + 37 099 +TM + 3.1 Sep - 6.8 y~ 15:3. Jul 
israel + 5.6 di u + 13.0 ш nil Sep MER 6.8 Aug 222 Aug 
South Africa, + 240 + 41 xg + 68 sp + 32 Aug (61 Aug 
Turkey + 580 447.1 Aug + 49.0 sep ~ 21,5 ш 245 Aug 
Czech Republic + 1.9 02 +110 Аш + 4.1 Sep 229 mug = SA 124 sp — 119 — 
Нипдагу #58 q2 +231 Aug + 103 Sep 720 Avy — - Q9 Aug 11.6 Aug 93 _ 
Poland 5:2 02 + 5.0 зр + 103 Sep 214.8 Aug 12,0 Aug 24.6 Aug 25.5 
Russia 7 4 67Q +102 ag + 187 Sep 451.1 u — 4314 Qi 215 sep 6.6 


“Excluding gold, except Singapore; IMF definition. Year ending June. **New series 








FINANCIAL MARKETS Continued uncertainties about technology firms and tensions in the 
Middle East sent many emerging markets lower this week. Stocks in Taipei were down 10.1%, 
reaching a four-and-a-half year low on October 18th. Several Latin American markets were 


also jumpy: for example, Sao Paulo fell by 7.1%. 






























































































































































Currency units Interest rates Stockmarkets % change on i 
PS per £ short-term Oct 18th . Dec 31st 1999 

Oct 18th year ago Oct 18th %ра. one inlocal in$ 

: week currency — terms 

China - (828 B28 120 540 2,040.9 - 05 + 406 + 406 
HongKong _ 780 777 113 625 14,458.5 -44  - 148 - 15.0 
india — 464 435 674 992 3,5936 -63  - 282 - 326 
Indonesia 8910 8125 12,945 13.69 4169 ot 11  - 384 - 513 
Malaysia __ 380 — 552 3.25 7720 £81 - 50 - 50 
Philippines 406 —— 708 28.88 12637 -47  - 410 - 513 
Singapore - 76 168 255 676 18286 - 10 =- 263 - 301 
South Korea 1,139 1205 1,654 7.04 5142 -77  - 500 - 502 
Taiwan 325 317 41. 550 5,4322 “101 - 357 - 379 
| 306 ^ 636 325 2682 +70  - 444 ~ 523 

100 145 797 4143 - 64  - 245 - 245 

188 1% 272 16.60 14,4207 - 71  - 156 - 193 

Chie —— — 571 535 830. 491* 45885 ^ - 32 =- 112 -176 

Colombia ^ 2,157 198! ^ 33134 1285 7245 -09  - 274 - 369. 
Mexico — 9.52 139 1621 5,769.0 -30  - 191 - 199 
Venezuela 630 1,006 1899 6,5102 -22  * 202 + 126 
E 341 5.46 908 ватт +94  - 4/2 - 519 

"^^ 306 583 7 705 36276 ~ 66  - 345 - 462 

12 427 598 645 489.5 -35 + 05 + 15 

h n 611 — 112 035 7,792.9 -29  - 88 - 271 
Turkey - 0 467410 988684 3300 13,5220 * 50  - tt! - 291 
Czech Republic — 419 344 608 540 4944 -08 + i0 - 134 
Hungary —— — 31i. (240 452 O 12037 17824 -32  - M8 - 279 
Poland — — (407. 683 эб 157114 +13 - 131 - 235 
Russia 257 405 28.00 1840 — - 47 + 50 +35 








*inflation-adjusted. "tn dollar terms. 


Sources: National statistics offices, central banks and stack exchanges; Primark Datastream; ЕШ; Reuters; Warburg Dillon Read; J.P Morgan; Hong Kong 
Monetary Authority. Centre for Monitaring Indian Economy; FIEL; EFG-Hérmes; Bank Leurni Le-tsrael; Standard Bank Group; Garanti Bank; Deutsche 


Bank; Russian Economic Trends. 
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| | WHEN TWO PEOPLE GROW OLD TOGETHER, IT 15 
' | ROMANTIC. WHEN 960 MILLION PEOPLE GROW OLD 
TOGETHER, IT 15 A LITTLE MORE COMPLICATED. 


Everyone knows that the world's populations are ageing. Knowing how to offset the 
demands this trend will place on institutional investors is another matter. At State Street, we 
are already working on the answers. Looking years ahcad, we are helping our clients today 
with everything from innovative defined contribution and benefit strategies to maximising 
returns through global trading to portfolio accounting for global custocy and accounting. All 
to make sure your investors and their families have the finances they need as long as they 


need them. Maybe this whole worldwide ageing situation Is not so complicated after all. 


2000 State Street Corporation. Approved for issue in the UK by State Street Global Advisors 


United Kingdom Limited-Regulated in the conduct of investment business by IMRO. 
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Make sure you succeed in the 





global e-business revolution 


These four ground-breaking research reports provide you with insight and hard 
evidence of the changes sweeping the global economy with the advent of 

e-commerce. You will gain the necessary knowledge to enable your organisation 
to make the transition and compete successfully in the networked economy. 










E-business transformation | d. х | US 


The Internet is opening up opportunities for all businesses not just the dot-coms. In association 
with IBM Global Services, this report examines how large, global companies are building and 
implementing e-business strategies to ensure their long-term survival in a marketplace that is 
rapidly changing. E-business transformation will help you to understand what is required to 
achieve e-business profitability and understand the critical stages of transforming your business 
into an e-business. 

Written in co-operation 


E-business transformation costs US$695. For further information or to II m 
order over the Internet go to www.store.eiu.com/N371 







E-commerce and the CFO 


| ae 
The majority of companies are still badly prepared to account for new revenue/cost streams in 
today's ecommerce economy. The changes have forced CFOs to respond with a battery of new 
solutions in order for their companies to succeed. E-commerce and the CFO provides a thorough 
analysis of the best practices of leading companies worldwide and the techniques finance 
operations are using to become active enablers of e-commerce. Written in cooperation 


E-commerce and the CFO costs US$295. For further information or to order Andersen 
over the Internet go to www.store.eiu.com/N378 Consulting 


Who will benefit 
from these reports? 


Corporate e-commerce after the Euro 





The advent of the euro and the dynamics of corporate electronic commerce are changing operating 





conditions and offering banks the opportunity to embed themselves into their clients’ Strategic * Directors 
plans. Corporate e-commerce after the Euro in association with AT Kearney examines the 
strategies that banks must adopt to take full advantage of these Opportunities and identifies key * CEOs 
challenges they face in offering value-added services to their customers in the post-euro electronic 5 пазат 
environment. 
Corporate e-commerce after the Euro costs US$425. For further information “== * Heads of Finance 
ог to order over the Internet go to www.store.eit.com/N297 ATKEARNEY = COD 
е : аре IN | 
Competing in the digital age eu. o N we * Strategic Planners 


This authoritative study produced in association with Booz, Allen and Hamilton demonstrates 


ue «9, И * Business Development 
clearly what the Internet is doing to change the global economy forever and how you can devise Р 


: i : Executives 
an appropriate strategy for your business to respond. Learn from real case studies what works and 
why, and see how to reinvent your organisation at all levels and overhaul your corporate strategy * CIOs 
to become а digital corporation. А 
Competing in the digital age costs US$695. For further information or Mimpi eue ы Marketing and Sales 
to order over the Internet go to www.store.eiu.com/N439 BOOV-ALLEN & HAMILTON Professionals 


How to order 


Internet—To order any of the above reports over the Internet, visit our website at www.store.eiu.com and do a 
‘title search’ for the products you would like to purchase. Once there, register your details and go to 


t 


purchase online’. 
Print—To order any of the above as printed reports please contact Amy Ha on (852) 2802 7288/2585 3888, me 
fax her on (852) 2802 7638/7720, or email her at hongkong@eiu.com. Intelligence 


The Economist Intelligence Unit Limited. Registered in England and Wales No: 1762617. Registered office: 25 St James's Street, London SWIA IHG 3CB/ 
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rs an ideal combinati 


of Semiconductors, 


dsets & systems, and 


world's 


ing DRAM maker is only one facet of Hyunda 


lectronics. The cq 


ilio includes a Telecommunication Group, Which f Ecoenized as the world 
CDMA, and a LCD Group, known for its advan@ed technology ай 
iS Via continuous R&D efforts. Now, to maximize shareholder benefi X 
ipriorily to making its management more transparent and profits 


business 


E blue chip for success that you are looking fo 


New Commitments of Hyundai Electronics 
Synergy through Integration 


Hyundai Electronics Industries (НЕГ) is creating an integration 
based synergy effect to leverage its economies of scole and 
upside potential. as well as to optimize the contribution of R&D 


Business structure rationalization 


НЕ! is making its company structure more flexible by undertaking 
decisive spin-offs, by aggressively attracting outside investment 
and by de-emphasizing its DRAM business 





$5 


Profit-oriented Management 

HEI is maximizing its shareholder value by continuously improving 
its financial structure, as well as by developing a profit-oriented 
management culture and introducing regular IR activities. 


Enhancement of Managerial Transparency 

НЕ is becoming more transparent by introducing the most advanced 
management skills available and by expanding the number of 
Outside Directors to make Jp 50% of Company Managing Directors 


te 


| panies that 







Ш 
ДИ 

О 

єў 






so a are [ shaping | the Tew € опоту. — = - Wm^ 


УГА. ke а PN rag 
~ — as: سے‎ E ma: > des: Pa, ie S is - E 
- ч » Cmn IRE 
t "эы 
In =| 
















== TU ا‎ e RN 
t ле right relationship is | | > 
NEC. Î bordeness. f 


driven sf 


М interactive rv, | 
| proactive 
research intensive 





USS226,000,000 


i Boetsringer 
— Ingelheim 


Boehringer Ingelheim 


ıı its landmark merger 
зена 









Chase JF 


ўм, 





US$240,000,000 USS64,400,000 


E 
Psi 


PSi Technologies 
Holdings, Inc. 












JM ASAT’ 
ASAT Holdings Limited 









SuneVision 








055182,000,000 AS2,250,000,000 







055150,000,000 


моноз @ x Е 
Wong's Circuits (HK) Limited 
& Pacific Circuits Limited 


е дән Secured Cre 












SOrBBANK 


Softbank Development 
Limited 


Gelstra 
Telstra Corporation Limited 













pP 


Cable & Wireless Optus 













Share placement 


www.chase.com 


Inas dynastic 
- struggles 


Australia... A$7 95(inc.GST 5985! Korea 
3 ades - с 1K Macau 
Brune Malaysia 
Cambodia $ ia 3 Mongolia. 


71486 02674 "fei China B55 Јар DINE Népal 












We're an investment bank that knows 
technology. Or is it the other way around? 


The answer is *both." Our people are leaders in financing and advising high-tech 
businesses. And in providing ground-breaking technology research. But our stake in 
technology is larger than that. For example, through our private equity funds, we're a 
leading investor in the technology industry. And we're a leading force promoting 
technology's role in reshaping the financial markets. All in-all, you could say that 


Goldman Sachs is synonymous with technology leadership. Or is it the other way around? Goldman 
S o № 


WWW.gs.com 







Issued by Goldman Sachs International, regulated by the Securities and Futures Authority. Goldman, Sachs & Co., 2000. All. rights reserved. 
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. Trust in antitrust 







-Sig—Your article on antitrust 
("The new enforcers", October 
7th) misses the mark on the cur- 
rent state of enforcement in 
America, although it may be 
closer to the target in Europe. My 
firm and 1 have crossed swords 
with the Department of Justice on 





some of its most visible civil non= 


merger cases. We filed an amicus 


brief supporting Microsoft and 


have also represented credit-card 
issuers opposed to the роу com- 
plaint against Visa and Mas- 
tercard, But with these exceptions, 
the governments "performance 
has been exemplary. 

While both the poy and the 

Federal ‘Trade Commission are 
challenging more large mergers 
than ever, these mergers have 
raised real antitrust concerns. 1n 
‚ fact, it is easier to get mergers 
“cleared today than it was a de- 
cade ago. The level of market con- 
centration. at which the antitrust 
agencies challenge mergers is con- 
siderably higher than it used to 
be. The agencies now listen to and 
take seri ‘sound economic 
arguments that a merger will en- 
hance efficiency without impair- 
ing competition. 
Similarly, the increase in high 
isibility cartel cases does not re- 
flect a lowering of the bar for en- 
forcement actions. Anyone famil- 
“dar with the poy’s recent criminal 
‘tases knows they involved hard- 
core criminal сане! behaviour. 
^ What has made. the difference is 
that the government's expanded 
amnesty programme has per- 
^.suaded co-conspirators to blow 
“the whistle on each other. 




























1 = 
o hhee 
Economist 





The Economist, 2: 


tive judicial. oversight, 


1 agree with our criticisms of 
the European Commission's e 
cent antitrust enforcement acti 
ties. The commission relies. too 
heavily on competitor complain- 
ants іп blocking mergers or im- 
posing onerous conditions de- 
signed to benefit competitors, not 
consumers. The problem is com- 
pounded by an absence of effec- 
which 
gives the commission virtually 
unchecked discretion. 

BILL KOLASKY 
Wilmer, Cutler 
. &Pickering 

















Washington, DC. 


Sir--You misunderstand the 
standard that guides and limits 
antitrust intervention and implic- 
itly propound a preference for 
business power and profits above 
markets and consumers. 

The authorities enforce the 
law. They intervene on the occa- 
sions of specific anti-competitive 
and monopolistic acts that block 
competition and suppress іппо- 
vation, as in the Microsoft case 
(which you surprisingly support 
although it is utterly inconsistent 


‚ with your template); conspiracies 


against consumers, as in the 
worldwide lysine and vitamin 
cartels, and mergers that elimi- 
nate almost all competition in the 
field, as with mct-WorldCom and 
Sprint, which would have re- 
duced long distance telecom car- 
riers in America to two. 

Using the Reagan administra- 
tion as a beacon is astounding; it 
never saw a merger it did not like. 
The administration's non-en- 
forcement of the law was equiva- 
lent to civil disobedience from 
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which we have barely recovered. 
‘Globalisation, liberalisation and 
` the spread of democracy have led 
half the world to recognise the 
need for antitrust to protect free 
‘markets. This. presents the chal- 
lenge of international co-ordina- 
tion, but it hardly. makes the case 
for near withdrawal from the 
field of antitrust. . 

ELEANOR Fox 
New York University 













New York 


Sin—You say antitrust is a system 
“run amok”, It is, but that is its 
nature. It is beyond reform. It 
must be abolished completely. 
The laws enslave successful busi- 
nessmen by negating their free- 
dom and confiscating their 
wealth. Losses on the Nasdaq this 
year are closely related to this de- 
struction because  trustbusters 
have pledged to use the Microsoft 
case as a precedent to impede the 
growth and shackle the talent of 
others in the information econ- 
omy. Winners are punished and 
litigious laggards are rewarded. 
Abolition is the only remedy con- 
sistent with liberty, justice and 
the right to private property. 





Cambridge, 

Massachusetts К. SALSMAN 
w یی‎ IA iia ha laid 6 
Libya's riots 


$1к--Тһе anti-African rioting in 
Libya ("Pogrom", October 14th) is 
only the latest of several out- 
bursts of anti-black sentiment 
over the past few years. It is not 
anti-Qaddafi in its origins or in- 
tent. Nor is it based on Africans 
taking away jobs that Libyans 
want. Workers from surrounding 
countries аге cheap and do the 
manual and menial jobs that Lib- 
yans disdain, 

You overlook the fact that 
while Libyan families may have a 
cash income of $170 per month, 
they have a heavily subsidised 
system of community food stores 
and a free health service. Muam- 
mar Qaddafi is lauded and re- 
spected because he has delivered 
the "good life" to a previously 
poverty-ridden people. The pro- 
blem is a lack of challenge and 
purpose in the lives of ordinary 
Libyans, coupled with a rumour- 
prone society such as one finds in 
countries where the mass media 
are not believed. Black Africans 
are the convenient and innocent 
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victims of bouts of madness in a 
sick society. 


Enfield, 

Middlesex GEOFFREY Davies 
TETUR ЕНИ УННЫН TORRE 10 
Literary women 


Sig—In your review of Sylvia 
Plath's journals ("Writing for their 
lives", October 7th) you wonder 
"what the effect might have been 
if someone, probably Hughes, 
had smacked [Plath's| delightful 
face and told her to snap out of it, 
and write something substantial." 
It is rather insulting and discon- 
certing to learn that you are 
suggesting that slapping women 
around is a useful means by 
which. to inspire them to write 
“substantially”. Interesting too, 
that according to: you it would: 
take a man to knock sense and 
the ability to write into Plath. 

A man wrote this article for 
men. This conclusion was then 
verified in the final paragraph 
that concludes, “But to read the 
deepest dreams and impulses of 
Sylvia Plath is to fall in love all 
over again, totally and uncriti- 
cally", reducing Plath’s writing to 
an object of love and with the 
swish of a hand objectifying her 
for the love of all men. 

Nagasaki DEBORAH THOMPSON" 


816 —If Mary McCarthy was ever 
a fellow-traveller, as you claim, 
she was a fellow-traveller (briefly) 
of Trotsky and not of Stalin. She 
was a fierce anti-Stalinist, and for 
most of her political life a strong 
liberal democrat. 

New York ARTHUR SCHLESINGER 


pm тат 


Arts for a review of Mr Schle- 
| singer's new autobiography d 
ln. 


| Editor's note: See Books and | 





Unstuck 


Sin--You refer repeatedly to a 
“wild ox called a guar” ("New kid 
on the block", October 14th). 
There is no such animal. Guar is a 
plant, grown as a forage crop and 
as the source of guar gum, a food 
additive. The animal your re- 
porter was thinking of is a gaur. 
Both words, incidentally, entered. 
thé English language from Hindi. 
San Diego AARON SCHWABACH 
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merit, fairness and equal treatment. Experience ol 
appointitients and/or equal opportunities practi 
' senior level would be helpful. 
SHAB, UR ISO e appointing a Terms of appointment will be discussed with the preferred candic 
imall staff and being consulted by the Lord Chancellor on the are likely to be between Zl 3 days a week; кейшрек apt 
appointment of a number of Deputy Commissioners; and per annir (for Xi days a wi 





5 2 slays a week pro rata). 

* attending the Lord Chancellors meetings on succession planning "Ta receive fuller. written áploriation including how to apply, 
Tor the High Court bench arid the appointment of OCs, telephone the advis below on 020 8466 4126 (24 hours) « 
The Commission's remit. will include: “reference DE OA/E not later than Wednesday 8 Now 
| e 2000. Ap plications will сөзе on 15 November. 








AQVERIISUO ОВОМ ЕТ С CONSULTANT 
A PRACTICE WILKIN GARTON МАМРЕ ОЕ MEVER que 






We asked our staff why they stay: 


"Great people to work with' 
'Highly respected consultancy' 
‘Varied. and challenging wo 











Principal and Senior Consultants - Energy Sector 


_ Take a closer look and you т find. there are pleny more ^ We have an шаша reputation | in the market, 
reasons to join us. The energy market is dynamic, exciting and . significant growth each year and have an extensive clier 
growing all the time - and offers consultants exceptional throughout the UK and Europe. 

Opportunities’ for stimulating: work, job. satisfaction and 
_long-term career options. 









And even though we say it ourselves, we're a great comp 
work for - and we pay well, too. 








We're one of Europe's leading energy consultants, specialising m 
in the competitive gas and electricity marker with a 50 й you join us as a P. rincipal or Senior Consultan 
B involvement in the impact of climatic change could turn your expertise in energy (gas or elect 

ublic policy and company carbon strategies - so we're carbon or energy policy into a future thats as 
ie lly placed for able je people to make an impact. as our Озуп, 


Find out more about us and how to apply by looking at our website vww.ilex.co.uk 
` or call Hugh Babington Smith on Oxford (01865) 722660, 
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Group IT Director 








` Package c. £200,000 
London, City 













` “asset management, treasury and funds administration. 








Reporting to the Group GEO, the Group IT Director will be 
. responsible for managing systems development programmes 
worldwide, overseeing e-commerce, core applications and 
infrastructure development and support. We also require this 
individual to provide a strong business focus to the IT group. 


We seek an outstanding IT professional with proven leadership 


the IT function. You. will be as. much at home negotiating and 
influencing at board level as in managing an IT resource. Your 









Nations 


Chief, Television and Radio 


Applications are invited from senior broadcast 
executives/producers who have: 
| * An accomplished track record in the news area; 
| * Extensive knowledge of international affairs; 
|. * Strong leadership and managerial skills; 
| * Experience with digital production and multi- 
tasking techniques; 
. * At least 18 years of high-level experience in 
| broadcast journalism; 
| *An advanced unveniy degree in communica- 
| tions or a related field. 
_- Preference will be given to equally qualified 
women candidates. 
| -The United Nations offers a competitive com- 
|. pensation package. 
| -Deadline for applications: | December 2000 
Applications citing 
VA:00-I-DPI-001 175-E-NY/ATI 
should be sent to: 
_ «Staffing Support Section, Office of Human Resources Management, 
B Room 5-2475, United Nations, New York, 10017. 
Fax No: (212) 963-3134 or (212) 963-9560. 
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` Responsible for Worldwide IT Strategy and Delivery b 


As private banking and wealth management specialists, the Ansbacher 
“Group provides tailored financial solutions for a truly international client 
base. Operating in the leading offshore financial centres, together with 
onshore operations in the UK, our services inchide banking, fiduciary, 


' qualities and experience in establishing a strong business direction to 
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background will inchide management of complex, multi-ceunt 
projects involving internal and external resource. Financia’ 
knowledge is preferred but not essential. Degree qualified, you wi 

need to display energy, enthusiasm, an entrepreneurial outlook and 
excellent management skills. і | 





Remuneration is set at a level to attract а high calibre individual 
seeking an opportunity to shape the future of a well established 
organisation. This person. will have an international mind set and 
a desire to add value in a:nen-bureaucratic environment. 
















For more information or tc apply online please visit 
www.FirstPersonGlobal.com. Alternatively email 
executive@harveynash.com or write to Harvey Nash pic, 

13 Bruton Street, London W1X 7AH. Please quote ref. EU6708E 
and include your current CV with salary details. (Tel 020 7333 0033.) 
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RIGA GRADUATE SCHOOL OF LAW 
will appoint anew 
RECTOR 
who i$ to take office from August Ist, 2001 
As head of a newly established and rapidly developing institutien of higher education: 
Rector will face a challenging ава dynamic environment with great possibilities. The Ri 
is appointed by and reports to the Board of Directors, He or she will carry the respons 
for the development and success.of the Master of Comparative Jurisprudence and 
academic activities as well as; die Executive programme at ROSL. 
The position requires internationally recognised high academic standing in the field of Law, 
experience in university or diher institutional management, an open and creative: mind, 
general organisational skills, an interest, preferably documented, in the development of the 
law in Central and Eastern European countries in transition, including the Baltic States. 
Fluency in English is à requirement, additional language skills is a plus, ; 
‘The position is a full time job; which requires residency in Riga. The position is offered 
at least two, but preferably three years. , 
Salary and other benefits (housing, moving allowance, insurance) are negotiable. 


















































Application 
Candidates are kindly asked to submit a letter of application. a curriculum vitae, alist 
publications and a copy of опг major publication, a mission statement for the position anc 
at least two references. The lener of application should indicate salary, other requireme 
and availability for interviews 
The application should be sent to RGSL, Alberta jela 13. LV 1010 Riga, Latvia by January 10,2001 
For further information please contact the ROSL office: wu 
tel. +371 7015821, fax +371 7336024, e-mail office 9 rgsi.edu.lv 
or visit the RGSL home page bttpi//www.rgsi.edu.lv 


The Riga Graduate School of Law offers legal education at a post-graduate level aiming û 
increasing in-depth knowledge and understanding of law im the Baltic region. Thi 
curriculum is designed to address the needs of Latvia, Estonia and Lithuania as they attempt 
to perfect their legal systems and integrate into Western economie and legal organisations. 
while adopting the fundamental values of democratic countries and consolidating’ the 

principles of a lawful state. | 
The RGSL was founded in 1998 on the basis of a Swedish Lateian bilateral agreement 
has three owners ~ the Swedish and Latvian governments and the Soros Foundation Là 
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Be unprecedented. never before has a research team 
won so many awards from the industry's most respected surveys. 
Our locat knowledge gives clients around the world the insights 
they need to make the most of opportunities. Wherever you 
do business, you're never far from one of the most honored 


research teams on earth. Be bullish. Merrill Lynch. 


-To see how our expertise can help you, sample our research at ml.com. 








© гооо Merrill iynch & Co, pproved by Merrill Lynch international, which is regulated by the Securities and Futures Authority Limited for the conduct of investment business in the U.K. 
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China's dynastic struggles 


2 еня days left іп power are numbered for 
the men who run the world's biggest dic- 
tatorship. How China's ageing leaders use 
them, in the inevitable jostling for influence 
that is now starting before they hand over 
their offices to the next generation, at the 
Communist Party's Congress in 2002, will de- 
termine whether what looks like being the 
country's first truly orderly political succes- 
sion in 50 years will open a new vista on the 
long march to modernisation or mark a time 
of increasing troubles, at home and abroad. 

Two years from now Jiang Zemin is ex- 
pected to step down as China's party boss 
(and relinquish the state presidency the fol- 
lowing year, though he wants to stay on as chairman of the 
influential Central Military Commission). The reforming 
prime minister, Zhu Rongji, is also expected to go. The least la- 
mented retiree will be Li Peng who now heads China's rub- 
ber-stamp parliament but is worst-remembered for his 
prominent role in crushing China's Tiananmen Square de- 
mocracy movement in 1989. As the hopeful оуег-50 and 
over-60s line up to succeed these over-70s (see page 25), they 
will have an unusual advantage in modern China, by taking 
up the reins of power after a decade of relative political sta- 
bility. What is more, China faces no external threats, save 
those of its own making over the future of Taiwan and its ter- 
ritorial claims in the South China Sea and elsewhere. 

All the same, any moment of transition is potentially frag- 
ile. All the more so in a Communist system where party in- 
fighting, rather than democratic debate, decides the outcome. 
Be prepared therefore for China's end-of-dynasty politics to 
get a bit rougher, and its relations with the outside world to 
get a little testier—over Taiwan, over territorial claims, and in 
relations with its two biggest rivals, America and Japan—as 
the behind-the-scenes struggle for influence intensifies. 

At home, after a period of deflationary strain, the econ- 
omy is on an encouraging upswing that could last for some 
time, if China can withstand the shock of greater competition 
when it joins the World Trade Organisation. More important, 
few in China's Communist Party now dispute the need for 
continued economic reform if China is to become stronger 
and more prosperous. Yet the struggle continues over how far 
and how fast to reform between those who want above all to 
build a modern China and those determined in the process to 
preserve the vestiges of a socialist one. Meanwhile, even op- 
timistic reformers acknowledge that the resulting social and 
political challenges—of unemployment, uncontrollable mi- 
gration to the cities, the weaving of a new social safety net— 
may prove even more difficult to master. 

Indeed, this transition may be more fragile than it at first 
seems because China has been changing faster than the 
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methods of the far-from-revolutionary func- 
tionaries that run the place. As signs of res- 
tiveness increase—farmers noting here over 
arbitrary taxes, workers taking to the streets 
there to protest at unpaid wages and factory 
closures—it would take a braver leadership 
than China yet has to experiment with the 
sorts of devolutionary political reforms that 
the economy also needs, but that will loosen 
further the party's grip. Meanwhile separatist 
sentiment in China's Islamic borderlands is 
met with the sort of grip-tightening that pro- 
vokes more separatist violence. The informa- 
tion opportunities of the Internet are greeted 
with innovative forms of censorship. 

Within some parts of the Communist Party itself there is a 
recognition that, without further political reform, party con- 
trol could become dangerously brittle. Yet attempts thus far to 
debate all this, except in sterile formulas, have resulted in the 
periodic expulsion of the best brains from party think-tanks, 
and the banning of books and films. Similarly, behind the at- 
tempts to crush the Falun Gong spiritual movement, filling 
China's jails in the process, is a determination to let no orga- 
nisation occupy space uncontrolled by the party. 


The miscalculating tendency 


As such pressures mount, and with little else, certainly not 
Marxism, to justify their hold on power, China's Communist 
leaders have recently been tempted to tum to an ideology 
with more potent appeal: a chip-on-shoulder nationalism 
that at times demonises America as China's arch-rival and 
takes more direct aim at Taiwan, which China claims as its 
own. Such temptations may become even harder to avoid as 
old and new leaders search for allies, especially among 
China's armed forces, in the tussle for control of the party. 

An attempt to take Taiwan by force would, most of its po- 
litical leaders recognise, do incalculable harm to China's 
economy and its relations with America and Japan. Nonethe- 
less, over the past few years military threats against Taiwan 
have helped distract attention from China's domestic trou- 
bles. And while China's generals know they cannot overrun 
Taiwan as easily as their threats imply (though they are work- 
ing on that), they have been keen to ratchet up the level of 
tension periodically, to make the case for the more modern 
missiles, aircraft and ships they would need to make their 
threat seem more credible someday. 

Of course the last thing China needs, as it girds itself to 
join the world trading system and prepares to hand over 
power to new, untried leaders, is a stability-rocking crisis over 
Taiwan or anything else. Mr Jiang and the rest know that. But, 
intent on their power tussle, they could easily miscalculate. 
m 
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order to be helpful, we have drafted one 


HE citizens of Europe are entitled to expect two things 
that their governments have so far denied them. The first 
| isa vigorous debate, starting from first principles and with the 
` widest possible participation, about what the future of the 
` European Union should be. The second is an intelligible ac- 
count, capable of commanding popular agreement, of the 
rules by which the future of the Union will be.shaped. The 
right way to meet both needs is to discuss and then frame a 
written constitution for the EU. 

iready some talk of this, but of a half-hearted 
“vacuous "charter of fundamental rights" is due to 
be discussed again at a summit of European heads of gov- 
ernment in Nice in December, and the notion of a new con- 
titution may attract some comment. But, so far, there is little 


zens is that would be шшен would be an awful nuisance. 
Yet that is the best reason for urging such a discussion to take 
place. Fear of further, unconstrained but also undefined de- 
| f the EU lies behind a lot of European. citizens' 


ir own rough draft for what a good new con- 
rope might look like (see pages 15-18). 

new, democratic beginning 

overnments have defended their approach to steering the 
EU-—"we decide everything; one day you'll thank us"—as 
rong leadership. Thus, all governments bar Denmark’s re- 
sisted the idea of putting membership of something as impor- 
int as Monetary union to a referendum. The euro’s unim- 
(pressive start makes it easier to imagine how great the costs of 
hallow support, or no support, for an initiative of this kind 
ight be. In a free country, the institutions of the state have 
their foundations in the consent of the people. If the founda- 
tions are shallow, the institutions are at risk of toppling. 

But is framing a constitution the right way to prevent this? 
Certainly, it carries risks of its own. A bad constitution would 
be worse than none—possibly becoming, at one extreme, a 
burden that made government in Europe unwieldy and good 
government next to impossible, or, at the other, an engine of 
undesired and unintended political integration. 

. ` Also, it would be entirely in character for Europe's gov- 
ernments to adopt a written constitution for the Union, good 
_ or bad, without drawing the wider public into debate about it, 
- without seeking even their formal endorsement. So here is a 
-stipulatio any new constitution for the ки should be put to a 
- referendum in each and every country, and be adopted only 
if passed in every case. That would encourage governments to 
xplain their thinking. And before they could do that, they 
would need to work out what they actually thought. 

The Union needs to stabilise the terms on which its con- 
stituent parts relate to each other. This is not the same as 
wishing to freeze it in its present form; still less, as an end in 
itself, would it be right to move the Union back to an earlier 
form. What needs to be fixed is not the shape or scale of the 
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_ It is time for the European Union to have a proper constitution. So, in 








Union above ground, but its constitutional underpinnings. 
First and foremost this means renouncing the guiding concept 
of "ever.closer union", an idea enshrined in the Union's 
pseudo-constitution. Ever closer union, taken seriously, is a 
commitment to permanent constitutional revolution —and 
Europe's leaders do take it seriously. Earlier agreements oblige 
them to seek further integration, they often point out. End of 
discussion. It is too late now, they say, to start asking where or 
whether integration should stop. 

Actually, it is not too late—except in the sense that the an- 
swer is already long overdue. Europe's leaders are right about 
what the existing treaties say. Therefore, plainly, those agree- 
ments must be changed. A constitution does not need, and 
should not try, to rule out institutional development; but to 
commit the Union to never-ending political integration for its 
own sake, regardless of citizens’ preferences, is indefensible. 


Union, but not ever closer 


More than merely expunging the idea of ever closer union, 
however, our constitution seeks to make it more likely that, if 
further institutional reform is undertaken, it is in response to 
citizens’ demands, not in spite of citizens’ misgivings. Gov- 
ernments may regard constitutions as instruments by which 
they rule; a better perspective is to regard them as constraints 
placed on governments by citizens. In that liberal spirit, our 
constitution makes it somewhat harder for governments to 
pursue further political integration. But is this right? If demo- 
cratically elected governments wish to pursue deeper integra- 
tion, why should the constitution aim to inhibit, rather than 
facilitate? For three main reasons. 

One is that Europe’s governments have amply demon- 
strated an aversion to democratic accountability: evidently, 
this virtue needs supplementary assistance. Second, Europe’s 
existing institutions were designed, or have evolved, in ways 
intended to spur a programme of radical political and econ- 
omic change—that is, to make the eu a single economic space. 
This enormously difficult job is done. It is a fine achievement. 
But now the rules need to be tilted in a new direction that no 
longer favours radical reform over stability. 

The third reason is the most important. Unless checked, 
deep economic integration. creates a natural, but not neces- 
sarily desirable, momentum towards deep political integra- 
tion. In the single market, governments and officials find it 
annoying to have a patchwork of different policies spread 
across the Union. In the name of "efficiency", they favour 
uniformity, coherence, co-ordination and so. on. But pressed 
too far, this improved efficiency comes at a great cost. It drives 
political decision-making further away from citizens; and. it 
stifles experimentation, discovery and competition. 

Europe's most exciting opportunity іп the years ahead is 
to let competition among policies flourish inside the single 
economic space that it has created —a possibility largely de- 
nied to the United States, with its overwhelmingly mighty 
federal government. Europe should seize the chance: out of 
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this untidy rivalry could come great things. 

Given all this, our constitution aims to make the status 
quo more difficult to overthrow, and to strengthen the role of 
national parliaments and Europe's citizens in deciding Eu- 
rope's future. The main innovation, apart from trimming the 
size of the European Parliament and demoting the European 
Commission, would be the creation of a small second cham- 
ber of representatives, the Council of Nations, with members 
drawn from national parliaments. Its task would be a crucial 
one: constitutional oversight. 


Two cheers for Arthur 





By standing up for the small investor, Arthur Levitt, America's main 
financial-markets regulator, has mostly improved those markets’ quality 


T IS often said that the role of Wall Street's financial regula- 

tors is to save it from itself. This was probably true when 
the federal regulatory structure was established in 1934, after 
the great crash of 1929. The new laws “put the burden of tell- 
ing the whole truth on the seller,” said the then President 
Roosevelt, and “should give impetus to honest dealing in se- 
curities and thereby bring back public confidence.” 

The creation of a system based on accurate disclosure has 
proved remarkably successful. Though Wall Street resisted it, 
the establishment of the Securities and Exchange Commis- 
sion (sec), with its emphasis on financial transparency, staved 
off far more burdensome regulation. Now, Wall Street is again 
resisting attempts by regulators to increase transparency. Ar- 
thur Levitt, the sec chairman, has become embroiled in two 
big battles in what may well be his final months in office (see 
page 77). The first is about the imposition this week of a “fair 
disclosure” rule requiring companies to provide information 
to all investors simultaneously. Assuming there are no loop- 
holes, this should end whispered “earnings guidance” to fa- 
voured analysts. Firms will no longer be able to lock their 
doors to critics, or exclude small shareholders from briefings. 

Wall Streeters protest that this change will reduce the flow 
of information to the markets. More likely, to avoid the extra 
volatility in share prices that would ensue, companies will 
find ways of getting the information out without giving an 
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It is foolish to expect too much of constitutions. They can 
be changed, for one thing, and they are only one of many in- 
fluences on political change. America reveres its constitution, 
yet the men who wrote it would surely be astounded by the 
strength of today’s federal government and the comparative 
weakness of the states. Still, efforts to devise a constitution for 
the European Union would encourage a searching examina- 
tion of ideas and purposes, which would be splendid. And 
any good constitution makes it harder for governments to ig- 
nore their citizens. Europe needs that badly. 








unfair advantage to Wall Street analysts, who will now have 
to earn their large salaries through superior analysis. 

Mr Levitt also wants accounting firms that audit company 
financial statements to stop selling lucrative consulting ser- 
vices to the same clients to avoid the obvious conflicts of in- 
terest. Congress, urged on by several of the largest accoun- 
tants, may block this effort. 

Throughout his time at the sec, Mr Levitt has attempted to 
make American capitalism more transparent. This has helped 
create the conditions for a remarkable increase in the number 
of small investors. He cleaned up the Nasdaq marketplace, 
which had become embroiled in a price-fixing scandal. He 
has been a fierce critic of analysts who have become mere 
salesmen for investment banks rather than independent re- 
searchers. He has been quick to crack down on Internet bulle- 
tin boards that spread false information to move share prices. 

Mr Levitt can be criticised for adopting a paternalistic, 
even patronising, attitude towards small investors. But he has 
done nothing to stop them trading, or to undermine the prin- 
ciple of caveat emptor. Indeed, by insisting on better informa- 
tion, he may make it harder for those small investors to run 
crying to Congress for a bail-out should the current bull mar- 
ket collapse. Still, Mr Levitt, a former Wall Street stockbroker, 
got the main thing right: that small investors must be treated 
properly. If only his successors on the Street were as wise. 





Jack's gamble 


Jack Welch was always going to be a tough act to follow at General Electric. Even tougher, now 
that he has landed his successor with the task of digesting Honeywell 


E THE 20 years that Jack Welch has led it, General Electric 
has become the world's most admired company. Even by 
its own standards, its latest move is impressive: nothing less 
than the world's largest-ever industrial transaction, a $43 bil- 
lion takeover of Honeywell. No doubt, the deal is a strategic 
coup—not to mention an excuse to delay Mr Welch's much 
lamented retirement by a few months. But it also puts at risk 
both Mr Welch's legacy and Ge’s future. 

For all its success, GE is one of the few survivors of an en- 
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dangered species, corporatio conglomerentis. When Mr 
Welch took over at the start of the 1980s, one earlier form of 
the breed was passing into history: rrr, a telecoms-to-hotels 
conglomerate, began its decline after the retirement in 1979 of 
the legendary Harold Geneen. Others, such as the Hanson 
empire, survived until the mid-1990s. But most died. 

Mr Welch's method is different from the Hanson buy- 
polish-and-sell approach. He buys assets to hold them— 
assuming they live up to his standards by becoming a top- 
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three global competitor in their field. His record suggests that 
he and his managers really can add value by imposing tough 
standards of profitability and by disseminating knowledge 
and best practice quickly around the Ge empire. If some 
manufacturing trick cuts costs in GE's aero-engine repair 
shops in Wales, he insists it be applied across the group. 

Yet the operative word in the last sentence is “һе”. The his- 
tory of business is littered with examples of strong leaders 
building up their companies, only to leave behind a vacuum 
when they retire. This is especially true for conglomerates, 
since the value added at the centre often has a lot to do with 
the drive and vision of the chairman. Proof that Mr Welch 
plays that role in Ge lies in the Honeywell board's insistence 
that he stay on until the end of 2001. 

The succession at GE was supposed to have been meticu- 
lously planned, with three internal candidates lined up and 
an anointment expected next month. There may yet be puffs 
of smoke in November, but the new man will not take over 
for 14 months. And the Honeywell deal will complicate mat- 
ters. It is easy to make mistakes when fusing huge industrial 
companies. Take the problems encountered during the recent 
wave of mergers in aerospace (with which Gr and Honeywell 
are linked as makers of aircraft engines and systems). Boeing 


With the Israeli-Palestinian peace process suspended, Israel is talking worryingly of 
"separation", and perhaps bringing Ariel Sharon into the government 


HE choice, now, is between bad and very bad. As low- 

intensity warfare thunders on, Israel's prime minister was 
merely confirming the self-evident when he declared the 
peace process suspended. The prospects are bleak; the Israeli 
army says it is ready for a long haul. But if Mr Barak carries 
through with his plan to bring Ariel Sharon into an "emer- 
gency" government, Israel and its neighbours could find 
themselves spiralling backwards into an ugliness from which 
retrieval would be even harder and longer. 

Mr Barak wants Mr Sharon, the current leader of the right- 
wing Likud, in his cabinet for compelling domestic reasons. 
But Mr Sharon carries heavy baggage, both for his past ex- 
ploits against the Palestinians and other Arabs, and for his de- 
liberately provocative march on to Temple Mount, which 
brought all hope of a peace settlement tumbling down. To en- 
sure that it remains tumbled, Mr Sharon is insisting that, in re- 
turn for his support, the prime minister scrub the slate clean 
of any near-agreements reached at Camp David this summer. 

Does this matter if peace-seeking is anyhow on hold? Yes, 
because of the way that Israeli minds are currently turning. 
Faced with Palestinian turbulence, Israelis, from Mr Barak 
down, are talking longingly of "separation" from the awk- 
ward ingrates on the other side of the line. But the line is not 
straight. Ever since Israel occupied the West Bank in 1967, its 
policy has been to bind the territory to Israel, through far- 
flung settlement, the discouragement of Palestinian industry 
and the use of cheap Palestinian labour. The unscrambling of 
the two places, as they are now, is virtually impossible. 

The Palestinian Authority currently controls most of Gaza 
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Rockwell International by integrating their component com- 
panies, then reorganising and refocusing the combined busi- 
ness by customer group. Firms that did not do this, such as 
Lockheed Martin and Raytheon, got into terrible trouble. 

But group-wide integration is not normally the GE way. It 
has relied instead on its autonomous divisions absorbing ac- 
quired firms in bite-sized chunks. Indeed, cr has never made 
an acquisition anywhere near this size: the Honeywell deal is 
worth half the total of all other purchases during Mr Welch's 
watch. It also cries out for heavy-duty integration, especially 
in aerospace parts, where Gr's jet-engine business could 
achieve big synergies with Honeywell's aviation-electronics 
division. For this reason, it is GE's biggest challenge yet. 

So why did Mr Welch take the risk? One reason is that he 
could not face watching a humdrum rival conglomerate, Un- 
ited Technologies, whose bid for Honeywell he trumped, be- 
come a much tougher competitor to Ge in the aerospace busi- 
ness. The United Technologies deal had anyway signalled 
that Honeywell was available at a reasonable price. 

The last deal of Mr Welch's career may yet turn out to be 
the most accomplished. But it takes the company into unfa- 
miliar waters just before the captain is dropped. There has al- 
ways been a suspicion that the cr miracle would fade with- 
out his inspiration. That now looks a little likelier than before. 








but less than 40% of the West Bank, in non-contiguous 
chunks that are spotted with Israeli settlements. Israel has the 
means to enclose the Palestinians within their own enclaves. 
But if it does do so, for any length of time, resentment will fes- 
ter among the jobless majority stuck inside—and explode 
among the few who will still creep under the fence. Yasser 
Arafat's certain response will be to declare a "state". The alle- 
giance of Israel's own Palestinian-born citizens, 13 of whom 
have already been shot dead, can no longer be taken for 
granted. Arab governments will nervously watch the spread- 
ing of pro-Palestinian feeling among their people. 

There is an alternative, though not one that Mr Sharon 
would countenance. Some senior Israelis have been suggest- 
ing a form of separation that might in the end advance nego- 
tiation, rather than stymie it. This would depend on Israel tak- 
ing unilateral action based on the agreements reached at 
Camp David. Israel would withdraw from at least 9096 of the 
West Bank, disbanding some remote settlements, consolidat- 
ing and annexing others. The separation would be more com- 
plete, and the dividing line shorter and safer. It would still 
cost Palestinians their jobs but Mr Arafat would be in control 
of a not-ridiculous slab of territory, and able, once tempers 
calmed, to embark on state-to-state talks on the remaining is- 
sues, including Jerusalem. 

With passion and prejudice the ruling emotions nowa- 
days, an approach of this kind is unlikely to get much of a 
hearing from either side. But with Mr Sharon inside the gov- 
ernment, its chances would be nil. 
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nnouncement 


to all owners of 


Patek Philippe watches. 


To mark the end of the twentieth century, Philippe Stern, 
. President of Patek Philippe, has decided to reward all owners 
of Patek Philippe watches with a unique gift: the opportunity | 
to own one of the last ten complicated watches created by the d 


; company in He twentieth century, and engraved as such 


“All ten s watches - ref. 5054 - will be presented pers all by 
Philippe Stern, to those selected, at a special reception 








opening of Patek Philippe's Watchmaking Treasures 
will take place in autumn 2001. : 


All we ask is that you send us the referenc K 





movement numbers of the Patek Philippe watch 1 that you а 





own and purchased prior to January ist 2000, along with | your 
name, address and the name of your preferred Patek Philippe. 
retailer. You will have as many possibilities to be selected as. 


the number of watches that you own. This information should | 


pus 


preferably be registered on the Patek Philippe. website, or sent 
to us via fax or mail before December. yist 2000, using the. : 


relevant addresses listed below. 


Philippe Stern would like to take this opportunity to thank: 
all those who, through their custom and loyalty, have helped to 
ensure that Patek Philippe will continue to practice its unique 


approach to the art of fine watchmaking for future generations. : 


+ 


PATEK PHILIPPE 
GENEVE 


Begin your own tradition. 


www.patek.com Patek Philippe S.A. PO. Box 2654, 12 Geneva 2, Switzerland. Fax: (41) 22 884.2060. 
Please see the Patek Philippe website for Terms and Conditions. 
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OUR CONSTITUTION FOR EUROPE 











America's founding fathers met in Philadelphia to draft their constitution. 
More humbly, and to provoke debate rather than, necessarily, to please the 
constitutional lawyers, ours have met in St James's Street 


WELL-DRAFTED constitution for the 
uropean Union should, if nothing else, 
imposeclarity on confusion. The Union does 
have constitutional arrangements, but they 
are woven into a series of treaties so long and 
complicated that nobody can understand 
and remember all of them. Something much 
shorter and simpler will be needed if the na- 
ture and purpose of the Union is ever to be 
appreciated by even a fraction of its citizens. 
Even more important, the current treaties set 
an objective—"ever closer union"—which 
alarms many Europeans. 

From an ideological viewpoint, the idea 
of a new, clearer constitution may appeal 
most readily to supporters of a centralising 
Union. They will see it as a means for install- 
ing more sovereignty at the Union level, so 
making the Union less reliant on member 
states for its legitimacy and its powers. 

But the idea of a constitution appeals 
also to some defenders of the nation-state, 
such as President Jacques Chirac of France. 
They see it as a way of limiting explicitly the 
powers of the Union and reasserting those of 
national governments. 

That leaves, as the natural opponents of 
a constitution, Eurosceptics who think the 
Union should not exist at all, or that it should 
beas weak as possible, and who thus oppose 
something that might help it function better. 
But since the European Union does exist, 
and has been increasing its powers over the 
years, the case in principle for a constitution 
defining those powers is strong. 

The tricky question is, of course, what a 
constitution should say. Here is our sugges- 
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tion. It relies for its provisions and its lan- 
guage mainly on the treaties of the Union; 
and ona proposed “Basic Treaty” for the Un- 
ion, drafted this year by the European Uni- 
versity Institute in Florence at the request of 
the European Commission. It also borrows 
from the American constitution. 

Nonetheless, it seeks to define the basic 
aims and capacities of the Union not as they 
are today, butas we think they should be. Itis 
designed toco-exist with the Treaty of Rome 
and with the other treaties of the Union. 
However, these would require substantial 
amendments. Our constitution proposes 
fundamental reforms to the institutions of 
the Union. It changes, and is intended to 
change, the balance of power among them. 

It recognises the European Council, in 
which heads of government meet, as the 
highest policy-making body of the Union. It 
subordinates the European Commission to 
the Council, as a civil service. It fixes new 
voting rules for the Council of Ministers, and 
obliges it to disclose how ministers voted 
there. It shrinks drastically the size of the 
European Parliament, in the hope that this 
will produce a more effective assembly 
whose members are recognised as more 
substantial figures in their home countries. It 
provides for a new chamber of represen- 
tatives of national parliaments, the Council 
of Nations, and charges this body with the 
task of constitutional oversight. This helps to 
entrench the principle that the Union can be 
held properly accountable toits citizens only 
if the established democratic institutions of 
member states play a greater role. 


LUST 


Ourconstitutionrecognisesthatgovem- — 


ments can both give powers to the Union, 
and take them away. It recognises the rightof 
a country to leave the Union. These sover- 
eign rights are incompatible with a constitu- 
tional obligation to pursue “ever closer un- 
ion”; so that phrase is not retained. 

This document thus acknowledges the 
intergovernmental character of the Union, 
as well as its supranational aspect. Butitdoes 
not fix limits to the integration that govern- 
ments may wish to pursue. It presumes that 
governments will go on making treaties to 
modify the powers of the Union in particu- 
lar fields and to fix the modalities by which 
these powers are exercised. But it demands 
that any new treaties be agreed unani- 
mously among member states; or, if they are 
not agreed unanimously, then that they are 
binding only on their signatories. 

Furthermore, it seeks to discourage fur- 
ther integration of certain kinds. Notably, it 
calls on the Union to uphold a “principle of 
subsidiarity” which favours the devolution 
of power and would be policed by the 
Council of Nations. Also, it requires the Un- 
jon to continue relying on national govern- 
ments for its financial resources rather than 
being able to raise taxes on its own behalf. 
The constitution itself can be amended, but 
only if governments agree unanimously to 
do it and if citizens back the idea of referen- 
dums іп every country. 

It should also be noted that, despite the 
role of the new Council of Nations in con- 
stitutional oversight, the enacting of a Euro- 
pean Union constitution will tend to in- 
crease the influence of the Court of Justice. 
Governments will need to choose their 
:udges wisely. Read on—and respond. 


AOE 
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mmission shall be the secretariat о : 
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Guei outed 


After a flawed election in 
Cóte d'Ivoire President Rob- 
ert Guei claimed victory, but 
was then forced by popular 
protest to flee. His main oppo- 
nent in the election, Laurent 
Gbagbo, proclaimed himself 
president, but rival candidates 
called for new elections 
amidst more violence. 


Zimbabwe's opposition party, 
the Movement for Democratic 
Change, started impeachment 
proceedings against Presi- 
dent Robert Mugabe. Mr 
Mugabe responded by saying 
it was time to revoke the pol- 
icy of reconciliation between 
black and white Zimba- 
bweans. Some of the former 
white leaders, he said, should 
be tried for genocide. 


To general surprise, including 
his own, Ruud Lubbers, à 
Dutch former prime minister, 
was named by Kofi Annan, 
the un’s secretary-general, as 
the new un High Commis- 
sioner for Refugees (UNHCR), 
succeeding Sadako Ogata. 


In South Africa the govern- 
ment launched a new cam- 
paign to inform the public 
about arps. Over 4m South 
Africans are said to be in- 
fected with niv, but govern- 
ment statements have left 
many people confused about 
how it is transmitted. 


An Arab summit, the first 
for four years, was held in 
Cairo to consider the Israeli- 
Palestinian conflict. The Arab 
leaders produced a fiery state- 
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ment but Egypt and Jordan 
both decided to keep their 
links with Israel. 


Police muscle helped Egypt's 
ruling party to dominate the 
first round of parliamentary 
elections. But the Muslim 
Brotherhood made surpris- 
ing gains. 


A report by marine biologists 
estimated that 50-95% of the 
coral reefs in the Indian 
Ocean have died. Warmer seas 
over the past two years have 
caused the damage. 


Kost effective 


Yugoslavia's new president, 
Vojislav Kostunica, persuaded 
supporters of his ousted 
predecessor, Slobodan Milos- 
evic, in the Serbian parliament 
to back a power-sharing gov- 
ernment that will rule until a 
general election is held in De- 
cember. Mr Kostunica also 
went to neighbouring Macedo- 
nia for talks with other Balkan 
leaders, after he admitted that 
Serb soldiers and police had 
carried out large-scale killings 
in Kosovo last year. 





= р Р 

France said it would extend its 
tests for BSE, known as 
“mad-cow disease", after 
three supermarket chains were 
found to have sold meat from 
infected herds. France's food- 
safety agency also recom- 
mended a ban on the use of 
animal fats in feed given to 
cattle and sheep. 


Magistrates told France's for- 
mer finance minister, Domi- 
nique Strauss-Kahn, that he 
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POLITICS THIS WEEK 


must stand trial on suspicion 
that he falsified documents 
when he was a lawyer. 





Laurenz Meyer took over as 
general secretary of the trou- 
bled Christian Democrats in 
Germany, replacing Ru- 
precht Polenz after only six 
months in the job. 


Election nerves 


A senior adviser to George W. 
Bush, the Republican presi- 
dential candidate, said the 
United States should rethink 
its role in the Balkans and 
tell its NATO allies that Ameri- 
can soldiers would no lenger 
perform peacekeeping duties 
in the region. Al Gore, the 
Democratic candidate, said 
such a policy would be dan- 
gerous and risked undermin- 
ing peace in Europe. 


Roger Wilson took over as 
Missouri's new governor re- 
placing Mel Carnahan, who 
died in a plane crash. Mr Wil- 
son said he would nominate 
Mr Carnahan's widow as 
senator, if her late husband 
won the race for the Senate. 
Mr Carnahan's name cannot 
be replaced on ballot papers 
before the election. 


After Peru's disgraced spy 
chief, Vladimiro Montesinos, 
flew back from exile in Pan- 
ama, President Alberto Fuji- 
mori personally led a man- 
hunt to track him dowr. The 
head of the Organisation of 
American States, Cesar Gavi- 
ria, arrived in Lima, the capi- 
tal, for talks on democracy in 
Peru. Government and oppo- 
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sition agreed to hold new elec- 
tions by April 8th. 


As Colombia approached lo- 
cal and regional elections the 
campaigns were marred by vi- 
olence. International donors 
promised $280m in new aid to 
promote peace, but this fell 
well short of what President 
Andres Pastrana had been 
hoping for. 





The American secretary of 
state, Madeleine Albright, said 
"important progress” had 
been made in her two days of 
talks in Pyongyang with the 
North Korean leader, Kim 
Jong 11. The United States 
wants the North to stop mak- 
ing missiles, some of which 
have been sold to outlaw 
states. A possible visit to 
North Korea by Bill Clinton 
was discussed. 


Ending a lull in Sri Lanka’s 
civil war, Tamil Tigers at- 
tacked the country’s main na- 
val base in Trincomalee, sink- 
ing a troop carrier and a 
gunboat. 


Government troops rescued 
three more hostages, all Ma- 
laysians, held by Muslim re- 
bels on Jolo island, in the 
southern Philippines. 


About 6,000 people marched 
through Manila’s financial dis- 
trict, calling on Joseph Estrada 
to resign as president of the 
Philippines. There were sim- 
ilar demonstrations in five 
other cities and his vice-presi- 
dent echoed the call. Mr Es- 
trada said he would step 
down if corruption charges 
are proven. 
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Sweet deals 


General Electric, an Ameri- 
can conglomerate, announced 
a friendly takeover of another 
American giant, Honeywell 
International, that will be 
worth $43 billion. The merger 
heads off a bid by United 
мүн ee an aerospace 


ire next April, will 
е end of 2001 to 


| voked in quic securities. 


The fight between Repsol 

YPF, à Spanish energy con- 

сег, and Endesa, Spain's 

| leading electricity provider, for 
the second-biggest generator, 
Iberdrola, has ended in a 
government-sanctioned settle- 
ment. Endesa will buy Iber- 
drola on condition that both 
firms sell generating assets to 

: Repsol. The Spanish govern- 
ment, once the owner of both 


Repsol and Endesa, maintains: 


veto power over acquisitions 
Бу both compares. 


соч cuts: coming to Xe- 
x. The sopier maker intends 





to lop $1 billion off its ex- 
penses next year in a battle 
against losses. Plans to sell as- 
sets worth. between $2 billion 
and $4 billion, including all of 
its divisions in China, are also 
in the works. The extra cash 
will help to pay off Xerox's re- 
cently incurred bank debts. 


The Barings ibis trusted in 
investment banking for centu- 
ries before being tainted by 
speculative losses in the 1990s, 
is set to disappear altogether. 
Dutch parent ING, a finan- 
cial-services group, announced 
the change as part of a strat- 
egy to promote its.own brand 
worldwide. Barings is likely to 
be renamed 1NG Investment 
Banking Services. 


Hold the phone 


America’s telecoms giant, 
АТӘТ, will be split into four 
separate companies dealing, 
respectively, with broadband 
applications, wireless, con- 
sumer services and business 
services, in a bid to enhance 
shareholder value; Атат? 
shares had lost 54% this year. 
The new plan represents an 
about-turn after three years of 
buying small companies 
worth a total of $100 billion. 


Italy's auction of third-gen- 
eration wireless licences 
netted only 26.8 trillion lire 
($11.6 billion), with the five 
bidders—Omnitel Pronto Italia, 
irse, Wind, Andala and Tele- 
com Italia Mobile—each offer- 
ing about the same bid. Fol- 
lowing through on an earlier 
threat, investors in Blu, a con- 
sortium partially owned by 
BT, scuttled the firm's attempt 
to garner a licence, Stakehold- 
ers are now trying to recoup 
their deposit of 4 trillion lire, 
which was frozen by the Ital- 
ian government after Blu's 
withdrawal. 


Potentially anti-competitive 
activities at NTT, the Japa- 
nese telecoms monopoly, have 
attracted the шени of Pos 


| 











рап” Fair Trade Commission. 
The regulator is investigating 
whether мтт tampered with 
other companies’ attempts to 
provide digital subscriber line 
(pst) services. NTT’s control of 
local telephone | ines all egedly 
allowed it to delay competi- 
tors’ installations of ps. 
equipment. 


Financial regulators in Amer- 
ica and Britain took steps to 
end companies’ selective dis- 
closure of information to fa- 
voured analysts and fund 
managers, rather than all in- 
vestors at the same time. 


Euro furrow 





The euro again plumbed new 
depths this week, touching 
82.3 cents at one point. In the 
meantime, members of the 
European Parliament blasted 
the ruling council of the Euro- 
pean Monetary Institute, the 
European Central Bank’s 
predecessor, for shelling out 
huge bonuses to Св staff be- 
fore the common currency’s 
introduction. The payments 
amounted to more than dou- 
ble what св rules supposedly 
allow. 


Six economic research insti- 
tutes predicted lower 
growth for Germany and the 
euro zone than previously ex- 
pected. They forecast that the 
German economy would grow 
by only 2.7% next year, revised 
downwards from their April 
guess of 2.8% and well below 
the International Monetary 
Fund's estimate of 3.3%. Higher 
oil prices were partly respons- 
ible for the lower forecast. 
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Japan has changed its ac- 
counting system for national 
income, with the probable re- 
sult that cp» figures for 1997 
and 1998 will be revised up- 
wards substantially. Invest- 
ment in information technol- 
ogy had been omitted from 
the totals until this year. Un- 
der the new system, Japan's 
1.996 contraction in 1998 could 
magically shrink to only 0.7%. 


Changes afoot 


The chairman and cto of Lu- 
cent Technologies, Richard 
McGinn, saw his tenure end 
unexpectedly early. Two 
weeks after declaring his in- 
tent to stay with the company, 
Mr McGinn was sacked by a 
hostile board. The move fol- 
lowed a 10% drop on last year 
in Lucent’s annual profits. 


ABB, a leading engineering 
firm, has lost its chief execu- 
tive. After 30 years with the 
company and four years in 
the top job, Göran Lindahl 
stepped down in the wake of 
poor third-quarter figures, 
saying it was time to hand it 
over “to a younger leader with 
a true iT profile". His successor 
will be Jorgen Centerman, 
head of двв% automation di- 
vision. 





А 
For the first time, investors 
will be able to buy future con- 
tracts for fine wines. Euro- 
next, an umbrella group for 
commodity.exchanges in Bel- 
gium, France and the Nether- 
lands, will introduce futures 
for up to 141 Bordeaux vin- 
tages on: Paris's: Matif market 
by early 2001. Italian wines are 
to be secutitised in Milan six 
months later. 
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Success demands more. 





[gine a 142,000 ton ship uu 


can turn like this. 


We did. Our new modular propulsion 
system places the propeller and the rudder 
together to make ships so maneuverable, _ 
they can turn 30% tighter. This speeds up 
docking, makes navigating safer and 

saves fuel, too. At ABB, we believe the most 
important thing we build today is 
knowledge. Because the power that will 
drive the next hundred years is the 


power of ideas. мулу у a D'B3/c'o m 


Brain Power. AB} 








An American in North Korea 


PYONGYANG AND SEOUL 


Madeleine Albright's trip to North Korea left many questions to be answered 
before the time will be right for a presidential visit 


ILL he go or won't he? This week, as 

Madeleine Albright dashed to Pyon- 
gyang for a hastily arranged meeting with its 
leader, Kim Jong Il, there was only one real 
item on the agenda: would North Korea 
make enough concessions to allow President 
Clinton to visit before leaving office in Janu- 
ary? The timing is tight. Mr Clinton will be in 
Asiain mid-November anyway, to attend an 
Asia-Pacific Economic Co-operation sum- 
mit in Brunei and to drop in on Vietnam. 
With the Middle East peace process in 
shreds, claiming a foreign-policy break- 
through before America’s election on No- 
vember 7th is a tempting proposition. 

But the fear among North Korea-watch- 
ers, not least in Seoul, is that this time-con- 
straint may encourage the Americans to play 
what is after all a trump card—presidential 
visits being highly sought after—prema- 
turely. For all the posed cordiality of Mrs Al- 
bright’s meetings with Mr Kim, and the rap- 
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turous welcome accorded her by tens of 
thousands of intensively drilled schoolchil- 
dren, it is unclear whether anything very 
concrete was achieved. 

Mrs Albright was not saying, volunteer- 
ing only that when the image of a ballistic- 
missile launch was superimposed on the 
wall of the stadium where she was féted, Mr 
Kim turned to her and quipped that it was 
the first such launch and would be the last. 
But this is a promise that North Korea had al- 
ready made,and anyway only addresses one 
of America’s numerous concerns about the 
North’s missile programme (which itself is 
only one of the bones of contention between 
the two). A promise to end test-firings does 
not mean that all work on the missiles would 
cease, and it does not mean that North Korea 
would stop selling the missiles it has already 
developed to such American bugbears as 
Syria and Iran. 

Some progress was evidently made, 


enough for Mr Kim to (perbaps jokingly) ask 
Mrs Albright for her e-ma:l address before 
she left. The two sides agreed to have their 
missile specialists meet—yet again—next 
week, to discuss a comprehensive missile- 
technology regime. But North Korea is a 
tough negotiator, expecting a large material 
reward for giving up its missile programme. 
Admitting that its missile exports bring in 
hundreds of millions of dollars a year, it has 
already demanded that America pay $1 bil- 
lion a year for at least three years in return for 
ending the programme. The administration 
is unlikely to agree to what its critics would 
have a fine old time denouncing as giving in 
to blackmail. 

Even the "promise" not to test-fire the 
long-range Taepodong 2, a version of which 
was fired over Japan in 1998,appears to come 
with strings. In his talks with Mrs Albright, 
Mr Kim is said to have again linked the issue 
to a facility to get North Korean satellites 
launched by someone else. Launching a sat- 
ellite is expensive, costing tens of millions of 
dollars. Facing difficulties already in per- 
suading Congress to pay for 500,000 tonnes 
of heavy fuel oil a year (until two prolifera- 
tion-compliant nuclear-power reactors are 
built in North Korea by an international 
consortium), America may be unwilling to 
pick up the bill. South Korea, which has 
agreed to pay most of the $4.5 billion cost of 
the reactors in North Korea, is reluctant to 
take on another such project. 

Besides, many South Koreans already 
worry that their country may be marginal- 
ised as their northern neighbour improves 
relations with America. indeed, there are 
signs of just that. Having received 300,000 
tonnes of fertiliser and a pledge of 600,000 
tonnes of grain from the South this year in 
return for an unprecedented inter-Korean 
summit in June and an exchange of sepa- 
rated families їп August, the North has 
stalled on several projects that had suppos- 
edly been agreed. North Korea has not yet 
come up with its list for the next family ex- 
change, due on November 2nd. Nor has it 
given details of 300 people with whom their 
relations in the South wish to exchange let- 
ters. It has also indefinitely postponed talks 
on cross-border economic co-operation. 

But if nothingelse, Mrs Albright's visit al- 
lowed Mr Kim to meet his first American, 
and a posse of mostly American journalists 
to get their first sight of North Korea. None of 
them much liked what they saw. At her news 
conference, Mrs Albright spoke diplomati- 
cally of the beauty of Pyongyang. It is grand 
in a Soviet kind of way, but the only real col- 
our comes from the autumn leaves, and 
от brightly painted billboards and neon 
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signs proclaiming the greatness of the Dear 
Leader, Kim Jong Il, and of his late father, the 
Great Leader, Kim Il Sung. 

Thecity defines itself in negatives. There 
is often no electricity. Mrs Albright and the 
journalists may have been treated to a Po- 
temkin display of unbroken power, but the 
restofthe time thecity is frequently plunged 
into darkness because of fuel shortages. In 
winter, North Koreans queue up for hours at 
the public baths, the only place they can get a 
hot shower. 

There are few cars, just 50-year-old Rus- 
sian buses and the Mercedes-Benzes of 
high-level officials. Even if ordinary people 
could afford one, there is very little fuel to put 
in them. And if Pyongyang seems bad, one 
NGO worker in the capital called it paradise 
compared with the countryside. Our corre- 
spondent gave his minder the slip and drove 
out into the hinterland of Pyongyang. The 
accommodation there consists of shacks, 
and transport is provided by ox-carts. By the 
side of the road, two women were kneeling 
down trying to sweep up some grains of rice 
that had fallen from a passing cart. 
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Inhalable exports 


TASHKENT 


ДЕЕ ten years of trying to forge their 
parate identities and strengthen 
their newly gained statehoods, the five ex- 
Soviet Central Asian republics—Kazakh- 
stan, Kirgizstan, Tajikistan, Turkmenistan 
and Uzbekistan—are beginning to realise 
that some problems have to be tackled 
jointly. One of these is Afghanistan. Not 
only does the war-torn country threaten to 
spill violence over its borders, but opium 
exports have been surging too. 
Afghanistan, mostly ruled by Islamist 
Taliban fighters, now produces 75% of the 
world’s opium supply. Most of that is sent 
through Central Asia and Russia and on- 




















Shooting up 
Opium production estimates, tonnes 


198788 89 90 91 92 93 94 95 96 97 98 99 
Source: UNDCP 


Japan 
The Mori effect 


TOKYO 


EVOLUTIONARY banners do not yet 

hang from the parliament buildings in 
Tokyo. But Japanese politics is nonetheless 
being shaken by a thousand small acts of re- 
bellion.On October 15th, voters in Nagano, a 
sleepy rural backwater, chose as their new 
governor a playboy novelist, Yasuo Tanaka, 
aman with no party connections. Ina Tokyo 
by-election a week later, government and 
opposition candidates alike were rejected in 
favour of Etsuko Kawada, an independent 
candidate who shot to fame campaigning 
against a government cover-up of the sale of 
urv-contaminated blood products in the 
mid-1990s. All over Japan lately, voters have 
been turning their back on mainstream poli- 
ticians and voting instead for comedians, 
sportsmen, entertainers and other oddball 
characters. Not surprisingly, the Japanese 
havebegun to wonder where this is leading. 

One common thread is a deep disillu- 


wards to Western Europe. 

America’s government, no friend of the 
Islamists, puts the blame squarely on the 
Taliban. Before they seized power in the 
mid-1990s, opium was cultivated in an 
area the size of 130,000 acres per year, ac- 
cording to the uN. Today, poppy cultiva- 
tion has shot up to more than 200,000 
acres. The Taliban encourage its growth 
(claimingit is for medicinal use) and tax the 
trade to raise funds for weapons. But the 
root of the drug problem is an economy 
which has been shattered by 20 years of 
war, ten of them against Soviet invaders. 
Many young Afghans have no education. 
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sionment with the whole political syster 
The economy still falters. Business leade 
and bureaucrats seem only to want to pa: 
the buck. Society wanders aimlessly this wa 
and that. The Japanese crave a strong leade 
Instead, they have Yoshiro Mori, a puppx 
prime minister who fluffs his lines eve 
when he has them written for him. 

Mr Mori's latest gaffe may be his mo: 
inept yet. As the rest of the world attempts 
delicate diplomatic re-engagement wit 
North Korea, Mr Mori has managed to set Ja 
pan's laggardly diplomacy back still furthe 
One of the main sticking points between th 
two countries has been the alleged abduc 
tion in the 1970s and early 1980s of ten Japs 
nese nationals by North Korean agent 
North Korea, however, insists they at 
"missing persons". In a meeting with th 
British prime minister, Tony Blair, last weel 
Mr Mori let slip that Japan had suggested i: 
1997 that these “missing Japanese persons 
be "found" somewhereoutside North Kore: 
This has enraged Japan's hawks, who de 
mand that North Korea own up and apolo 
gise, upset the foreign ministry, and led t 
calls for Mr Mori's resignation, even fron 





Few can read or write. Poppy cultivation is 
one of the few ways available to them to 
make a living. “We didn't want to be in that 
position. It is war. And we are ready to 
change, but we need mines cleared and al- 
ternative crops," says a Taliban represen- 
tativein New York. 

Sohowcan the problem be tackled? An 
international conference on the drug trade 
and terrorism last week in Tashkent, Uz- 
bekistan, made it clear thateconomic woes 
force farmers to grow poppies and encour- 
age youths (not only in Afghanistan) to be- 
come recruits for extremist groups. Some of 
these are also involved in the drug trade. A 
vicious circle of war, economic collapse, 
opium exports and terrorism cannot be 
addressed by individual governments, 
said the politicians and experts. They must 
work together and outsiders must help too. 
There have been some successes: one UN 
official claims that the Taliban’s opium 
revenues have halved this year, thanks to 
efforts to block smuggling routes, coupled 
with a drought. 

The United Nations has tried crop sub- 
stitution in Afghanistan, but is hampered 
by poor relations with the Taliban and by 
continuing fighting. And the Central Asian 
republics have so far focused mainly on 
strict enforcement of the law. Uzbekistan, 
to American applause, hands out 15-year 
jail sentences to drug traffickers, parading 
the guilty on national television. Police 
there are also known for planting drugs on 
anyone suspected of beinga political dissi- 
dent who didn't have the forethought to 
sew uphis trouser pockets. 
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Ed PS 
Kawada sings a new tune 


within his own party. 

Matters of importance await the govern- 
ment'sattention: economic rejuvenation, for 
instance, and repairing the government's 
awful finances. But all Mr Mori's recent ef- 
forts seem to have been spent on rigging the 
electoral system so that his Liberal Demo- 
cratic Party (LDP), which dominates the co- 
alition government, does not lose quite so 
heavily in next year's upper-house elections. 
The rot of money politics, meanwhile, 
spreads right through the party. 

Nor, though, do the opposition parties 
offer an alternative. A bewildering series of 
coalition governments since the Lp lost its 
iron grip on Japanese politics in 1993 has left 
the impression that the first priority of all 
parties is power, not policies. Further blur- 
ring party lines, the biggest opposition 
group, the Democratic Party, contains for- 
mer грр politicians. Corruption scandals 
tainteveryone. Tokyo had its by-election be- 
cause a Democratic Party politician was 
caught embezzling the publicly-funded sal- 
ary of a non-existent secretary. It was al- 
ready known that floating voters were the 
biggest force in Japanese politics. Now, they 
may be the majority. Opinion polls before 
the Nagano election suggested 62% of the 
electorate was uncommitted to any party. 

Noone knows where these currents will 
runor whom they will propel to power. For- 
eigners fret about the rise of nationalist 
strongmen such as Shintaro Ishihara, the 
governor of Tokyo. The Japanese worry 
more that these new political forces lack di- 
rection. The new politicians have no com- 
mon message or platform. They only want, 
as Ms Kawada said after her win this week, to 
create “а new kind of politics". 

But perhaps the Japanese are looking in 
the wrong place to make sense of it all. Rapid 
economic growth put politics to sleep in Ja- 
pan. In its place came unthinking obedience 
to authority. In a more bracing economic cli- 
mate, the Japanese have begun to wake up. 
s 
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Sri Lanka 


Lynch law 


COLOMBO 


HE new prime minister of Sri Lanka, Rat- 

nasiri Wickremanayake, said on his ap- 
pointment that the government was “past 
the stage” of any talks with the Tamil Tigers. 
“The government is committed to eliminat- 
ing terrorism from the country by war,” he 
said. The Tigers responded to the challenge 
on October 23rd with an attack on the coun- 
try's largest naval base, at Trincomalee, sink- 
ing a troop transport and a gunboat. The re- 
bels rammed the navy ships with "suicide 
boats" packed with explosives. An army he- 
licopter sent to the scene was shot down. 

The resurgence of the civil war after a lull 
has inevitably increased nervousness 
among ordinary people. The day after the 
Trincomalee attack, a group of villagers 
stormed a camp near Bindunuwewa where 
captured Tiger guerrillas were being held, 
and killed 26 of them. It appears that several 
hundred men formed a lynch mob armed 
with knives and machetes after a rumour 
spread that the camp inmates planned toes- 
cape and intended to raid nearby villages. 

Even before this week's events it was 
clear that Sri Lanka's 17-year-old war, which 
has claimed about 60,000 lives, was going to 
geteven more brutal. The army suffered a big 
setback in April when it lost control of Ele- 
phant Pass, the gateway to the Jaffna penin- 
sula, where the Tigers are strong. Since then it 
has been getting military assistance from Is- 
rael, and its weaponry has been improved. 
The Tigers, too, are upgrading. 

When Mr Wickremanayake made his 
blood-and-guts pronouncement he was 
echoing the views of Mrs Chandrika Kuma- 
ratunga, the country's executive president 
and the supreme power in the country. The 
president has, at least for the time being, 
abandoned negotiations with the Tigers' 
leader, Velupillai Prabhakaran, who seeks a 





China 


ASIA 


separate state on the island for Tamils. She 
had hoped that Sri Lankans would give her a 
vote of confidence in the parliamentary gen- 
eral election of October 10th by returning her 
People’s Alliance with an increased major- 
ity. But the Alliance won only 107 seats in the 
225-strong legislature, and gained some of 
them as a result of vote-rigging. She has cob- 
bied together a coalition government that 
theoretically has a majority in parliament, 
but may not endure. Two of her new-found 
allies are Tamil parties that have distanced 
themselves from the Tigers. Instead of a sep- 
arate country, they would accept a federal 
state for Tamil areas, with a substantial de- 
volution of power. And they wantit soon. 

A federal constitution is anathema to the 
Sinhalese Buddhists, who are three-quarters 
of the population of Sri Lanka. They argue 
that putting a slice of the island under any 
sort of Tamil control is a recipe for disaster, 
given the size of the country, the distribution 
of its natural resources and its proximity to 
India’s Tamil Nadu, home to more than 80m 
Tamils. Since the election, the future for Sri 
Lanka seems even less certain, except for 
more woe. 


| В Ares claimed 
as the Tamil 
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Ready for the fourth generation 


BEUING 


China's Communist Party is about to see the biggest change of faces at the top 


in over 20 years 


URING the past decade something 

strange has been happening in China's 
leadership politics: very little. Long before he 
died in 1997, Deng Xiaoping had quietly 
faded into the background to make way for 
his hand-picked successor, Jiang Zemin, 
brought in to head the Communist Party in 
1989. Mr Jiang now goes unchallenged as 
first among the equals of China's collective 


leadership. Granted, he has had to knock off 
a couple of political rivals, notably Qiao Shi, 
former chairman of the National People's 
Congress, and Chen Xitong, Beijing munici- 
pality's former baron who is now under 
house arrest for corruption. But this was ac- 
complished with none of the leadership 
convulsions that have marked every previ- 
ous decade of Communist rule and that on 
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tional change—from old men to 













` chaosand slaughter. 

|... The question now, after the turbulence- 
-free 19908, is whether China will return to 

form. Ih two years’ time, the Communist 


Party's next five-yearly congress will see a’. 


sweeping out of the old guard on an Augean 
scale, Some 50-60% of the Central Commit- 
tee, the 200-odd men who in effect run 
China, will go. In the 22-strong Politburo, the 
proportion is even higher, while five of the 
seven members of the Politburo's Standing 
© Committee, the apex of Communist power, 
2o will be replaced, including Zhu Копа and Li 
< Peng, current prime minister and chairman 
of the National People's Congress respec- 
tively. These last two will also give up their 
government posts, which are now being 
fought after, the following year. This month 
the jockeying for position after 2002 began 
in earnest at the Central Commit- 
tee's annual plenary meeting. 

The notion that China’s leader- 
ship is about to undergo a genera- ` 


"those in their mid-50s and 60--һаѕ 
been emphasised by Mr Jiang's in- 
sistence that all senior cadres 
should retire at 70. He first used this 

- Tule to get rid of the elderly Mr Qiao, 

_ and since Mr Jiang—state president 

and party general secretary--is 74 

aimself, he cannot very well live by 

|a different book. He has promised 
озер down as head of the party at 
the congress and as head of state the 

- following March. Yet he has not re- 

inquished all the positions of 

power. The state presidency is 
largely a ceremonial position. Titu- 

“lar head of the party confers very 

,. much more power. But ultimate au- 
thority is wielded by the party's 

Central Military Commission 

(смс), where Mr Jiang intends to re- 

main as chairman, just as, before him, Deng 

did. As Mao said, power flows from the bar- 

rel of a gun. 

One can imagine the deals struck with 

; his cohorts that will allow Mr Jiang to stay on 

*; at the смс. For instance, the blessing of Li 
.. Peng will have been essential. Mr Li heads a 


RM 


|. powerful faction in government, even 


though he is deeply unpopular in China for 
his part, as the then prime minister, in the 
< Tiananmen massacre. of 1989, Не and his 
_ family are tainted by incessant rumours of 

t corruption beyond. ordinary bounds. The 


_ louder the rumours grow, the safer he and 


his family appear from investigation: Mr 
Jiang'sdesire fora smooth leadership transi- 
tion, with his continued presence at the 
cmc, probably. has something to do with 
that. Indeed, the whole business of handing 
over the day-to-day running of the country 
to the so-called “fourth generation” appears 
to involve intense horse-trading among the 
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several occasions ; (the Cultural Revolution, | 
- Tiananmen for example) spilled over into 





urrent, third-generation" leaders. 


vice-chairman of the cmc, is being groomed 
for the top party slot, and later the presi- 


dency, thanks to Mr Jiang himself. Yet Mr 


Hu’s real authority comes not from Mr Jiang, 
but directly from the late Deng Xiaoping, 
who picked him to go to Tibet as party secre- 
tary. Since then Mr Hu has risen steadily but 
without trace, and nobody knows what on 
earth he stands for. 

Meanwhile, Mr Jiang’s true protégé is 
Zeng Qinghong, head of the party’s powerful 
organisation department. Mr Zeng, Mr 
Jiang’s loyal if unpopular hatchetman and 
image builder, was widely tipped to join the 
Politburo at the plenum that has just fin- 
ished. But Mr Jiang could not prevail upon 
the Central Committee to promote Mr Zeng, 
himself the son of a revolutionary hero. The 
day of the strongman is clearly past. 





As boss, Mr Jiang has done a masterful 
job of ensuring leadership stability: balanc- 
ing factions and interests, keeping all more or 
less satisfied. The task has not been easy. For 
a start, deep mutual hatred exists between 
the prime minister, Zhu Rongji, a short-tem- 
pered man of action, and Mr Li, bureaucratic 
and conservative. Mr Jiang's true legacy may 
be that China's elite now appears to accept 
two dominant ideas. The first is that econ- 
omic development ("construction" in the 
Communist lingo) takes precedence over 
everything else. The second is that open 
squabbling would imperil development 
and, ultimately, the leadership as well. Swim 
together or sink. 

Can the second consensus hold during 
and after the transition to a fourth genera- 
tion of leaders, one with less legitimacy and, 
quite possibly, less self-discipline? Probably, 
solongas the longer-term fruits of economic 
reform remain in sight, without any serious 


Ни Jintao, the state vice-president and a 






challenge to stability. But probably not, if s 
rious challenges tempt any set of individua 
to reach out over the heads of the collectis 
leadership to appeal directly to the publi 
The challenges include any, or a combine 
tion, of the following: 

* The party's continuing inability to show 

is really serious about rooting out corruptio 
within its ranks. Though the leadership rail 
against corruption, it will not prosecute th 
most powerful offenders, let alone conside 
either a free press or even the shoots of 

multi-party political system that would d 
much to monitor corruption. 

* A severe economic downturn as painft 
reforms after wro membership start to bit 
Fortunately, China looks set to swing into 

period of accelerating growth, after seve 
years of falling growth. 

* Growing rural unrest over local corruptio: 
and arbitrary taxation by local official 
Prosperity has not reached th 
countryside in China's hinterlanc 
while lower tariffs for foreign farr 
goods will drive many rural Chi 
nese into the cities. Practically ever 
province has seen rural protests i 
recent months, some, such as i: 
Jiangxi province this summer, c 
sizeable proportions. 

* The rise of organising forces the 
bring together disparate sites of dis 
satisfaction, in both countrysid 
and cities, rather as the Falun Gon; 
a spiritual organisation, has don 
Fear of such forces explains why th 
party has cracked down on religiou 
groupings lately. 

* Finally, the rise of a more reform 
minded, often western-educatec 
cosmopolitan “fifth generation 
that challenges the authoritariai 
assumptions of the fourth. Thes 
cosmopolitans, in their 40s ant 
early 508, are starting to take up po 
sitions of influence in governmen 
particularly in the area that makes financie 
policy. And they are adamant that thei 
influence will grow after 2002. 

The cosmopolitans are less ideologicz 
than their elders. Many do not give a hoc 
about the Communist Party. And they pa: 
little heed to bureaucratic traditions, prefer 
ringstraight talk. Where Zeng Qinghong say 
that China must never seek “pluralism in it 
guiding ideology", some cosmopolitans ir 
senior government positions say that multi 
party politics is notonly necessary for Chin: 
but inevitable. 

Still, these cosmopolitans remain rela. 
tively thin on the ground, and very few o 
them indeed would belikely tochallenge thi 
fourth generation unless it had got hope 
lessly bogged down in economic difficultie: 
and. was: losing the people's support—it 
other words when all bets about the cours: 
of reform would be off anyway. 


————— M REA — م س‎ | 
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The new internet. It's more than mobile. It's personalised. 


The Mobile Internet Revolution. 


It's an everyday thing 
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IDEAS THAT DEFY GRAVITY. At Boeing, you'll find a certain resistance to the phrase “It can't 
be done? Because as we see it, our job is finding creative and affordable ideas to solve the complex needs 


of our customers. In fact, you could say it's our passion. 
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UNITED STATES 


Two big 'gators pounding away 


ORLANDO, TAMPA AND TALLAHASSEE 


As the presidential contest tightens, Florida and Michigan have become the 
battleground states where the fighting is fiercest. We begin with Florida, a 
critical test of Al Gore's electoral strategy 


144 ARD pounding 

this, gentlemen," 
said the Duke of Welling- 
ton at the battle of Water- 
loo; "let's see who will 
pound longest." 

The campaign war for the White House 
is turning into an endurance test; and on the 
battlefield of Florida, low blows and outright 
farce have become the order of the day. “It’s 
Halloween,” runs a television advertisement 
in one congressional campaign “and the Re- 
publicans have come to steal your Social Se- 
curity. Bwahahahaha!’ In another hard- 
fought battle, the Republican has made a 
campaign issue out of an $18,500 bronze frog 
that stands guard in the county courthouse, 
where the Democrat is clerk of courts.And 
almost every day, one presidential candi- 
date or his running mate flies in. 

With 25 electoral-college votes, Florida is 
the biggest state where the election is still 
touch-and-go. It also contains one of the six 
Senate seats that the Democrats have tar- 
geted, and at least three vulnerable Republi- 
can congressional seats. And, no less impor- 
tant, the state, with its unusually large 
number of retired people, is the test of Mr 
Gore’s decision to campaign on the high- 
anxiety issues of Social Security and Medi- 
care. If this does not work here, it will not 
work anywhere. 

So far, it is working well, but not well 
enough. The most recent poll by the Florida 
Voter organisation gives George W. Bush a 
five-point lead, but Florida’s Democrats 
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think that the race has tightened again since 
then (as it seems to have done elsewhere in 
the country), and that the race is back to the 
dead-heat that emerged in previous polls. If 
so, Mr Gore is doing fractionally better in 
Florida than elsewhere. 

In the other contests in Florida, the Dem- 
ocrats are doing better still. They are slightly 
ahead in the race for the Senate seat, where 
they have pitted a solid conservative Demo- 
crat, Bill Nelson, against Bill McCollum, one 
of the House managers in President Clin- 
ton’s impeachment trial. By fielding candi- 
dates who have a record of getting Republi- 
can votes, they have leads in the eighth 
congressional district (in the highly competi- 
tive “1-4 corridor"—see map) and the gerry- 
mandered third district; and they are in with 
a shout in two races that were thought to 
have been Republican shoo-ins 

(the 12th and 22nd). 
The upshot is that Florida has 
become crucial for both parties. No 
Republican since Herbert Hoover has 
won the presidency without winning 
Florida. If Mr Bush were to lose it, he 


west (not impossible, as he is doing 
well there) But, given Mr Bush's 
strength in the rest of the South (which alto- 
gether delivers 147 votes), Florida probably 
matters even more to Mr Gore. Without it, 
Mr Gore might need more than three-quar- 


ters of the mid-western states—an unfeasi- 
bly large share. To have any chance at all, he 
has tocut into Mr Bush's southern strategy— 
and Floridais the place he has picked to do it. 

The choice was forced upon Mr Gore 
partly because of the state's size, partly be- 
cause he thought the elderly would like his 
arguments, but above all because he has no 
alternative. Mr Gore is struggling in the other 
southern states that Mr Clinton won at least 
once—Arkansas, Louisiana and Georgia— 
and could even lose his home state of Ten- 
nessee. 

All the same, Florida looks a tough nut to 
crack for any Democrat. Florida is the second 
most Republican of the ten largest states by 
party registration. It has the second-largest 
Republican delegation in the House of Rep- 
resentatives (15 out of 23 seats). In 1998, when 
Mr Bush’s brother, Jeb, won the governor- 
ship with 55% of the vote, the Republicans 
completed a sweep of the statewide offices 
and took control of both branches of the leg- 
islature for the first time in 122 years. The re- 
tiring Republican senator, Connie Mack, 
won over 70% at his last re-election in 1994. 
Unsurprisingly, Bob Poe, the Democrats’ 
state party chairman, concludes that to be 
competitive at all against such a background 
is to put yourself within striking distance of 
victory. 

But the appearance of Republican domi- 
nance is deceptive. Florida changes radically 
from one election to the next. An amazing 
million or sonew voters have migrated to the 
state in just four years since the last election, 
bringing with them the political attitudes of 
the two areas from which they mostly come, 
the liberal north-east and the mid-west, 
home of the Reagan Democrats. The result is 
that, except in the northern part of the state, 
sometimes known as LA (Lower Alabama), 
Florida is nothing like the other southern 
states where Mr Bush is sodominant. 

All the recent presidential races in the 
state have been close except the one in 1988. 
The other Senate seat is held by a Democrat, 
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Comic potential (1) 
"Idid think it was effective when I weaved 
in stories of real people in the audience and 
their everyday challenges. Like the woman 
here tonight whose husband is about to 


public housing and get а job of her own. 
Hillary Clinton, I want to fight for you." 
Al Gore at the annual Al Smith Memorial 
Dinner in New York 

“ee 
Comic potential (2) 
“Some call you the elite. [call you my base." 
George W. Bush at the same smart event in 
New York 

wee 
Fairy tale of the week 
“For me, it was kind of like the story of Gol- 
dilocks. The first one was too hot, the sec- 
ond too cool. The third one was just right.“ 
MrGoreon his performance atthe debates, 
US News and World Report, October 30th 


Bob Graham. And in the central battle- 
ground area of this battleground state—Or- 
lando, the city of DisneyWorld, high-tech 
growth and fast-growing health services— 
the number of registered Democrats sur- 
passes the number of registered Republi- 
cans. That is one reason why Linda Chapin 
(she of the bronze frog) is ahead in the eighth 
district that has sent a conservative Republi- 
can to Congress for decades. 

Hence, the Democrats’ relative success is 
best seen not as evidence that they can take 
back a rock-solid Republican state. Rather, it 
is a test of whether Mr Gore’s stress on shor- 
ing up—as opposed to fundamentally re- 
forming—Social Security and Medicare is a 
winning strategy in a swing region, It ought 
to be. Florida has more retired people than 
any other area. A third of its voters are over 
65, which means they are more than usually 
dependent on income from the federal gov- 
ernment. And Mr Gore is indeed ahead 
among “seniors”, who remain his biggest 
single group of supporters. 

More than that, his strategy seems to be 
benefiting his party all over the state. In the 
22nd district, which includes Fort Lauder- 
dale, Elaine Bloom, the Democrat, is giving a 
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lose his job. She's struggling to get out of 





Scary monsters and super creeps 
Some 330,000 children voted 55% to 45% for 
Mr Bush over Mr Gore in a poll on the 
Nickelodeon rv channel, which has pre- 
dicted the last three winners. Bush Hallow- 
een masks are alsooutselling Gore ones; for 
the past 20 years voters have bought the 
mask of the candidate who scares them 
least. 

xe 
Surrealist moment of the week 
“Families is where our nation takes hope, 
where wings take dream.” 
Mr Bush in Wisconsin 

ee 
Geography moment of the week 
"He was also the guy who helped me study 
for my third-grade state-capital quiz—Se- 
attle, [got it down." 
Kristin Gore praises her father's academic 
ability. Alas, the vice-president's knowl- 
edge wasn't passed on: the capital of Wash- 
ington state is Olympia 

ax 
Non-endorsement of the week 
"[Mr Bush is] an intelligent, thoughtful 
politician who is at the beginning of his 
spiritual evolution. I don’t feel that he will 
never be ready to be president. But I do not 
feel that he is ready now.” 
Sharon Stone, star of “Basic Instinct”, New 
York Daily News Online, October 25th 


scare to Clay Shaw, a well-respected Repub- 
lican who has been in Congress for 20 years. 
In this district's “condo canyons”, with their 
large number of Jewish retirees, the race had 
been mainly about who would be more 
likely to provide prescription-drug coverage 
for old people. The same issue helps explain 
why Mike Stedem, a car salesman with no 
experience of elected office, has come from 
nowhere to mount a strong challenge against 
Adam Putnam, a 26-year-old conservative 
in the 12th district, another Republican area, 
but this time one of citrus groves, trailer 
parks and poorer retirees. 

There are also signs that Mr Gore's pref- 
erence for more government spending over 
risky tax cuts is playing well in Florida. But 
there are also equally clear limits to the 
power of his message. In each of the key 
races, the Republicans are catching up, and 
thequestion is why. 

Partly it is the product of special factors. 
In theSenate race, the Republican candidate, 
Mr McCollum, was surprisingly unknown to 
begin with; now he is catching up. He is also 
benefiting from the presence on the ballot of 
an independent candidate, Willie Logan, 
who takes votes away from the Democrats 
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Swing states 

States without a clear leading candidate 
Electoral college votes 

Leaning to Bush — — Leaning to бое — 
Arkansas : 6 California 54 
Arizona 8 Delaware 3 
Florida. 25 Illinois 22 
Georgia £ 13 lowa 7 
Louisiana — 9 Nevada m 
Mane —  — , 4 NewHampshie 4 
Minnesota 10 Oregon 7 
ызы A M MU дог ЭМ 

Pennsylvania 23 

Tennessee 11 | 

MODE МАКАКА ЛК Dn 
West Virginia 5 

Swing states 164 112 
Solid states 152 92 
Michigan (18 votes) is tied 










Wisconsin, which was leaning to Gore (not Bush as in our 
table last week), is now outside the margin of error for Bush 
270 votes needed to win 

Source: National Journal 












Buteastward, listen 

"Oh yes, folks, the Yanks have a metro- 
elite, too." 

Britain's Sun newspaper, explaining on 
October 23rd why Beltway “elitist” jour- 
nalists (the “Left-leaning liberals” who 
live “within Washington's M25") are 
“hopelessly out of touch with what the 
people want" and can't understand Mr 
Bush’s good poll ratings 





more than from Republicans and could ye 
deliver the seat to them. Ralph Nader's suc- 
cess in California is not the only example o! 
third-party problems for Mr Gore. 

In the eighth district, the Republican, Ric 
Keller, suffered from a brutal primary battle 
in which two moderate candidates split the 
vote, letting in the conservative. Now, witt 
the help of that frog, he is finding his feet 
And in Mr Shaw’s Fort Lauderdale seat, the 
charges that Mrs Bloom had been on the 
board of a drug company later investigatec 
for price-fixing has turned that race from : 
battle over Medicare into a contest of busi- 
ness ethics, giving Mr Shaw the edge again. 

But beyond these special factors, there i: 
a broader consideration. A big part of the Re- 
publican fightback has been helped by Flor- 
ida Republicans’ unusual reputation for in- 
novative social policies. Jeb Bush became 
governor in 1998 опа promise to reform edu- 
cation, Social Security and health care. He 
passed a law that extended health care tc 
more children and gave an $80 a month pre- 
scription-drug subsidy for retired people 
Mr Mack, the retiring Republican senator 
co-sponsored a bill to double the funding o: 
the National Institutes of Health. 
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Al Cardenas, the state Republican Party 
chairman, argues that Republicans have 
"crossed the divide" on these issues and 
thinks voters are now prepared to trust his 
party on them as much as Democrats. Sur- 
veys by Florida Voter give some support to 
thatclaim: according to these, most of the re- 
centerosion in Mr Gore's support is attribut- 
abletochangesin the opinions of voters over 
65. In other words, Republicans in Florida 
have had some success in claiming to be the 
party of social reform—the same argument 
that George W. Bush is trying to make to the 
country as a whole. 

So it makes sense to see the Democrats’ 
performance in the state partly as a vindica- 
tion of Mr Gore’s basic strategy, but partly as 
a result of “second-tier issues”. These in- 
clude such factors as having Joe Lieberman 
on the ticket (Florida has twice as many Jew- 
ish voters as the national average); the envi- 
ronment (the drying up of the Everglades 
makes Mr Gore's greenery popular in the 
state); and even, in the eighth district, guns. 
The Republican, Mr Keller, is closely associ- 
ated with the National Rifle Association, and 
this may be one of those rare cases where 
fierce opposition to gun control may be an 
electoral liability. 


In the final analysis, then, the two parties 
£o into the last hours of battle evenly 
matched, and the outcome will be deter- 
mined by whose last-minute effort toget out 
the vote proves more impressive. In theory, 
this may—just may—give Democrats the 
narrowest of edges. In 1996, they were be- 
hind on election day but snatched a small 
victory for Mr Clinton by turning out the 
black vote and by raising eleventh-hour 
alarms over Medicare. The Democrats hope 
Mr Clinton will come to their aid again, not 
by making public speeches (which would be 
controversial) but by recording a telephone 
message for black households where he re- 
mains extremely popular. 

This time, though, the task will be harder 
because the Republicans have a more im- 
pressiveorganisation than they did last time, 
in the form of Jeb Bush's office. In 1998 he ran 
whateven Democrats concede was a superb 
campaign (this is the only evidence that hav- 
ing his brother as governor makes any differ- 
ence to George Bush at all). In other words, it 
will be acase of pounding on to the last hour, 
with the decision turning on whose troops, 
at the last, prove more enthusiastic about 
their presidential general. Wellington would 
have approved. 

LI 





The race in Michigan 


It could go either 


LANSING, MICHIGAN 


Alli. 


MICHIGAN is living up to 
its reputation as America's 
most sensitive political 
bellwether. The state has 
voted within 2% of the na- 
tional vote in four of the 
past five elections. It was also the birthplace 
of the most vital political group of the past 
twodecades: the blue-collar Democrats who 
voted for the Gipper in the 1980s but re- 
turned to the fold in the 1990s. This year the 
state perfectly reflects the dithering inde- 
cision of the country at large, with the candi- 
dates deadlocked at 43% in the polls. 

The closeness of the race is palpable. 
Drive through any residential neighbour- 
hood and the yards are a forest of signs. Turn 
on the television and you are bombarded 
with political ads. Detroit's rv-stations aired 
the fourth-highest number of political spots 
between January ist and October 
10th—13,490 in all—despite being only the 
ninth-largest television market. Grand Rap- 
ids and Flint-Saginaw were also in the top 
ten, ahead of Chicago and New York. 

Yet it is impossible to tell from all this 
which way the race is going. In Macomb 
County, the struggling Detroit suburb that 
gave birth to the Reagan Democrats, the Al 
Gore and George Bush signs sprout with 
equal profusion. One garden captures the 


ЖЖЖЖ. 
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Don’t mention your book 


general confusion by putting two signs next 
to the statue of the Virgin: one in favour of 
school vouchers and another against. 

The Democrats recently sent Jesse Jack- 
son to rally the worryingly dormant black 
vote. The Bushes have sent almost their en- 
tire clan. Barbara and Laura kicked off their 
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“W is for women” campaign here. George 
Bush senior was here this week, giving a sur- 
prisingly spirited imitation of an absurdly 
puffed-up Al Gore trying to push “my boy” 
off the stage. 

If anyone has the momentum at the mo- 
ment, it is the boy's team. Mr Gore has seen 
an eight-point lead disappear in the past 
three weeks, according to Epic-MRA, a Lan- 
sing based polling company. Spencer Abra- 
ham, the Republican candidate for the Sen- 
ate, has also established a respectable lead 
over his Democratic challenger, Debbie Sta- 
benow, despite being written off as a goner 
by his party a few months ago. Yet there are 
still big obstacles to a Bush victory. 

The first is the United AutoWorkers' re- 
cent success in turning election day into a 
paid holiday. Nobody is quite sure what im- 
pact this will have. A poll by Mitchell Re- 
search & Communications found that male 
vnion members were equally divided be- 
tween the two candidates—and anyway 
they might decide to use the holiday to go 
hunting rather than to the polls. But the Re- 
publicans are furious about the holiday, and 
the union, 500,000 strong in Michigan, has 
endorsed Mr Gore, promising him plenty of 
volunteers on election day. 

The second isa ballot initiative on school 
vouchers. John Engler, the state’s Republican 
governor, opposed the initiative from the 
first, on the grounds that it would push up 
Democratic turn-out, and it looks as if he 
was right. The initiative is stimulating inter- 
est among the state’s Democrat-leaning 
Catholic population. (The Church hierarchy 
is keen on the idea, the rank-and-file some- 
what less so.) It is also giving the teachers’ un- 
ions yet another excuse for activism. 

But anyone thinking of putting their 
money on the vice-president should note 
that he, too, has big problems in the Motor 
State. One is Mr Engler’s political machine, 
which fell into disrepute during the primary 
season when Mr Engler saw John McCain 
incinerate his “asbestos firewall” protecting 
Mr Bush. But Mr Engler has taken a lower 
profile. Bill Ballenger, the editor of Inside 
Michigan Politics, claims that he has not 
seen Republicans so fired up in years. An- 
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SACRAMENTO 





MANY and varied are 
the temptations of the 
Internet to voters in the 
| coming election. At Vote- 
| auction.com, the going 
| : prie for a California 
| vote is $19.61 (at least, it was before the 
| state's secretary of state threatened legal 
| action against anyone attempting to sell his 
| vote, and froze further bidding). But you 
| 

| 








cannot yet actually vote online. Instead, 
people who do not want to traipse to their 
local polling.station must rely on snail 
mail. Absentee voting is slow—you must 
postearly to make sure your vote arrives in 
timetobecounted—but soaringly popular. 

‘From only 2.6% of the 5.9m votes cast in 
California in the 1962 election, absentee 
“votes rose to 24.7% of the 8.6m cast in 1998 
(вее graph). In some counties, the propor- 
.| tion is even higher: in the candidate- 
choosing vote last March, 38% of the votes 
cast in San Luis Obispo, on the coast be- 
tween Los Angeles and San Francisco, 
-¢ame by mail. 

This sharp rise—especially since 1978, 
the first election after California dropped 
the requirementthat applicants for an ab- 
sentee ballot give a reason for their re- 
quest—has pushed postal votes to the fore- 








The absentees are also present 


front of campaign-planners' minds. In the 
old days, absentee votes were thought of as 
the “nursing home” vote, cast by those 
who found it hard toget around, plus a few 
travelling businessmen and people taking 
distant holidays. They were reliably almost 
two-thirds Republican. Today's absentee 
voters are as likely to be busy Internet en- 
trepreneurs whose hyperactive day is too 
full for a trip to the polls (and who like the 
fact that, even if you can’t cast your vote 
online, you can at least order the absentee 
form over the Internet). Their choice is 
harder to predict. 

Parties first woke up to the potential of 
absentee voters in 1982, when they tipped 
the gubernatorial race to the Republican 
candidate, George Deukmejian. But re- 
cently the politicians’ attention. has be- 
come much more acute. According to Mike 
Madrid, a Republican consultant, technol- 
ogy has helped to transform the process of 
soliciting votes by mail from a matter of 
chasing up errant support toa pre-emptive 
means of banking votes in advance. In the 
past, parties would apply to the county 
government centre, which handles absen- 
tee votes, for the addresses of people who 
asked for forms, and then follow up with a 
pamphlet. Nowadays, thanks to databases 


























showing who has cast absentee votes in 
the past, the parties send out forms them- | 
selves, along with campaign material, and 
ask voters to send their applications Баск | 
toparty headquarters for forwarding to the | 

| 





county government. 

That further enriches the database, 
and also gives a clearer picture of the shape 
of a race ahead of election day. The more ` | 
votes that are already safely delivered, the 
less a party needs to worry about "getting 
out the vote" on polling day. If a quarter of | 
California's voters already choose not to 
visit the polling station, the arrival of true 
Internet voting will make the business of 
voting, once seemingly a collective act, an 
even more solitary affair. 














other is Ralph Nader. The 496 of the vote that 
Mr Nader is currently attracting. will no 
doubt shrink on election day. But the size of 
Mr Nader's rallies and the profusion of his 
. yard signs suggests that he has many hard- 
core supporters, particularly among blue- 
collar workers who feel betrayed by the cur- 
rent administration's stand on free trade. 
2 Add to this the fact that Pat Buchanan has 
c: been excluded from the ballot on a techni- 
cality and Mr Nader might tip the election. 

A third is Mr Gore's long-standing hos- 
tility to the engine of Michigan's prosperity: 
the motor car. Mr Ballenger points out that 
most people in the car industry still expect to 
Бе in the business of producing whatever 

“comes after the gas guzzler. But in a state 
меге even parks are called things like Olds- 
mobile and Pontiac it may be hard to vote for 
someone. who supports tighter regulation 
and higher petrol prices. Lee lacocca, the 
vs erstwhile Chrysler boss, has broken ranks 
(with his fellow Democrats to support Mr 
Bush. The Detroit News endorsed Mr Bush 
гоп the grounds that Mr Gore's anti-car 
` agenda would cost the state 100,000 jobs. 
cs What will it take to break this deadlock? 
. Just as attention nationwide is shifting to 
battleground states, so the attention in Mich- 
gan is shifting to the state's 83 counties and 

myriad population groups. Mr Bush has se- 
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cured the endorsement of powerful Arab- 
American groups, in part by mentioning 
some of their worries during the debates. He 
is also courting the testosterone crowd by 
calling out Charlton Heston and Chuck Nor- 
ris. Itis just this sortof hand-to-hand combat 
that gave Mr Engler a victory of 17,000 votes 
in 1990. 

But there is also pressure from the rank- 
and-file to try a more exciting strategy: cha- 
risma, There are two national figures who 
could break the stalemate: John McCain and 
Bill Clinton. Mr McCain regularly outpolls 
Gore and Bush in popularity contests, and 
enjoys huge support among swing voters. 
Michigan voted for Mr Clinton by 3% more 
than the national average in 1996. 

The party establishments are- nervous 
about a charisma offensive. Mr Gore doesn't 
want to remind Reagan Democrats of his 
boss’s moral lapses. Mr McCain. embar- 
rassed the local Republican establishment 
during the primary and is irritating it again 
by his vocal support for the local voucher 
initiative. But can either party afford to ig- 
nore its most powerful weapon in this dead- 
locked race? It would be a nice irony if the 
fate of Michigan's 18 electoral college votes 
depended on a clash between two political 
giants whose names are not on the ballot. 
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Congress and the surplus 
If you've got it, 
spend it 


WASHINGTON, DC 


AS THE presidential cam- 
paign nears its denoue- 
ment, both candidates are 
throwing increasingly vi- 
cious barbs at the other's 
plans for what to do with 
future budget surpluses. At the same time— 
barely noticed by either camp, or indeed by 
Americans in general —Congress is doing its 
best to make sure there won't actually be a 
surplus to argue over. 

Almost a month late, legislators are fi- 
nally showingsigns of wrappingup the bud- 
get for the fiscal year of 2001. Although a cou- 
ple of big bills were still under discussion as 
The Economist went to press, there is little 
doubt that this year's budget will be more 
pork-packed than ever. 

Many budget-watchers expect the con- 
gressmen to end up agreeing to around $640 
billion in "discretionary" spending (which 
excludes mandatory. spending on entitle- 
ments such as Social Security and Medicare). 
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That is $40 billion (or almost 7%) more than 
the $600 billion which those very same con- 
gressmen agreed they would spend in their 
budget resolution earlier this year, and $100 
billion more than they ought to be spending 
according to the limits for 2001 laid down in 
the 1997 balanced-budget agreement. It is 
around $15 billion more than President Clin- 
ton's first budget proposal, and implies a 
spending increase of 5% above the rate of in- 
flation compared with last year. And can 
anyone really say they are surprised? 

The rosy surplus-forecasts that under- 
pin today's campaign promises are based on 
very different spending rates. 
The Congressional Budget 
Office's estimate of a $2.2 tril- 
lion surplus over ten years, 
for instance, assumes that 
discretionary spending will 
rise no faster than the pro- 
jected rate of inflation over 
the next ten years: less than 
3% a year. According to the 
Concord Coalition, a biparti- 
san group that vainly but no- 
bly advocates fiscal probity, 
discretionary spending has 
actually risen by an average 
annual rate of 5.5% for the 
past three years. 

Were it tocontinue at that 
clip (a conservative estimate, 
judging by this year's ex- 
travaganza) the Concord Co- 
alition reckons the budget surplus would 
only be about $700 billion. Most probably, it 
would be even lower. As Robert Bixby, the 
head of the Concord Coalition, points out, 
legislators this year have also agreed to in- 
creases in mandatory spending (for exam- 
ple, improved medical benefits for retired 
soldiers and sailors). If Republican congress- 
men have their way, moreover, there will be 
some tax cuts in the final package too. Add 
all these together, and there's not much of 
the surplus left. 

Political conditions this year are particu- 
larly conducive to splurging. Surpluses con- 
tinue to be bigger than expected: on October 
24th the Clinton administration announced 
that the budget surplus for fiscal 2000 (ex- 
cluding Social Security) had reached $87 bil- 
lion, $68 billion more than the president's 
number-crunchers had expected in Febru- 
ary. The budget resolution held no one back 
for long, since Republicans increasingly use 
such resolutions as political propaganda 
rather than serious and binding constraints. 
And, most important, control of Congress— 
particularly the House of Represen- 
tatives—is up for grabs in this election. How 
tempting, then, to boost legislators’ chances 
of re-election with a healthy helping of por- 
cine products. 

Virtually every major bill is larded with 
spending projects whose primary purpose is 
political. The transport bill, traditionally a 
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prime source of bacon, does not disappoint. 
According to Citizens Against Government 
Waste (CAGWw), a watchdog group, there is 
$750m-worth of crisp-fried rashers in this 
bill. This includes $2m for Nevada to develop 
asystem that allows airline passengers to get 
boarding passes at their hotels; $400,000 for 
a water taxi for Savannah, Georgia; and 
$400,000 for a parking lot in Talkeetna, an 
Alaskan town with a population of 330. Ac- 
cordingtocAGw, Ted Stevens, the senior sen- 
ator from Alaska, who is also providentially 
the chairman of the Senate Appropriations 
Committee, has managed to get $43m worth 
of “earmarked” projects into 
the transport bill. 

The interior bill includes 
$1.5m to revamp the Vulcan 
Monument—a 56-foot statue 
of the Roman god of fire and 
metalwork that is dear to the 
hearts of residents of Bir- 
mingham, Alabama. No 
matter that, according to 
CAGW, Birmingham decided 
in 1999 that the monument 
did not need an overhaul. 
The agriculture bill has a 30% 
increase in potential pork, in- 
cluding money for shrimp 
aquaculture research, alter- 
native salmon products (in 
Alaska; thank you, Senator 
Stevens), and, not for the first 
or the last time (some persua- 
sive speakers have hailed from this state), vi- 
dalia onion research in Georgia. 

Of course, not all the spending increases 
are sheer indulgence. From farm assistance 
to school construction, Democrats and Re- 
publicans are finding the most tempting 
route to compromise is simply to spend 
more money. 

In some cases, the results are laudable. 
Congress has, for instance, finally agreed to 
fully fund the administration's request for 
debt relief for poor countries. Effective lob- 
bying—by, among others, Bono, a rock star 
turned debt-relief advocate—means that 
America will finally contribute its share to 
the debt-relief effort. In another striking 
shift, the Republicans have agreed to in- 
crease funding for international population 
programmes and remove the restrictions 
that none of this money may go to organisa- 
tions that advocate abortion (though the 
money will be available only when Mr Clin- 
ton leaves office). 

Despite these bright spots, the overall 
budget picture is depressing. It suggests that, 
even without an economic downturn, the 
many rosy surplus forecasts that frame to- 
day's debate in Washington are little more 
than entertaining fictions. And the endless 
presidential debates about how to spend the 
surplus are either reckless, or a waste of time. 
Or possibly both. 
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Nevada's Senate race 


Hoist the Ensign 


HENDERSON, NEVADA 


IF IT were not for the ca- 


sual introduction of both 
theGreat Pyramid and the 
Eiffel Tower to the distant 
ЖЖЖЖ skyline, Henderson, with 


“аа its cookie-cutter subdi- 
visions and strip malls, would be no differ- 
ent from any other suburb. This corner of Las 
Vegas therefore resembles Nevada’s Senate 
campaign. There is the odd gleam of local 
colour, but most of the issues are the generic 
ones that pop upall over the rest of America: 
prescription-drug coverage, protecting So- 
cial Security, reforming education. 

A small state (population-wise, at least) 
with not much political muscle, Nevada has 
become important this year because one of 
its two Senate seats, left behind by a retiring 
Democrat, Richard Bryan, has to be filled. In 
their bid to maintain a majority in the Sen- 
ate, the Republicans are desperate to win 
here, especially since the Democrats may 
pick up seats elsewhere. Their chances are 
good; the opinion polls show a widening 
lead for ex-congressman John Ensign over 
his Democratic opponent, Ed Bernstein. 

With its free-wheeling ways and dislike 
cf state regulation, Nevada is, in general, 
friendly territory for Republicans. Before Bill 
Clinton, the state had not voted for a Demo- 
crat since Lyndon Johnson in 1964, and Mr 
Clinton’s victories were possible only be- 
cause so many Nevadans voted for Ross Pe- 
rot. Mr Ensign, who lost a bid for Nevada’s 
other Senate seat in 1998 by barely 400 votes, 
promised to shake enough hands in the 2000 
campaign to make up the difference. 

This time, it helps that his opponent is a 
political neophyte, a personal-injury lawyer 





A Republican gain? 
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continuing the time-honoured tradition of 
rich trial lawyers morphing into Democratic 
Senate candidates. With a surprisingly tight 
presidential race in Nevada, the Senate can- 
didates are allying themselves closely with 
their allies at the top of the ticket. Mr Ensign's 
ideas on Social Security and public educa- 
tion look remarkably similar to George W. 
Bush’s,and Mr Bernstein’s prescription-drug 
plan comes straight from the Gore book. 

Only two local issues have led both can- 
didates to break ranks with the party brass: 
nuclear waste and gambling. With its vast 
tracts of uninhabited land and its lack of 
clout in Washington, Nevada is the target of 
federal plans to house the country’s supply 
of nuclear waste. Both Mr Bush and Mr Gore 
support the proposed Yucca Mountain stor- 
age facility, providing it passes environmen- 
tal muster. But both the Senate candidates 
have promised to protect the state’s interests. 
In the words of Nevada's other Senator, 
Harry Reid, a Democrat, the people in Wash- 
ington “want a toilet to flush their nuclear 
waste down. And that toilet is Nevada.” 

Cosying up to the gambling industry, 
which pumps $8 billion a year into Nevada's 
economy, is another local speciality. Both 
candidates oppose new gambling taxes, and 
promise to protect casinos by pushing for 
regulation of Internet gambling. Although 
thecasinos generally hedge their bets by giv- 
ing to both parties, Mr Ensign, whose father 
is chairman of the Mandalay Resort Group, 
is getting the lion's share. His list of top con- 
tributors includes Harrah's Entertainment, 
Mirage Resorts and his father's firm. 

The dice seem loaded in the Republi- 
cans’ favour. “In Nevada,” says Michael 
Bowers, а political scientist at the University 
of Nevada-Las Vegas, “the movers and shak- 
ers decide who they want to get elected, and 
then starve out the other candidate." But Mr 
Ensign is an attractive candidate in his own 
right. He has rugged looks that could land 
him in an L.L. Bean catalogue, and yet he can 
talk intelligently about education and Social 
Security reform. On one recent morning he 
quoted Edmund Burke to a group of high- 
school students and Winston Churchill to 
workers at a titanium-processing plant. 

Mr Bernstein is using Hillary Clinton's 
device of trying to link his opponent to Newt 
Gingrich, Trent Lott and the unpopular Re- 
publican grandees in Washington. So far it 
does not seem to be working, because Mr En- 
sign is on the whole fairly moderate: he 
avoids talk of an enormous tax cut, for in- 
stance, preferring to cut the national debt. 

More successful has been Mr Ensign’s at- 
tempt to depict Mr Bernstein as hopelessly 
out of touch with Nevada issues. During one 
televised debate, Mr Bernstein fumbled a 
question posed by his opponent about wa- 
ter rights in northern Nevada, and seemed 
unable to name the counties involved in the 
dispute. It may have cost him the election. 

a 
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Oklahoma's second district 


The comeback 
boy 


MUSKOGEE, OKLAHOMA 

i | | | ONE side of a Ramada Inn 
" | b conference room is deco- 
| rated with a poster of 
Charlton Heston frolicking 
жжжжжу/ with minority children. On 
the other side, a buffet ta- 
ble stacked with fried appetisers is set up for 
grazing by the assembled members of the 
National Rifle Association. After an opening 
speech by an NRA representative excoriating 
the government's efforts to curtail the con- 
stitution’s second amendment, the candi- 
dates address the crowd. Over the hum of 
the air-conditioning, Brad Carson, Demo- 
cratic candidate for Congress, delivers a pas- 

sionate defence of the right to bear arms. 

Democrats are generally not brought 
close to tears while pledging to end the ban 
on assault weapons. But Democrats in Okla- 
homa's second district are different. A hap- 
hazard collection of 18 counties in the state's 
north-east corner, the second district has 
long been a stronghold of conservative 
Democratic politics. It is a place where some 
ofthe poorest voters in America want candi- 
dates to preach the virtues of both New Deal 
economics and Smith & Wesson. Referring to 
the endorsement letters the NRA sends out at 
election time, one Carson staffer says: “That 
orange postcard is equivalent to the Bible in 
this district.” 

Having been safely Democratic for 70 
years, the seat was won in 1994 by Tom Co- 
burn for Newt Gingrich’s Republican revo- 
lutionaries. Mr Coburn is retiring; and, with 
voter registration in the district still eight-to- 
three in favour of the Democrats, the second 
district is a place they can recapture. 

Their candidate is Mr Carson, a trial law- 
yer whocame from relative obscurity to beat 
better-known candidates in the Democratic 
primary. Like another young and articulate 
Rhodes scholar—one who worked his way 
to the White House—Mr Carson seems a 
man of vaunting political ambition. When 
not seeking the coveted NRA endorsement, 
he focuses his campaign on the familiar 
Democratic themes of this election year: 
prescription-drug benefits, increased edu- 
cation spending, shoring up Social Security. 

His opponent is Andy Ewing, a local car 
salesman who was hand-picked by Mr Co- 
burn as his successor. While campaigning in 
local chemist shops, beauty salons and 
video stores, Mr Ewing solemnly invokes Mr 
Coburn's name and echoes Mr Coburn's 
pledge to spend only three terms in Con- 
gress. He rarely misses an opportunity to 
proclaim his opposition to abortion, and 
tries often to associate Mr Carson with the 





That Clinton touch 


liberal wing of the Democratic Party. 

Although this approach worked for Mr 
Coburn in 1994, he was running at the time 
against an advocate of gun control, a policy 
akin to devil worship in eastern Oklahoma. 
More usefully, Mr Ewing is better known 
than his opponent thanks to two decades of 
car commercials. People immediately recog- 
nise him on the campaign trail, though they 
often seem more concerned with his view on 
the best car deals than his plans to rescue 
public education. By comparison, his oppo- 
nent's profession is less respected. As one 
realtor in Pryor City puts it, "The last thing 
we need is another attorney in Congress." 

Given the district's conservative tem- 
perament, Mr Ewing is banking on many 
Democrats crossing party lines to support 
him. But all those decades of past Demo- 
cratic dominance should help Mr Carson. A 
poll earlier this month put Mr Carson ahead 
by 45% to 30%, but with a great many unde- 
cided. The fact that Mr Coburn won three 
terms is more the result of his opponents’ 
weakness than of any permanent shift to- 
ward the Republicans. 

Franklin Roosevelt is still revered 
throughout the region, particularly for the 
way that his administration came to the re- 
lief of the Oklahoma "dust bowl". Mr Car- 
son's campaign literature proudly declares, 
“Democrat for Congress". Mr Ewing's pam- 
phlets give no mention of party affiliation. In 
presidential elections, the district voted for 
Michael Dukakis in 1988 and twice for Bill 
Clinton. In this year's election it could be the 
only Oklahoma district to go to Al Gore. Mr 
Ewing makes little effort to link himself with 
George W. Bush. 

Mr Carson is only slightly less reticent 
about mentioning Democratic grandees. 
Despite all the lofty talk about the Second 
District's chance to change the congressional 
balance of power, the voters seem con- 
cerned only with which candidate will actu- 
ally deliver on his campaign promises. The 
ex-car salesman and the ex-Rhodes scholar 
are having to fight this battle on their own. 
= 
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From Monica to Armenia 


i 
| 
| 
| up n TOLD that Bill Clinton will be focusing on three races on 
| lection night,” says James Rogan, the Republican congress- 
| man for California's 27th district, with evident pride. “The first is 
| the presidential race. The second is his wife's race. The third is my 
| re-election race. And it won't necessarily be in that order.” The rea- 
| son the president is so interested in Mr Rogan’s future is not, unfor- 
| tunately, kindly concern for an old friend. Mr Rogan is the most 
| vulnerable of the House managers who led the impeachment 
| campaign against the president. And now it is payback time. 
| In the current election, Monica Lewinsky is the issue that dare 
| notspeak hername.On the Democratic side, the Gore campaign is 
| so terrified of reminding the public of the young White House in- 
| tem that they have kept Mr Clin- 
| tonchained in his office, allowing 
| the most gifted politician of his 
| generation out into America only 
to raise money and campaign for 
his wife. The Republicans are al- 
most equally worried about re- 
minding swing voters that they 
nearly drove a popular president 
out of office with distasteful evi- 
dence about cigars and sc on. Both 
parties have been obliged to ap- 
“| proach the subjectelliptically—Mr 
.| Gore by appointing Joe Lieber- 
< man, Mr Clinton's strongest critic 
` inthe Democratic Party, as hisrun- 
| ning-mate, Mr Bush by emphasis- 
| ing the importance of character. 
But, if Monica is being kept un- 
der wraps in public, she is all over 
the place in private. In political 
^ terms, Ms Lewinsky—or at least 
': her name--fills the sort of role that 
movie stars used to play in time of 
‚|. war:she gets the troops all charged up before they go into battle. 
|. The easiest way.to bring acrowd of Republicans toits feet is to hint 
at her name. And the easiest way to persuade Democratic donors 
to open their wallets is to mention Kenneth Starr, the president's 
‘prosecutor in that and several other inquiries. 
Nowhere is the galvanising power of impeachment more evi- 
.dentthan in Jim Rogan's district in the shadow of the San Gabriel 
mountains. Mr Rogan, who has barely won 50% of the vote in the 
past two races, would anyway have been one of the Democrats’ 
prime targets. But Monica has turned the current battle into the 
` most expensive congressional race in history. 

..; By the end of September, Mr Rogan had raised $5.8m and his 
Democratic rival, Adam Schiff, a state senator who has done battle 
twice before with Mr Rogan, had raised $3.6m ($225,000 from one 
Clinton dinner in Washington alone), David Geffen, a liberal mo- 
gul, is rumoured to have set aside $1m for the last few days of the 
Schiff campaign. On the other side, Mr Rogan's donor list has 
grown from 3,300 names before impeachment to 55,000 today, 
spanning 46 states. And impeachment is drawing in the foot-sol- 
diers as well as the fat cats. Mr Rogan has about 1,500 volunteers 
stuffingenvelopes апа manning telephone banks. One man drove 
from Colorado. 

Sois the air in Glendale and Pasadena thick with talk of semen 
stains and blue dresses? Mr Rogan (against his handlers’ advice) 
gamely tries to bring up Monica and talks about the injustice of her 
gentleman friend remaining in the White House. But in practice, 




















even in the 27th district, Ms Lewinsky remains a ghostly figure, 
mentioned in the pep talks to volunteers but not on the streets or in 
the ads. Both campaigns are trying to focus on other issues: health 
care, education, tax cuts—and, of course, the massacre of huge 
numbers of Armenians by the Ottoman Turks 80-odd years ago. 

Turkey’s past looms much larger in this corner of America 
than Bill Clinton’s genitalia. Armenians make up 13% of the 27th 
district's population, and they have ceased to be the solid Republi- 
can block they were during the cold war. Both campaigns are ad- 
vertising heavily in the local Armenian media, which include 
three rv stations and five newspapers. Mr Schiff boasts that he has 
pushed various bits of pro-Armenian legislation through the state 
legislature. Mr Rogan (whose only 
foreign trip has been to Armenia) 
touts his endorsement of Arme- 
nian-Americans such as George 
Deukmejian, a former governor of 
California. He helped to push 
through the House International 
Relations Committee the pro- 
posal, now dropped, to label the 
killing of Armenians a "genocide" 

For the Republicans, this is a 
particularly big leap. Turkey is one 
of America’s staunchest allies, and 
è the Republican Party has received 

"n М ET large contributions from Ameri- 
ia l "v | sj M can defence contractors and oil 
à M i tl | j nar companies which do extensive 
i ПИШ business with Turkey. The fact that 
the Republican leadership risked 
annoying such a powerful lobby 
shows how determined it is to save 
Mr Rogan's bacon. 

Whether it will succeed is an- 
other matter. In 1993, 4496 of the 
district's voters were registered Republicans and 43% were Demo- 
crats. Today, 44% are Democrats and only 37% are Republicans. Mr 
Clinton won the district by eight percentage points іп 1996, and 
Gray Davis, California's Democratic governor, won it by 17 points 
in 1998. Disney, Warner Brothers and DreamWorks are replacing 
defence contractors as the engines of the local economy, attracting 
younger and more left-wing voters. Many of the area's more con- 
servative residents are either dying off or moving away, to be re- 
placed by Latinos, Asians—and yet more Armenians. 

Mr Rogan claims that his rather special background helps him 
to understand his district's minorities. He was the illegitimate child 
of a cocktail waitress and a barman, and did not meet his father 
until he was in his 20s. His mother was jailed for frauds over wel- 
fare and credit cards. He was brought up by a succession of rela- 
tives in San Francisco's most hardscrabble districts before being re- 
turned to his mother, now burdened with an alcoholic husband 
and three more children. He dropped out of school, smoked mari- 
juana and worked in a succession of odd jobs, including a three- 
day stint asa bouncer in a porno cinema. 

He tells his story well. But there is no escaping the fact that Mr 
Rogan's conservative views on subjects such as abortion and gun- 
control are out of step with the increasingly liberal population of 
Los Angeles's northern suburbs. There is also. по use trying to 
dodge the fact that his party is intensely unpopular with immi- 
grants in the nation's largest state. If Armenia matters more than 
Monica, then demographics may matter more than both. 
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BOGOTA 


THEN Colombians go to the polls on 
| ‘October n in nationwide munici- 
pal and regional elections, some of them will 

expect to be taking part in a straightfor- 
ard display of democracy.On the contrary: 
1tside the cities, where most people live, ir- 
gular armies of left and right are trying to 
the election to increase their power. 
n such areas, this has been a bloody 
election campaign. So far, 20 candidates for 
mayor. have been assassinated, 52 have 
j h threats and more 
than So ha e be n kii зарреа. The Colom- 
bian Federat ipalities, an associ- 

e country's mayors, says that 








bia's 1,089 townships. Mostofthese 
tain few people, but their combined area 
mounts to half the country. 
The. government of Andres Pastrana 
does not admit to being particularly 
worried by this. The interior minis- 
ег, Humberto de la Calle, says that 
there is little evidence of undue 
influence by the warring factions: 
ithe situation is normal, and reports 
of irregularities exaggerated. The ca- 
sualty figures for this year are, in 
fact, only just ahead of those for the 
run-up to the last local elections, in 
1997. But some analysts think that 
this year's elections will show, re- 
gion by region and town by town, 
whether the left-wing guerrillas, 
their rightist paramilitary enemies, 
or the forces of the state are in con- 
trol. According to Alfredo Rangel, an 
analyst, writing in the daily news- 
paper El: Tiempo, “These elections 
are being converted into an indi- 
-cator of the advance of the armed 
“enemies of state institutions and the 
loss of ground of the national power 
of the state over the regions.” 
- [n the areas they dominate, 
guerrillas and paramilitaries have 
used violence, or the threat of it, to 
ensure that their candidates—or 
candidates who promise to be pli- 
-ant—are the only ones allowed to 
stand. A telephone hotline set up for 
complaints of electoral abuses has 
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Colombia's nervy elections 










Who's in charge here? 





As people prepare to vote, the war in the countryside gets worse 


registered a call every 15 minutes. 

At the last local elections, in 1997, the 
Revolutionary Armed Forces of Colombia 
(FARc), the largest guerrilla group, tried to 
sabotage the voting. This time the guerrillas 
are seeking to reinforce their position in the 
peace negotiations by taking control of as 
many local-government posts as possible. 
But they are also prepared to sabotage the 
process in some places. The elections have 
been preceded by an upsurge in fighting. In 
September, in protest against the $1.5 billion 
aid package that is coming from the United 
States to help the war on drugs, Farc guerril- 
las began to blockade towns and villages in 
Putumayo, Colombia's coca-growing heart- 
land in the south of the country. The armed 
forces did not respond, but the paramilitar- 
ies did. Up to 100 people may have been 
killed in Putumayo; food, medicine and pet- 





dn he run-up to the elections, but not nece 




















rolare running short. 
In the north-we 


half years. In арыы | їп Uraba, some 8 
guerrillas attacked the police station on Oc- 
tober 2oth. Five Blackhawk helicopters 
rying elite troops were sent from Medelli 
help the police; one was grounded by те 
chanical problems, and another crashed 
after small-arms fire killed the pilot. All 22 
troops on board were killed. The 60 sol 
in the other three helicopters managed to 
land, but were cut to pieces. | 

The shooting down of the Blackh 
helicopter was.a heavy blew to the securi 
forces. Blackhawks have ar: almost mythical 
status in Colombia, and are seen as just 
weapon to tackle the guerrillas. That th 
БАКС have managed to bring опе йо 
without: using the ground-to-air missiles 
they are known to have purchased on the. 
black market, is a considerable propaganda 
victory for them. 

The paramilitaries have been less visibl 



















`. sarily less active. in many regio! 
_. they have developed alliances wit! 
© orare the creation of, local politic 
“elites. Sometimes, because of the 
perceived weakness of the state, 
| they have been invited into these 
| areas to protect against guerrilla at- 
| tacks and kidnappings. 
^. «President Pastrana’s response to 
these setbacks has been to reaffirm 
< his commitment to peace talks with 
the rarc, launched two years ago. 
But the talks were frozen last mo 
after a captured rarc: leader hi- 
. jacked the plane that was transfer 
ring him toa new jail. He diverted it 
toa FARC safe haven created by thi 
government to facilitate peace. The 
FARC refuses to hand him back. 
After almost two years of ¢ 
cessions to the guerrillas, w! 
have been met only with record. 
els of violence, the government 
decided to stand firm on the issu 
is likely there will be compromis 
the end; Mr Pastrana has staked 
much on the peace process to tum 
back now. But the elections: will 
show, perhaps starkly, who seal 
calls the shots—in much of rural 
Colombia, at least. 
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Peru 


He's back 


he scene was out of a low-grade thriller. 

There was Alberto Fujimori, the presi- 
dent of Peru, flanked by armed aides and at- 
tended by sniffer-dogs, foraging around in 
the hills near Lima. He was looking, he said, 
for his spy chief, Vladimiro Montesinos, 
who had unexpectedly flown back to Peru 
on October 23rd from his exile in Panama. 
No, he did not want to arrest him; he just 
wanted to find where he was. And he would 
£o on looking (mostly in country clubs, up- 
market estates and military barracks) until 
he had tracked him down. 

Inacity crazed with conspiracy theories, 
few believed that Mr Fujimori's manhunt 
was much more than a bluff to impress the 
Organisation of American States, whose 
chief, Cesar Gaviria, had just flown into 
Lima in an effort to re-energise Peru's transi- 
tion to democracy. Last month, after Mr 
Montesinos had been revealed as corrupt 
and had left the country, Mr Fujimori said he 
would stand down himself next July, after 
new elections. Suddenly, after ten years of 
the president's autocratic rule, there was 
hope ofa fresh start. 

But progress towards democracy has 





HAVANA 


HEN, on October 18th, the United 

States Congress agreed to end 40 
years of sanctions on the sale of medicines 
to Cuba, the announcement had a slightly 
pathetic ring. For, despite those sanctions, 
Cuba has taken a lead in exporting both its 
doctors and its public-health system to the 
rest of Latin America. When Hurricane 
Mitch struck Honduras in 1998, 108 Cuban 
doctors went to help. At present, 2,000 Cu- 
ban doctors are estimated to be working in 
more than 50 countries. 

This diaspora seems extraordinary. 
Cubans at home lack basic medicines, and 
their hospital services survive partly 
thanks to donations from abroad. The 
health budget for this year includes $17.5m 
from European and Latin American NGOS, 
and the country is supported by donations 
of medicine and aid from international 
solidarity groups. But Cuba has never had 
a shortage of doctors; in fact, it has 66,000 of 
them, many working as taxi-drivers in or- 
der to get paid in dollars. And most of the 
hard-currency earnings of doctors work- 
ing abroad are creamed off by the Cuban 
government to boost the health-care bud- 
getat home. 
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The flying doctors of Cuba 


proved difficult. Last weekend, Mr Fuji- 
mori’s government said it would approve 
the election only if the opposition accepted a 
blanket amnesty for the armed forces. The 
purpose? To preventa witch-hunt, said min- 
isters; to protect corruption by Mr Montesi- 
nos and his cronies in the army, countered 
the opposition. 

Each side lacks the votes in Congress to 
approve constitutional changes. Into this 
deadlock flew Mr Montesinos. Some Peruvi- 
ans saw his arrival as an effort to bludgeon 
the opposition to accept the amnesty on 
pain of a military coup. Others saw it as a 
desperate last throw. The immediate reason 
was that Mr Montesinos's tourist visa was 
about to expire, and that Panama had re- 
fused to grant him either residence or politi- 
cal asylum. The spy chief himself claimed 
that guerrillas were about to kill him. 

As Mr Montesinos went to ground, and 
the president hunted for him, Peruvians 
(and foreign diplomats) tried to work out ex- 
actly where the balance of power lay. Some 
thought the split between Mr Fujimori and 
Mr Montesinos was real, and pointed to the 
arrest this week of a handful of apparently 
pro-Montesinos officers. But the men were 
soon released. Besides, if Mr Fujimori had 
not wanted his spy chief back, why had he 
allowed him to land and vanish? 

The president insists that he is still in 
charge, but power is ebbing from him. His 







Havana also boasts a new Latin Ameri- 
can Medical School, one of President Fidel 
Castro's long-cherished projects. It is 
housed in a former naval academy on the 
outskirts of Havana. Around 3,000 students 
attend the school from 19 different Latin 


E 2 , 
Poor but proud 


first vice-president (Peru has two), Francisco 
Tudela, resigned on October 23rd, appar- 
ently to protect his expected presidential 
candidacy from corrosive association with 
Mr Montesinos. The second vice-president, 
Ricardo Marquez, is said to be uneasy too. 
On Wednesday came one sign of pro- 
gress, at least. Under Mr Gaviria's urging, the 
government and opposition agreed that 
new elections would be held by April 8th. 
The amnesty would be discussed, but only 
as long as it was not a condition of holding 
the election. The opposition left the talks tri- 
umphant. But now—where was Mr Monte- 
sinos? And whose side was the army on? 
و‎ 





Bolivia 
Inca nation 


LA PAZ 


HE Altiplano, an arable plain 3,800 me- 

tres (12,500 feet) above sea level in the 
high Andes, has sustained life for more than 
4,000 years. Rural communities on the Alti- 
plano, which stretches into Chile and Peru as 
well as Bolivia, live much as their ancestors 
did, and speak the same Indian language. 
The deeds of Tupac Katari, an Indian leader 
who led a revolt against the Spanish in 
1781-83 and was dismembered for his trou- 
























American countries. The Cuban govern- 
ment provides free tuition for a six-year 
course, together with full board and lodg- 
ing. Again, this seems extraordinary for a 
cash-strapped country. But it offers rich 
propaganda pickings. 

Students from rich countries are sup- 
posed to come from the poorest regions, 
where people have little access to medical 
care. So Mr Castro, in the spirit of the 
school, has offered 500 scholarships to 
medical students from the poorest parts of 
the United States. Bennie Thompson, a 
black congressman from Mississippi, has 
eagerly embraced the offer of 250 places for 
American blacks, with the other 250 re- 
served for Latinos and Indians. (There are 
obviously no poor white Americans in Mr 
Castro's world.) 

During the им millennium summit 
last month in New York, another offer was 
made to send a number of Cuban doctors 
to Mississippi. Doctors are in short supply 
there, and plenty of people have no health 
insurance. A pretty uncivilised place, in 
fact. And the Cuban doctors would make a 
wonderfully cheeky advertisement for the 
health-care superiority of Mr Castro's is- 
land: provided that, unlike a number of 
Cuban doctors sent recently to Zimbabwe, 
Zambia and Venezuela, they did not take 
theopportunity to defect. 
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ble, are keenly remembered. He remains a 
potent symbol for the indigenous cause. 

Thelatest manifestation of this causeis a 
new political party, the Movimiento Pacha- 
cuti, meaning “revival”. “We must bring the 
smell of the coca leaf and the Indian people 
to parliament," says the party's self-ap- 
pointed leader, Felipe Quispe. Mr Quispe 
will formally set up the party on November 
14th, on the site where Tupac Katari died. 

Over the past year, the coca-chewing Mr 
Quispe has presided over Bolivia's rural 
peasant organisation, the csutcs (Confede- 
racion Sindical Unica de Trabajadores Cam- 
pesinos de Bolivia). As a mark of respect, he 
is referred to as Mallku (Condor). Under his 
leadership, the csutcs, which was first 
formed in 1979, has been revived as the voice 
of protest for dissatisfied highland Indians, 
and was largely responsible for co-ordinat- 
ing civil unrest around the parliament in 
April and again in September. Mr Quispe’s 
co-ordinated blockade of roads by thou- 
sands of rural farmers across the Altiplano 
copied, in fact, Tupac Katari’s strategy 
against the Spanish. On October 7th, the 
government and the csutcs reached a truce 
toend the conflict. 

The underlying cause of the unrestis that 
rural people remain deeply impoverished 
and poorly educated, even after 17 years of 
democratic government and 15 years of 
World Bank and tmr-backed structural re- 
forms. Successive governments have failed 
to address the needs of the rural poor, a hid- 
den, downtrodden and forgotten underclass 
who nonetheless comprise roughly 40% of 
the population. In general, too, the govern- 
ment in La Paz has lost the confidence of the 
people of the Altiplano. “We are governed 
by the whites [descendants of the Spanish 
conquistadores| who have stolen our power 
and land,” says Mr Quispe. Of Indians who 
have died in recent clashes with the armed 
forces, he says: "Our blood has been spilt 
and must be atoned for." 
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In fact, September's death toll of ten, in- 
cluding military casualties, was remarkably 
low. It reflects the government's patience in 
pursuing a peaceful resolution to the unrest, 
and President Hugo Banzer's fear of acting 
too strenuously. But the truce is fragile. Crit- 
ics say that the agreements to implement a 
range of economic measures, including a tax 
cut and increased spending on roads, will 
create some jobs but provide little relief for 
most people. Other agreements to revise 
laws on land reform and water rights, to re- 
duce their cost to the poor, are unlikely to be 
fulfilled within the promised 90 days. Coca- 
growers are again threatening road block- 
ades in an attempt to halt coca-eradication. 

After the truce, Mr Banzer shuffled his 
cabinet to give his government a fresh look. 
To the Altiplano Indians, it looks much the 
same. Elections are due in June 2002; and un- 
less there are stronger signals that the gov- 
ernment is prepared to do more for the rural 
poor, Mr Quispe's new Movimiento Pacha- 
cuti is likely to display its frustration in 
increasingly vigorous ways. 

— | 





Canada 


Tales out of 
school 


VANCOUVER 


ROM the 1880s until 1996, when the last 

school closed, about 100,000 native chil- 
dren attended 100 or so residential schools 
run by the main Christian churches all over 
Canada. The schools' purpose (originally, at 
least) was to transform these “savages” into 
“civilised”, productive citizens. Children 
were taken from their families and confined 
in remote institutions where they were 
poorly fed and clothed, indifferently taught, 
forced to work long hours and whipped if 
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they spoke their native languages. 

Over the years, native groups repeatedly 
protested about continued harsh treatment, 
but were ignored. Then, in 1990, the grand 
chief of the Assembly of First Nations, Phil 
Fontaine, spoke out publicly about the sex- 
ual abuse he had suffered at a residential 
school. Many others were emboldened to 
соте forward. A royal commission shed fur- 
ther light in 1996, documenting beatings, 
buggery and rape of male and female stu- 
dents by school staff over many years. Ten 
staff members were convicted. 

The scandal keeps on growing. Almost 
6,200 aboriginal people are now suing Can- 
ada’s federal government and the Roman 
Catholic, Anglican, United and Presbyterian 
churches for various sorts of abuse in the 
residential schools. Around 80 more are join- 
ing every month. But, as with many native 
issues, neither the government nor the pub- 
lic is getting heated about it. The press seems 
most concerned with whether the lawsuits 
will bankrupt the churches. 

Few cases have cometotrial. The govern- 
ment, which set the policy and financed the 
schools, has already paid C$27m ($18m) to 
settle about 300 claims out of court. The 
churches, which ran the schools under con- 
tract, are silent about their payouts, but out- 
spoken about the dire shape of their fi- 
nances. On October 15th, the Anglican 
diocese of Cariboo, in British Columbia’s in- 
terior, authorised its bishop and executive to 
wind up its affairs within a year. The diocese 
has already paid out one hefty damage 
award, and cannot manage any more; but 
lawsuits are still pending against it. 

The national office of the Anglican 
church, which had overall charge of its 
schools, expects that legal costs will also 
bankrupt it some time next year. The Roman 
Catholic church foresees the same fate for 
several of its religious orders, which ran 
about 60% of the schools in the system. 

The churches and the government have 
publicly apologised. The churches have also 
asked for forgiveness. But they aren't getting 
much. The natives are too full of hurt and 
anger. They blame the persistent high rates 
of divorce, alcoholism, sexual abuse and sui- 
cide in their communities on the trauma ex- 
perienced in those schools. Native leaders 
had hoped that the royal commission would 
irspire, as it recommended, a massive fed- 
eral effort at reconciliation. All they have got 
isa C$350m native-run “healing fund" (to be 
spent over ten years) to meet the needs of 
thousands of victims. 

Shortly before the start of the current na- 
tional election campaign, the prime minis- 
ter, Jean Chrétien, asked his deputy, Herb 
Gray, to meet church leaders in an attempt to 
find a solution that would be fair to all par- 
ties. Many natives will take that as a hopeful 
sign. Some 6,200 others are continuing with 
their lawsuits. 
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DESIAN town planners were a wily 
bunch. They made sure that black slums 
‘long way from the centre of town. 
ay, if there was a protest against white 
few road-blocks could stop the pro- 
sters from coming near the seat of govern- 
Robert Mugabe, the man who over- 
ew the old racist regime, must be grateful. 
|; Hedoesnotsound it: he has justdeclared 
that the old white leaders should be tried for 
genocide. But as Zimbabwe's 













Hefs widely hated. 
nships, or "high-den- 
burbs”, around Harare are 
ith angry people who 
ould dearly love to oust him. 
ess the bread riots that bat- 
red the capital last week. The 
were able to keep the 
out of stone-throwing 
e of his mansions. But for 
X ng 
| €: president may have 
bought himself some time by 
‘stealing the parliamentary elec 
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fit, the Zimbabwean 
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€ profusion as the jacaranda 
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juld close by Christmas. 
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off the riots in the townships. Mr Mugabe 
sent in his troops to punish the protesters. 
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door, dragging out anyone who looked 
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w long can Robert Mugabe hold on? 


imbabwe's tighter belts, and 
shorter tempers 


Mutare, an eastern city, оп October 23rd. 

As belts tighten, tempers shorten. Those 
whocannotafford bread currently eat sadza, 
a dull but filling maize paste. If maize grows 
too dear, Zimbabweans will go hungry. Alas, 
this is likely. The peasants who sold their 
maize surplus to the government in June 
have not been paid, so they have no cash to 
buy seeds or fertiliser. Shortages are ex- 
pected early next year. 


The mood in the cities is thunderous. If 
Mr Mugabe were foolish enough to walk 
around Mbare, a Harare slum that saw 
heavy rioting last week, he would hear views 
ranging from "Mugabe should step down” to 
"Mugabe should be prosecuted for murder”. 
Housewives, street-traders, nurses and sew- 
ing-machine operators all say that when the 
time comes they will rally against the presi- 
dent. It is harder to intimidate urban dissi- 
dents than peasants, because they live closer 
to large numbers of their friends, and their 
brick houses are harder to torch. 

Nationwide, Mr Mugabe is as popular as 


























October 25th hee the 
tion, a South Africa 
almost all Zimba Е 


resign. Even Zimba Е 
calling for a general strike. — 

But the main opposition party 
Movement for Democratic Change (M 
unsure what to do. The presidency is not U 
for election until 2002. мос leaders talk с 
“mass action" but hesitate toorganise бірт 
lies, for two reasons. First, they fear that M 
Mugabe will declare a state of emergenc 
and lock them all up. Second, they fear tha 
he will gun down their supporters. Mr ^ 
gebe did not flinch from murdering so 
20,000 dissidents: in. Matabeleland i the 
1980s, so this is no idle fear. 

In an attempt to remove th 
president peacefully, ће MDC 
started impeachment proce: 

- ings on October 2sth. The cas 
against Mr Mugabe is water 





speaker, who is one of Mr Mu 
gabe's closest allies. 
The best the mpc can rea 
. sonably hope for isto embarras 
the president with a parliam 
tary debate or his personal de 
fects, These include the per 
tent flouting of court orders, 
flamboyant corruption: of. 
relatives, the use of presiden 
| amnesties to free his hired thugs 
“-toterrorise the opposition an 
and. the dispatch of. 12. 
troops to a useless war in Cong 
without consulting the cabinet. 
‘Mr Mugabe responded t 
the impeachment measures b: 
threatening to prosecute w! 
Zimbabweans who fought against him i 
the independence war. He named twosenio 
mpc members, neither of whom did any; 
tual fighting. He also deciared that it. wa 
time to revoke the policy of reconciliation 
between black and white citizens. =; 
There is a danger that, ifthe mpc fails t 
co-ordinate urban protests, these will erup 
spontaneously, and turn violent. Some pe 
ple within the mpc accuse their leaders of | 
cowardice for not mobilising the township. 
crowds. But caution is in order. Mr Mugabei i 
ascunning as heis ruthless. 
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INTERNATIONAL 
Côte d'Ivoire 


Guei gone 


N THE shambolic aftermath of a deeply 

flawed election on October 22nd, Céte 
d'lvoire’s military ruler, General Robert 
Guei, and a civilian opposition candidate, 
Laurent Gbagbo, both declared victory. By 
October 25th, however, a popular uprising 
by Mr Gbagbo's supporters appeared to 
have driven General Guei out of the country 
and his soldiers from the streets. Mr Gbagbo 
then proclaimed himself president, an- 
nouncing the formation of a government of 
national unity. 

He said he would work for national 
reconciliation. Braving fire from troops loyal 
to General Guei, his supporters danced in 
the streets of Abidjan, the commercial capi- 
tal. They were joined by dissident soldiers, 
and by members of the paramilitary gen- 
darmerie, traditional rivals of the army. 
Later, the army chief of staff declared his al- 
legiance to the new president. 

The election was General Guei's attempt 
to gain a public mandate for his rule. When 
early results showed that he was notin front, 
soldiers invaded the headquarters of the 
electoral commission. The announcement of 
results was suspended. An official from the 
interior ministry declared the electoral com- 
mission disbanded, and General Guei the 
winner. “Massive fraud was noted,” de- 
clared the official ambiguously. 

Mr Gbagbo, in the lead when vote- 
counting was suspended, promptly de- 
clared himself the winner, and called on his 
supporters to take to the streets. They did, 
setting up barricades and marching on the 
city centre. At least 11 of them were reported 
killed by General Guei's soldiers, but they 
were not deterred. Early on October 25th, 
fighting broke out in the Akouedo barracks, 
eastof Abidjan, between rival army factions. 
That battle, too, appears to have been lost by 
General Guei, and by evening he was re- 
ported to have fled. 

Butit would be wrong tosee this uprising 
simply as a triumph of democracy over dic- 
tatorship, let alone believe that Mr Gbagbo 
can easily restore stability 10 Cóte d'Ivoire, a 
country once renowned for harmony and 
efficiency, the model of successful French 
decolonisation for almost 40 years. General 
Guei came to power in a largely bloodless 
coup last December which overthrew an in- 
effective president, Henri Konan Bédié. At 
the time it was assumed that he would allow 
Alassane Ouattara, a popular northern Mus- 
lim politician, to stand for the presidency. 
Instead, General Guei drew up a new con- 
stitution, carefully worded to exclude Mr 
Ouattara on the grounds that his parents 
were not both Ivorean. 

Playing the Ivorité card has poisoned the 
country’s traditional ethnic harmony. All 
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those not of "pure" Ivorean 
parentage—mainly Muslim 
immigrants from Côte 
d'Ivoires — neighbours—are 
now subject to discrimination 
and even assault. 

The exclusion of Mr Ouat- 
tara and other candidates 
means that Mr Gbagbo's vic- 
tory will not be accepted inter- 
nationally or within Côte 
d'Ivoire. Most northerners 
boycotted theelection,and Mr 
Ouattara and his supporters 
are already calling for a new one. So are sev- 
eral African governments. In response, sol- 
diers attacked his house on Thursday morn- 
ing and he took refuge in the German 
ambassador's residence. 

Mr Gbagbo may be the hero of the hour, 
but he too has played the nationalist Ivorité 
card, supporting the exclusion of Mr Ouat- 
tara just as cynically as General Guei. For the 
moment, he is the only person with a credi- 





Gbagbo, today's hero 


ble mandate—so long as the 
soldiers allow him to exercise 
it. The army, particularly at 
the level of junior officers, is 
deeply divided. Junior offi- 
cers were behind General 
Guei's coup, but they then 
ceded power to their seniors. 
However, the junior officers 
have shown no sign of want- 
ingto return to barracks. If Mr 
Gbagbo is sincere about na- 
tional reconciliation, he 
should call new elections to 
allow theexcluded candidates to stand. 
Otherwise the soldiers may decide to ex- 
ploit the political divisions. If Cóte d'Ivoire 
goes down that road, it—and the region— 
would be pitched down a spiral of political 
and economic catastrophe. If its immigrants 
should flee—and up to half its 15m people 
could be considered immigrants—its neigh- 
bours would be faced with an unmanage- 
able refugee crisis. 
a 





Middle East 


The spreading of Palestine's war 


CAIRO 


Arab leaders are fearful of being drawn into the Palestinian mayhem 


S THE Middle East skidding towards a 

wider conflict? This is what many Arabs 
and some Israelis have begun to think. On 
October 2oth, Bill Clinton's 48-hour dead- 
line for "ending the violence" in the occu- 
pied territories went up in flames. On Octo- 
ber 22nd, the Arab leaders, meeting in Cairo, 
issued a sound-and-fury statement that did 
nothing to slake the anger of its peoples, let 
alone Palestinian rage. In Israel the army said 
it was hunkering down, perhaps for “a year- 
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Daytime war; at night the guns come out 


long conflict" in the West Bank and Gaza. 
The chances of regional war were greater 
than they had been, ventured a spokesman. 

The new Palestinian intifada is rapidly 
assuming the form of a serious anti-colonial 
revolt. The Palestinian toll, after the first 
three weeks of clashes, was 125 dead, and 
5,000 wounded. This far exceeds the casual- 
ties in the first three months of the original 
intifada which started in December 1987. In 
other ways, too, there are crucial differences 
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between these two Palestinian uprisings. 

During the day, Palestinian youths con- 
front Israeli soldiers with rocks and Molo- 
tov-cocktails, and are met with heavy con- 
centrations of live ammunition. At night, the 
Palestinians are increasingly using guns too, 
spraying soldiers and settlements in or near 
their cities of Gaza, Ramallah, Hebron and 
Nablus. After two nights of Palestinian firing 
on theGilo settlement in occupied East Jeru- 
salem, the Israeli army used tanks and heli- 
copter gunships to hit targets in Beit Jala (a 
Palestinian village whose land was taken to 
build Gilo) and Bethlehem. Sometimes the 
army forewarns the inhabitants, sometimes 
not. On October 24th, the army announced 
threateningly that, should the firing con- 
tinue, it would “re-enter” Beit Jala. 


Cautious summiteers 


Against these events, the Arab summit, the 
first to be convened in four years, seemed a 
throwback to another age, when conflict 
was threatened but “a just and comprehen- 
sive peace” was the order of the day. The 
summit's statement lambasted Israeli “bar- 
barism” in the occupied territories and 
called for an international tribunal to try Is- 
raeli generals as “war criminals”. It forked 
out $1 billion in conscience money to the Pal- 
estinians, and vowed that there could be no 
lasting peace “unless East Jerusalem is re- 
stored to full Palestinian sovereignty”. 

But the statement called for no action. 
No new diplomatic or economic relations 
would be established between the Arabs 
and Israel, it said. The state of the existing 
ones, including Egypt's and Jordan's peace 
treaties with Israel, would be for the coun- 
tries themselves to consider. The Palestin- 
ians were not alone in denouncing this 
“submissiveness”. Libya walked out in prot- 
est,and students across the region staged de- 
monstrations demanding tougher action. 

President Hosni Mubarak of Egypt had 
to stake his prestige in arguing that sterner 
moves could be counter-productive. He ar- 
gued that since only Israel could end the vio- 
lence, by lifting its siege of Palestinian re- 
gions and returning to the negotiating table, 
having Egypt's and Jordan’s ambassadors in 
place there could help provide a way out of 
the mess. “We are waiting for responsible re- 
sponse from the other side,” said Mr Muba- 
rak at the end of the summit. 

But Ehud Barak proved more responsive 
to hisown restive constituents than to feelers 
put out by Arab moderates. Condemning 
the summit's “language of threats", Israel's 
prime minister announced a unilateral 
“time-out” from the peace process. Perhaps 
asa consequence, Morocco followed Tunisia 
in cutting its low-level ties with Israel. 

Adding to Arab fears, Mr Barak appears 
to be dusting off the idea of “unilateral sepa- 
ration” between the two peoples, which 
would mean Israel fencing in Palestinian en- 
claves while annexing the main clusters of 
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Jewish settlements, particularly those 
around Jerusalem. This, say the Arabs, 
would amount to Israel imposing by force of 
arms the deal it tried to win at the Camp Da- 
vid summit in July by force of argument. 

Any such settlement is fiercely opposed 
by the emerging leadership of the intifada. 
This is a loose group that calls itself the Na- 
tional and Islamic Forces. Driven by the tan- 
zimactivistsof Mr Arafat's Fatah movement, 
itisalso supported by Hamas. The intifada's 
aim, rehearsed in all the group's leaflets, is to 
change the basis for future negotiations. 
They want the slow, incremental approach 
that American mediators have sponsored 
since the 1993 Oslo agreement to be 
scrapped, and instead demand a return to 
the original uN Security Council resolutions 
that called on Israel to withdraw from occu- 
pied territory. 

Other Arabs, too, are alarmed by Israeli 
unilateralism. If it goes ahead, said an Egyp- 
tian diplomat, “її would mean the de facto 
severance of all diplomatic relations." It 
could also, some Arabs fear, lead to armed 
action beyond the occupied territories. 

This would not be war: Israel's immense 
military superiority rules that out. But the 
time, suggests a veteran Egyptian analyst, 
"has never been riper for Israel to launch a 
devastating strike." The pretext could be 
Iraq's reported military build-up on the Jor- 
danian border; the target could be Syria's 
new leader. The aim, he says, would be to re- 
store faith in Israel's “deterrent capability", 
and send a message to the Arabs to make the 
Palestinians minimise their demands, “ Is- 
rael is aware", he added, "that what most 
concerns the Arab regimes is not Jerusalem, 
still less Palestine. It is their own survival.” 





United Nations and refugees 


Ruud surprise 


gs (= PACKING my bags for New York," 
said a surprised Ruud Lubbers, a for- 
mer Dutch prime minister, this week. Cho- 
senasthe new High Commissioner for Refu- 
gees (UNHCR), he is an untipped outsider 
with little experience of working with refu- 
gees. How much ofa punch will he pack? 

He arrives after a rancorous selection 
process. The agency's staff, non-govern- 
mental organisations, and countries with 
large numbers of refugees had almost no say 
in the decision. It was hammered out be- 
tween America, Japan and Europe (the three 
regions that provide 95% of the agency's 
money) and Kofi Annan, the им” secretary- 
general. It seems that Mr Lubbers may have 
got the job because the Netherlands gave the 
agency $38m last year—and it was a Dutch- 
man's tum. Mr Lubbers was even second 
choice in the Netherlands itself, after Jan 
Pronk, a more dynamic minister who, it 
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Lubbers, mediating a get-away? 


seems, was blocked by other donors. 

But Mr Lubbers, aged 61, does bring high- 
level political experience. He was prime 
minister for 12 years, between 1982 and 1994, 
and was a leading contender for the top job 
at NATO in 1995. He is seen as a safer pair of 
hands than the “egomaniacs” he defeated: 
for some people, that word applies to both 
Bernard Kouchner, a Frenchman who now 
runs UN operations in Kosovo, and Sergio de 
Mello, a Brazilian who looks after East Ti- 
mor. Dr Kouchner failed, despite French lob- 
bying, because he is seen as too abrasive. Mr 
ce Mello, despite being everyone’s second 
choice, was at a disadvantage in not being 
from a donor country. 

The refugee agency, which has an an- 
nual budget of more than $1 billion, is the 
most politically active of the un’s agencies. It 
has been hard at work in most of the wars of 
the past decade: in the Balkans, in west and 
central Africa, and in Central Asia. Its impor- 
tance will continue, and perhaps expand. 
The displacement of civilians, once a semi- 
accident of war, has now become one of the 
main goals of warring parties. Worldwide, 
there are now 14m refugees (those who have 
crossed an international border) and 21m in- 
ternally displaced people (1pps). 

Mr Lubbers is an outsider, but so was Sa- 
dako Ogata, the current high commissioner, 
when she took the job in 1991. Under her 
reign the agency's role has grown. The 
UNHCR was set up, nearly 50 years ago, ex- 
plicitly to protect cross-border refugees. But 
it now takes on broader duties in feeding 
and sheltering the locally displaced. “The 
refugees are our mandate,” Mrs Ogata said 
last week. “But with wars changing, we ex- 
tend what we do. [In Yugoslavia] it started 
with pps. We foresaw that internal borders 
would become international borders. In Af- 
rica, the number of refugees is large, but the 
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number of prs is huge. We cannot be 
responsible for all of them [and] sometimes 
1рР$ are much worse off than the refugees.” 

Her comments echo those of Richard 
Holbrooke, now America's ambassador to 
the un, who earlier this year called on the 
UNHCR to care for all displaced people, not 
only those who cross borders. Some see this 
as a renewal of the campaign, led two years 
agoby Mr Annan,to make the agency an all- 
round humanitarian body. That failed be- 
cause of quarrels inside the uw, and fear of 
outside intervention in a country's affairs. 
Mr Lubbers's approach to the question will 
be watched with interest. 

He will also have to deal with European 
demands that the 1951 convention on refu- 
gees be rewritten. Some European govern- 
ments want their legal responsibilities to- 
wards refugees reduced so that they can 
more easily expel economic migrants seek- 
ing asylum. Mr Lubbers may find himself 
having to mediate between the wishes of his 
paymasters and the interests of his clients. 
ee Й 





Iran and Iraq 


No love lost 


TEHRAN 


ID the three-day visit to Iraq earlier this 

month by Kamal Kharrazi, Iran's foreign 
minister, begin a healing of wounds? Proba- 
bly not. Ever since 1980, when Saddam Hus- 
sein invaded Iran, starting a war that lasted 
eight devastating years and ended only 
when both sides were too exhausted to go 
on, the two countries have loathed each 
other. They will probably continue to do so. 
Last weekend, Tehran was twice hit by mor- 
tar bombs believed to have been launched 
by the People’s Mujahideen (мко), the 
armed opposition group billeted in, and 
armed by, Iraq. Iran's Revolutionary Guards 
are thought to help Mr Hussein's opponents 
launch similar attacks on Iraq. 

There are other, less dramatic, disagree- 
ments. Iraq rejects Iran's demands for war 
reparations, and both sides claim that the 
other is still holding prisoners-of-war. In the 
past two years, the Red Cross has repatriated 
10,000 Iraqi prisoners held in Iran, and a 
handful the other way. Moreover, Iran re- 
fuses to hand over up to 100 military aircraft 
that the Iragis unwisely flew across the bor- 
der for safekeeping during the 1991 Gulf war. 

When the Iraqis feel prickly, they restrict 
the access of would-be Iranian pilgrims to 
Shia Muslim holy sites in their territory. In 
response, Iran—which has made a big show 
of abiding by un sanctions against Iraq— 
stops levyinga "toll" on ships bearing smug- 
gled Iraqi oil through Iranian waters in the 
Gulf, and impounds them instead. It has 
done so twice this year. 

Add toall this theold hostility of Persian 
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Pink coral into grey rubble 


ARINE biologists, studying the 

death of coral reefs in the Indian 
Ocean—stretching from South Africa to 
India, plus all those islands—have pro- 
vided dramatic evidence of global warm- 
ing. In the past, news of this kind has 
tended to be kept secret for fear of scaring 
away the tourists who pay to dive, swim 
and snorkel among the corals. But a study 
published this week, “Coral Reef Deg- 
radation in the Indian Ocean" (сокото), 
concludes that 50-95% of the ocean’s coral 
reefs have died in the past two years. 

“А large part of the most diverse eco- 
system on the planet has simply tipped 
over, says Olof Linden, the report's 
Swedish co-editor. Coral reefs are an es- 
sential element in the food chain for 
coastal people, providing nurseries for 
fish and shallow hunting-grounds for 
fishing boats. In Kenya, Tanzania, the Sey- 
chelles,Sri Lanka and elsewhere, the death 
of the reefs has already had an economic 
impact. In the Maldives, reports CORDIO, 
it cost the economy $63m in 1998-99. 

Tourists, who come searching for 
brightly coloured reefs, turn away in dis- 
may from piles of unsightly grey rubble. 





The coral turns white when it expels the 
minuteorganisms that live within its hard 
limestone core. These cannot tolerate a 
rise in sea temperature of over 1-2'c (2-4'F) 
for more than a few weeks. In 1998, the 
temperature around the Seychelles was 
зс above seasonal norms for several 
weeks, Sometimes, bleached coral recov- 
ers but, in the past year, large sections of 
coastal reefs in the ocean have broken 
down and collapsed. Damage is reported 
widely, including off the East African 
coast and the Chagos archipelago. 

The corpro study, which is sup- 
ported by the World Bank, the World 
Wide Fund for Nature and Scandinavian 
governments, comes out at the same time 
as the world’s largest gathering of coral ex- 
perts, more than 1,000 of them, meet in 
Bali for a symposium. One of the issues 
being discussed is the impact of reef de- 
struction on coastal erosion. Some 3m 
people living in western Pacific islands are 
threatened by rising seas, a threat which 
will be exacerbated by reef decline. So far, 
corals in the Pacific have not been as se- 
verely affected as in the Indian Ocean. But 
this could be a matter only of time. 














But what nastiness is awaiting her now? 
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to Arab, and the more recent antipathy of 
Iran's Shia theocracy towards Iraq's Sunni- 
dominated dictatorship, and it is little sur- 
prise that Mr Kharrazi returned to Tehran 
with nothing more than an assurance from 
Saeed Sahhaf, his Iraqi counterpart, that Ira- 
nian pilgrims could once again have access 
to sites in Iraq, and a promise to talk at a 
lower level aboutother disagreements. 

It would be wrong, however, to dismiss 
Mr Kharrazi's trip as theatre. If there had 
been any sort of deal restricting the activities 
of the Mko, it would have been reached 
without fanfare. Besides, by responding to 


Iraq'sovertures, the first Iranian foreign min- 
ister to visit Baghdad since 1990—albeit with 
the approval of the ом sanctions commit- 
tee—has done Iraq's president a consider- 
able diplomatic favour. 

His trip should be seen in the context of 
the policy of being relatively polite to all 
Arab regimes that President Muhammad 
Khatami has pursued since hiselection three 
years ago. His decision to extend this policy 
to Iraq was logical. But Iranian hardliners do 
not much care for Mr Khatami's pursuit of 
detente—and they, in the end, call the tune. 
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t? We did. Photonic switching from 


Agilent can deliver the wide-open speed 


of an all-optical network by bending light 


with bubbles. Bottlenecks are broken. 
Fiber is uncorked. Data flows like, well, 


you know. Cheers. 


25. Agilent Technologies 
j Innovating the HP Way 


Agilent Technologies is a new company 
composed of the former Hewlett-Packard 
test and measurement, chemical analysis, 
semiconductor components and medical 
products businesses. www.agilent.com 





We develop innovative products for health and nutrition. 


So that the miracle of life wil 


Everyone wishes to live a long and healthy life. At Aventis, an innovative leader in the 
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fields of health and nutrition, we аге committed to improving the quality of life for people of all ages. | 
Because it is important to live, not only longer, but better. This requires our broad range of knowledge and 


i experience. We utilize traditional approaches in research and every opportunity the latest technologies K 5 | 
f offer. We are developing innovative pharmaceuticals, vaccines and plasma proteins, as well as advanced | "ai ei А 
р crop protection and improved plant production. So that everyone can live a long and better life. A ; | 
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А Aventis, Strasbourg (France), is listed on the stock exchanges in Paris, Frankfurt and New York. www.aventis.com | І І 1 
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Introduce yourself to 
the newest way of flying 
to Europe's aldest sights 

Our brand new fleet of 
Airbus aircraft flies to seven 
European destinations — 
Frankfurt, London, 
Milan, Paris, Rome, 
Stockholm and Zurich 
Each seat features 

its own personal 
television and phone 
And in business class 
you can choose 

from 42 different 

videos on demand. 
What's more, our 

inflight menu offers a 
selection of irresistible 
international dishes, 
featuring the best in new 
and old world creations 

For reservations and 

flight information, 

please call your local 
SriLankan Airlines office or 
contact your travel agent. 
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Eyes on Kosovo, again 


PRISTINA AND SKOPJE 


While Yugoslavia's new president consolidates his power, this week's Balkan 
focus is shifting back to Kosovo, where upcoming elections could once more 
alter the West's calculations for the region 


EITHER Yugoslavia's new leader, Vojis- 

lav Kostunica, nor the most widely re- 
spected politician in Kosovo, Ibrahim Ru- 
£ova, would relish being compared with one 
another, but it is hard to ignore the similar- 
ities. As citizens of the dying Yugoslav fed- 
eration start considering how they mightlive 
together peacefully, these two old-fash- 
ioned academics, representing all that was 
fusty but comparatively decent about intel- 
lectual life in Marshal Tito's country, have 
been embraced, albeit cautiously, by the 
more sensible youngsters on both sides of 
their ethnic wall who hope to escape the vi- 
cious Balkan circle of crime and war. 

Mr Rugova, a French-educated profes- 
sor of literature, has never claimed to be a 
crowd-pleaser. But this awkward, retiring 
man was mobbed like a rock star by 20,000 
people, at least half of them under зо, when 
he appeared at an election rally in the sta- 
dium this week in Pristina, Kosovo's capital. 
Like every candidate in Kosovo's local elec- 
tions, due on October 28th, Mr Rugova re- 
fused to discuss any future for the bitterly 
contested province, now guarded by 43,000 
peacekeepers from 31 countries, save full in- 
dependence from Serbia. 

Richard Holbrooke, the American am- 
bassador to the uN and veteran Balkan trou- 
ble-shooter, fed those hopes by making a 
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Is Kosovo's Rugova compatible... 
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tantalising promise, during a stopover in 
Pristina, that negotiations on Kosovo's final 
status would start in the near future. Most 
European policymakers, on the other hand, 
still believe it is too soon to bridge apparently 
irreconcilable differences between most Al- 
banians and most Serbs about where Ko- 
sovo ultimately belongs. 

In any case, the difference between Mr 
Rugova and other contenders for power in 
Kosovo has more to do with style than ulti- 
mate policy goals. For middle-class Kosovars 
who lived modestly but respectably in the 
1980s, before Serbia suppressed their auton- 
omy, and apparently for many of their chil- 
dren as well, the pacifist Mr Rugova is more 
attractive than the swaggering ex-guerrillas 
of the Kosovo Liberation Army (KLA). 

His moderate party, which led a cam- 
paign of non-violent resistance to Serbian 
rule for much of the last decade, is expected 
to win about half the vote in the forthcoming 
ballot. Watchers from the un reckon that the 
two main ex-KLA parties, several of whose 
leading lights have close links with the illegal 
trade in guns and drugs, might get a com- 
bined total of 20% or so. 

In Belgrade, meanwhile, the newly 
elected president has received a friendly 
warning from leaders of the student move- 
ment Otpor (Resistance), whose street prot- 





...with Yugoslavia's Kostunica? 


ests were an important part of his campaign 
to end more than a decade of misrule by his 
predecessor, Slobodan Milosevic. As posters 
appeared around thecity with the enigmatic 
s.ogan “We are watching you”, Otpor's lead- 
ers said they would give Mr Kostunica, a law 
lecturer and moderate nationalist, 100 days 
to make good on his promises to sweep the 
old guard out of power and establish a 
democratic society; otherwise they would 
withdraw support and start directing their 
youthful anger against thenew incumbents. 

Given that he was propelled to power by 
a broad range of constituencies, from ethnic 
minorities to disaffected members of the se- 
curity forces, the new Yugoslav president 
cannot avoid disappointing some of them. 
But after barely three weeks in office, he is 
not doing badly. The sound of ice breaking 
was audible all over the Balkans this week as 
he restored diplomatic relations with neigh- 
bouring countries and the western world. 

Ona landmark visit toSarajevo, Mr Kos- 
tunica assured the authorities, both local 
and intemational, that he was prepared to 
recognise unconditionally the indepen- 
dence and territorial integrity of Bosnia—de- 
spite the attachment felt by nationalist Serbs, 
including himself, to the republic’s eastern, 
Serb-dominated half. 

The new president also admitted, more 
cpenly than before, that “crimes” were com- 
mitted against other nations by the Milos- 
evic regime during the four wars which fol- 
lowed old Yugoslavia’s disintegration. “Iam 
ready to accept the guilt for all those people 
who have been killed,” he told an American 
interviewer. “For what Milosevic has done, 
and as a Serb, I will take responsibility for 
many of these crimes,” he added, in com- 
ments that seemed to mark a significant step 
towards convincing his compatriots to face 
up to the evils perpetrated in their name. 

A few days later, on Octo- 
ber 25th, Mr Kostunica and Mr 
Holbrooke co-starred at an- 
other ground-breaking Balkan 
event: a summit of regional 
leaders in Skopje, Macedonia’s 
capital, whose main impor- 
tance lay in the mere fact that 
Yugoslavia's leader was not a 
pariah but a more-or-less wel- 
come guest. 

Still, the mere fact that 
many people in Serbia proper 
and Kosovo have given their 
backing to respectable politi- 
cians who believe in law, not 
war, will not bring magic solu- 
tions to the region’s long-term 
challenge: finding terms on 
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which Slavs, Albanians and others can co- 
existin the southern Balkans. 

Events in Serbia and Kosovo are being 
watched closely in Skopje, both by the Slavic 
majority and the ethnic Albanian minority 
(which officially numbers 23%, but may in 
fact be closer to 35%), and in Albania proper, 
where politics has been calmer than usual. 
This month Albania's ex-communist Social- 
ists did well in local elections, taking control 
of Tirana, the capital, from the right—with- 
out fomenting the chaos and bloodshed that 
have hitherto accompanied political rivalry 
in thatcountry. Albania's prime minister, Ilir 
Meta, is a careful sort, nervous about vio- 
lence in Kosovo spilling over into Albania. 

The ethnic Albanian-dominated areas 
of Macedonia have done well out of Kosovo, 
thanks to investment by wealthy Kosovars 
and a flourishing cross-border trade in 
everything from vegetables to building ma- 
terials to drugs. Politicians in Tetovo, an Al- 
banian-speaking Macedonian town which 
is abuzz with commercial activity, say they 


would welcome the prospect of Kosovo en- 
joying an increasing measure of indepen- 
dence under international protection. A 
similar mood of optimism is discernible 
among teachers at Tetovo's Albanian-lan- 
guage university, which will open next year 
after the grudging consent of Macedonia's 
Slavic leadership and heavy international 
pressure. 

But the Macedonian Slavs and the coun- 
try's prime minister, Ljubcho Georgievski, 
are nervous about the prospect of an auton- 
omous, let alone independent, Kosovo, 
whether itis led by Mr Rugova or by his gun- 
toting rivals. More immediately, Mr Georgi- 
evski’s government, like many others in the 
region, fears that the advent of a more decent 
government in Belgrade may prompt west- 
ern governments to take their eye off the Bal- 
kan ball and start overhastily to reduce their 
troops. 

Those fears were recently exacerbated 
when Condoleezza Rice, an adviser to 
George W. Bush, the Republican presidential 


contender, suggested that keeping 1,000 
troops in the Balkans was proving to be one 
burden too many for America’s 500,000- 
strong army. Whoever serves as the Balkans’ 
gendarme needs to stay for many years yet. 





Turkey, Greece and the EU 


Aegean rumpus 


BRUSSELS 


T FIRST glance, this was just another in a 
ong line of tiresome territorial spats be- 
tween Greeks and Turks who know that ac- 
tually coming to blows would benefit nei- 
ther of them. All the same, Greece’s decision 
to pull its forces out of a joint NATO exercise 
in the Aegean Sea this week could be a sign of 
something bigger—a clouding of Turkey’s 
hopes of joining the European Union. 
When Operation Destined Glory 2000 
began on October 9th, the landing of 130 





Fresh hope for Bulgaria 


SOFIA 


ORE than most countries, Bulgaria 

has cause to cheer Slobodan Milos- 
evic's fall. Its foreign minister, Nadezhda 
Mihailova, reckons her country has lost $6 
billion thanks to the troubles, economic 
sanctions included, that have afflicted 
what is left of Yugoslavia—and by 
extension its neighbours. Romania, 
another of them, says it has lost at 
least $7 billion. 

Now both Bulgaria and Roma- 
niaare worrying lest the cash prom- 
ised to them by the West is diverted 
to Yugoslavia, especially Serbia, in- 
stead. Not so, says Bodo Hombach, 
the German who, under the е0? ae- 
gis, oversees a “stability pact" to res- 
cue the Balkans. All the pact's plans, 
for such things as a "transport corri- 
dor" from Albania through Mac- 
edonia to Bulgaria, will go ahead, Mr 
Hombach recently declared in So- 
fia, Bulgaria's capital. 

Ivan Kostov, prime minister of 
Bulgaria's centre-right coalition govern- 
ment, brightened when Mr Hombach an- 
nounced that Vojislav Kostunica, Yugo- 
slavia's new president, was insisting that 
the blockade of the Danube should be 
lifted at once. Mr Milosevic's determina- 
tion to keep the Danubeclosed to shipping, 
thus reminding everyone that it was NATO 
that had destroyed the bridges over the 
river duringlast year's bombing campaign, 
badly hurt Bulgaria and Romania. 

Serbia and Bulgaria, which fought a 
nasty war against each other in 1885, have 





in recent years had little chance to get along 
well. Mr Milosevic was already in power 
when the Bulgarians kicked out their hard- 
line communist regime in 1989. Back then, 
the Bulgarians regarded Belgrade, Serbia's 
capital, with its comparatively well- 





Not so bad to be a Bulgar, these days 


stocked shops and amenities, as more or 
less part of the West. “Everyone just as- 
sumed it would lead the Balkans," recalls 
Deyan Kiuranov, a pundit at Bulgaria's 
Centre for Liberal Strategies. But things 
changed. “Ву 1996 it was clear, just from 
walkingdown the street, that Sofia, and not 
Belgrade, was the more open city." 

The Bulgarians concede that Yugo- 
slavia still has a bigger economy. But the 
gap has closed. And in politics Bulgaria is 
now far ahead. In particular, after a num- 
ber of hiccups in the mid-1990s, it is 


steadily advancing towards membership 
of both the eu and, it hopes, NATO. "We've 
proved we can be a serious and trustwor- 
thy partner, says Bulgaria's reform- 
minded president, Petar Stoyanov. Bul- 
garia has applauded Mr Kostunica’s ad- 
vent to power. But Mr Stoyanov says that 
NATO's forces must stay in Kosovo, to 
“guarantee Balkan stability”. And he ad- 
vises Mr Kostunica to dispatch Mr Milos- 
evic to the war-crimes tribunal in 
The Hague as soon as possible. Mr 
Kostov is particularly keen that 
Yugoslavia’s new leader should 
treat the country’s 60,000 ethnic 
Bulgarians better. 

Such views point up the switch 
in Bulgaria’s foreign policy. It has 
distanced itself from Russia, once its 
patron, and has renounced its terri- 
torial claims on large parts of Mac- 
edonia, whose language is close to 
Bulgarian. Some Bulgarians would 
like their country to help form aclub 
of Balkan countries that could to- 
gether argue for a 20-year freeze on 
foreign debt in return for demilitar- 
isation and tying their currencies, as 
Bulgaria has already done, to the euro. 

If democracy does take hold in Yugo- 
slavia, Bulgaria should benefit fast. Tour- 
ism, which shrank by one-third in the 
wake of last year’s bombing campaign 
against Serbia, is expected to grow. Road 
and river traffic will again pass through 
Yugoslavia, lowering the costs of Bulgarian 
trade. Bulgarian building firms are well 
placed to win contracts in Yugoslavia. And 
Bulgaria’s oil refinery in Bourgas, on the 
Black Sea, could become a major supplier 
to Yugoslavia. 
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Greek marineson Turkish soil, the stationing 
of six Greek jet fighters at a Turkish airbase 
and visits by two Greek frigates to a Turkish 
port were all hailed as a breakthrough. But 
the goodwill, carefully fostered in the past 
year by the two countries' foreign ministers, 
Ismail Cem and George Papandreou, was 
badly strained when an old argument broke 
out between their general staffs over 
whether Greek fighters could fly over the 
Greek islands of Lemnos and Ikaria, in the 
Aegean Sea, which Turkey feels should be 
demilitarised. 

The Turks said they should not fly over 
them—and tailed some Greek planes which 
did so. Greece then promptly withdrew 
from the exercise. To make matters worse, re- 
cently supplied Russian-made anti-aircraft 
missiles locked on to Turkish planes that 
flew close to the Greek-controlled part of 
Cyprus, the island that has been unhappily 
divided between Greeks and Turks since 
1974. And Greece complained that its fight- 
ers were buzzed by Turkish ones while en 
route to Cyprus. 

The two countries last fell out over the 
sea that divides them in 1996, when they 
threatened war over an uninhabited out- 
crop of Aegean rock. But last year, following 
earthquakes in both countries, which in- 
spired the two peoples to help each other, re- 
lations warmed dramatically. This, in turn, 
helped to have Turkey put back into the seri- 
ous running as a candidate for eu member- 
ship, though it has yet to reach the stage 
where formal negotiations can begin. On 
November 8th, the European Commission is 
due to unveil a long-awaited “accession 
partnership agreement’, along with a regu- 
lar reporton Turkey's readiness for member- 
ship. Turkish diplomats say they fear Greece 
may now again try to persuade the commis- 
sion toinclude tougher conditions, including 
a resolution of their Aegean disputes and a 
settlement for Cyprus. 

Since the 15 countries currently in the EU 
agreedin Finland last December that Turkey 
would, in principle, be treated by the same 
yardstick that applies to the other dozen- 
odd countries seeking to join the club, peo- 
ple in the commission say that Turkey has 
begun to tackle some of the necessary re- 
forms, at least on the economic front. Turkey 
already has a customs union with the EU; its 
government has set up high-powered com- 
mittees to screen its national laws to ensure 
they meet £u standards. 

On the vexed questions of human rights, 
judicial independence and torture, the peo- 
ple who run the department in Brussels that 
oversees negotiations with would-be mem- 
ber countries argue, somewhat wishfully, 
that Turkey has improved, especially since 
Ahmet Necdet Sezer, a constitutional law- 
yer, became president earlier this year. 

In Ankara, those who are keenest for 
Tudey tojoin the eu suspect that their coun- 
try's generals are quietly pleased with the 
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bad tum in relations with Greece. For many 
military men dislike several conditions likely 
to be re-emphasised in the so-called “road 
map” expected out on November 8th, such 
as the requirement that soldiers be kept out 
of politics and that ethnic minorities (read 
Kurds) be treated better. 

Meanwhile, most people in government 
are trying to play the rumpus down. “This 
confirms that we must insist on Turkey’s 
European course as the only possible path 
towards the normalisation of our relations”, 
says a studiously measured statement issued 
by Mr Papandreou. Even the Greek defence 
minister sounded quite reticent, by his often 
bellicose standards: his ministry has di- 
rected most of its criticism at the NATO top 
brass rather than at Turkey itself. 


—— a 





Ajaria 
Nuttily naughty 


LEAMING white marble is an uncom- 

mon sight in post-communist nursery 
schools. Crumbling concrete is the norm. But 
then Ajaria, an autonomous part of Georgia, 
at the south-eastern comer of the Black Sea, 
isan uncommon place. 

The oddness unfolds during the official 
tour for foreigners of the capital, Batumi. This 
features a newly built goat farm, a chess pal- 
ace and a remarkable new kindergarten, re- 
plete with gym, language laboratory, com- 
puter salon and swimming pool. Keep your 
eyes on the Italian marble, 
and itis not completely fanci- 
ful to think that chaotic, im- 
poverished Georgia—or at 
least this bit of it—could one 
day fulfil its stated desire to 
join the eu. 

The company that puts 
up these puzzle palaces is 
owned by the president's 
son. Indeed, the most signal 
feature of Ajaria is that the 





tial ego is just as visible. The prize product, 
now undergoing sea trials, is the Tornado, a 
naval cutter with a machine-gun on the 
deck, a snazzy galley-cum-cocktail lounge 
fitted out in the president's favourite white 
leather, and a claimed top speed of покрћ 
(68mph). Its price, $1.2m, compares strikingly 
with the republic’s annual state budget of 
$60m. The president likes receiving official 
guests in speedboats. His current one is not 
grand enough. The kindergarten cost only 
$im. 

Breaking reluctantly away from a video 
of the plumbing fixtures at a newly built 
mother-and-baby centre in a remote bit of 
his fief, Mr Abashidze insists he is not ex- 
travagant. “I want to show people how they 
are going to live in the future,” he says. Ajar- 
ians are certainly grateful to him for keeping 
their patch of Georgia out of the civil wars 
that racked the Caucasus in the 1990s. And 
by the miserable standards of the rest of the 
region, things work comparatively well: sal- 
aries are paid on time; electricity and heating 
function quite often. 

In any event, hardly any foreigners in- 
vest. An attempt by Hillary Clinton’s family 
to invest in nut-processing was stymied by 
the American government, which is worried 
about Mr Abashidze's friendship with Gri- 
gori Loutchansky, a controversial Russian 
businessman who has been denied entry to 
the United States; Mr Abashidze declines to 
discuss their relationship. Some westerners 
mutter about the uses to which a lightly 
monitored seaporton the edge of Europe can 
be put. Ajaria’s prosperity, says Mr Abash- 
idze modestly, is due to good husbandry. 

In any event, the party 
may soon be over. The Geor- 
gian government, complain- 
ing that Mr Abashidze snaf- 
fles customs revenues that 
should go to the centre, now 
encourages traders to use 
other routes. Mr Abashidze 
protests against this “block- 
ade". Most of his prestige 
buildings stand unfinished. 

If Ajarians do tire of their 


president and his family are great helmsman, it will be 
everywhere. His grandfather, hard for them to show their 
Memed Abashidze, was a big feelings. *We had some op- 
cheese there when it was still position parties, but they re- 
under the sway of the Otto-  UnAbashidze alised it was pointless and 


man Turks; he helped ensure 
that it became part of Georgia (Ajarians are 
in essence Muslim Georgians) after the first 
world war, after which Russia's Bolsheviks, 
once they had taken over, duly shot him. 
Turn away from the exhibit about that in 
Ajaria's history museum and you see, on a 
facing wall, the sterling triumph of the 
Abashidze family three generations on, in- 
cluding a catalogue for the presidential son's 
building company. 

Visit the country's leading industrial en- 
terprise, a small shipyard, and the presiden- 


gave up," says a journalist 
from the cheer-leading local media. The re- 
public is a police state, where the guards 
around the presidential palace go glassy- 
eyed and twitchy when a visitor asks for di- 
rections to the main entrance. A Russian mil- 
itary base, which Mr Abashidze, unlike the 
Georgian government, sees no reason to 
close, adds another layer of security. (This 
week, a Russian military plane crashed near 
Batumi, killing 82 people, including Russian 
soldiers' wives and children.) 
Mr Abashidze has his eye on the presi- 
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dency of Georgia itself. He pulled out of the 
last presidential race but still reckons he 
could do a much better job than the incum- 
bent, Edward Shevardnadze. That might be 
stretching things. He seems to manage 
400,000 Ajarians smoothly enough. But 
ramshackle Georgia s 5.3m people need 
more than a few new buildings and a per- 
sonality cult to keep them happy. 


اال 





Ireland 


Come back! 


DUBLIN 


N 1990, when Mary Robinson, now the 

им High Commissioner for Human 
Rights, was elected Ireland's first woman 
president, she put a light that was to shine 
permanently in the window of her official 
Dublin residence as a mournful reminder of 
the Irish diaspora. Some 7om people are 
thought to claim descent from those who 
emigrated from Ireland over the past two 
centuries, mainly to Britain and the United 
States. But now, as the Irish economy booms, 
the sad light in the window has become a 
bright beacon calling some of the more re- 
cent exiles back home—to work. 

Boosted by hefty investment from big 
American firms, Ireland’s economy has 
swollen by nearly 80% in real terms in the 
past decade—the fastest growth in Western 
Europe. But with the economy roaring along 
atclose to full capacity and with unemploy- 
ment droppingtoless than 4%, labour is run- 
ning short in such important areas as in- 
formation technology, electronics, com- 
puters and building. This marks a dramatic 
turnabout in a country where emigration 
was once viewed as a fact of life. 

Quite simply, the economy has rushed 
ahead so fast that the country has not had 
time to revamp its infrastructure or create 
decent new services. Hospitals are over- 
crowded, roads are often jammed, housing is 
in short supply—and very expensive. The 
government says it will put €51.4 billion ($43 
billion) into improving such basic services 
during the next seven years. But to keep the 
emerald tiger's economy purring, it needs 
some 200,000 foreign workers within five 
years—more than a tenth of the present 
workforce. So the right-wing government 
led by Bertie Ahern has loosened restrictions 
on immigration, and has drawn up a plan 
both to bring back Irish expatriates and to 
woo foreigners from outside the European 
Economic Area (which means the eu and a 
handful of other countries linked to it). 

Seven years ago Ireland’s state training 
agency, known as FAs, sent some of its peo- 
ple to big cities on the European continent to 
help their jobless compatriots find work in 
such places as Berlin and Paris. But today Fas 
is spearheading a worldwide recruitment 
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drive, known as Jobs Ireland, to find workers 
to fill 40,000-odd job vacancies back home 
in Ireland. Some 2,500 nurses are needed; in 
hotels and catering, some 15,000 jobs beckon. 

A Jobs Ireland roadshow has just been in 
Newfoundland, Canada, helping firms to 
recruit workers for the fishing industry. This 
weekend it moves to Birmingham, England, 
and next month to South Africa. On the less 
skilled side, you can already find Latvians 
picking potatoes outside Dublin, Czech 
workers across the country boning meat, 
and Filipino nurses in just about every Irish 
hospital. More than 11,500 work permits 
have been issued to non-£u nationals so far 
this year, largely thanks to Jobs Ireland. The 
outfit reckons that this figure should rise to 
18,000 by the end of this year—three times 
more than last year's number. 

It will be a battle to woo recruits. Britain 
and Germany have just eased their own re- 
strictions on jobs for foreigners. The pool of 
Irish people abroad willing to come home is 
starting to dry up—deterred, among things, 
by the exorbitant price of buying or renting 
property: Ireland's house prices have 
jumped threefold since 1989. 


—À 





Germany 


Banning Nazis 


BERLIN 


N THE wake of a recent string of attacks by 

far-right thugs against foreigners, Ger- 
many's government is seeking to ban the 
neo-Nazi National Democratic Party (NPD). 
It would be the first time in 44 years that a 
political party has been outlawed in Ger- 
many, bar its communist eastern part before 
reunification. On October 27th, the govern- 
ment was expecting to win the backing of 
most of federal Germany's 16 Lander (or 
states) but said that it would in any event 
press ahead with its application to the Con- 
stitutional Court, which would have to ap- 
prove the ban. 





Ban me if you dare 


Itiscontroversial. For libertarian reasons 
the Free Democrats, Germany's liberals, are 
against it. The Greens, junior partners in the 
Social Democratic-led government, are di- 
vided. Bavaria's right-wing Christian Social 
Union strongly favours it, but its allies in op- 
position, the Christian Democrats, are hesi- 
tant. Some argue that Nazi sentiment in any 
public form must be suppressed, while oth- 
ers think people should be free to express 
just about any belief, however repulsive, so 
long as it does not directly incite violence. 

Under the German constitution, a party 
may be banned only if deemed “unconstitu- 
tional”, meaning that “by reason of its aims 
or the behaviour of its members, it seeks to 
undermine the free democratic basic order 
or to endanger the existence of the Federal 
Republic.” Otto Schily, the interior minister, 
says that the мрр, the smallest but most ag- 
gressive of Germany’s three best-known far- 
right parties is “anti-Semitic, racist, xeno- 
phobic, violence-supporting” and seeks to 
get rid of the constitution. The other most 
visible far-right parties are the Republicans, 
who have 14 seats in Baden-Württemberg's 
155-strong assembly, and the more success- 
ful German People's Union (pvu), which has 
a sprinkling of seats in three assemblies, and 
won 13% of the vote in Saxony-Anhalt, an 
eastern Land, two years ago. 

Itisunclear whether the Court will agree 
to ban the мрр. And if it did, some people 
fear that a ban would not stem the violence 
but force the party underground—making it 
still harder to control. In any event, most 
neo-Nazi and xenophobic crimes are proba- 
bly carried out by individuals and groups 
with no proven link to the NPD. And if just 
one far-right party were banned, might not 
the other equally nasty ones reckon that 
they had been given a clean bill of health? 

Gerhard Schróder, Germany's ever- 
pragmatic chancellor, probably hopes that 
banning the мро would brighten his hu- 
man-rights image. Although surveys suggest 
that a full two-thirds of Germans believe 
that “too many foreigners" are coming into 
their country, even more (78%) believe that 
notenough is being done tocurb the far right. 
More than a half would ban all such groups, 
not least to deprive them of taxpayers’ 
money: under German law, any party which 
gets at least 0.5% of the vote is eligible for pub- 
lic funds. Last year, the NPp, which has only 
6,000 members, no seats in any state or fed- 
eral assembly, and rarely polls more than 1% 
of the vote, got DM1.16m (then $580,000). 

Meanwhile Germany's trade unions, 
churches, anti-racist organisations and all 
the country's mainstream political parties 
are backing a demonstration in Berlin on 
November 9th, anniversary of the nation- 
wide Kristallnacht pogrom against Ger- 
many's Jews in 1938, to express revulsion 
against racism—whatever they think about 
banning parties which foster it. 
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Applicants will have been awarded a research doctoral 
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economy air fares in accordance with University policy. 
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+61 8 9266 4090, facsimile +61 8 9266 4027. Application 
details available at www.cbs.curtin.edu.au/research/ 


Closing date 30 November 2000. 
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"ip lar, France's bosses (and, in private, 








RAGILE? “But I'm notat all fragile! Lam always amused to read 
or hear that! As if, to be strong, you have to be big." Elisabeth 
Guigou's protest is understandable. In France, even more than in 
most EU countries, sexism in politics is still alive and well, so the 
newly appointed minister of employment is invariably judged 
first by her looks—she is blonde and elegant —and not by her ideas. 
But what are her ideas? Mrs Guigou's full titleis minister of em- 
ployment and solidarity, a concept which sounds strange to An- 
glo-Saxon ears but makes perfect sense to French voters brought 
up to believe, in theory at any rate, in fraternité as well as égalité. 
Her empire includes not just France's factories but also its hospi- 
tals; in government protocol she ranks third behind the prime 
minister and finance minister. When Lionel Jospin's Socialist-led 
coalition unexpectedly came to power three id wii ago, Mrs Gui- 
gou's predecessor, Martine Aubry, pro- 
ceeded to force through a programme 
of controversial reforms: a shorter, 35- 
hour, week for the same pay as you got 
for working 39 hours; measures to find 
jobs for the young; and a better system 
of medical coverage for all. It was an 
impressive, populist performance. - 
It wascontroversial too. In particu- 


some of its ministers) complained that 
the 35-hour week would undermine 
the country's robust economic growth 
by piling on costs and creating labour 
bottlenecks despite an unemployment 
rate which, at 9.6% of the workforce, is 
still almost double that of Blairite Brit- 
ain. Not surprisingly, the obvious 
question for Mrs Guigou,now that Mrs 
Aubry has retired from government, 
with an eye to becoming mayor of Lille 
in next March’s local elections, is 
whether she will keep her predeces- 
sor's legacy intact, or seek tochange it. 

The easy assumption is that Mrs 
Guigou will allow a more “supple” im- 
plementation of the 3s-hour week. 
After all, in the past few days (and in 
anticipation of the departure of the 
rather doctrinaire Mrs Aubry)the pleas 
for moderation have been growing ever more insistent. The big 
companies’ bosses, who had to bring in the shorter working week 
from last February, say they need to prolong a transitional regime 
that keeps overtime premiums low. The small companies' bosses, 
who must obey the 35-hour edict from January 2002, say it will be 
a disaster. And, just to add credibility to these complaints, last 
week the undoctrinaire finance minister, Laurent Fabius, and this 
week the independent-minded governor of the Bank of France, 
Jean-Claude Trichet, both urged "flexibility" lest the economy be 
hobbled by labour shortages. With such testimony before her, 
surely Mts Guigou, until last week. а scrupulously fair-minded 
minister of justice, will see sense. 

Unhappily for the bosses, the suppleness may be limited. 
"Fragile" is notthe only adjective associated with Mrs Guigou. Less 
flattering descriptions in the political milieu are “extremely ambi- 
tious”, “ice-cold” and “humourless”. She herself, in a recent book, 
“A Woman at the Heart of the State”, admits to “a certain natural 
reserve, perhaps accentuated by asomewhat Nordic physique”. 
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Elisabeth Guigou, a rising force in France 


Part of the reason, she says, is her antipathy to the male chau- 
vinism of Morocco, where she spent the first 19 years of her life be- 
fore going to college in France in 1965. The antipathy has never 
faded, witness her continued loathing of a former Socialist minis- 
ter (and at other times a crooner, soccer-club owner, convict and 
actor), Bernard Tapie. When Mrs Guigou was campaigning in 1992 
to be elected to the regional council of Provence-Alpes-Cóte 
d'Azur, the macho, joke-cracking Mr Tapie managed to trap her in 
a lingerie shop in front of journalists and photographers. With jus- 
tice, Mrs Guigou was unamused. 

What may lead her to disappoint the bosses, however, is her 
ambition. So far it has led her from middle-class obscurity in colo- 
nial Morocco, where her father ran a fruit-canning business, to 
two of France’s grandest ministerial offices. In between has been 
relentless hard work, with degrees in 
French literature, economics and 
American literature, and the near- 
obligatory spell for the French elite, al- 
beit entering only atthe third attempt, 
at the Ecole Nationale d'Administra- 
tion (ENA). She was briefly in America 
in the era of Vietnam-war protest; she 
was financial counsellor at the em- 
bassy in London during the early 
years of Thatcherism; and, as a sort of 
*Madame Europe", she spent most of 
the 1980s and early 1990s with Presi- 
dent Francois Mitterrand, preparing 
the way for the single market, the 
Maastricht treaty and the киз puta- 
tive embrace of Central Europe. And 
throughout she has stayed married to 
the man she met as a teenager; they 
have a grown-up son. 

Most recently, of course, she has 
been minister of justice, where her re- 
cord was virtually faultless. She 
strengthened the presumption of in- 
nocence and curtailed (though not by 
much) the tyranny of the investigat- 
ing magistrates. She also brought in le- 
gal rights to partnerships of the gay or 
the unmarried. Her only failure has 
been to reform the magistracy itself, 
but that was largely because President Jacques Chirac would not 
risk the necessary constitutional change. 

So what next? Mrs Guigou must surely have her eye on the 
electoral calendar. In the spring of 2002 Mr Jospin will be vying to 
wrest the presidency from Mr Chirac, and his Socialists will be 
striving to win another term in office. The conventional wisdom is 
that, to fight for the top job, Mr Jospin will first step down as prime 
minister—and the favourites to replace him are Mrs Aubry, having 
consolidated her power-base in Lille, and Mrs Guigou (who, for 
the same reason, is intent on becoming mayor of Avignon next 
year while remaining a minister). More to the point, both favour- 
ites know that to be France’s second female prime minister is just 
one step short of being, in time, its first female president. 

So it will make little sense in the meantime for Mrs Guigou to 
cosy up to the bosses. For all its defects, the 35-hour week is pop- 
ular, Were Mrs Guigou to tamper too much with it, she would 
alienate the voters--and annoy Mr Jospin. And whatever the ad- 
jectives that apply to her, “clumsy” has never been one of them. 
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Chihuahua unifies the world 


Millions of cell phones are 
manufactured in the state annually. 


Motorola, a world leader in the 
telecommunictions industry, 

has trusted Chihuahua's highly skilled 
labor to manufacture the most advanced 
cell phones models. 





If your business must reach out to the world, 
start with Chihuahua, the only Mexican state 
bordering Texas and New Mexico. 
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"a México Industrial 


Secretariat of Industrial Development 
Don Quijote de la Mancha No. 1, Complejo Industrial Chihuahua, 31109 Chihuahua, Chih., Mexico. Tel. (52-1) 442-3335 
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MEXICO 


€e"T^HE next president of Mexico will be Vicente 

Fox Quesada." The words were delivered in 
the same monotonous voice with which Ernesto Ze- 
dillo had been putting audiences to sleep through- 
out his six years as president, but they hit their lis- 
teners like a hurricane. Few watching Mr Zedillo on 
July 2nd, election night, had dared believe that they 
would ever witness such a scene: a leader from the 
Institutional Revolutionary Party, the pri, which 
| had hungon to power for 71 years, announcing that 
the pri had lost the election and would quietly hand 
over the reins. 

It will be the first time in the country's long his- 
tory of ancient kingdoms, colonialism, civil war, dic- 
tatorship and revolution that one regime has given 
way to another peacefully. And the Mexico that the 
PRI Will bequeath to Mr Fox, of the centre-right Na- 
tional Action Party (PAN), when he is sworn in on 
December ist is vastly different from the one it took 
over, as the National Revolutionary Party (PNR), in 
1929. Under the party's guiding hand, Mexico has 
been transformed from a scattered farming society 
intoa land of industry and oil. The population, two- 
thirds rural in 1929, is now three-quarters urban, 
and has increased sixfold; it will be crossing the 100- 
million mark in the next couple of years. 

Moreover, in the past 15 years change has accel- 
erated. The economy has gone from being state- 
dominated and protectionist to being one of the 
most open in Latin America. Mexico is the world's 
eighth-largest exporter (counting the European Un- 
ion as one) and the United States' second-biggest 
trading partner after Canada. After a quarter-cen- 
tury of economic crises it has stabilised, and other 
Latin American countries look at its economic per- 
formance with envy. Growth is heading for around 
7% this year, inflation will be well below its 10% tar- 
get (and on course for the longer-term aim of 
matching inflation in the United States by 2003), 
and the current-account deficit will amount to 
about 3% of cpp. Earlier this year Moody's, one of 
the big credit-risk agencies, gave Mexico an invest- 
ment-grade rating for the first time in history. 

Mexico now has institutions it did not have a 
decade ago, such as a competition agency and a hu- 
man-rights commission. Others, such as the courts, 
the central bank and the electoral authorities, have 
become more independent. The press no longer has 
to take its cue from the government, and can be vo- 
ciferous, if variable in quality. And at the time of the 
presidential election in July, opposition governors 
were already in charge of 11 of the 32 states, includ- 
ing the capital, and over half the population lived in 
municipalities run by non-rRi mayors. 

The election of an opposition president may 
seem to complete Mexico's transition from a one- 
party state to an open democracy. However, in 
many ways that transition is only just beginning. 
Mexicans may have voted the pri out of gov- 
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Revolution ends, change begins 


emment, but getting it out of the country's system 
after all those years is a different matter. 

Back in 1929, Plutarco Elias Calles spotted an 
opportunity. He had stepped down as president of 
Mexico the year before, but had developed a liking 
for power and was holding on to it through a pup- 
pet successor. Ever since the revolution that, 18 years 
earlier, had ousted the dictator Porfirio Diaz and 
packed him off to France, Mexico had been a frac- 
tious and dangerous place. Hundreds of small po- 
litical parties and movements were squabbling for 
crumbs of control, and the revolution's generals 
were getting uppity. Calles saw a way to bring calm 
and, in doing so, tighten his own grip. He created the 
party which eventually became the ert. 


A party made for power 
Its first conventions must have been odd sorts of 
gatherings. Anyone could join, from rebellious peas- 
ants to the lords of great haciendas, from Marxist 
intellectuals to military boneheads. Only the clergy, 
Calles’s pet hate, were left firmly outside. To this day, 
the pri still has no complete membership list. And 
oddest of all for a political party, it has never had an 
ideology, save for a pompous nationalism and a 
broad and much-broken pledge to promote “de- 
mocracy and social justice”. 

But it did the job that Calles set it up for. Mexi- 


Over to you, Vicente 


Mexicans have 
at last voted the 
PRI out of 
government. 
But 71 years 
one party rule, 
ays Gideon 
Lichfield, will 
take time to 
get over 
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The voters put in the boot 


can leaders began to settle their disputes with po- 
lemics instead of pistols. And the ркі lack of 
dogma gave it the adaptability and survival instinct 
of a living creature. Under a succession of presidents 
ranging from vaguely socialist generals to eggheads 
with phos in economics, it grew as Mexico grew, ex- 
tending its tentacles into trade unions, peasant 
groups, youth movements and just about every- 
thing else. It was not so much a political party as the 
political arm of a permanent government. 

Unlike most long-standing regimes, though, the 
PRI rarely used repression: it was not so much a strict 
father as a rich, if whimsical, uncle. It co-opted trade 
unions and their block votes by lavishing money 
and power on their leaders. It bought the peasants' 
eternal gratitude by breaking up huge plantations 
and handing out millions of small tracts of land. In- 
stead of censoring the press, it kept newspapers 
afloat—and loyal—with cheap newsprint, floods of 
government advertising, and generous gifts to jour- 
nalists. It was the greatest patron of the arts. Some- 
times it even funded opposition political parties, 
both to give its critics a little space to vent their feel- 
ings, and to make sure they stayed divided. Its rule 
was based on collaboration, not coercion. Only 
when all else failed did it resort to electoral fraud. 

Mexico thus became what Mario Vargas Llosa, a 
Peruvian novelist, in 1990 called a “perfect dictator- 
ship”. It looked like a democracy, headed by a presi- 
dent who could not be re-elected, and equipped 
with all the institutional bells and whistles usually 
found in democracies. But since the PRI was every- 
where, and since the president could choose all 
party candidates, including his successor, he en- 
joyed near-absolute power. 

But because it was a dictatorship by consensus, 
the pri had to give ground slowly as opposition 
grew. History-conscious Mexicans like to point to 
key events, such as the 1968 massacre of student 
protestors, the 1985 Mexico city earthquake (when 
the residents had to clean up the mess), the sus- 
pected massive fraud in the 1988 presidential elec- 
tions, and the economic crashes in 1982 and 1994-95, 
which shook the people's faith in the system. As the 
government was forced to start opening up the 
economy and cede space to dissent, the pri’s mo- 
nopoly on power slowly eroded. Its perfect dictator- 


ship was like a log eaten away by termites from 
within. By this year's presidential election, the first 
to be supervised by a truly independent electoral 
authority, only a gentle kick from the voters was 
needed for it to crumble. 

And yet, although the changes in Mexico are real 
enough, they are also partial. Below the surface of a 
healthy economy and modern institutions, many 
things remain much as they were before. The econ- 
omy's growth is not evenly spread, but concentrated 
in sectors favoured by the PRI's centrally planned 
policies, by its corrupt connections, or (more natu- 
rally) by globalisation. Recurrent economic crises 
have pushed more and more people into the shady 
informal economy. Those who do pay their taxes 
are now having to foot the bill for the costly mis- 
takes of crony capitalism in the early 1990s. The re- 
distribution of land among millions of peasants was 
a political triumph but an agricultural disaster, the 
profound effects of which are now becoming clear 
as the opening of trade forces Mexican farmers to 
compete with foreign ones. 

Corruption on the outrageous scale of the oil- 
mad 1970s is mostly gone, but petty corruption is still 
endemic. The police no longer collaborate with 
criminals the way they used to, but nor have they 
learned to fight them effectively. Most of the popu- 
lation still lives in poverty, and the vast gap between 
rich and poor is, on some measures, growing, mak- 
ing the PRI's promise of "social justice" ring espe- 
cially hollow. That is partly because the divisions 
between the prosperous, modern north and the 
backward south are growing too. The cliché that 
there are “two Mexicos"—one racing ahead and an- 
other struggling to keep up—is truer than ever. If 
anything sums up Mr Fox's challenge, it is the need 
to start pushing the two Mexicos back together. 


Two Mexicos are too many 


Mr Fox intends to do that, and more. This survey is 
about the many obstacles, some obvious and some 
more subtle, that the pri’s legacy has set for him. If 
that makes for depressing reading, here are a few 
thoughts to alleviate the gloom. 

First, many—though not all—of the problems 
described in this survey are far less severe than they 
were only a decade ago. Second, clearly not all of 
them are the pri’s fault. Corruption, weak institu- 
tions, poverty and inequality are part of the fabric 
and the history of all Latin America. Nor is Mexico 
the worst off. Inequality is greater in Brazil, violence 
is far more extreme in Colombia, democracy is 
weakening in Nicaragua and Venezuela just as it is 
firming up in Mexico, corruption is more blatant in a 
number of countries, and the macroeconomic fun- 
damentals are shakier just about everywhere else. 

Lastly, much of what is right with Mexico is also 
thanks to the pri. Calles may have been a dictator at 
heart, but his creation nipped in the bud what could 
have become another civil war. And for the first few 
decades the pri watched over an unprecedented 
boom. In the 1950s and 1960s, while some Latin 
American countries were torn by civil war or cow- 
ered under military dictators, Mexico was a model 
of economic prosperity and political stability. It's 
just that the prosperity was unsustainable, and the 
stability lasted too long. 

п 
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[F THE president of Mexico peers through the pine 
trees that give their name to Los Pinos, his official 
‘residence in Chapultepec Park, he can make out a 
: large white old-fashioned roller-coaster just across 
the highway.:Its climbs and dives serve to remind 
the incumbent of Los Pinos of what the Mexican 
economy has been ing during the PRr's reign, par- 
ticularly in the past two decades (see chart 1). 

It was the PRIS own success and resulting arro- 
© gance that started its downfall. The. success began 
` after the second world war. Domestic industry had 
t done well during the war as imports from the fight- 
ng countries had dried up. The president of the day, 
Miguel Aleman, built on that by promoting import 
substitution, imposing high tariffs to protect local 
dustries from foreign competition. The economy 
flourished: between 1950 and 1970 real сюр per head 
nearly doubled, and so did the population. 
| The government started to run out of money, 

гапа borrowed more. At the same time it radically 
stepped up its role in the economy; the number of 
state-owned companies increased from 84 in 1970 to 
| 845 in 1977. Meanwhile the trade deficit widened, 
| use industry was so spoilt by its captive local 
that its heart was not in exporting. By the 
of President Luis Echeverria's six-year term, in 
6, the trade gap had become unsustainable. The 
peso was devalued for the first time in 22 years. 
;.After that, it became a six-year loop of history 
epeating itself. With Mexico discovering extensive 
new oil reserves just as opec prices had risen, Jose 
López Portillo, the next president, borrowed and 
spent hugely. At a time when the phrase conflicto de 
intereses was unheard of, this led to massive cor- 
üption as government and oil-union officials 
warded contracts to companies owned by them- 
|. selves or their friends, or pocketed hefty bribes. The- 
| president, meanwhile, seemed to have allowed the 
-o| god-like power the pri gave him. to go to his head, 
_ |. for when world oil prices started to drop in 1981, he 
| raised Mexican ones in a fit of nationalism. In an- 
| other fit, he expropriated the banks, and saddled the 
-| country with an $80 billion foreign debt and an- 
|. other disastrous devaluation, 
. ooo His successor, Miguel de la Madrid, cut cor- 
` | fuption and half-heartedly opened up the econ- 
| omy, but was unable to stabilise it. In 1988, when а 
«| series of devaluations had reduced the value of the 
"(| currency by 97%, he passed the helm to Carlos Sali- 
1. nas, a radical reformer who, with a wave of privati- 
sations and the signing of the North American Free- 
Trade Agreement (NAFTA), turned Mexico into an 
| | ‘economic miracle. But like the oil miracle, this was 
built on corruption and over-ambition. Days after 
D. | Ernesto Zedillo took over in December 1994, the cur- 
| 
| 
| 







| 
| 
| 
| 






































rency crashed spectacularly. Mr Zedillo and his 
team bungled the devaluation, causing the economy 
to shrink by 6.2% in 1995. The rest of his term has 
been devoted to cleaning up the mess. 
| Macroeconomically, he has done well. Gone are 
the causes of the collapse six years ago: short-term 
debt of $30 billion, a dependence on volatile portfo- 
lio investment rather than stable foreign direct in- 
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PRIde before the fall 














vestment (Fp1), a large current-account deficit, and a 
pegged and overvalued peso. Since the signing of 
NAFTA, FDI has more than tripled; government: 
economists predict it will reach $14 billion this year. 
Once the 1995 recession was overcome, growth aver- 
aged more than 5% for four years and is expected to 
be around 7% this year. 

And inflation? Mr Zedillo is positively allergic to 
it. For the second year in a row it is running at-a 
lower rate than targeted, and the year-on-year in- 
crease has dropped to single figures for the first time 
since 1994. This year, high oil prices have provided 
the government with a windfall (roughly a third of 
its revenue comes from oil), but urnike some of his 
megalomaniac predecessors, Mr Zedillo has not 
spent the cash on hospitals or highways, because 
that might have boosted inflation. Instead, in Au- 
gust, he paid off Mexico's $3 billion outstanding debt 
to the imp, three years early. That infuriated critics, 
who have long accused him. of insensitivity to the 
country’s social problems. The jibe doing the rounds 
is that "He's not a president, he's a finance minister.” 

Arguably, a finance minister was exactly what 
Mexico needed. The deadly rhythm of booms and 
busts had pushed the poor further into poverty, 
savaged savings, played havoc with public spend- 
ing, and shattered confidence in government. Stabil- 
ity was number one on the agenda, and Mr Zedillo 
was obsessed with it—so obsessed that he either did 
not manage or did not try to tackle other legacies left 
by the half-baked policies that had gone before. 


A little help for my friends 
One is the crony-capitalism practised by his prede- 
cessor. When Carlos Salinas sold cff state compa- 
nies, he not only aimed to make them more efficient 
and reduce Mexico's debt, but also used the process 
to win favours. At an infamous dinner in 1993, he in- 
vited two dozen of Mexico's top businessmen to 
contribute $25m apiece to the pri. Some refused and 
told the press, but others felt so indebted to the gov- 
emment that they were willing to cough up twice 
the figure demanded. Among the diners were some 
of the new owners of Mexico's banks. 

Mr Salinas had sold the banks for large sums 
and with weak oversight. They went on a wild lend- 











topped 100%, many j debtors stopped. 


paying off their loans. Fearing a total banking col- 
lapse, Mr Zedillo's government bailed them out. It 
put the cost of the rescue at nearly 13% of a year's 
cpp, but some think it could be over 20%. 

And despite the rescue, the banks have been shy 
of giving loans ever since. Total bank lending shrank 
toa low of 16% of cpr last year, as against 40% before 
the crash. It is only just starting to grow again, and 
even that upturn, according to Salomon Smith Bar- 
ney, an investment bank, may turn out to be an 
election-related blip. The lack of credit has left small 
and medium-sized businesses trapped; only the 
biggest companies сап invest and expand by bor- 
rowing money abroad. 

In the same carefree vein; Mr Salinas in 1990 sold 
the state telephone monopoly, Telmex, without first 
creating either a telecoms regulator or a competition 
agency. Not until 1996 was a regulator, Cofetel, set 
up. It is still weak, pushed and pulled by a dispute 
within the government between pro-free-market 
officials and those who would like to cling to protec- 
tionism. Three years ago the competition agency de- 
clared Telmex to be dominant in five big markets, al- 
lowing Cofetel to impose tougher rules on it. Cofetel 
eventually did so only in September this year, 
shortly after the United States’ trade representative 
took a complaint about Telmex to ће wto. 


Underwired 


That, together with the favourable terms on which 
Telmex was privatised, and the company's clout—it 
makes up nearly 30% of the stockmarket—have 
made it hard to ensure its good behaviour. Compet- 
itors have been slow to get into the market, and cus- 
tomers still pay too much, especially for local calls. 
All this has been good for Telmex. A report pub- 
lished by the orc» last year described it as the most 
profitable telecoms company in that club of indus- 
trial countries. It has been less good for Mexico, 
which with only 12 telephone lines per 100 people 
has the lowest density in the orcp. 

The bidding for toll-road concessions was 
marred by similar cronyism. Construction compa- 
nies won the contracts with unrealistic estimates 
both of what the roads would cost and how many 
cars would use them. Result: another expensive 
bail-out, and highways with wildly varying tolls 
that include some of the highest in the world. Mex- 
ico has so few good roads that the last thing it 
should dois price them out of reach. 








Such things made a few people 
rich while hurting the poor and sti- 
fling the countrys development. 
Little wonder that the self-exiled Mr 
Salinas, who recently published a 
1,400-page defence of his period in 
office, is still the ex-president Mexi- 
caris most love to hate. But there are 
plenty of other things holding Mex- 
ico back, including several rem- 
nants of the ркт statist days. 

One is the energy sector. School- 
children continue to be taught that 
the expropriation of foreign oil 
companies in 1938 was the finest 
hour of modern Mexican history. 
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Whenever anyone even hínts at private-sector in- 
volvement in the state oil firm, Pemex, nationalist 
flag-wavers can be relied on to scupper the idea. 
Electricity raises similar passions, if more quietly ex- 
pressed. It does not help that Mr Salinas's machina- 
tions made privatisation a dirty word among ordin- 
ary Mexicans. Mr Zedillo's attempts to part-privatise 
petrochemicals and electricity production drowned 
in storms of protest. 

As a result, the oil industry has been closed to 
foreign investment and management skills for de- 
cades. Tied to the Treasury's purse-strings, Pemex is 
both badly managed and at the mercy of any bud- 
get cuts that an economic collapse or a fall in the 
price of oil might impose. As the government's tradi- 
tional cash cow, itis also squeezed by high taxes. All 
this has prevented it from investing enough in mod- 
ernisation and exploration, 

As for the electricity industry, it is at breaking 
point. The government estimated last year that de- 
mand would rise bya third in the next six years, and 
that meeting it- would. cost: around: $25 billion, 
money thatitcannot find from itsown resources. By 
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privatising the generation and distribution of elec- 
tricity, Mr Zedillo had hoped to solve that little pro- 
blem. Now power shortages are looming closer. 

Another way in which Mexico remains de- 
cidedly old-pri is in its labour relations. The trade- 
union movement was one of the party's key pillars. 
Its long-standing leader, Fidel Velazquez, spent 53 
years at the head of the Mexican Workers' Federa- 
tion, the biggest single block of unions, guaranteeing 
labour peace in times of economic crisis and labour 
votes in times of electoral need. When he died in 
1997, many thought that the unions' unity would fi- 
nally crumble, but they were wrong. 

The old-fashioned union bosses, with their 
close connections in the pri and their sway over 
millions of workers, have blocked the present gov- 
emment's attempts to update Mexico's archaic la- 
bour law. High compulsory severance pay—a mini- 
mum of three months' salary, plus a raft of extras for 
every year worked—discourages companies from 
both firing and hiring staff. In some circumstances 
workers may enjoy automatic promotion based on 
seniority; the union may decide who is hired and 
who gets which job; it may have the protection of a 
closed shop. 

Only “тау”, though, because the law is one 
thing and practice another. In some companies the 
union is more flexible, and in others it exists only on 
paper. In general, high-tech industries, and those in 
the north of the country, are more likely to have 
done their own deals with unions outside the union 
organisations loyal to the pri. Traditional union 
leaders deride these “white” unions as sell-outs. 
Others point out that “white”-union members are 
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better-paid and more productive. 

Certainly, the unions loyal to the 
pri have not been able to stop wages 
falling with each economic crisis; in 
manufacturing, for instance, real 
wages are now well below the level 
they had reached in the 1970s (see 
chart 2, previous page). These unions 
are strongest in the state-owned sec- 
tor, and have played a large part in 
blocking reform. Sometimes a split 
between pro- and anti-PRi groups 
within a union causes an irreparable 
breakdown. This has happened 
with the teachers, whose union ts 
the biggest in the country. Some of 
its state chapters, led by anti-pri 
members, go on strike annually to 
demand better conditions. Oaxaca’s 
teachers have struck virtually every 
year for the past two decades. It 
hasn't done them much good, and it 
has done the schoolchildren a fair 
bit of harm. 

Stiff labour laws, a lack of credit, 
underdeveloped ^ infrastructure— 
they all put the brakes on business. 
But they hurt some kinds of business more than 
others. The big, the technologically advanced and 
the employers of skilled workers can get round the 
problems. The rest find it harder to adapt. And 
adaptability is the one thing that Mexican compa- 
nies need most at the moment, because of another 
of Mr Salinas's gung-ho innovations: NAFTA. 








If not for NAFTA, when? 


N JULY the temperature in the Sonoran desert tops 
50'C, but the workers in the heavily irrigated grape 
plantations get on with the harvest regardless. The 
north-western state of Sonora used to be known as 
Mexico's breadbasket, the main source of wheat. 
Now it is the country's fruitbasket. Francisco Ama- 
vizca of Agroindustrial Sonora, a company with 
1,500 hectares (3,700 acres) of vineyards, rattles off 
some of the state's other crops: "Nuts, peaches, 
asparagus, chickpeas, olives, cucumber, waterme- 
lon, jalapeno chilli—the big kind, which isn't for 
men, because it's not very spicy. It's for export." 
Real men eat real chillies, Foreigners eat every- 
thing else. Since the North American Free-Trade 
Agreement came into effect on January 1st 1994, ta- 
riffs on most goods crossing the border have started 
to come down. They will reach zero in both di- 
rections by 2009. Exports have more than doubled, 
and foreign direct investment more than tripled. 
Just as important, say NAFTA'S fans, the new 
market is forcing Mexican producers to adopt for- 
eign standards and foreign business practices. It also 
locks Mexico’s economy into the economies of its 
trading partners, making it impossible for the coun- 
try to revert to the disastrous protectionist policies 
of the past. That is one reason why modern Mexican 
leaders have been signing trade treaties left and 
right. Mexico trades at reduced or zero tariff with 
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over 60% of the world, measured by срр. It is the 
only country other than Israel that has free-trade 
treaties with both the United States and the Euro- 
pean Union. For good measure, earlier this year it 
signed one with Israel too. 

Yet despite all these treaties, Mexico cannot es- 
cape the fact that it has swapped one kind of trade 
dependence for another. In the early 1980s two- 
thirds of Mexico's exports were oil, so it was at the 
fickle mercy of the oil price. Now its exports are 
rather more diversified, but nearly nine-tenths of 
them go to the United States, so it is at the mercy, al- 
beit perhaps a little less fickle, of the American 
economy. А hard landing up north is the gov- 
emment planners' greatest fear. 

But there is another, more subtle difficulty with 
NAFTA: most of Mexico was not ready for it. Its rulers 
craved adaptability and modernisation, but did 
precious little to make it happen. Mexicans were left 
to work it out for themselves. Not all have been able 
to. Just look at the farmers. 


This land is my land...no, my land 

When the Mexican revolution began in 1910, some 
2,000 families owned 87% of the rural land. Follow- 
ing the creed of one of the revolution's heroes, Emi- 
liano Zapata, who had fought for peasants' land 
rights, the government promised "the land to those 





Teachers strike again 


The problems of 
plugging a square 
econonu into а 
round world 








who work it", and duly, if slowly, 
complied: over the following eight 
decades, 103m hectares, or more 
than half the country, were dis- 
tributed in small plots. Most of the 
35m peasant families who now 
have a plot live on ejidos, collective 
communities where they have 
"usufruct" rights over the land (the 
right to farm it and use whatever it 
yields), but do not own it. The aver- 
age plot is less than 10 hectares. 
The land reform made millions 
of peasants very grateful to the pri, 
but it wrecked Mexican agriculture. 
On tiny plots, and often poor- 
quality soil, without modem 
equipment or farming methods, 
and sometimes beset by land dis- 
putes, many  peasant farmers 
struggle to feed their family and 
grow just a little extra to sell in the 
village market. For them, compet- 
ing with American farmers on vast 
fields with high-tech machines, 





Chillies-not-for-men 














high-quality seed and high-value subsidies is like 
attacking a battleship with a machete. 

Competing was not necessary in the days of im- 
port tariffs and government-guaranteed prices. But 
with NAFTA, price guarantees have disappeared, 


vanced 
country, 


and the border has opened to imports from the Un- The 


ited States, which are often cheaper. Even before 


AN JERONIMO PURENCHECUARO 

is a big name for a small town that is 
getting smaller. Crouched on the shore 
of Lake Patzcuaro, a magical body of 
water hidden among hills in the west- 
ern-central state of Michoacan, the place 
has a strange air: many of its houses 
look fairly prosperous, its streets are 
clean and tidy, but the bustle of a typical 
Mexican town is quite absent. 

In fact, the place is practically de- 
serted, as is San Andres Tzirondaro, the 
next town along, and many of the other 
settlements around the lake. Efrain Gon- 
zalez, a community leader in San An- 
dres, estimates that around two-thirds 
of its inhabitants are living across the 
border in the United States. Many come 
back in November or December for the 
village festivals and Christmas, then 
leave once more in the new year. 

Migration is a complex phenome- 
non; it is not a simple case of fewer jobs, 
more migrants. Each region has its own 
reasons for migration, its own networks, 
its own set of destinations. In central 
Mexico, the biggest of several exoduses 
in the past century was caused by a 
temporary programme launched in 1943 
to allow farm workers into the United 





States, to ease that country's labour 
shortage. Although the programme 
ended in 1964, many of those who had 
travelled north stayed there, establish- 
ing a path for their relatives back home 
to follow. Maquiladoras were created 
partly to slow this migration; but by at- 
tractin temporary workers to cities on 
or near the border, they have probably 
made it worse. 


The lure of the north 


That is why both Michoacan, one of 
Mexico's poorest states, and neighbour- 
ing Guanajuato, where the booming in- 
dustrial cities in the centre of the state 
are suffering from labour shortages, 
send lots of migrants abroad. Jose Her- 
nandez, director of the Guanajuato gov- 
emment's migration office, estimates 
that around 30% of the state's people are 
across the border at any one time. Most 
of them are from rural villages in the 
north and south of the state. The jobs in 
the centre, the long journey to the bor- 
der and the dangers of crossing it should 
be keeping them in Mexico, yet the es- 
tablished networks, the higher wages 
and the promise of the land of opportu- 
nity draw them inexorably northwards. 


NAFTA, the wheat-growers of So- 
nora were switching to nuts, 
peaches and chillies-not-for-men 
because wheat wasn't worth both- 
ering with any more. Those who 
grow corn, the Mexican staple 
which covers about half the culti- 
vated land, have been especially 
hard hit because the government 
has allowed more corn to come in 
duty-free than Narra specifies. 
But com farmers, or indeed 
any others who want to turn to 
growing nuts, peaches or chillies 
for wimps instead, are in trouble. 
As the banks have been reluctant 
to lend ever since the 1994-95 crisis, 
farmers cannot borrow to buy new 
equipment and seeds. Indeed, the 
banks treat them with extra suspi- 
cion, since they were among the 
worst loan-defaulters. “The main 
problem in the agricultural sector is 
the lack of credit,” says Mr Ama- 
vizca. Corn producers who already 


had irrigation systems and were using more ad- 


techniques, notably in the north of the 
have increased their production. Else- 


where, some growers who have not been able to 
switch crops are leaving their cornfields fallow. 


government is modernising agricultural 


policy, but slowly. It ended land redistribution in 


| It pays off, as San Jeronimo's well- 
Home and away to-do houses testify. Last year Mexicans 


in the United States sent home an esti- 
mated $6 billion, worth more than 1% of 
Mexico's срр. But migration has hidden 
side-effects. Often it is the most re- 
sourceful who disappear across the bor- 
der instead of building the local econ- 
omy. Unemployment figures become 
meaningless: were there no migration, 
Guanajuato state's joblessness would be 
a lot higher than the official figure of 2%. 
And communities crumble; families 
split; children grow up fatherless. 

Nearly half of the migrants from San 
Andres, says Mr Gonzalez, already have 
United States work permits. For those 
who don't, the coyotes who take people 
across the border often come to recruit 
workers with a job and a contract al- 
ready lined up. Sometimes they take a 
whole group to try their luck, with noth- 
ing arranged beforehand. Typically they 
charge 1,000 pesos ($104) just to put 
someone on the list, and then, in dollars, 
another $1,500-2,000 to guide him across. 
But there is no shortage of takers: a 
group of 50 or 60 people from around 
San Andres leaves as frequently as once 
a fortnight. “As soon as they're old 
enough to work, the boys go over, and 
come back grown-up. Sometimes we 
don’t even recognise them.” 
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4992 and gave ejido dwellers the option of owning 
illir land. But it has not yet finished 

which bit, an intensely com- 

he same parcel of 


far hardly: any of the current generation of 

andholders have been willing to sell the piece 
Mexico that they were granted by the pr. Their 
dren, however, are unlikely. to feel the same 
bond with the land. That could mean, in a few years’ 
time, another wave of migration. to. the cities or 
toss the border (see box, previous page). 




















The new work order 


Just as small farmers struggle to cope in the new 
world order, so do small businesses. Again, it is the 
` lack of credit when they most need it that makes life 
во difficult. For many the only way to borrow 
money is to pay their suppliers in instalments, 
which often means they are stuck with higher inter- 
est rates than they could get from a bank. 

‘Those who want to modernise run up. against 
another barrier. In the town of Leon, in Vicente Fox’s 


home state of Guanajuato, business is booming. 
“We have the equivalent of full employment,” says 
Mario Plascencia, head of the Co-crdinating Busi- 
ness Council, the main private-sector group. In his 


own company, 130 of the 150 employees are not lo- 


cals but come from the nearby town of Silao. Whatis 
Leon’s problem? “The bottleneck is education and 
training,” says Mr Plascencia. “For the firms: tha 


want to implement high levels of technology; meet 
180 standards and so on, the supply of middle man- 


agers and supervisors is short." 
The government, busy sorting out macroeco: 
nomic policy, has done too little to remove barriers 


at the micro level. “We don't really have an indus- 7 


trial policy,” admits a senior official, “apart from 
promoting maquiladoras." These are the factories 
that import materials or ne to make goods for re- 
export—a sector that existed long before Narra but 
has proliferated since the treaty came into effect. 
Maquila exports make up nearly half of all ex- 


ports, and have been growing at around 20% a year. : 
since NAFTA came into force. The policy of promot- 
ing them seems to have Бееп: а great success. But.al-- 


though maquila products are madein Mexico, there 


is nothing very Mexican about them. Only 2.826 of 
the maquiladoras’ input is locally produced, and. 


the proportion is rising very slowly. 

This means that the export boom, hel pful 
though it has been for bringing down the trade defi- 
cit, is not doing much for the rest of the economy. 
Too much of the supply chain that feeds those ex- 
ports is outside Mexico. The country's economic 
growth, even when it is strong, is unevenly spread. 
The export sector has been growing by an average of 
10.9% a year for the past two decades, whereas out- 
put for the domestic market has been expanding by 
an average of. only 3.5%. By the same token, the coun- 
{тув economic crises are unevenly spread too. For 
example, the о as a whole contracted: by 
6.2% in 1995, but leaving exports out of account the 
shrinkage was 13.1%. 


The benefit of exports is unevenly spread in an- | 


other way, too. There is work galore in the maqui- 
ladoras: 1.3m jobs, compared with 546,000 when 
NAFTA began. But, since the best place for a factory 


producing for re-export is near the border across 


which the goods are to be re-exported, the vast ma- 
jority of the jobs are in the north of the country. 
МАРТА is helping to reinforce an age-old Mexican di- 
vide: that of geography. 


الاس 








OONER or later, visitors to Mexico who display 
the slightest curiosity about the country are inev- 
itably told: “Ah, well, you know, of course, that there 


| | are two Mexicos.” This tends to happen in any 


country that is moving rapidly from a traditional 
way of life to the cut and thrust of a globalised econ- 
omy, but in Mexico the divide goes back a long way 
before globalisation, a long way before the pri, a 


|] long way even before the Spanish conquest. It goes 
| back to the beginning of the world. 


As a first approximation, the two Mexicos lie on 
ther side of the Tropic of Cancer. More accurately, 
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North is north and south is south 


the dividing line is “the transversal volcanic system 
that divides the neo-arctic from the neo-tropical re- 
gions", as Guillermo Vargas at Michoacan's San 
Nicholas University puts it. To the north the land is 
increasingly arid and yellow and often flat; to the 
south it is mostly damp and green апа hilly. In pre- 
Hispanic times, the north was sparsely inhabited by 
nomadic hunter-gatherer tribes; the south formed 
the upper part of Mesoamerica, where ancient civi- 
lisations rose and fell like tides, scattering temples 
and ruined cities as the debris of their passing. 

The north, says Mr Vargas, was thus easier for 
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the Spanish to colonise: they just moved in and 
cleaned up, whereas taking over the south required 
more mixing with the locals. Much of the wealth 
sucked out of New Spain came from the mining 
towns in the centre-north of the country, and hence 
much of the early development was in that region. 

Today the south—above all the seven south- 
eastern states of Guerrero, Oaxaca, Chiapas, Cam- 
peche, Tabasco, Veracruz and Quintana Roo—has 
more poverty, a bigger and more spread-out rural 
population, higher illiteracy levels, more indigenous 
people, more non-Spanish speakers, faster popula- 
tion growth, worse infrastructure, lower agricultural 
productivity, less industry and more hurricanes. 
And although this was all true before the pri was 
ever thought of, its policies have made things worse. 
Depressingly, over the past few decades the poorer 
states have made far less progress with reducing 
their social disparities than the richer ones. 


Built-in advantage 
The pri’s contribution to the stretching of Mexico 
began with Miguel Aleman, the post-war president 
who launched the import-substitution policy, ac- 
cording to a paper by Santiago Levy, a deputy fi- 
nance minister and expert on development, and 
two of his colleagues. The policy promoted indus- 
trial development, but in a highly concentrated way. 

Since manufacturers produced mostly for the 
internal market, it made sense for them to set up 
shop near where most people lived: the fast-grow- 
ing cities, most of which are in the centre and the 
north. That in turn fed the cities' growth even more. 
Those few who made goods for export naturally did 
soin the north, close to the United States. All this, to- 
gether with the кг interventionist and centralised 
government, produced a transport system favour- 
ing the north more than the south, but above all 
centred on Mexico city (see box, next page). 

Most goods going from south to north must 


therefore go through the capital; the southern 
coastal route has no railway and nothing more than 
two-lane highways, often in poor shape. That 
means not only taking a detour but climbing over 
2,500 metres (8,200 feet). Going the other way, the 
poor roads put off tourists, robbing the south— 
which has the best beaches, gentler weather (except 
in the hurricane season) and all the pre-Hispanic 
pyramids you could wish for—of an important 
source of income. 

Aleman also modernised agriculture by invest- 
ing in irrigation, dams and flood prevention on the 
north-western coastal plains. The idea was to allow 
big plantations—which remained because the pri’s 
land-reform programme had never been as exten- 
sive there as in the south— to grow export crops effi- 
ciently. Suddenly, having more rain was no longer 
such an advantage to southern farmers, who also 
had to contend with smaller plots of land and less 
advanced machinery, besides the cost of getting 
their crops to export markets. They might nonethe- 
less have been more competitive in the domestic 
market, except that the import-substitution scheme 
included government price guarantees for crops 
which were the same all across the country, so 
southern farmers could not compete on price. These 
guarantees were only recently abolished with the 
arrival of NAFTA. 

The list of built-in disadvantages for the south 
£oes on and on. A subsidy on electricity used for 
pumping water favours the north, because it pumps 
more water. Last year that subsidy totalled 4.57 bil- 
lion pesos ($480m), of which, according to Mr Levy, 
the eight most south-easterly states got less than 3%. 
For comparison, the whole of the main farm- 
support programme, "Alliance for the Country- 
side", paid out only 2.57 billion pesos. Limits on land 
ownership hobble the south too. Its climate is good 
for perennial crops that are best farmed on big plan- 
tations, such as bananas, sugar cane and coffee. Yet 
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Road sense 


EXICO'S roads do not serve the 

country well. Look at the map 
showing the network of major highways 
(those with at least two lanes in each di- 
rection) in the United States and Mexico. 
North of the border they clearly outline 
the shape of the country, but from Mex- 
ico's big roads you would not recognise 
its geography. 

The road map reveals much about 
Mexico's regional development. The 
tangled convergence in the centre is 
Mexico city. The south-east, the poorest 
part of the country, has few big 
roads, and those few inevitably 
lead to the capital. West and north 
of Mexico city the highways rise 
through the prosperous industrial 
corridor of the states of Queretaro, 
Guanajuato and Jalisco, only to 
peter out, leaving some states in 
the mid-north of the country with 
nothing but secondary roads. In 
August Ricardo Monreal, the gov- 
ernor of one of those states, Zaca- 
tecas, marched from there to Mex- 
ico city in protest at the federal 
government's failure to build a 
promised highway. As it hap- 








pened, the government had just paid off 
its $3 billion rwr loan ahead of time: 
"Enough for то highways," complained 
Mr Monreal as he tended his blisters. 

Mexico's roads are an expression of 
its diversity. They range from the small, 
bumpy, crowded one-lane affairs of the 
back country to wide, clean, expensive 
and almost empty expressways that 
sweep along the major routes. 

On the roads, too, the conflict be- 
tween the rule of power and the rule of 
law that characterises modern Mexico is 
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played out all over again, and power 
usually wins. Mexicans are skilful driv- 
ers, but uncompromisingly selfish. A 
classic Mexican saying, el que no transa 
no avanza—he who does not cheat does 
not advance—seems douoly true when 
vou are stuck in a Mexicocity traffic jam 
for hours on end. Cutting up another 
driver is therefore perfectly acceptable. 
The congestion on the highways is 
made worse by the frequent signs urging 
“Slow traffic—right lane", because driv- 
ers interpret them as saying that any fast 
traffic—which means practically every- | 
thing, since no self-respecting driver 
would admit to being slow—should 
avoid the right lane, automatically 
reducing three lanes to two. Para- 
doxically, therefore, the fastest 
way to get anywhere is usually to 
stick to the slow lane. 
Nonetheless, the authorities 
do their valiant best to ensure that 
law and good order are observed. 
Signs to admonish drivers include: 
“Don’t drive when you're tired” 
and “Drive carefully, your family 
is waiting for you”; and perhaps 
most poignant of all, standing for- 
lornly on a road out of Morelia, in 
the state of Michoacan: “The traf- 
fic lights are not for decoration.” 
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thanks to the pri’s land reform, nobody is allowed 
to own more than 100 hectares of land for perennial 
crops, or 200 hectares for seasonal ones. And al- 
though groups of up to 25 people can club together 
to cultivate their land, it is much easier to find a big 
uninterrupted tract in the north, where the rural 
population is half as dense. 

Moreover, NAFTA itself is stretching the north- 
south gap. Maquiladoras are built mostly in north- 
em states, except for Yucatan—which, although it is 
in the south-east, is quite close to the United States 
by sea. Non-maquila exporters, who have always 
been better off in the north, enjoy an even bigger ad- 
vantage once tariffs are gone. (If a northerner pays 
$100 in transport costs and a southerner pays $200, 
and both pay $100 in tariffs, the southerner's total 
costs are 50% more than the northerner's; without 


tariffs, 100% more.) And the businesses and farmers 
best placed to compete on NAFTA terms tend to be in 
the north. 

The government had planned to launch a re- 
gional development scheme two years ago, but 
shelved it when oil prices fell, and government reve- 
nues with them. Mr Levy, who was one of the 
scheme's designers, foresees a grim future if it is not 
revived. ^We want to avoid the Italian model," he 
says. “If something is not done now, in 20 years there 
will be a really major divide.” 

Poor old south. It is beautiful in nature, rich in 
culture, agreeable of climate, slow of pace, blessed 
with water and minerals and oil and gas, and fairly 
free of the low-rise-high-speed urban sprawl of the 
northern cities. It gets a rough deal. But then it is not 
alone in that. Mexico is two in more ways than one. 





Rich is rich and poor is poor 


OU do not have to cross Mexico to see its differ- 

ences. It is enough—in fact, better—just to cross 
town. From the guarded mansions on the western 
periphery of Mexico city to the unpaved, rubbish- 
filled streets in the eastern slums, you move from 
one world to another. A trip from San Cristobal de 
las Casas, a colonial tourist town in Chiapas with a 
proliferation of Internet cafés, to the villages loyal to 
Chiapas's Zapatist rebels, with neither electricity 
nor running water, takes you back decades in time; 
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it also helps explain why rebels remain. More jarring 
still are the invisible inequalities, the ones hidden in 
statistics. Two centuries ago the German explorer 
Alexander von Humboldt wrote: "Mexico is the 
land of inequality. Perhaps nowhere is there one 
more appalling in the distribution of fortunes." 
Poverty is one thing; inequality another. Esti- 
mates of the number of people living in poverty 
vary enormously with the political affiliation of the 
person doing the estimating. The government's Mr 
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Levy reckons that a quarter of Mexicans do not have 
enough money for the bare essentials of food and 
clothing. The minimum wage, which for Mexico city 
is currently worth around $4 a day, has become 
fairly meaningless, since according to government 
statistics a third of the working population earns 
less than that minimum. But official figures suggest 
that since the 1994-95 crisis inequality has become 
slightly worse. 

Admittedly, wage inequality has worsened 
pretty much everywhere in the world. According to 
Miguel Szekely and Marianne Hilgert at the Inter- 
American Development Bank, certain kinds of 
economic reform are correlated with increasing 
wage inequality. But they also calculate that in the 
1990s Mexico’s wage inequality has risen more than 
any other Latin American country’s. Admittedly, 
wages show only part of the picture. Poor families 
may have many other sources of income. But the in- 
equalities are not confined to wages. 

Nationwide statistics show that some things are 
getting better. Infant mortality, for instance, has 
dropped from 93 deaths per 1,000 live births in 1960 
to 28 in 1998 (see table 5). It is a smaller drop than the 
Latin American average, or than the drop for com- 
parable medium-income countries, but very wel- 
come nonetheless. 

However, Mexico is a country where averages 
conceal huge differences within the population. Ac- 
cording to data collected by John Scott at сіре, а 
Mexico city university, in 1998 infant mortality 
among the richest 20% was 13 per 1,000, whereas for 
the poorest 20% it was 52 per 1,000, four times as 
high. In the Philippines, where the national average 
for infant mortality is similar to Mexico's, the inci- 
dence for the poor was less than twice as high as for 
the rich. 

Another example of inequality is education. The 
average Mexican child now gets 7.7 years of school- 
ing, up from only 2.8 in 1960. That puts Mexico 
roughly in the middle among Latin American coun- 


tries. However, it has a bigger schooling gap be- 
tween rich and poor than any of its neighbours. In 
the mid-1990s the poorest 10% of its children aver- 
aged only 2.1 years; the richest 10%, 12.1 years. 

Given that Mexico's spending on education as a 
percentage of its budget is among the highest in the 
region, this calls for an explanation. Mr Scott's fig- 
ures provide one. In the 1970s the government 
poured money into higher education, peaking in 
1974 when it spent over 20 times as much on each 
university student as it did on each primary-school 
pupil. That factor fell, then rose again during the 
1980s depression, when basic education took the 
brunt of budget cuts so that spending per pupil 
dropped to its lowest level in three decades. Then 
the imbalance lessened again, but even today higher 
education gets over five times as much per student 
as primary education does. The orcp average is 
around twice as much. 

All this happened at least partly because of the 
PRI'S attempts at social control. In 1968 the gov- 
ernment of President Gustavo Diaz Ordaz violently 
suppressed student protests, breeding a generation 
of left-wing dissidents. The next president, Luis 
Echeverria, tried to win back student loyalty by 
spending more on universities. Since better-off kids 
are more likely to go to university, the bias in educa- 
tional spending is one of the most pernicious ways 
in which the system has kept the poor in poverty. 

Mr Zedillo’s government has begun to tackle the 
bias, spending more on basic education and starting 
a poverty programme, Progresa, which gives 2.6m of 
the poorest families money and food if they send 
their children to school and mothers to health clin- 
ics. It seems to be working. A recent study found 
that, three years after the programme started, in- 
fants covered by the programme were 22% less likely 
to die before their second birthdays, and schoolchil- 
dren stayed on for an average of a year longer. 

Indeed, in the past two decades Mexico has, in 
one sense, become twice as much of a welfare state 
as it used to be. Social spending now accounts for 
61.5% of the budget, up from 30.4% in 1981. But the 
budget as a proportion of cp» has shrunk by nearly 
half, mainly because the government, by selling off 
many state enterprises, has been reducing its role in 
the economy. Alas, so have a lot of its citizens. 


Long shadow 


At the far southern edge of Mexico city, on Tuesday 
and Thursday mornings, an enormous market 
opens for business before dawn. By the morning 
rush hour it is already closing down, and the goods 
sold there—plastic combs, digital watches, cassette 
players, children's dolls and a thousand other tacky 
items—are being hawked by stallholders all over the 
metropolis. Often the vendors string up wires to 
nearby electricity poles to swipe a bit of current for 
the bare bulbs that light their stalls far into the night. 
Needless to say, they do not pay for the electricity, 
any more than they pay their taxes. 

It is one more example of the two Mexicos: the 
formal economy and the informal one. The infor- 
mal economy is both the result of, and the cushion 
for, Mexico's repeated economic collapses. With 
each crisis comes a wave of job losses; and in every 
wave, there are some people who give up on the du- 
bious stability of a proper job and go informal. If the 
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number of ambulantes, or street vendors, is any- 
thing to go by, the informal sector is growing fast. 

The informal economy, says Nydia Iglesias, a 
political scientist at Banamex, a bank, has its own 
parallel structures: pensions (a fund in a bank ac- 
count, into which all the members of a group pay a 
share), credit schemes (loan sharks), child care (a 
neighbours rota), and security (hired thugs). Leaders 
of informal workers, like union leaders, became 
links to the pri, giving the party their support in re- 
turn for, say, protected spaces for street stalls. When 
the left-wing Party of the Democratic Revolution 
(PRD) won the mayorship of Mexico city in 1997, it 
tried to restrict ambulantes to a few locations and 
got itself into a noisy battle, which it lost. But now 
some ambulantes have transferred their allegiance 
to the PRD. 

By definition, it is hard to tell the size of this 
shadow economy. The government recently esti- 
mated that of the economically active population of 
32.6m, 9.3m work informally, contributing 12.7% of 
Gppr—nearly three times as much as the farming sec- 
tor. Ms Iglesias puts the figure much higher: she 
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reckons that 15.6m people work informally at least 
some of the time. Their numbers will come down in 
response to steady growth and job creation, which 
Mexico is now beginning to enjoy. But that is only a 
start. Restrictive labour laws and bureaucratic red 
tape also encourage people to try to get round the 
rules, and the weak banking system, yet again, is a 
hurdle, because it encourages loan sharks. 
Reducing the size of the shadow economy is es- 
sential, though, because Mexico's government badly 
needs more tax revenue. It collects only 11% of GDP in 
tax, way below the level even in a relatively low-tax 
country such as the United States, and a third of its 
total income is from oil. The oil price is volatile and 
unreliable, and Pemex is already too heavily taxed. 
Dips in revenues caused by low oil prices or econ- 
omic crises in the past have led to damaging budget 
cuts, such as the emasculation of the education bud- 
get in the 1980s and the suspension of the de- 
velopment plan for the south in the 1990s. But get- 
ting Mexicans to pay more taxes is hard. When the 
locals pay money to someone in authority, it is usu- 
ally for something quite different. 
a 





Something for a refresco 


HE policeman leans on the car window and gets 

straight to the point. "The fine for an illegal turn 
is 960 pesos, young man. Would you like to pay the 
fine, or would you prefer that we ‘arrange’ it?" 

Your correspondent decides to try a little experi- 
ment. “Га like to pay the fine." The cop is unruffled. 
"The fine is very expensive, young man," he says in- 
dulgently, as if talking to a 16-year-old. "Wouldn't 
you prefer to give me something for a refresco?" 

"Something for a refresco", a soft drink, is, like 
"arranging it", one of many well-known code- 
phrases. But foreigners can fake bemusement. “А re- 
fresco? Er... what about the fine?" "Come on, a little 
something..." “...and the fine?" 

Eventually the cop straightens up. He has had 
enough. His face is stern. "Very well, then, young 
man. Off you go, and don't do it again." 

When corruption is not merely an alternative 
method of law enforcement but the only method, 
things have reached a pretty pass. Last year the Mex- 
ico city government—by then no longer run by the 
PRI but by the left-wing Party of the Democratic 
Revolution (PRp)— briefly tried the desperate ruse of 
taking ticket books away from traffic policemen and 
leaving the issuing of tickets to policewomen, argu- 
ing that they were less corrupt. Since men in the traf- 
fic police outnumber women by nine to one, this 
made driving offences ten times as hard to enforce, 
as well as making it ten times as tempting for po- 
licewomen to take something for a refresco. 

To be fair, it is not all the cop's fault. He (or in- 
deed she) gets a miserable salary, he probably has to 
pay a commission to his chief, and if he were to 
hand out lots of tickets, he would have to do lots of 
paperwork. The official in the licensing department, 
the building safety inspector and the anti-narcotics 
agent are all under the same pressures. This has 
been grimly proven by Mr Zedillo's attempt to crack 
down on drug-trafficking by involving the army 
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more closely. The once-untouchable military has 
been shaken by corruption scandals. Raising sala- 
ries and cutting bureaucracy can help, but the cul- 
ture that makes corruption half-acceptable, and the 
networks that feed it, are hard to dismantle. 


Mr (or Mrs) Big 
In the town hall of Chimalhuacan, chaos reigns. 
People throng in the hallways and wait in bare of- 
fices piled high with cardboard boxes. It is two 
weeks since the new municipal government took 
over, only to find that the outgoing mayor and his 
staff had taken furniture and equipment, burnt files 
and ripped the hard drive out of the main com- 
puter. Salaries have been paid only because some- 
one sifting through a rubbish bin was lucky enough 
to find a copy of the payroll—though 140 of the 
2,200-0dd employees were listed twice, with differ- 
ent jobs. Telephone and electricity bills are long 
overdue, health-insurance premiums have not been 
paid for 18 months, the : 
money from local taxes and 
business licences appears to 
have been pocketed. All in 
all, estimates Adriana Ar- 
gudin, the treasurer, the 
municipal government 
owes about 80m pesos. 
Chimalhuacan, a slum 
town of 1.2m people on the 
eastern edge of Mexico city, 
was for 15 years under the 
thumb of Guadalupe Buen- 
dia, known as “the she- 
wolf’. Mrs Buendia was, by 
all accounts, a classic ca- 
cique, or local boss, who 
ran the town through a 
bevy of relatives in official 











Doing it the hard way 
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jobs. She had wanted one of her sons to be the prt’s 
mayoral candidate in the election in July this year, 
and was furious when the party chose Jesus Tolen- 
tino, a member of a rival group. At Mr Tolentino's 
swearing-in in August, his and her supporters 
clashed violently, leaving at least ten dead. The mess 
in the town hall was the she-wolf's parting shot. 

Caciques were one reason why the pri (then the 
PNR) was created. Its aim was to bring warring local 
bosses together under a common banner. But rather 
than eliminate caciquismo, the party took advan- 
tage of it. Caciques acted as links in the chain be- 
tween the party and their own private clientele, 
bringing votes in return for concessions. Mrs Buen- 
dia had started out as a campaigner for poor resi- 
dents and migrants who came to Chimalhuacan 
from the countryside. A shanty 
town with a swelling population 
and scarce resources is a perfect 
place to stake out a patch, but a са- 
cique could just as well be a cor- 
rupt police chief, union leader or 
head of a group of street vendors. 

So as the pri disappears, the 
caciques remain, like rocks poking 
up from a receding lake. No doubt 
there аге fewer Chimalhuacans 
than there used to be now that the 
opposition has increased its hold 
at state and local level. But they 
pose a twofold threat to the new 
administration. First, as the PRI's 
structure and discipline fall apart, 
once-obedient caciques will start 
acting independently, as Mrs 
Buendia did when her son was 
passed over for mayor, with some- 
times violent results. 


Second, although the pri has v 


lost the presidency, it still governs An endless task 


in 19 states. Some continue to be 

run in the old way. There, Mr Fox's plan to give the 
states more control over their spending could even 
help caciquismo flourish for a while. Mrs Buendia is 
now in jail, but opposition parties in Chimal- 
huacan, which is in the pri-run state of Mexico, 
claim that Mr Tolentino, the new mayor, is just as 
much a cacique as she was. 


Mr Very Big Indeed 


When the ғкоѕ Cuauhtemoc Cardenas became 
mayor of Mexico city in 1997, he found himself in 
much the same spot as Mr Tolentino. Oscar Espi- 
nosa, the outgoing pri “regent” (picked by the presi- 
dent; Mr Cardenas was the first elected mayor), and 
his people had stripped the offices bare. President 
Zedillo overlooked Mr Espinosa's behaviour and 
made him minister of tourism. But in August this 
year, at about the time that Mr Tolentino was trying 
to take up his post as mayor of Chimalhuacan, the 
Mexico city prosecutor filed charges against Mr Es- 
pinosa for the misuse of 420m pesos ($45m now, 
and worth rather more at the time) from the city's 
coffers. Mr Espinosa resigned from his ministerial 
job, which carries immunity from prosecution, os- 
tensibly so that he could face the charges. Then he 
disappeared. 

Mr Zedillo must be used to such embarrass- 





ments. In 1997 his drugs tsar, General Jesus Gutierrez 
Rebollo, turned out to be in the pay of cocaine- 
traffickers. In 1998 the governor of the state of More- 
los, Jorge Carrillo Olea, stepped down after crime, 
and especially kidnapping, in his state skyrocketed. 


Last year Mario Villanueva, governor of the state of | 


Quintana Roo, did a runner days before his term in 
office (and with it his immunity) expired, even as 
federal agents were closing in to nab him for sus- 
pected narco-links. 

It is heartening that such cases are going public 
but, less hearteningly, the prosecutors have been 
catching few villains. In everything from drug- 
trafficking to embezzlement to bank fraud, sus- 
pected big-time criminals have been getting away, 
either by disappearing or by having their cases de- 
layed or thrown out on technicali- 
ties. Of the fearsome four above, 
only General Gutierrez is in jail. 

The flights of Messrs Espinosa 
and Villanueva were each instruc- 
tive in their own way. First, they 
showed that immunity from pros- 
ecution for high officials and poli- 
ticians is a bad idea. Second, they 
demonstrated the need for differ- 
ent police forces to work together 
more effectively. Mr Espinosa es- 
caped through the one state that 
has no co-operation agreement 
with the capital’s police. Mexico 
has a vast, indeed unknown, num- 
ber of separate police forces for 
separate regions and separate 
kinds of offences. (Some started life 
as the personal-security mobs of 
pre-pri caciques.) A national po- 
lice database is being set up, but 
until it is ready, these forces have 
no easy way to share information, 
and a force hiring new officers has 
no way to check that they have not been fired by 
another one, or been convicted of crimes some- 
where else in the country. That makes it somewhat 
futile for individual forces to attempt to clean up on 
their own. 

Mr Villanueva, for his part, escaped the clutches 
of federal agents because his own state police pro- 
tected him. The lesson there is that Mr Zedillo's top 
law officers may be clean, but they are often power- 
less against corruption at lower levels. Daniel Ariz- 
mendi, a notorious kidnapper and former police- 
man, enjoyed the protection of former colleagues 
and was captured last year only after a nine-month 
manhunt. The chief of the Morelos police anti- 
kidnapping unit under Mr Carrillo Olea was found 
dumping bodies of kidnap victims in a river. 

Such collusion between police and criminals is 
on its way out, but that itself is sometimes cause for 
trouble. A visit to Ciudad Juarez, across the border 
from El Paso, Texas, shows why. 

Juarez is in the state of Chihuahua, which has a 
certain notoriety for being the only state so far in 
which the prt first lost the governorship (to the PAN) 
but then, in 1998, won it back again. Juarez also has a 
certain notoriety for its drug-trafficking cartel, 
which is so well-known that the city authorities re- 
cently made a plea to stop calling it “the Juarez car- 
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_ tel" on the ground that it was bad for the city's im- 
age. Its leader, Amado Carrillo Fuentes, died in 1997 
while undergoing plastic surgery. (His surgeon’s tor- 
tured body was found shortly afterwards.) 
“The cartel’s work, however, seemed to continue 
‘unabated after the boss's death. Mexico's cocaine 
‘seizures last year totalled 33.5 tonnes, up 48% on the 
year before. The authorities were proud of this 
achievement, but to many drugs experts the quan- 
tity seized measures not the authorities’ efficacy but 
< | “rather the traffickers’ industry; as a proportion of to- 
tal business done, the experts reckon, seizures stay 
roughly constant. According to Alfredo Quijano, 
editor of Norte, a Juarez newspaper, Mr Carrillo’s 
кп simply broke up the cartel into smaller cells 




















and made it even harder to attack. Although his 
brother Vicente replaced him as chieftain, he is: 
thought to be less powerful. 

But another reason it flourishes, says Mr Qui- 
jano, is that during the ркт rule in Chihuahua; “The 
criminals were controlled by the police. It was a sys- 
tem that worked." The police protection rackets 
were a delicate balancing act—allow enough crime 
to make a profit, but not so much that the citizens 
got rebellious. 

The rAN government, while it lasted, was less 
corrupt. It did improve crime clear-up rates апа po- 
lice efficiency, yet total crime increased. Having di 
mantled the old system, it found that imposing i a 
new one was unexpectedly hard. . 
ا ت مف س سم‎ 











5 c ЗАМВІО”: change. Vicente Fox made that 
54 N22 word the contre of his election campaign, 
-| along with another, the powerful and flexible “iyat”, 
«| which can mean “now” or "already" or "it's time” or 
“enough!” In the end, 42.7% of voters decided that, 
indeed, enough was enough and it was time for a 
|. change; and that Mr Fox was the man to bring it 
| about Buta change to what? 
of Mexicans have already had a taste of life 
t the ркт. Governors from other parties rule, 
are about to, in 13 states: seven for Mr Fox's PAN, 
ur (including Mexico city) for the left-wing PRD or 
RD coalitions with minor parties, and two for a 
road multi-party alliance. Their experience shows 
that asudden change is too much to hope for. 
... For example, many have tried to fight cor- 
 ruption and crime by cleaning out their police, giv- 
ing officers better training and. paying them more. 
This does not always work, for the reasons outlined 
in the previous section. Ricardo Monreal, PRD gov- 
© етпог of the: northern-central state of Zacatecas, 
“used to tell the story of how he slashed crime in his 
state by trebling or quadrupling the pay of police 
|. and judges and saying to them: "There won't be a 
-| witch-hunt, but the protection rackets must stop." It 
| seemed to work for a while, but it did not remove 
. | the incentives for corruption, and now the governor 
| ads discreetly asking for help. 
Cos For an idea of what change might mean under 
Mr Fox, a good place to look is Guanajuato, his 
home state and the one he governed before stepping 
down to run for president. The pan had already 
` been in charge for four years when he took over in 
1.1995, but only two years after taking office Mr Fox 
"E: began gradually to start his long, slow run-up to the 
E presidential campaign. 
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On the plus side, crime in 1999 was 26% down on 

1995. The police have become more professional, ac- 

¿cording to Luis Miguel Rionda at the University of 

Guanajuato. Unemployment has fallen from over 

7% to around 2%, though that partly reflects a na- 

tionwide fall since 1995. Mr Fox was an energetic 

1 promotor of Guanajuato abroad and attracted in- 
` vestment and jobs to its central industrial corridor. 

tC On either side of that corridor, however, lie de- 

ressed rural communities. The differences in 

vealth and development between the centre and 
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The man from whom miracles hang 






















































the edges of the state rival the divide between north 
and south Mexico. Guanajuato is close to the top of ei promises 
the list of Mexican states supplying migrants to the 
United States, Mr Fox spent two years in power be- 
fore presenting his social-policy proposals, and 
even members of the state’s government agree that 
the poor have yet to see any real improvement. 

But the staff at the state’s regional development 
office exude an almost messianic zeal for. the way 
that Guanajuato is tackling poverty. There are so 
many committees and working groups to involve 
the state's citizens that nobody can keep track. "The 
important thing we're building here is the qualita- 
tive," says Carlos Foulkes, director cf a department 
concerned with poverty. The aim, he explains, is to 
end the centrally controlled paternalism: of the PRI 
and let proposals come from the bottom up. 

If there is one thing that distinguishes the new 
president of Mexico from his predecessors, it is cer- 
tainly the qualitative. He is a businessman, a former 
boss of Coca-Cola in Mexico, who talks of total - 
quality management and performance indicators— 
for government. He is a rancher who, perched atop 
his horse, bears an uncanny resemblance (on which. 
he plays shamelessly) to a moustachioed Marlboro 
Man. He is a capitalist par excellence, passionate 
about the use of microcredit schernes to help the 
poor set up small businesses, and a fan of free trade, 
but describes himself as “centre-left”, a believer in 
limited government intervention to help backward 
parts of the economy develop. 


Caudillo in a new guise? 


He is, say some, a caudillo, a strong-arm ruler with 
dictatorial instincts in the best Latin American tra- 
dition. During the election campaign, his worst mo- 
ment was a televised argument between the three 
main candidates in which he came out looking as 
stubborn as a mule. Yet he is a great self-publicist, 
who then worked his stubbornness into the.cam- 
paign as a selling point. He has for many years been 
a member of the PAN, a conservative, Catholic, busi- 
ness-oriented party. But he is not a traditional party 
man, and became its presidential candidate by 
starting his own personal campaign so far ahead 
that nobody could stop him. He is aiso a pragmatist, 
who had people of various political stripes in his 
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Miracle man? 








cabinet in Guanajuato and attracted an equally di- 
verse bunch to his campaign bandwagon, and then 
to the “transition team” for the period before the 
swearing-in on December ist. 

That team has thrown out many hints of what 
may be to come. There will be a new security and 
justice ministry to restructure crime-fighting. The 
states will have more autonomy. Mr Fox has talked 
of turning the NAFTA countries into a common mar- 
ket, an idea received with scepticism further north. 
A tax reform is on the agenda. So is a restructuring of 
Pemex, to let the oil firm operate as an independent 
company—albeit one still owned by the state, a 
commitment Mr Fox had to make to silence howls 
of fury over rumours that he might privatise it. 

On the campaign trail Mr Fox promised 7% an- 
nual growth in Gpr, but that has already been soft- 
ened into a longer-term target; the central bank has 
given warning that this year's growth, expected to be 
around 7%, is unsustainable, and that the economy 
risks overheating. So far, there is little clue as to how 
Mr Fox plans to bring about real and deep change, 
and it may be months before the new administra- 
tion presents a coherent and detailed programme. 

Whatever he comes up with, the new president 
will have two big things on his side. First, obviously, 
he is not from the pri. Any incoming pri president 
has always been beholden to the clamouring multi- 
tude of interest groups and allies whose support 
had got him elected. Mr Fox has fewer such commit- 
ments. Second, no president in 30 years has taken 
over Mexico in such healthy macroeconomic condi- 
tion. Even if the past three presidents had had the 
will, the ideas or the political freedom of movement 
to make Mexico a fairer place, they were too busy 
staving off total collapse to do it. Mr Fox thus has a 
great deal of both political and economic freedom. 


Double-edged machete 


But the same freedoms also raise their own obsta- 
cles. The grand irony of the ркт’ all-powerful rulers 
is that the Mexican president is constitutionally 
pretty weak compared with his colleagues else- 
where in Latin America. In an emergency he cannot 
rule by decree; he cannot veto Congress; if Congress 
rejects the budget, he cannot carry on with an auto- 
matic interim budget while the impasse is cleared. 





When the pri was in control, these checks and bal- 
ances existed purely for show, but the more power it 
has lost, the more they have started to function as 
they were meant to. With a non-rRi president in of- 
fice, that process will be complete. 

And the checks and balances will be many. His 
party, the PAN, is in the minority in both houses of 
Congress—in the Senate it has fewer seats than the 
PRI—SO Mr Fox will need, and will have to negotiate, 
PRI Or PRD support for each and every law he wants 
passed. The PAN itself is split. Most of it supports Mr 
Fox, but some members still resent him as a rude, 
loud-mouthed and ideologically dubious arriviste. 
He may be forced to make concessions to them. 

Of the old system, the 19 pri state governors are a 
force to be reckoned with, the strongest force the pri 
has left. Those with cacique leanings who are trying 
to maintain their own fiefs will be especially recalci- 
trant. And Mr Fox may also face opposition, or at 
least heavy foot-dragging, from the many unions, 
peasant groups and other popular organisations still 
loyal to the pri. 

Much, though, depends on whether the party 
can stay whole after its defeat. A complex internal 
struggle has broken out. On one side are the mod- 
ernising “technocrats” who have recently domin- 
ated the federal government and who backed the 
PRI'S candidate, Francisco Labastida; on the other, 
the “dinosaurs”, among them some of the state gov- 
ernors, who blame the technocrats and their free- 
market policies for the repeated economic crises— 
and, therefore, for the pri’s downfall. How it will 
end is anybody's guess, but it is hard to see how an 
organisation that defined itself by its grip on power 
can transform itself into a modern, ideologically- 
oriented political party without losing members. 

Last but not least, Mr Fox has to consider the 
people of Mexico. Many who voted for him were 
not PAN supporters, but chose him for his message 
of change. One of his slogans was “The change that 
suits you", which left it up to the voters to decide 
what change suited them, and to hope that Mr Fox 
was offering it. His changes will have to suit enough 
people to maintain his popularity and, if he can, in- 
crease the PAN's presence in Congress in the 2003 
mid-term elections. 

Yet the really important changes, the ones that 
will modernise Mexico's institutions, reduce its in- 
equalities and social problems, and neutralise its 
pervasive corruption, will take a long time to bring 
about. They may scarcely show up before Mr Fox 
comes to the end of his term. Disappointments are 
inevitable. "Le colgaron muchos milagros," say 
Spanish-speakers of someone who has failed to live 
up to expectations: "They hung many miracles from 
him." Mexico's voters have hung almost as many 
miracles on Mr Fox as they hang on Mexico's patron 
saint, the Virgin of Guadalupe. And, unlike the vir- 
gin, the president is no longer the sacred and un- 
touchable figure that he was in the ркт” heyday. 

To succeed, therefore, he must balance populist 
quick fixes with the deep reforms that the country 
needs. Mexico has some shining jewels, but also 
many rough diamonds. Mr Fox can just polish the 
jewels, or he can cut the rough diamonds so that 
they, too, sparkle. That will be much harder—but 
Mexico will be the richer for it. 

a 
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finally reported. Whose fault was it? 


N MARCH 1996 the Conservative health 
etary, Stephen Dorrell, told the House 
of Commons that, despite the government's 
previous assertions to the contrary, 
probably was a link between “mad 
isease” and variant Creutzfeldt-Jakob 
se (сур), a new, fatal, degenerative 
| banc disease in humans. This admission 
ended the decade of vacillation and prevari- 
cation by ministers and their advisers, that 
followed: the first identification of bovine 
spongiform encephalopathy (sse) in cattle. 

ite exhaustively chronicled 
report of a public inquiry that was fi- 
released on October 26th. 
The inquiry began work more than two 
o,andits report runs to16 volumes. It 
Ye of the most intimate looks at the slow- 
ming wheels of government policy ever 
roduced. Like the entire sse saga, it man- 
es to bore, scandalise, disgust and terrify, 
the same time. The science of BSE, 
human equivalent, vcyp, is too» 
plicated for most laymen to com- 
_prehend; much of it remains, as the re~ 
„port acknowledges, inconclusive. The ¥ 
` question most people willexpectit toan- | 



























Most people will probably be disap- 
| :d. The report says that it is not in the 
ı business of identifying “villains and scape- 
| "Indeed it dishes out more praise than 
As is currently the vogue, its most 
ng criticisms are "institutional". In this 
; the principal institution in question is 
Ministry of Agriculture, Fisheries and 
‘ood (MAFF). The report identifies a secre- 
уе, bureaucratic culture within MAFF, iner- 
a in the face of changing scientific advice 
ad lack of rigour in imposing regulations. 
-MAEF. was bad at commissioning research 
about sss. It failed to plan for untoward con- 
tingencies. 

The report does, however, name around 
30 individuals whose behaviour is deemed 
to have been at fault. Among the guilty men 
are Keith Meldrum, formerly the govern- 
ments chief veterinary officer, and two for- 
«mer chief medical officers, Sir Donald Ach- 
- esonand Sir Kenneth Calman. 
ut Of course it is the guilt of politicians, 
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Of secrecy and madness 


The official inquiry into the government's handling of mad cow disease has 
quiry 


rather than that of bureaucrats and scien- 
tists, which will excite most. Did ministers lie 
to the public? Did they place the interests of 
industry above those of consumers? The re- 
port acquits the Tory ministers who were in 
power at the time of lying, and finds no evi- 
dence of industrial bias. But it does say that 
the government was too keen to play down 
risks to human health, for fear of alarming 
the public—"the campaign of reassurance 
was a mistake". 
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One of the enduring imag 

years is that of john Gummer, 

culture secretary, feeding 

daughter a hamburger in 199 

strate the safety of British beef. Mr 

largely escapes censure, although h 
agriculture secretaries, Douglas Hogg an 


John Macgregor, are criticised for lack of 


planning and playing down risks, respei 
tively. Other ex-ministerial names on the li 
of wrongdoets are Angela Browning and 
Kenneth Clarke. a 

` The Tories are now our of power. 1 h 
fallen to the current government to accept 
thatit has а moral duty to make amends to 
the victims and. their families. с 
have recognised the. anomaly whereb 
“farmers (some of whom were complicit i 
the rise of Bsr), have been compensate 
-victims have not. There is to be a compens 
tion scheme for the victims’ families, as we 
as improved health care for those s 

from vēji, as recommenced by the rej 
How much this settlement ends up 
depends, of course, on how mat 

ple contract vcyp. So far, there 
bride ес Misi tion. 

























Al though ihe uncertain science of | 
makes this episode exceptional, the repo 
`. has raised important questions for t 
future, among them how gove 
should cope with scientific unce 
and how much informa 
-.. should share with the public. 
: port favours greater transparent 
“establishing an independent Foo 
Standards Agency (esa), the n 
government has already tried to separa 
responsibility for food. safety from e 
motion of farming. 
The political and cultural lega 
enormous. Because of it, public t 
ence and government's ability to re 
has plummeted. Anxiety about food safe! 
manifest most starkly in the furore over g 
netically modified foods, has explode 
the past five years, the farming industry has 
suffered a serious decline (although not only 
because of sse). Britain's relations with the 
European Union have been scarred by co 
tinuing wrangles over British beef exports. 
Billions have been spent on compensating 
farmers and cleaning up the food chain. But 
it is too early to tell whether this week's tê 
port turns out to record the genesis of a pro- 
longed catastrophe. 
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BRITAIN 
Art schools 


Designer economy 


The government has gone cold on Cool Britannia. But Britain’s artists and 
designers are still making a hot contribution to the economy 


T IS Turner Prize time again, and Britain’s 

modern artists are doing their best to con- 
firm the popular impression that they are a 
bunch of pretentious time-wasters. The 
£20,000 ($29,000) prize is Britain’s most im- 
portant contemporary art award, and the 
judges are used to generating controversy. 
Damien Hirst's pickled sheep have won, and 
last year Tracey Emin’s stained, unmade bed 
caught the headlines. This year was no dif- 
ferent. Among the entries are a pile of old 
trafficsignsand bollards (plus theoccasional 
filing cabinet) by Tomoko Takahashi, enti- 
tled “Learning to Drive”. 


But the Turner Prize now attracts just, 


plain derision as much as con- 
troversy. This year, a group of 
self-appointed traditional 
painters have even launched a 
counter movement called the 
"Stuckists". They have derided 
the Turner Prize as “ап on-go- 
ing national joke", and have 
promised to picket the tele- 
vised awards dinner dressed as 
clowns. 

The Stuckists are part of a 
backlash against the "Cool Bri- 
tannia" phenomenon of the 
mid-1990s. When the Blair 
government came to power, it 
lost noopportunity to laud art- 
ists and designers. Chris Smith, 





jobs. Despite the discredited rhetoric, it can 
be argued, as Christopher Frayling, rector of 
the Royal College of Art (RcA), does, that 
now, even more than in the mid-1990s, 
"Globally, people are looking to Britain as an 
art and design services centre." 

There is no doubt that the pop-star sta- 
tus accorded to the icons of "Cool Britannia", 
such as Damien Hirst or James Dyson, the 
designer of the eponymous vacuum- 
cleaner, inspired more teenagers to go into 
art and design than ever before. In 1999, one 
in every 19 university applicants wanted to 
study art and design. Five years ago, the fig- 
ure was just one in 61. According to the fur- 








the culture secretary, wrote a 
book called “Creative Britain” 
celebrating the economic and cultural value 
of the “creative industries”. Robin Cook, the 
foreign secretary, ostentatiously took down 
some of the dusty old portraits in his office, 
and replaced them with bits of modem art. 
Tony Blair entertained pop stars and design- 
ers at Downing Street. 

But the government has become uneasy 
about all the derision this attracted and has 
dropped the phrase “Cool Britannia” from 
the official vocabulary. The turning point 
was probably the fiasco of the Millennium 
Dome, which was meant to harness the best 
in British design to provide a national show- 
case—but which turned into a loss-making 
embarrassment. 

Now that the fad has passed in West- 
minster, however, it is worth pointing out 
that—beyond all the hype—there is some- 
thing real going on. Britain's art schools are 
booming, and so are the design industries 
that feed off them. Art and design courses 
are still attracting record numbers of stu- 
dents, and, remarkably, the art and design 
industries are still offering more and more 


60 


Recruitment fair 


ther-education funding council, in 1998-99 
there were 222,573 art and design students, 
an increase of 62% on 1995, compared with 
an overall growth of 48% over the same per- 
iod. The university admissions service UCAS 
confirms that this upward growth is con- 
tinuing this year. 

Furthermore, Britain now attracts more 
overseas students to its art and design col- 
leges than to any other comparable institu- 
tions. The all-postgraduate rca has 840 stu- 
dents, of whom 266 are from overseas; 182 are 
from Europe. They pay £18,000 a year for the 
privilege, a testament to how sought-after 
these places are. The London Institute, 
responsible for several of the capital's top art 
and design colleges such as the London Col- 
lege of Fashion and Central Saint Martin’s 
College of Art and Design, charge £8,000 a 
year in overseas fees. But they still report a 
rapid increase in the number of foreign stu- 
dents, especially from Japan. 

In this context, the Turner Prize tells its 
own story. Of this year's four finalists, only 
oneis British-born. But the other three all live 


and work in Britain, and two, including Ms 
Takahashi, studied here. 

Even if the art and design schools are still 
bursting to the seams with eager young stu- 
dents, are there any jobs for these people 
when they leave? A few years ago even the 
optimists such as Mr Frayling were fearful 
that the colleges were churning out so many 
graduates that many of them would be des- 
tined to do nothing much more productive 
than revert to the traditional trade of the art 
school graduate, and play bass guitar in de- 
servedly obscure rock bands. 

But even here, the picture is still very 
positive. Those who stick to fine arts still run 
a risk of starving in a garret. But the Design 
Council estimates that the design industry, 
broadly defined, now employs about 
300,000 people. It quotes a London Business 
School study which puts the value of design 
to the British economy at £12 billion. And the 
industry is growing. Fee income in 1999 for 
the top 100 design consultancies was up 20% 

> оп 1998 to £490m, and they are 
still expanding. Such growth 
has been fuelled by the expan- 
sion of digital-media work, like 
the design of computer games, 
in which Britain is a world 
leader. 

Aidan Walker, a critic with 
Blueprint, a design magazine, 
points to the fact that this ex- 
pansion in the industry is 
matched by an increasing con- 
sumer appetite for styling and 
design. There has been a rash of 
prime-time television pro- 
grammes such as “Changing 
Rooms” and “Ground Force” 
dedicated to home and garden 
improvement. Even Wedg- 
wood, a byword for staid con- 
servatism, has just launched two new ce- 
ramics ranges by contemporary artists. Ford 
has announced plans to locate its advanced 
car-styling centre in Britain to take advan- 
tage of London’s status as a leading centre of 
design. Perhaps it should also consider en- 
tering some of its industrial waste for the 
Turner Prize. 





Britain and the euro 


Was that a No? 


ONY BLAIR does not make casual re- 

marks about British membership of the 
single European currency. In an interview 
with The Economist earlier this year he re- 
marked that "It is impossible for any British 
politician in a senior position to say any- 
thing on the euro that is not interpreted by 
our media in a ridiculously exaggerated 
way." For that reason he refused to speculate 
on how close Britain was to meeting the “five 
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mic tests", which are meant to deter- 
whether the government recommends 
n joins the euro. 
was no accident when Mr Blair said 
a recent trip to South Korea that, pud 
t circumstances, he would vote “ 
| a referendum on euro-membership. This 
is a definite tactical shift, with significant 
. practical. consequences. It makes the al- 
-ready-receding prospect that Britain will 
join the single currency within the next three 
“years even more remote. 
“An insight into Mr Blair's political cal- 
ulations are provided, curiously enough, by 
"the diaries of Paddy Ashdown, a former 
‚ leader of the Liberal Democrats, which are 
currently being serialised in the Times. Mr 
_ Ashdown’s diaries record the discussions he 
| with Mr Blair, when the Labour leader 
till in opposition. Mr Blair was outlin- 
ing ow he would try to keep open the op- 
tion of electoral reform, while preventing it 
coming a major issue in the forthcoming 
:: election. He told Mr Ashdown: “I would re- 
“spond to questioning along the lines of ‘If I 
“wasasked ina referendum how I would vote 
today, would voteno' and leave itopen as to 
ıı whether I: might change in the future.” This 
| verbal formula is almost exactly the one that 
has now employed over the euro. 
airs intention may simply be to 
ke it harder for the Tories to make the euro 
tral issue in the next general election, 
118 likely to be held in May 2001. Down- 
Street spokesmen are insisting that there 
een no change in the formal position— 
government will assess the economic 
onditions shortly after the next election. 
But.in practice it will now be much 
r for Mr Blair to recommend a."yes" 
without pointing to some significant 
economic change that has made him decide 
| thateuro-membershipi isnowagood idea. А 
series of recent announcements of job cuts 
_ by Japanese manufacturers in Britain—in- 
_ cluding Matsushita, Sony and Hitachi—will 
. strengthen the case that parts of British 
- manufacturing industry are being hit by ex- 
. clusion from the euro-zone. But some of the 
. Japanese are relocating to Eastern Europe, 
wi lich is also outside the single-currency 
‚ and British unemployment is still at 
3% compared with 9% in the euro-zone. 
While that remains the case—and the euro 
::continues to fall in value—the single cur- 
` rencyislikely to be a hard sell in Britain. 
«Indeed Mr Blair's statement—as well as 
beingan electoral tactic—is also a sign of de- 
'spairover the prospects of winning a vote on 
the euro. The numbers of Britons saying they 
: would vote against membership has risen 
::steadilyever since the currency’s launch. The 
- latest Mori poll showed 56% against joining 
гапа just 27% in favour. мовг boss, Bob 
|: Worcester, who justa few months ago pub- 
. lished an optimistic pamphlet on how the 
jovernment might win a euro-referendum, 
iow says that victory for the "yes" campaign. 
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neither a reason за nor е m 
his election as speaker, it hel 







own rather than for theConserva yes 
ing contender, an old-Etonian and fo 
cabinet minister, Sir George Young. 
The wishes of the government pl 
part too, albeit an inadvertent one. АШ! 
Топу Blair said he was neutral, it be 
plain toLabour backbenchers thatthe 
minister thought Sir Geo: ould | 
` More than a score of his ministers: 
the Tory. This appears to have provoked 
bour backbenchers into oné of their rare’ 
volts against the “control freakery’ of th 
own front bench, і "n 
This wasa perverse issue on which t 
sert their independence. Ever 
tion of 1997, constitution-W: 
a feared that enn daunnn 








is a virtual impossibility, even in the next 
Parliament. 

The likeliest scenario is that a referen-« 
dum on the euro will recede ever further into 
the future: Lord Owen, a former Labour for- 
eign. secretary who is campaigning against 
British membership, has said that his goal is 
notto win a euro-referendum, buttocreatea 
political climate in which it is impossible to 
hold one. So far, he is doing well. E 
c ——— ——— HR PN mm | 




















The speaker's election 


Is there a doctor : 3 
in the House? 


Iwill first call Mr Snape to move that Mr Магіп йо г 7: 
take the Chair. That will be seconded and debated. 
Thereafter, we may proceed to other candidates. 
Mr Winnick is to propose, as an amendment, Sir 
Alan Haselhurst; Mr Wigley is to propose, again as 
"anamendment, Mr Beith; Mr David Davis is simi- 
larly to propose Mrs Dunwoody; Mr MacGregor is 
to propose Sir George Young; Mr O'Neill is to pro- 
pose Mr Menzies Campbell; Mr Maxton is to pro= п 
pose Dr David Clark; Mr Wilkinson is to propose 
Mr Nicholas Winterton; Mr Cann is to propose Mr 
McWilliam; Mr Tom King is to propose Mr Lord; 
Mrs Shephard is to propose Sir Patrick Cormack; 
and Mr Martin Bell is to propose Mr Shepherd. 


To Edward Heath at the start of pro- 
ceedings on October 23rd, when the 
House of Commons decided by probably 
the least efficient means possible who was to 
take Betty Boothroyd’s place as speaker. 
Seven bad-tempered hours later the choice 
fell upon Michael Martin, her amiable but 
undistinguished deputy. As convention re- 
quires, Mr Martin put on a show of mock re- 
luctance when at last he was dragged by his 
fellows into the chair he had schemed night 
and day to inherit. The honour of sitting 
upon it also confers a six-figure salary and a 
lavish apartment overlooking the Thames. things even if it had beensitting he left, mer 

For more than three decades, conven- — cifully, to the imagination. | 
tion has also required the speakership to al- m 





one But the tribal circumstances of 
tion (he could not find a single Тогу! 









Alli in all it was an ip pi day. 
election was managed bySirEdwa 
whose half-century in the Comm 
made him its "father". The famous curm 
geon refused all calls for a proper ballot an 
insisted on a sequence of divisions on each 


quated election had underlined: the 
tence of achamber that had noteven beer 
session during the fuel crisis, the "no" vi 
Denmark's euro-referendum and the vi 

lencein the Middle East. Just whatdifferenc 
the Commons would have made to these 








Sir Ted's last laugh 





HIS column has noted before, in the case of that incorrigible 
old socialist, Tony Benn, that when a British politician has 
failed in most of his endeavours, sheer longevity can still be 
countedon toearn hima reputation as “an eminent parliamentar- 
ian". So it was this week, when Sir Edward Heath let it be known 
that after so consecutive years in the House of Commons he in- 
tends tostand down at the next general election. 

Colleagues and commentators churned out the usual gushing 
insincerities. William Hague, the present leader of the Conserva- 
tive Party, said how admirable it was that Sir Edward had,er, been 
around for so long and had a hand in so much. But the plain fact of 
thematter is that Sir Edward is rude and arrogant, that he has been 
repudiated by much of his own 
party, and that he will be remem- 
bered by most people chiefly as a 
loser. He lost all but one of his four 
election contests against Labour. He 
lost his ^who governs?" showdown 
with the striking miners in 1974. 
After that he lost the leadership of 
the Conservative Party to Margaret 
Thatcher. Worse still—indeed, fa- 
tally to his reputation in a nation 
that prides itself on its good los- 
«|. ers--he. was. an. impressively bad 

one. Losing to Mrs (now. Lady) 
Thatcher brought on a monumental 
sulk. It is no exaggeration to say that 
for a quarter of a century he could 
hardly bear to look at her, “Rejoice, 
| ‘rejoice, rejoice,” he said when at last 
she fell. Bloated with self-belief, he 
crowned his parliamentary: career 
this week with vintage pig-headed- 
ness, using his status as “father of the 
House” to refuse requests for a 
proper ballot to elect the new 
speaker. One Conservative histo- 
rian, Andrew Roberts, speculated 
afterwards on television that Sir Ed- 
ward would have deriveda perverse 
inward satisfaction from this final 
and deliberate spasm of parliamen- 
tary unpopularity. There will be plenty of dry eyes in the Com: 
mons when he finally departs. 

Will history prove any kinder to him? Few would quarrel with 
the verdict of Lord (Robert) Blake, one of the party's most eminent 
historians, that Sir Edward will never occupy a very high place in 
the Conservative pantheon. He will probably find his place some- 
where on the lower slopes, alongside Eden and Balfour. Even so, 
| there is room for asking how much can be blamed on his own fail- 
ures of character or policy, and how much on sheer bad luck. His 
|. premiership was bracketed by evil fortune, from the premature 
death of his chancellor, lain Macleod, in 1970 to the recession-in- 
ducing oil-price shock of 1973. But fate's cruellest blow was surely 
tohave inserted into his own party and cabinet the grocer's daugh- 
ter from Grantham who was to topple him before going on to 11 tu- 
multuous years as Britain's most adored and reviled post-war 
prime minister. You would feel bitter too, if in posterity’s eyes you 
were condemned to be nothing more than a passing squall before 
thestormofThatcherism. 

Actually, it is more galling even than that. In the minds of 
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many present-day Conservatives, the Heath years were not just 
what came before Thatcherism. They are what made Thatcherism 
both possible and necessary. This is because it was the bitter dis- 
appointment of senior Tories with Sir Edward, and especially with 
his turning away in government from the path of economic liber- 
alism he had seemed to map out at the Selsdon conference of 1970, 
that attached them to a woman who believed genuinely in rolling 
back the state, taming the unions and unleashing the market. De- 
spite the label of “Selsdon Man” that Labour’s Harold Wilson 
pinned on him, this was never what Sir Edward believed in. It may 
have suited him in 1970 to wear the badge of a free-market radical. 
But he was at heart a one-nation Conservative, a “moderniser” not 
dissimilar to Tony Blair, who be- 
lieved in consensus, the mixed econ- 
omy and the welfare state. 

In the present Conservative wis- 
dom, Sir Edward was the short-lived 
failure, who clung unimaginatively 
to one-nationism. Lady Thatcher 
was the free-thinking, free-market 
reformer who really changed Brit- 
ain. But will things look that way 30 
years’ hence? Perhaps not. Sir Ed- 
ward's singular achievement as 
prime minister was what he himself 
has called the “wildly exciting mo- 
ment" in May 1971 when he told the 
world that he had talked France's 
President Pompidou into repudiat- 
ing De Gaulle's infamous veto and 
accepting Britain into the European 
Common Market. In time, for better 
or worse, it is not unimaginable that 
this event will be seen to have had 
bigger long-run consequences for 
Britain than all of Lady Thatcher's 
actions put together. Indeed, the 
very thing that he sees as his great tri- 
umph may turn out to be the undo- 
ingof hers. 

By the time she was leaving of- 
fice, Lady Thatcher was beginning to 
suspect that many of the things she 
had done to introduce liberal economics in Britain were under 
threat from the European Union. In her Bruges speech of 1988 she 
warned her European partners that she "had not successfully 
rolled back the frontiers of the state in Britain, only to see them re- 
imposed ata European level, with a European super-state exerting 
a new dominance from Brussels.” But it was her own party's divi- 
sions on Europe that destroyed her premiership. After her fall, de- 
spite the half-hearted resistance of John Major, European integra- 
tion proceeded apace, gathering momentum in Britain after the 
election of Mr Blair and his accession to the кш? social chapter. 
Though nobody can know where the end-point of the EU's "ever 
closer union” will be, the present Eurosceptic leadership of the 
Conservative Party is haunted by Lord Denning’s observation that 
European law is an incoming tide that flows up the estuaries and 
cannot be held back. If one day the incoming tide bears with it the 
European “social model” (which British Tories know as one-na- 
tionism) that Lady Thatcher sweated so hard to dismantle in Brit- 
ain, Sir Edward will have the last | laugh. The famous bad loser may 
not cae өш. aloser at ab 
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ICHAEL ARMSTRONG, Атат chair- 
ДУ K тап, seemed determined to present 
this week's decision to break the giant com- 
"munications group into four more or less 
_ separate businesses as no more than thelogi- 
. cal outcome of the strategy he embarked on 
after his arrival at Ma Bell three years ago. 
_ That is understandable in terms of personal 
- pride. It may, however, do little to convince 
sceptical investors that what he is now doing 
kes sense—which it broadly does. 
ntil recently, Mr Armstrong believed in 
. avisionof arar as the supreme example of a 
. modem, fully integrated telecoms carrier. 
Recognising that revenues from its tradi- 
. tional long-distance voice business were 
. eroding fast, he hatched a bold plan to rein- 
vent Атат by offering a raft of consumer ser- 
vices; from local telephony to high-speed In- 
ternet access and digital television—to be 
made. possible by the acquisition and ex- 
pensive modernisation of a large chunk of 
America’s cable system. Into these tempt- 
ingly priced service “bundles” атат would 
_ also throw its mobile-phone offering. No ri- 
_ val, Mr Armstrong boasted, would be able to 
ovidesuch a complete answer to the needs 
America's families and its companies, 
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a Bell does the splits 


nder pressure from frustrated investors, AT&T is again breaking itself up. 
first article looks at the reasons behind this step, our second at the woes of 
ce-high-flying Lucent, spun out of AT&T four years ago 


large and small, which would also beoffered 
asimilarone-stop shop by Атат. 
Sadly for Mr Armstrong, he ran out-of 


both time and luck. Time was always going - 


to be his enemy. Having bet the best part of 
$100 billion of his shareholders' money on 
cable, he had to start showing some results 
before long-distance revenues went into free 
fall. But it has taken more time and effort 
than expected to spruce up previously in- 
vestment-starved cable networks, and. vi- 
cious price competition in the long-distance 
market has obscured what was good about 
the strategy. A further disappointment has 
been Атат ham-fisted failure to tie up 
agreements with other cable operators, such 
as Time Warner, tooffer telephony over their 
networks, a key element of the strategy. 

On the luck front, Mr Armstrong has suf- 
fered from a change of Wall Street fashion. A 
few years ago, gigantism was all the rage as 
investment bankers eagerly fuelled the tele- 
coms merger boom. The transformation of 
Bernie Ebbers’s WorldCom from scrappy 
and innovative challenger to lumbering 
Ar&T lookalike was just one consequence. 
Today relatively little is heard about the for- 
merly vaunted one-stop shops. Wall Street 


now favours highly focused telecoms “pur 
plays", such as Nextel, а wireles 
coveted by Атат, or Level 3, a whol 
bandwidth. As Mark Bruneau of Advi 
telecoms consultancy, observes: “Finan 
markets do not like holding companie 
There. is по better proof of this 
ATST, Itsshares are currently trading at adi 
count of nearly 35% to a conservative 
cf-parts valuation. Although plenty о 
vestors remain passionate about the pros 
pects of wireless, broadband cable and 
business-data market, few. were 





hicle; With Атат” shares having almo 
halved this year, Mr Armstrong came und 
huge pressure, not least from his large 
shareholder, a former cable baron, John Ma 
lone, to.do something big, clean and, ak 
all, value-creating. Hence this week! 
nouncement to split the firm in four. 

Under the plan, the old core of araT 
comes the business-services divisi 
Business. It will. be the legal owner 
Атат brand, trade under the 


` networkand ara's research labs. It 


be the parent company of arar Соп 
which. will hold the residential: lo 
tance and WorldNet Internet access 


messes. A new tracking stock will be c: 


for the consumer business, which 
distributed among Arar shareholde 


summer. АТӘТ Wireless, which alrea 


ists аѕ а tracker. stock, апа Arar. Broa 
band--essentially the cable busin 


both be fully spun out as publicly traded e 
tities. Although a public offering: 


Broadband is likely within a year, tax БШ 
willdelay its full flotation until 2002. - 

If all this sounds less than clean, 
because uritangling long strands of spaghe 
can be horribly complicated. Yet for all 
‘egal апа accounting gobbledygook wi 
which Mr Armstrong surrounded his a 


^houncement, and for all his insistence 


the new firms will still be able to.co-opera 
zlosely and do lots of the bundling that | 
still yearns for, what is happening is Ce 
tainly big and should benefit sharehol 
Crucially, атат” growth businesses w 
now have focused managements 
performance can be measured agains: 
similar companies. No longer will they ha 
their strategies determined by. ponder 
committees at head office in Basking Rid 
New Jersey. If they do deals with other 
companies, it will be on arm's-length terms 
decided by market forces. This should help 
the companies to attract the best executives, 
unencumbered by the fading long-distance 
business, and to create a more valuable cu 




































Tency than Атат°% old paper to fund invest- 
ment and acquisitions. | 

АТӘТ Wireless is already performing 
well, with subscriber growth expected to top 
40% this year. And with a more trusted and 
cable-savvy management, the. broadband 
part should also soon get into its stride and 
be in a stronger position to sweet-talk other 
operatorsintoopening their networks forca- 
ble telephony. The biggest beneficiary of the 
split in the short term should, however, be 
Ar&T Business, which has suffered in the 
past from management neglect and failed to 
match the revenue growth of rivals such as 
Qwest, despite booming demand for data- 
network management and business services 
such as web hosting. Arar Business has one 
of the best networks and an enviable cus- 
tomer list. If itcan resolve its differences with 
Concert (an international joint venture with 
Britain's вт), and strengthens its manage- 
ment, it could become formidable. 

The importance of arat’s break-up—for 
that is what this is, Mr Armstrong’s protesta- 
tions notwithstanding—goes beyond Ma 
_ > Bell herself. The vertically integrated model 
‘of telecoms that dominated the past decade 
is collapsing and being replaced by a model 
in which specialist companies, from Voda- 
‘fone and Global Crossing to Cable & Wire- 
less, compete horizontally, within their own 
fields of expertise. The next big telecoms 
‘company to go the way of Arar seems cer- 
“tain to be вт, and others faced with similar 
pressures will follow. Do not be surprised if 
even WorldCom starts to shed some of the 
parts so dashingly thrown together by Mr 
Ebbers in recent years. Chances are, Ma Bell 
will soon find herself in fine company. 
نے جت تسوب‎ НЕЕ КЫКЕ a 


Lucent Technologies 
Fading light 


HE timing could hardly have been more 
ironic. In the very week that Ат&т de- 
<v glared its intention to break itself up, Lucent 
< Technologies, its crisis-hit former equip- 
< mentarm, sacked its chief executive, Richard 
McGinn. The warning to investors was loud 
and unpleasantly clear: spin-offs may gain 
something in focus, but if the dead hand of 
corporate bureaucracy lingers, the advan- 
чаре will still lie with nimibler rivals. You can 
` take the business out of arar, but can you 
take ara out of the business? 
A year-ago, many people would have 
said yes. Since gaining its independence in 
: October 1996, few big technology shares had 
-been hotter than Lucent's. In April 1998 it 
overtook its former parent in market value, 
and at its peak Lucent was worth $280 bil- 
lion. The enthusiasm was understandable. 
The demand for new telecoms and network- 
` ing equipment being stoked by market lib- 
eralisation and the Internet seemed insatia- 
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ROME 


HAT a shambles. After months of 
~¥ hype about the sale of Italy’s third- 
generation mobile telephone licences, the 
auction that ended on October 23rd, after 
just two days and ten rounds of bidding, 
was more opera buffa than opera seria. 
With final bids amounting to a measly 
268 trillion lire ($1.6 billion)--far below 
what the British and German govern- 
ments raked in earlier this year, and only 
half what Italy's goverment had hoped 
for—the outcome was deeply disappoint- 
ing, especially for a country with an ad- 
diction to mobile phones. 

The auction flopped when Blu, the 
smallest of Italy’s four incumbent mobile 
operators, suddenly withdrew, leaving 
only five bidders for the five licences on 
offer. Blu, whose biggest shareholders are 
Autostrade, a toll-motorway operator 
part-owned by the Benetton group, and 
Britain's вт, was hit by infighting even be- 
fore the auction began. Its bid fell apart 
after вт refused to buy out Benetton at the 
price the Italian group was seeking. 

The real reason why the licence sale 
failed to live up to expectations, however, 
was its structure. Having planned a 
straight beauty contest (in which oper- 
ators are picked not just on price, but also 
their ability to provide a reliable network), 
the Italian govemment switched to a hy- 
brid contest through which successful ap- 
plicants qualified to participate in an auc- 





Going, going...oops! | 

















tion. Yet signs of impending failure were 
evident in August, when the deadline for 
applications closed. Two of the eight ap- 
plicants seemed no-hopers, and were ex- 
cluded before the auction began. The de- 
cision to offer five licences with only six 
(apparently) serious bidders was danger- 
ous. So was. managing the auction from 
the communications ministry and the | 
prime minister's office, and ignoring the 
treasury ministry's experience in han- 
dling privatisations. 

Despite calls for a re-run, the treasury 
ministry will not get the chance to show 
that it would have made a better fist of 
things. Instead, licences will be awarded 
to the five bidders that remained after Blu 
pulled out. With Blu in disarray and 
threatened with the forfeit of its 4 trillion 
lire deposit, and with investigating magis- 
trates looking into the business, some law- 
yers will no doubt end up laughing as 
loudly as the lucky licence-winners. 








ble. Lucent was able to exploit its freedom 
from АТӘТ to sell to rapidly re-equipping 
former rivals, such as Sprint and WorldCom, 
while also winning lucrative business from 
well-financed challengers that were build- 
ing new networks from scratch. 

Thanks to a steady flow of new products 
and patents from Bell Labs, bequeathed by 
АТӘТ at the time of the spin-off, and a pow- 
erful acquisition currency in the form of its 

















high-flying shares, Lucent seemed well 
placed to build a bridge between traditional 
telecoms networks and the new data net- 
works based on the standards of the Internet. 

In the past year, however, it has all gone 
horribly wrong. Profit warning has followed 
profit warning, culminating in this week's 
dismal quarterly numbers, which con- 
firmed a 22% fall in net profits over the past 
year. This failure to perform is all the more 
galling when set against the strong growth 
being reported by data-networking rivals 
such as Cisco, Ciena and Nortel Networks. 

As Mr McGinn was forced to admit ear- 
lier this yeat, Lucent badly misread demand 
for high-speed optical networking gear—a 
product area in which Nortel has been 
cleaning up—and powerful Internet routers 
of the kind made by Cisco and Juniper Net- 
works, an aggressive upstart. In both cases, 
despite the vaunted technology of Bell Labs, 
Lucent wrongly believed that it could get by 
selling equipment that was less fancy than 
that of its rivals. 

As Lucent's stock fell, losing three-quar- 
ters of its value this year, Mr McGinn, a ge- 
nial arar veteran of more than 30 years, was 


THE ECONOMIST OCTOBER 28TH 2000 


blamed both for the failure to execute strat- 
egy and for having little idea about how to 
put things right. Among the charges levelled 
at Mr McGinn are that he surrounded him- 
self with mediocre cronies and that he was 
too soft on senior managers who could not 
make up their minds. 

Insiders say that morale has followed the 
share price down (not surprisingly, as staff 
stock options have tumbled in value). Some 


fear that the cultural changes needed to fix 
Lucent may be impossible to implement be- 
fore more damage is done. It may, for exam- 
ple, already be too late for Lucent tocompete 
with Cisco and Juniper in the high-end rou- 
ter market. The painful truth is that the com- 
pany’s traditional business is in decline, 
while in high-growth markets it is being out- 
run by rivals. In that respect, its predicament 
is identical to that of its former parent. 





General Electric 


A memorable encore 


NEW YORK 


GE’s bid for Honeywell is a dramatic finale to Jack Welch’s brilliant career. 


Fittingly, it is also a risky one 


WAS, to be sure, no stunt, but Jack Welch 
could hardly have staged a better encore to 
his legendary performance at the helm of 
America’s largest company than to seal the 
biggest industrial merger in history just be- 
fore he was to retire. As theatrical as it 
seemed, he explained that the decision to 
stop the marriage of Honeywell and United 
Technologies with a bid of his own was 
prompted simply by industrial instinct. 
When he learned that United was courting 
Honeywell, an industrial conglomerate he 
had long had his eye on, he could not 
help springing into action. 

He certainly left it late. His offer 
to buy Honeywell for $43 billion was 
faxed to Honeywell’s board minutes 
before it was to decide on United's 
offer. The board plumped for Ge on 
condition that Mr Welch move his 
retirement back by eight months to 
the end of next year, to make the 
merger work. Pray that he is success- 
ful: Mr Welch’s extraordinary 20 
years running GE will in large part be 
judged by his last great enterprise. 

So far, the reaction to the acquisition has 
been mostly celebratory. And indeed, the 
deal displays a good number of Mr Welch's 
most admired business traits: Honeywell's 
products slot neatly into gaps at GE, and its 
aerospace customers are natural clients for 
GE'S financing arm, GE Capital. Although the 
deal was put together in just two days, itisno 
impulse buy:ce had run its rule over Honey- 
well only a few months ago. 

Normally a deal of this size, especially 
one with a clear integration challenge, 
would be greeted with caution. Indeed, 
Honeywell is still trying to digest AlliedSig- 
nal, with which it merged last year. But Mr 
Welch commands a benefit of the doubt that 
merely mortal chief executives cannot. He 
has, after all, seen through more than 1,000 
acquisitions in his time, including one other 
big one, the 1985 purchase of RCA, a broad- 
caster. And if he is known for anything, it is 
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for turning around slow-growing conglom- 
erates, a tag that fits Honeywell much as it 
did Ge when Mr Welch took its top job. 
Although Ge is by any measure an im- 
pressive firm, a long, difficult integration of 
Honeywell could tarnish the model con- 
glomerate. After all, itis not enough simply to 
merge the firms; Mr Welch must also find 
ways to bring Honeywell up to Ge’s growth 
rates and profitability. Even if the merger 
goes well, such a huge endeavour risks dis- 
tracting GE from its relentless self-improve- 





Immelt, McNerney and Nardelli must wait 


ment for several years. If that happens, some 
problems may come to the surface. 

The most glaring is the succession issue. 
The Honeywell deal has upset the business 
world's most carefully crafted handover 
plan. A successor to Mr Welch will still be 
named by the end of the year—the three 
frontrunners are Jeffrey Immelt, James 
McNerney and Bob Nardelli, who run the 
medical-systems, —aircraft-engines and 
power-systems divisions, respectively. But 
whichever of the candidates gets the nod, he 
will still have to report to Mr Welch for an- 
other year, during which time he will inev- 
itably be judged as boss-in-waiting, but 
without the power to show what he can do. 
Any antitrust or other regulatory hiccup 
might mean Mr Welch stays on even longer. 

Then there are GE's e-business efforts. 
Although slow off the mark, Mr Welch last 
year woke up to the potential of e-business 
and mobilised the entire company to “de- 
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stroyyourbusiness.com". But СЕ is still be- 
hind competitors in such industries as aero- 
space. Even its NBC television arm, the most 
natural part of the group to push e-business, 
has struggled. Worse, Ge’s own technology 
arm, GE Information Services, is a laggard 
that until earlier this year had perplexingly 
failed to move much beyond web versions 
07 Electronic Data Interchange, a technology 
from the 1970s. Trying to manage a merger 
while stepping up pressure for a radical 
technology overhaul will not be easy. 

Like any conglomerate. Ge has some di- 
visions that are weaker than others. One soft 
spot is its white-goods arm which, though 
relatively small, is a high-profile operation. 
Rivals lowered prices and pushed innova- 
tive features faster than Ge. costing it market 
share and forcing it to close plants. The busi- 
ness has improved of late. but it remains a 
drag on earnings growth. 

Finally, Mr Welch’s drive toturn GE intoa 
product-services firm is incomplete. Thanks 
mostly to се Capital, services are now more 
than half of total revenue. Ge Capital alone 
accounts for 42% of Ge’s net profits and most 
of its acquisitions. But over-dependence on 
it risks making GE more vulnerable to the 
whims of the markets. A big services acqui- 
sition in an area other than finance—per- 
haps a systems integrator—might have 
helped redress the balance. Instead, GE 
bought Honeywell, a classic manufacturer. 
Though there may be increased 
opportunities to sell services and fi- 
nance contracts to Honeywell's cus- 
tomers, those gains will be modest. 


Asnug fit 

As for the merger itself, few doubt its 
industrial logic. About 90% of 
Honeywell's $25 billion in annual 
revenue “fits into” Ge’s $66 billion- 
strong industrial portfolio, says Mr 
Welch, making the deal, on the sur- 
face, a snugger fit than with United, 
which identified a 70% overlap. 

There should be plenty of costs to cut by 
combining the two groups. That will partly 
come from common sourcing of supplies 
across the 100 countries where both firms 
operate. There will also be redundancies: 
“Right now we have two cf everything,” Mr 
Welch said at the press conference announc- 
ing the deal. As he genially slapped Honey- 
well’s chairman and chief executive, Mi- 
chael Bonsignore, on the back, Mr Welch 
added: “In four months there will only be 
спе of us sitting here.” 

According to estimates, the early cost 
synergies of the deal could amount to $1.5 bil- 
lion. A final benefit is that by beefing up GE'S 
industrial side, the Honeywell deal will re- 
store the enlarged company’s balance be- 
tween manufacturing and finance. Adding 
Honeywell will cut Ge Capital back to 
around 40% of group revenues. 

But balancing these positive points are 
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some risks. Although Mr Welch insists that 
"this is the cleanest deal you'll ever see from 
aregulatory standpoint", analysts are not so 
sure: "The real issue is getting the pig through 
the regulatory python," says Martin Sankey 
of Goldman Sachs. Ge is already a leading 
supplier to aircraft makers and also finances 
the leasing of planes. Now Honeywell will 
hand it control of the cockpit—taking in 
everything from landing gear to avionics ser- 
vicing. Although aerospace companies have 
been consolidating faster than their suppli- 
ers, regulators may well question с new 
power. 

Any regulatory delay could muddy Mr 
Welch's decision to stay on until the end of 
2001. He has given himself only about a year 
to manage the tricky task of uniting Ge and 
Honeywell, which itself is in effect still two 
companies, given the slowness of Honey- 
well and AlliedSignal to mesh properly fol- 
lowing their merger. By contrast, Mr Welch 
took a good 18 months to bed down rca. 

The real challenge is not just to reap 
short-term cost savings, however, but to 
raise Honeywell’s anaemic top-line growth. 
Though Honeywell has decent industrial as- 
sets and plenty of technology, its revenues 
are forecast to increase 6% this year, com- 
pared with 18% at Ge. Whereas Honeywell’s 
bosses blame the weak euro and a shortage 
of aerospace components for the lacklustre 
figures, Mr Welch—more convincingly, if 
rather messianically—talks of the “excep- 
tional motivation, boundaryless behaviour 
and intellectual capital” that drive Ge. 

The question is how easy it will be to 
transfer any of this rare culture to Honey- 
well’s managers. After all, it took Mr Welch 
many years, and restructurings so severe 
that he earned the sobriquet of “Neutron 
Jack”, to raise Ge’s revenue growth from 6% 
in the early 1980s to its present level. Al- 
though Mr Welch, at 64, remains as energetic 
as ever, postponing his retirement will gain 
shareholders only another eight months of 
his experience. He may be buying Honey- 
well. But it is his successor—and Ge’s share- 
holders—who will have to live with it. 





Investing in North Korea 
Opening for 
business 


BEVING 


OGER BARRETT was beginning to get 

used to the odd looks he received when 
he described his work. A cheerful Yorkshire- 
man with years of business experience in 
Asia, Mr Barrett heads the Foreign Business 
Development Association (FBDA), a Beijing- 
based group dedicated to fostering trade and 
investment links with North Korea. On 
hearing this, people would often assume he 
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had misspoken, meaning instead to say 
South Korea. All along, though, Mr Barrett 
reasoned that notwithstanding the ugly 
cold-war politics and the ardent rhetoric 
about juche (self-reliance), North Korea re- 
mained a nation of more than 20m people 
who, like anyone else, needed to trade with 
the restof the world. 

Now, several months into an unprece- 
dented diplomatic initiative—North and 
South Korea have held a summit, and this 
week America's secretary of state, Madeleine 
Albright, visited the North—the notion of 
foreign firms exploring business opportuni- 
ties in North Korea seems a bit less fantastic 
than it once did. For Mr Barrett, all of this 
means it is time for FBDA’s member compa- 
nies to start thinking about ways to ap- 
proach the North Korean “market”. 

At his bustling Beijing office overlooking 
North Korea's embassy, Mr Barrett acknowl- 
edges the harsh realities of doing business 
there. Endemic power cuts hamper industry 
and transport, as does a sluggish and prickly 
bureaucracy. Erratic payment practices add 
to the risk. But it all adds up, he says, to big 
opportunities in power, agriculture, mining, 
transport and manufacturing. 

A Swiss freight forwarder, Militzer and 
Münch, thinks it may have found one such 
nugget of opportunity. Earlier this year the 
firm set up a cargo feeder service between 
the North Korean port of Nampo and the 
Chinese port of Dalian, moving freight that 
North Korea's rail system, plagued by a 
shortage of locomotives, freight cars and 
fuel, can no longer handle. 

To limit its exposure, the firm insisted 
that North Korea provide the vessels and in- 
vest in preparing the port at Nampo. Foreign 
clients shipping into North Korea must in- 
sure their own goods and pay their freight 
fees in advance. On outbound shipments of 
North Korean cargo, the firm’s managing di- 
rector, Uwe Behrens, acknowledges con- 
cerns about getting paid but reasons that at 
least “we'll have their cargo in our hands", 


If contracts and payment 
terms between foreign and North 
Korean firms become somewhat 
more orderly in future, it will be in 
part thanks to another Beijing- 
based initiative, spearheaded by 
Jerome Cohen, an American law- 
yer. Since 1998, Mr Cohen has pro- 
vided training seminars for mid- 
ranking North Korean bureau- 
crats and legal scholars on topics 
such as international arbitration, 
bankruptcy laws and the struc- 
ture of joint ventures. They have 
also expressed interest in liability 
law and tax law. 

MrCohenis quick to point out 
that he is helping his North Ko- 
rean students to deal with capital- 
ists, not to become capitalists. De- 
spite the officials’ keen interest, he 
notes, they continue to move slowly. This 
may be a simple matter of caution, or it may 
be because they underestimate the magni- 
tude of the legal and regulatory changes they 
need to make to create a successful business 
environment. Either way, there is much to 
learn. 

m 





Japanese department stores 


New tricks 


TOKYO 


UST one month after its demise , the vul- 

tures were swooping in on Sogo, a debt- 

ridden department store. The big prize? 
Sogo's right to hold a victory sale for the To- 
kyo-based Yomiuri Giants, a popular base- 
ball team. In the event, two rivals, Mitsu- 
koshi and Isetan, snapped up these coveted 
rights and raked in wads of cash last month 
as fans flocked to celebrate the Giants' first 
league victory in four years. Mitsukoshi 
reckons it boosted its average monthly sales 
by ¥8 billion ($74m), or roughly 10%, during 
the week-long sale. 

But although such gimmicks provide 
temporary relief, they are hardly long-term 
solutions for Japan's ailing retailers, whose 
sales volumes and prices continue to fall, 
and whose profits are vanishing. The trend 
has been exacerbated by new competition 
from nimble discount retailers. And depart- 
ment stores are faced with the additional 
burden of having to maintain costly build- 
ings in prime locations, which are rapidly 
losing their value as property prices con- 
tinue a decade-long decline. 

Ironically, the biggest problem facing 
Japanese department stores is that they have 
never really been retailers, and so have few 
retailing skills. Unlike counterparts in Amer- 
ica or Europe, they have traditionally acted 
more like property developers or shopping- 
mall operators, earning most of their reve- 
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NONE OF OUR BUSINESS? 
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Human Rights. It’s not ће usual 
business priority. And for 
multinational companies operating in 
developing countries, it could be 
tempting to dismiss it; to call it a 





socio- political issue rather than a business 


OR THE HEART OF OUR BUSINESS? 





At Shell, we are committed to support fundamental human 
rights and have made this commitment in our published 
Statement of General Business Principles. It begins with our 
own people, respecting their rights as employees wherever 
they work in the world. We invest in the communities around us 
to create new opportunities and growth. And we've also 
spoken out on the rights of individuals — even if 
the situation has been beyond our control. It's part of our 
commitment to sustainable development, balancing economic 
progress with environmental care and social responsibility. 
In today's business environment, we don't pretend there 
are any easy answers, but we continue to stay involved. 
Because making a living begins with respecting life. 

WE WELCOME YOUR INPUT, CONTACT US ON THE INTERNET AT WWW. SHELL СОМ 


EMAIL US AT 'TELL-SHELLGSI.SHELL COM’ OR WRITE TO US AT: ‘THE PROFITS & PRINCIPLES DEBATE 


SHELL INTERNATIONAL LTD, SHELL CENTRE, LONDON SE] 7NA UK 


San Francisco 
Beijing Seoul 


Tokyo Palo Alto 


Shanghai =n eee 


Global Technology. Asian Focus. 


Guangzhou 


Hong Kong Taipei 


Manila 
Mumbai 


Bangkok 


Singapore 


Sydney 
Melbourne 


Wellington 


hen it comes to Internet Dat 
Centers and Hosting in Asie 


Internet business in Asia can be complex 
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nue by renting out space to tenants 
in return for a small slice of their 
profits. Thus, tenants and middle- 
men often controlled design and 
pricing strategies. And even when 
department stores bought their 
ownshop-floor stock, head offices 
were content to let individual out- 
lets draw up their own buying 
strategies, thereby sacrificing one 
of the main advantages that the 
stores’ bulk could provide: mas- 
sive purchasing power. 

All this is now changing as 
lumbering retailers start to realise 
that they need to cut costs and 
raise profit margins to survive. 
Many department stores have al- 


ready begun to divest their pe- 


Buy now, while shops last 
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count clothes chain, which has 
managed to slash prices while 
boosting margins by cutting out 
wholesalers. The success of Fast 
Retailing, which designs, manu- 
factures and markets its wares, has 
not gone unnoticed: thanks to 
sharply rising profits, it is now Ja- 
pan’s third-largest retailer by mar- 
ket capitalisation. Now even the 
country’s loftiest department 
stores, such as Isetan, which 
launched its own private label 
врос (ungrammatically, Bon Prix, 
Bon Qualité, Bonne Chic) at its 
flagship Tokyo store this year, are 
copyingits formar. 

But despite these glimmers of 
change, insiders argue that depart- 


ment stores’ old-style management has yet 
to prove it can revamp the retailing indus- 
try’s tired format. Meanwhile, foreign com- 
petitors, such as Gap and Sephora, are pour- 
ing into the market. And with few signs that 
Japanese consumers are getting ready to 
spend again, and with the clean-up of bal- 
ance sheets far from over, most stores are 
likely to remain in a precarious position for 
some time tocome. 


leads the troubled Saison group, recently 
agreed to merge its operations with what is 
left of Sogo to create Japan's largest depart- 
ment-store group. Others will follow suit. 
For example, Isetan and Hankyu have al- 
ready formed an alliance, which many be- 
lieve could develop into a full-fledged 
merger in the coming months. 

Third, stores are starting to develop their 
own brands, following in the footsteps of 
popular retailers such as Fast Retailing, a dis- 


ripheral operations in order to channel re- 
sources into core businesses. The question 
now is whether they can wrest back control 
of their operations to make them more prof- 
itable. 

They are tackling the issue in three ways. 
First, they have started to create centralised 
teams of buyers, who control purchases and 
inventory from the head office. Second, 
stores are beginning toeye new alliances. For 
example, Seibu, the department store that 





to the annoyance of American officials). 


NTT’s nasty surprise 


TOKYO 


T MAY not be the poodle the critics 

claim, but the Fair Trade Commission 
(тс), Japan's antitrust watchdog, is no 
rottweiler either, especially towards big 
companies with friends in politics. So 
imagine the surprise at Japan’s dominant 
telecoms company, Nippon Telegraph and 
Telephone (NTT), on learning that the trust- 
busters have a big, fat file with NrT's name 
on the cover. 

The commission is probing мтт be- 
haviour in Japan's tiny market for digital 
subscriber line (ps) services, which offer a 
cheap way to speed up home and office 
connections to the Internet. Unlike faster, 
but much more expensive alternatives, 
such as fibre-optic cable, psi technology 
uses the existing wires connecting homes 
to telephone networks. All that is needed is 
new kit inside the local telephone ex- 
change and a new modem for the cus- 
tomer. Through its two local telephone 
companies, NTT East and NTT West, NTT 
controls almost all local traffic, along with 
the infrastructure through which it flows. 

Several companies want to roll out DSL 
services in Japan. These include estab- 
lished independent carriers, such as Japan 
Telecom;subsidiaries of vr; and start-ups 
such as eAccess and Tokyo Metallic Com- 
munications, which have already begun 
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pilot services in Tokyo, мтт East’s baili- 
wick. The start-ups complain that TT East 
has sat on applications to install their 
equipment, insisted they meet obscure 
and costly technical requirements, and fa- 
voured its own suppliers. The suspicion is 
that мтт, which is majority-owned by the 
government, is hobbling the competition 
until its own companies can build a com- 
manding lead. мтт East says it is complying 
with the rules of the telecoms ministry, the 
industry regulator. 


Wait for the rule book 


That, however, is a little disingenuous, be- 
cause ministry officials have not yet drawn 
up detailed rules covering access to NTT’s 
local network. Indeed, one consequence of 
the Frc probe may bea harder government 
line. The telecoms ministry hopes to finish 
its new rule book by December, in time for 
the scheduled introduction of new tele- 
coms legislation in the new year, which 
ought to promote more competition. Em- 
barrassed by the Ftc’s interest in their turf, 
ministry officials have been scrambling 
this week to reassure that the new rules 
will be tough. 

There are still grounds for worry. Un- 
usually for an oEcp country, Japan lacks 
an independent telecoms regulator (much 


мтт, meanwhile, bankrolls a good chunk 
of the ruling Liberal Democratic Party, 
which periodically intervenes with the te- 
lecoms ministry on the company’s behalf. 

But the rrc's move is evidence that Ja- 
pan isat last turning against NTT and its po- 
litical cronies. Cheap access to the Internet 
is far too important to be left to a carve-up. 
Without it, some of Japan’s most competi- 
tive industries will be badly handicapped. 
Internet penetration rates trail not just 
America and Europe, but much of Asia too 
(see chart). South Korea has ım pst sub- 
scribers, Japan a mere 4,000. Japan can live 
with the thought of lagging behind the 
West. That its Asian neighbours might be 
overtaking it is unbearable. 

















| The mogul next door 











Bob Davis, a streetwise Boston salesman, is an unlikely global Internet icon. Yet he is about to 


E DOES not speak Spanish. And until 

about five years ago, his only connection 
with the technology industry, much less the In- 
ternet, was as a salesman for a struggling word- 
processor maker turned struggling systems in- 
tegrator. Yet from October 27th, Bob Davis, who 
grew up on the mean streets of Boston, will be 
running the Spanish-speaking world's largest © 
Internet portal from Waltham, Massachusetts. < 
Odd? No odder than the rest of Mr Davis's ex- ^ 
traordinary rise toonline prominence. 

Mr Davis is about to become the chiefexec- 
utive of Terra Lycos, the global Internet firm 
formed by the merger of Lycos, the number two 
portal worldwide after Yahoot, and Terra Net- 
works, the leading Spanish-language portal 
and a division of Telefonica, Spain’s dominant 
phone company. This week the deal, an- 
nounced in May, will close and the two will be one. Terra is the 
buyer, but Mr Davis will run the show. 

The combined company will be the world’s third-most-pop- 
ular Internet site after Yahoo! and Aor. Although never as well 
known as Yahoo! Lycos has in many ways outperformed it. It is 
more intemational, with locally branded operations in 37 coun- 
tries. Thanks to acquisitions, it is not just a portal but also a media 
company. And now, it is an Internet service provider (tsp), too: 
Terra has nearly 3m 1se subscribers, mostly in Spain and Latin 
America, and a natural marketing advantage to the rest of Telefon- 
ica’s 20m wireless and 35m fixed-line customers. 

Despite this, Lycos is usually under-rated by competitors and 
relegated to second-tier portal status by the press. Mr Davis, too, 
has often been underestimated: his lack of technology credentials 
and regular-guy image have led rivals to dismiss him as a hard- 
selling dilettante whojust gotlucky. 

Although this is unfair, Mr Davis, no Intemet visionary to start 
with, did have one great stroke of luck. In 1995 a venture-capitalist 
friend had just invested in a new web-search technology and 
needed someone to turn it into a business. He asked Mr Davis to 
take it on, becoming Lycos's first employee. Mr Davis was not the 
| obvious choice. He was drawn to sales more than technology. 
Turned away from a full-time job at gw because he looked “too 
)-baby-faced”, he went to General Electric and then to Wang Lab- 

г oratories, where he spent 11 years selling word-processing systems 
and then systems-integration services, 


take the helm at one of the world's most ambitious web ventures 













He also made a string of acquisitions, buy- 
ing the online arm of Wired magazine and sev- 
eral community sites. This was the start of a 
strategy that would set Lycos apart from portals 
such as Excite and AltaVista. Rather than being 
subsumed, Lycos’s acquisitions maintained 

. their own brands, with Lycos selling advertising 
across all of them. This allowed it to conserve 
cash during the online-brand race of the past 
two years (Lycos has been profitable since 1997). 
Like a television network, Lycos became pri- 
marily a “house of brands” rather than a Ya- 
hoo!-like monolithic brand itself. 

Terra Lycos is a different proposition. It is 
aimed squarely at international growth mar- 
kets, rather than the war for market share in 
America’s more mature Internet industry. It has 
a strong media component with Bertelsmann, 

made even stronger by the fact that дот. and Time Warner must 
end all alliances with Bertelsmann to win antitrust approval for 
their merger—which will have the effect of pushing Bertelsmann 
closer to Terra Lycos. Thanks to a cash infusion by Telefonica, the 
new company will start life with $3 billion in the bank, giving it an 
enviable war chest for acquisitions. 


Terra not so firma 


Questions remain, however, over whether Mr Davis can success- 
fully weld Terra and Lycos together. Possible clashes range from 
European versus American business practices to Intemet versus 
telecoms priorities at board level. Although Lycos has proved rela- 
tively resilient during the recent Internet sell-off (see chart), Terra 
has taken a pounding and is now 8536 below its peak. The merged 
firm will start life as a loss-maker, unlike Lycos today. And Tele- 
fonica's ultimate role remains uncertain: its chairman and archi- 
tect of the merger, Juan Villalonga, was forced out this summer, 
and rather than serving as Terra Lycos's chairman himself, as Mr 
Villalonga intended to do, his successor recruited the president of 
General Electric Europe to the company to take that role. 

The biggest challenge, however, will be for Mr Davis himself. 
Asked about the obvious cultural differences between the firms, 
he describes them as “less than those between дот. and Time War- 
ner, We're both young Internet firms, and we think the same way." 
That may be true, though it would not take much to have an easier 
time than aot and TimeWamer. But what 





Once wooed to the Internet industry, 
he found the road ahead anything but 
clear. Back then, search engines were stilla 
novelty and their backers fancied that a 
superior searching technology would be 
enough to build a business on. Mr Davis, 
having neither invented the technology 
nor been wowed by technology for its 
own sake, realised that this phase would 
not last, and that Lycos would need to ex- 
pand quickly, both geographically and in 
its productoffering. He took the firm pub- 
lic in early 1996, then expanded to Europe 
(through a joint venture with Bertels- 








about Mr Davis's inability to read a large 
chunk of thecontent his own company is 
creating, or his lack of feel for how it will 
play in its target markets? Not a problem, 
he says: Internet users around the world 
are more alike than different, and share 
thesame basic needs and desires. Witness 
the success of Lycos Korea, a market leader 
thanks to the application. of American 
business models by smart South Korean 
managers. That might seem like rather 
thin evidence.on which to base such an 
ambitious deal. But if Mr Davis's record 
shows anything, it is that the biggest mis- 








mann,a German media giant) and Japan. 


take is to expect too little of him. 
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HEY may have invented a better 
ousetrap,” muses David Gibbons, 
"doubt it" Mr Gibbons is the man 
"responsible for looking at American banks’ 
credit risk—the risk that those to whom they 
Лепа may go bust--at America's Office of the 
. Comptroller of the Currency (occ). For all 
‘that the banks he oversees seem to have 
found a way of generating huge profits fairly 
safely, Mr Gibbons think that they have 
been underestimating their risks. The occ is 
only one of America's myriad bank regula- 
_tors, but, along with the Federal Reserve and 
the Federal Deposit Insurance Corporation 
т (шс), one of the more important ones. And 
whereas the Fed seems sanguine about 
American banks’ prospects, Mr Gibbons has 
| sounding insistent alarm bells for the 
couple of years. 
The biggest, most sophisticated banks 
claim that they are now well managed and 
` understand their risks better, and investors 
seem to believe them: the prime example is 
the mighty Citigroup, a global financial-ser- 
i vices firm, which currently has a market 
capitalisation nearly six times as big as the 
| top ten banks put together a decade ago. But 
_ Mr Gibbons and some of his counterparts in 
Other countries remain unconvinced, and 
their doubts are understandable. There have 
: been too many banking crises in recent years 
toputmuch faith in banks. Just think back to 
_ the Latin American debacle of the 1980s; the 
_savings-and-loan trouble in America in the 
вау 19905; the insolvency of many big 
. Scandinavian banks around the same time; 
"the huge problems at France's Crédit Lyon- 
- nais;and, last but not least, Japan's rumbling, 
"hugely expensive and still unresolved bank- 
ing crisis. 












Herecomes trouble 


There are now signs—tentative for the mo- 
ment, but worrying enough already— that 
-big banks are messing up again. Three pro- 

blems stand out. The first is that problem 
_loansin America are increasing, even though 
_ the economy is still bowling along at a fair 
fate, The second is that recent turmoil in the 
: capital markets may well have caused diffi- 
lties for some of the commercial banks 
jat have been rapidly expanding their in- 
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he bigger they are 


Аге big banks in America and Europe heading for another crisis? 





vestment-banking businesses in recent 
years. And one reason for this is the third 

problem: the banks' huge lending expo- 
sures to telecoms firms. 

Take the last one first. The worries here 
involve mainly “concentration risk"—the 
risk that banks have too many eggs in one 
basket, and if the telecoms basket breaks, so 
will the banks. Most, though not all, of these 
worries are in Europe. But they involve not 
only European, but also. some American 
banks. Under the aegis of the Financial Sta- 
bility Forum (rsr), a committee of the great 
and the good formed after the financial crisis 
that followed Russia's default in 1998, regula- 
tors have started to take a close look at banks’ 
exposure to telecoms. 

Britain's Barclays offers a good ex- 
ample of the depth of some banks’ in- 
volvement. At its peak, Barclays had tele- 
coms exposures of some $20 billion. Most 
of these were (and still are) to just three . 
companies: Vodafone, British Telecom and 
Orange. Its exposures have now been re- 
duced somewhat, thanks partly to regula- 
tory pressure. But regulators are still trying to 
tot up the overall size of large banks' expo- 
sures; whether they took those positions in a 
way that demonstrated adequate risk man- 
agement; and whether, if some telecoms 
companies went belly up, they might 
threaten the lives of their lenders too. Regu- 
lators do not as yet have any good answers, 
though oneof them says the sums amount to 
"many tens of billions of dollars". There are 
myriad ways in which banks can acquire 
such exposures, so building up a compre- 
hensive picture is fiendishly difficult. 

Still, since investors have lately shunned 
all manner of high-tech stocks, not least tele- 
coms, it seems a pretty safe bet that those 
who have been most active in the syndi- 
cated- and bridging-loan markets have been 
left with the biggest exposures (see charts, 
next page). Those banks with weak invest- 
ment-banking franchises and poor distribu- 
tion, which have been using their balance 
Sheets to try to muscle into the business, are 
probably the mostexposed. 

Their problem is.that after the exuber- 
ance of late last year and earlier this ne in- 
vestors have become increasingly reluctant 







































to buy telecoms assets of any sort, The pri 
of their shares has dropped, and the yield 
their bonds has risen steeply (see chart, next 
page). The worries have centred on the $300 
billion or thereabouts that telecoms fi 
have had toor will have te fork out on b 

ing third-generation licences and on build 
ing the infrastructure. Rating agencies h 
already sharply downgraded telecoms com 
panies because of the huge amount of de 
they have had to take on. Banks’ ability to: 
duce their exposures to telecoms companies 
will depend on investors regaining their ap- 
petite for such debt. Since such firms hav 
been issuing masses of debt to pay for mo- 
bile-phone Internet ventures, which may 
may not earn them a profi: some time in thi 
distant future, this may take time. . 

The longer that investors eschew tel 

coms assets, the worse the situation becomes _ 
for the banks that have lent to such firms. 1f 
telecoms firms are unable to float their mo- 
bile-phone arms, for example, they will find. 
it well-nigh impossible to reduce their debt 
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levels. And if they fail to do so, rating agen- 
cies, although they have given telecoms 
firms a period of grace, will eventually have 
little option but to downgrade them again. 
The effect will be, first, to make new finance 
more expensive, which will put further pres- 
sure on the telecoms firms’ ratings. Second, it 
will sharply reduce the price of their debt in 
» the secondary market. For banks which have 
lots of this stuff tucked away in their trading 
books (banks’ loans are not generally valued 
. at the market price), this would mean even 
`. bigger losses. 

The biggest telecoms borrowers are gen- 
erally erstwhile national telecoms monopo- 
lies, such as British Telecom, France Telecom 
or Deutsche Telekom. For the moment, all 
have fairly steady cash flows with which to 
service their interest payments. Unless 
things get dramatically worse, European reg- 
ulators think that none of this should be life- 
threatening. 





Crossing the pond 


But if they are relatively comfortable about 
banking in Europe, the same is not true for 
banking in America. “It’s an area we have 
been following, and a number of regulators 
have concerns,” says one member of the rsr. 
; At first sight, that seems odd. American 
banks are. better capitalised, bigger, more 
_ diversified, more profitable апа more so- 

x phisticated about risk management than 
t ever before. If you believe them and the Fed, 
that is. 

Mr Gibbons, for one, is unconvinced. In 
particular, he worries about. American 
banks’ phenomenal profitability. Over the 
past four years, banks. in America. have 
made, on average, a return on equity of 16.5%. 
In international terms, that is a stunning re- 
sult, How have they managed it? By taking 
ever more risk, thinks Mr Gibbons. And for 
that, thank some of the recent changes in fi- 
nancial markets. 

. «The first is deregulation. In many ways, 
7 this has been a good thing. Since 1994, banks 
have been free to spread their wings across 
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have opened their coffers 


state borders, making them less susceptible 
to problems in any one region. Thanks to a 
loosening of the division between commer- 
cial and investment banking dictated by the 
Glass-Steagall act, commercial banks have 
also been able to get into the investment- 
banking business. J.P. Morgan almost rein- 
vented itself as an investment bank (though 
not, it transpires, a particularly successful 
one: it has just been swallowed up by Chase 
Manhattan, a bigger bank that also has in- 

vestment-banking pretensions). 
But there is a downside to de- 

regulation. It has been behind 
just about every banking cri- $ 
e 


sis of recent times. Banks „А 


andlentasifthere were no to- 
morrow, either simply be- 
cause they were able to do so, 
or because they felt they had to 
stop new entrants to the market eating 
into their business, or both. 

America is no exception. In fact, it may 
turn out to be worse, for three reasons: the 
country’s love affair with equities, its mar- 
vellously sophisticated capital markets, and 
the cult of the new economy. The three are 
connected. Investors have piled into shares 
in recent years, leaving them richly valued 
by historic standards even after recent falls. 
But any company whose profits have not 
grown rapidly has been shunned, making it 
vulnerable to takeover as well as rendering 
worthless the vast piles of stock options 
given to senior management. To avoid that 
fate, bank managers, long thought of as so- 
ber sorts, have, in effect, tried in all sorts of 
ways to turn banking into.a high-growth 
business. They have bought other banks, 
slashed costs, gone into pastures new and 
taken more risk, in many different guises. 

Some 60% of American banks’ profits 
still come from lending. As many of the more 
creditworthy companies have gone to the 
capital markets in recent years, so the quality 
of banks’ loan portfolios has been sharply 
reduced. The extent of this decline has been 


disguised bya booming economy. 











Banks, which themselves have become 
more leveraged (by taking on more debt 
compared with their equity), have lent to 
companies that, in turn, have also become 
more leveraged. At book value, the debt-to- 
equity ratio for America’s non-financial 
companies has risen from 72% in 1997 to 83% 
this year, according to Mr Gibbons. At mar- 
ket value, this has contributed to a huge in- 
crease in the risk of default over the same 
period, according to кму, a research firm. 


Let’s leverage 

Agood example is the syndicated-loan mar- 
ket, where the proportion of so-called lever- 
aged loans (bridge loans) has climbed rap- 
idly. Regulators define such loans as those 
where the borrower has debt of three-and- 
a-half times equity or more. In 1993, some 7% 
of new syndicated loans were leveraged; by 
the first quarter of this year, the figure was a 
troubling 36%. 

Although the number has now dropped 
alittle, that is scant consolation: the old loans 
made on easy terms are still on banks’ books. 
And the problems are now starting to show 
up. In early October, the three biggest bank 
regulators--the Fed, the occ and the rpic— 
released figures showing a sharp deteri- 
oration in the quality of syndicated loans. In 
total, they reported, loans that were, 
or might be, problematic came to 
some $100 billion. The worst of 
these—so-called “classified” 
loans—totalled some $63 bil- 

lion, a 70% increase on the 
previous year (which itself 
saw a 70% rise from the year 
: ` before). The only industries to 
fare well were, perhaps unsurprisingly, 
oil and natural gas. 

Michael Mayo, until recently the top 
banking analyst for Credit Suisse First Bos- 
ton, thinks that leveraged lending has been 
responsible for the recent increase in bad or 
problematic loans at а raft of American 
banks, including Bank of America, FleetBos- 
ton Financial, Bank One and Wachovia. 

There are other signs of risk-taking. In the 
past few years, banks have started to take 
more private-equity stakes in companies. 
Chase Manhattan is the best-known and 
biggest such investor. But Bank of America, 
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© Operations. Many of these stakes are in high- 
«tech firms. Since Nasdaq commenced its fall 
_ in March, profits from such operations have 
tended to disappear. In its latest results, 
Chase wrote down $563m in its venture-cap- 
- ital portfolio. Its shares fell precipitously: 

How much, you might ask, do other 
American banks rely on such stakes, or on 
other capital-markets business that they 
may be ill-equipped to handle? The markets 
have been abuzz with rumours about losses 
at some banks (mainly investment banks) in 
the high-yield (junk) bond market recently. 
The most talked-about banks, Morgan Stan- 
ley Dean Witter and Deutsche, deny they 
- havehad big problems, but they are unlikely 
“© to be the only ones to have suffered. Most 
banks in this market carry large positions, 
and the market, as well as falling sharply, has 
almost dried up: bids on many issues are al- 
most impossible to come by. 

А stockmarket crash or a long bear mar- 
ket would cause still more problems. For ex- 
ample, will the mutual-fund industry prove 
as lucrative if the stockmarket enters a bear 
phase? The example of bond mutual funds, 
с which suffered huge redemptions because 

г of a bear market in corporate bonds, sug- 
gests not. And the present jittery market is al- 
ready causing big headaches for banks with 
large overheads. The market for initial public 
offerings has ground to a halt, as has that for 
secondary offerings. 

Consumer finance is not necessarily a 
money-spinner any longer either. Mr Mayo, 
for one, thinks that consumer loans might be 
the next big problem for banks. Already, he 
points out, banks have had to write down a 
fair amount of lending on cars because 
banks were too optimistic about the residual 
value of the cars that backed the loans. 
Worse might be to come in other areas. 

: One potential worry is sub-prime lend- 
< ing:loans to people with a bad credit history. 
"Again, although the growth in this business 

has fallen off lately, banks still have on their 

books the loans they have already made. 
„Then there is the credit-card business. 
Charles Peabody, an analyst at Mitchell Se- 
:curities, is especially worried about credit- 
card debt. In the mid-1990s regulators came 
down hard. on unsolicited card offerings. 
Since then the industry has largely ignored 
. regulatory admonitions. Mr Peabody thinks 
7 that consumers are using credit cards to 
у maintainastandardofliving they cannotaf- 
_ ford. "Such increasing debt burdens are un- 
likely to prove sustainable," he says; That 
would be. especially true if the economy 
were to slow down drastically, 

Mortgages are another difficult area. 
Many banks have transferred. credit-card 
loans to home-equity loans, which are tax- 
deductible for the borrower and offer collat- 
гета for the lender. But, as with car loans, 

` their attraction depends on property prices 
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_ and Wells Fargo all have big venture-capital E 
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"Big banks seizing homes is not a pretty 
sight," says Mr Mayo. 

Not all of the risk taken by banks has 
been so visible. Take the financial alchemy 
that goes by the name of securitisation. Big 
banks have sold bundles of loans to inves- 
tors who want assets that have a specific 
credit quality. The apparent effect is to take 
loans and risk off banks’ balance sheets and 
thus free up capital. In fact, although it does 
free up capital, it shifts very little risk from 
banks’ balance sheets, say many regulators. 
That is because banks have to put aside less 
capital for the same risks. The Basle commit- 
tee that considers the rules governing banks’ 
capital ratios is now trying to rework them, 
mainly because it thinks too many banks 
have found ways to get round the existing 
capital rules, 


Did you say capital ratio? 

If that is so, and most regulators think it is, it 
raises questions about how much store 
should be set by American banks’ capital ra- 
tios. For the big banks, these now average a 
seemingly healthy 10.4%, 2.4 percentage 
points higher than the regulatory minimum. 
If banks have taken on so much more risk, 
both visibly and invisibly, they should have 
more capital. But in risk-adjusted terms, the 
number is almost meaningless. 

In a recent report, Keefe, Bruyette & 
Woods, a securities firm that specialises in 
banks, found it “interesting that so many 
chief credit officers (and other senior bank- 
ers for that matter) have decided to retire or 
resignin recent months”. The implica- 
tion seems to be: get out while the 
going is good, 

All of this, it is worth noting, 
comes at a time when the Ameri- 
can econoniy has been booming. 
After nine straight years of 
economic expansion, perhaps 
some’ deterioration in credit 
qualityistobeexpected.But — | 
the extent of that deteri- 
oration is beginning to look 
more than a little worrying. 
And what would happen if 
America's economy went 
into recession? | 

Defaults in the bond 

















thrive. If they do not, things might tum ugly. " 


ket are already at their highest since the 


‘recession of the early 1990s. Those who have 


tapped the bond markets are, presumably, 
the better borrowers. So why have there not 
béen more problems from those that have 
borrowed from banks? And why, given that 
problem loans are rising, have banks not put 
more reserves aside? 

The two are not unconnected. Defaults 
in the bond market are a relatively straight- 
forward process. Defaults to banks, in con- 
trast, are rather more negotiable. It is largely 
up to the bank to decide when a borrower 
has problems—and unless forced, it is not in 
its interest to do so, because its shares would 
be hammered. So even though problem 
loans have now been rising for the past eight 
quarters in a row, some analysts think that 
the numbers produced by regulators still 
underestimate the scale of the problem. 

Nor, therefore, should it come as a sur- 
prise that banks’ reserves against bad debts 
are at their lowest since 1986;indeed, ассога- 
ing to Mr. Mayo, adjusted for risk and for 
banks' greater off-balance-sheet exposures, 
they are at their lowest in 50 years. 

More of a surprise is the extent to which : 
American regulators disagree about the re- 
serves which banks should put aside against 
doubtful loans. The Securities and Exchange 
Commission (sec), America’s main stock- 
market watchdog, dislikes banks putting 
aside reserves unless bad loans are actually 
piling up. This is because reserves can be 
used to manipulate profits. Banking regula- 
tors advocate much greater caution. “Banks 
get the i impression from the sec that they 
shouldn’t be putting aside money against 
potentially problem loans,” says one of 
them. And the sec is more than a little pow- 
erful. “They are unbelievable,” says the same 
regulator. Banking regulators and the sec 
signed an agreement trying to iron out their 
differences about such matters last year, but 
it has had little effect. 

So there are worries aplenty in both Eu- 


rope and America that banks may have, 


once again, overstretched themselves. In 
America, the problems will probably 
be.containable as long as stockmark- 
ets do not crash and the economy 
*does not go into a recession. In 
Europe, banks' problems will 
be resolved if investors regain 
_ their taste for telecoms. But 
A in both regions, these 
^ аке big "ifs", and un- 
less they come right, 
bankslook vulnerable. 
Moreover, some of the biggest 
deridéts to telecoms companies in Europe 
are those American banks that have taken 
lots of risk back home. Chase Manhattan 


















` and Bank of America are two that spring to 


mind. They must be keeping their fingers 


crossed that their mousetraps really are bet- 
ter, and the mice no bigger than they were. 
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NEW YORK 


Shining light on the markets 


FINANCE AND ECONOMICS 


Arthur Levitt's chairmanship of the Securities and Exchange Commission 
may be ending with a fight over one of the most fundamental issues in 
American capitalism: who should be in the know 


HE resignation letter is not yet signed, 

but Arthur Levitt is likely to step down as 
chairman of the Securities and Exchange 
‘Commission (sec) around the end of the 
Clinton administration. If so, America’s top 
markets regulator will ch with all guns 
ў azing. Mr Levitt is currently embroiled in 
irious battles with Wall Street's most pow- 
erful companies and with the world’s big- 
gest accounting firms. His goal is to improve 
the quality of information flowing to inves- 
‘tors, particularly to the many ordinary 
members of the public who have recently 
"become participants in the financial mar- 
kets. With time running out, much remains 
tobedone. 
First, Mr Levitt wants to ban accounting 
firms that audit a company’s books from 
selling that company other, more lucrative, 
services. How much is at stake? According to 
Mr Levitt, it is the very integrity of financial 
statements. There is plenty of evidence that 
financial statements often fail to come up to 
_scratch. The number of companies restating 
their accounts—never in ways that make 

























CONOMIST OCTOBER 28TH 2000 


them appear healthier—has been rising so 
fast as to have become almost common- 
place. Well-known firms whose audited 
profits shrunk in a restatement include 
Waste Management, Sunbeam and cuc In- 
ternational, during its merger with Cendant. 
Investors have lost billions of dollars, and 
much of their faith in auditors. 

How many of these problems are due to 
conflicts of interest within auditing firms is 
hard to say. But Mr Levitt is rightly concerned 
about the way accountants currently sell 
their services. For instance, it is typical to 
charge a rock-bottom price for the audit and 
then huge fees for supplementary consult- 
ing contracts to install information systems. 
Every audit involves many fine judgment 
calls. Could hopes of a lucrative consulting 
contract lead toa gentle audit? 

Of course not, say the accounting firms. 
But there is little doubt that nothing worries 
them more than the prospect of profits for- 
gone through being locked out of consulting. 
Andersen Consulting produced revenues in 
excess of $7 billion last year—before its acri- 


at Arthur Andersen, 


heeled constituency, has 

bied on thisissue and may soon 
behalfof the poor bean-count 
next page). Negotiations between industry 
representatives and the sec are in progress, 
with an eye to a settlement based on disclo- 
sure, which Mr Levitt would probably re- 
gard as better than nothing. 

Ina move with even wider implications 
on October 23rd the sec put into effect Reg 
lation ғо (for fair disclosure), requiring com 
panies to provide the public with informa- 
tion at the same time as favoured security 
analysts and portfolio managers. Itis hard to 
imagine a position more consistent with the 
underlying rationale for American securities 
law, which was based upon the belief of th 
late Supreme Court Justice Louis Brande: 
that “sunlight is the best of disinfectants’ 
market and societal failures. Indeed, giv 
the 70-year-old thrust of American financi 
regulation towards faimess and transpa 
rency,itis remarkable that this kind of selec- 
tive disclosure has been tolerated at all. ` 

Wall Street, however, is feeling aggrieve 
The Securities Industry Association, its 
lebby, issued a letter signed by currentor for- 
mer top executives at15 major firms blasting | 
the proposal for providing special privileges 
to rating agencies and the media (to which | 
companies can disclose anything they like, 
on the presumption that they are conduits to 
the public). Worse, says the sra, the res 
would ‘be less disclosure. by. compan 
which will no longer feel comfortable tal 
ing to anyone. Privately, asset manag 
worry about losing crucial access to extra 














will come in a bit over or under expectations 
isa way to earn pots of money. 

Collectively, these moves by the sec are 
a powerful attack on the Wall Street tradi 
of trading to benefit a small group of insi 
Mr Levitt aims toeliminate conflicts of inte: 
est in the production of financial inform 
tion and barriers to distributing it. The sur- 
prise is that none of the more overt populists _ 
in Washington has hopped on the band- _ 
wagon. Not that Mr Levitt needs much help 
in proselytising. Last Sunday night he wason 
national television decrying stock manip 
lation; on Monday, he debated before a. 
panel of accountants in New York, then on 
Tuesday, October 24th, he gave a speech to 
the accounting-industry trade group at its. 
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ual meeting in La 

f all places, where he ap- 
pealed to, of all things, its 

members’ virtue. 
“In what other profession 
16 it one's duty to tell the cus- 
tomer when he's wrong?" 
asked Mr Levitt. "What other 
profession is enshrined in our 
nation's securities laws to serve 
no interest but the public's? 
What other profession so di- 
rectly holds the key to public 
25 confidence—the life-force of 
our markets?" Alas, he added, 










owning mutual funds 





has been left to a few old pals 
from Wall Street. 



























"it has become clear that the 
perceived value of the audit is 
being put at-risk.” Was there a cad in the 
room in favour of such debasement? 

Mr Levitt certainly knows what he is 
talking about. His early education in finan- 
cial markets came from discussions between 
his schoolteacher mother. and the man who 
was the custodian of her retirement savings 
in what wasthen thesecond-largest pension 
' fund in the country—her husband, Arthur 
Levitt Sr: As Arthur Jr likes to point out, his 
mother never left his father in doubt about 

who was working for whom. 
| Mr Levitt helped found an investment 
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firm thatis now part of Citigroup, where he 
fell out with current Citi boss, Sandy Weill. 
He then тап a stock exchange and part- 
owned a. paper devoted to Congress, Roll 
Call (since bought by The Economist). A for- 
mer consultant to his old firm is the Federal 
Reserve chairman, Alan Greenspan, with 
whom he often plays golf. He also crossed 
professional paths over the decades with 
Robert Rubin, once of Goldman Sachs and 
the Treasury. It isa peculiar, and under-ana- 
lysed, feature of the Clinton administration 
that oversight of the economy and markets 


















HE sec was created by Congress, and 
Washington's politicians, like many 
parents, have not found it easy to let their 
offspring go. Of late, they have been less 
than helpful to Arthur Levitt's attempts to 
make America's financial markets more 
transparent. If, as appears likely, the sec 
adopts a rule that auditors must disclose 
fees they earn by selling other services to 
clients~rather than. forcing them to 
choose between audits and the rest, as Mr 
Levitt wants--it will largely be because the 
accountants have enlisted Congress's help. 
Congressmen are also battling with Mr 
Levitt over the structure of financial mar- 
“kets. In 1975, Congress passed laws that 
were intended to integrate prices on all of 
America's stock exchanges, while also en- 
couraging them to compete. This failed to 
live up to expectations. Now real compe- 
tition—from- overseas markets: and. elec- 
tronic. trading systems known. as ECNS-- 
has threatened to undermine market inte- 
gration, making it. harder. for small 
investors tobe sure they are getting the best 
price. Mr Levitt wanted toensure that such 
competition benefits small investors, per- 
haps by requiring the linking of different 
markets, though he had anopen mind as to 
whether this could be done: Not.so Phil 
Gramm, chairman of the Senate banking 
committee, who held hearings involving 


“He probably has the 
greatest breadth of knowledge 
of any chairman of the sec,” 
says Michael Lipper, former 
head of the eponymous in- 
vestment-management track- 
ing firm, who in the 19605 
shared a stock-ticker with Mr 
Levitt’s nascent brokerage firm. 

As early as 1972, Mr Levitt 
blamed his industry for mis- 
treating small investors. "The 
issuance of common stock and 
other securities is predicated 
on broad public owners," he 
said. "Our entire system of broad-based 
American capitalism is based on this condi- 
tion." Yet Wall Street provided plenty of rea- 
sons for wise individuals to stay away. 

Mr Levitt was considered a possible sec 
head under President Reagan but, given his 
predilections, perhaps it was appropriate 
that his tenure began in 1995, just as popular 
enthusiasm for investing, and technology. 
for doing so efficiently, was emerging (see 
charts). Avoiding turf wars, Mr Levitt used 
his personal relationships with other regula- 
tors to settle inter-departmental spats, spent 








Mr Levitt and bosses of Wall Street firms 
this spring. He made it clear that he op- 
posed regulatory attempts to link markets. 
Political opposition seems to have discour- 
aged Mr Levitt—who has no time for un- 
winnable fights—which has disappointed 
Wall Street firms that favour integration, 
such as Goldman Sachs. 

A lesser form of market integration, 
called SuperMontage, was proposed by 
Nasdaq, the world's second-biggest stock- 
market. This would match orders submit- 
ted to all marketplaces in which Nasdaq 
shares are for sale. This was about to get the 
blessing of the sec until the intervention in 
August of Mr. Gramm--again—and Tom 
Bliley, chair-of the House commerce com- 
mittee. They were swayed by complaints 
from См, which argued that SuperMon- 
tage was designed explicitly to put them 
out of business. The arguments on both 
sides are flawed, and a messy compromise 
seems likely. 

Congress has also roughed up the Fi- 
nancial Accounting Standards Board 
(rass); the rule-setting body for company 
accounts. In 1995, Congress bullied rass— 
over which it has no official jurisdiction— 
into watering down sensible plans to re- 
quire companies to charge the cost of em- 
ployee share options against profits. Now. 
FASB is under attack for trying to make 


` FASB's independence. 
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| 
companies reveal clearly thecostsofmerg- | 
ing. Currently, firms can “pool” their ac- | 
counts, thereby avoiding charging the dif- 
ference between the purchase price of a | 
company and the value of its assets against 
profits. rase wants to replace this with | 
“purchase” accounting, which forces com- 
panies to run the true costof an acquisition 
through the accounts, dampening their 
apparent post-merger performance, 
Urged on by software companies, a dozen 
senators have petitioned rase to delay im- 
plementation of pooling, which has al- 
ready been pushed back several months. 
Somecongressmen have gone further, pro- 
posing to stop the sec from preventing the 
use of pooling altogether. So much for | 
| 
| 
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Want to breathe new life into your business? 
Try 3 or 4 billion new customers. How can Asia- 
Pacific businesses reach more of the world's largest potential market? 
With Internet-related business solutions from Asia Online. Their expertise 
is transforming Pacific Rim companies into e-commerce pioneers. As Asia 
Online's lead U.S. investor, as well as a long-term partner, we're 
transforming them into a global leader. А new plan, a new community. 


The same resourcefulness, the same fervour. 





JPMorgan 





January: His company urgently needed to better manage 
expanding scope of business. 


February: Arrives in the nick of time and recommends 
partnership with: IBM 


May: He transforms his company.into an integrated 
e-business ftom end to end 
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e-business is changing the way you do business. 





To get ahead in today's fast-changing environment, companies 
like yours need to become e-businesses. To manage this 
significant change, it helps to have an experienced and reliable 
e-business partner like IBM. We offer you not just a broad range 
of leading-edge business ideas and technologies, but also 
the expertise to make them work for your individual business. 
Everything from e-commerce, CRM, and SCM to Business 
Intelligence is integrated, robust and scalable, saving you the 
hassle of managing piecemeal solutions from different vendors. 
To see how IBM can work wonders for your company, visit 
www.ibm.com/sg/asia today. 


IBM is a registered trademark and the e-business log | trademark of International Business Machines Corp. in the U.S. and/or other countries. © Copyright IBM Corporation 2000. All rights reserved 




















| Panik? 
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N A grim few months for tech stocks, has 
| anything suffered more than Frankfurt's 
| Neuer Markt, Europe's leading trading 
| place for so-called high-growth compa- 
i nies? The Nemax 5o index of its leading 
| shares is worth less than half what it was at 
its peak in March. Not one company in the 
index is within 1096 of its sz-week high. 
Tales of poor book-keeping at some com- 
| panies, and hints of worse, have given the 
| German press a field day. "Der faule 
| Zauber [humbug]" sniffed Spiegel, an in- 
| fluential weekly. "Lug und Trug? [lies and 
| deception?" suggested Bild, a tabloid 
| daily. The antics on the Neuer Markt, said 
| Bild, were a “first-class funeral" for Ger- 
| many'scelebrated new equity culture. 
| There has been plenty to tut-tut about 
| in the past month. In September, Gigabell, 
| an Internet service provider, filed for bank- 
| 
| 
| 
| 














ruptcy protection and is seeking a buyer. 
The homes of the two chief executives of 
Infomatec, a software firm, were raided in 
an insider-dealing investigation. Allgeier, 
another software firm, said that it had 
greatly overestimated demand for its e- 
commerce products. Also in the doghouse 
is EM.TV, a media firm which earlier this 
year bought half of Formula One and all of 
the Jim Henson Company, creator of “The 
Muppet Show". Perhaps Gonzo got the job 
of counting the money: EM.TV made a 
mess of accounting for its new businesses 
in its first-half figures. 

Given that most Germans have only 
just become keen on trading shares, it 
would be no surprise if the long slide in the 
Neuer Markt and the pong of scandal 
drove investors back to the familiar com- 
fort of their savings accounts. So far, how- 
ever, it seems that reports of the death of 
the equity culture are much exaggerated. 

True, the euphoria of springtime, when 
a flurry of high-profile share issues drew 
hundreds of thousands of new sharehold- 
ers, has died away. But Germany’s online 
brokers are still pulling in new account- 
holders in large numbers, albeit at a slower 
rate of growth. Consors, the second-biggest 
online broker, added 50,000 new custom- 
ers between July and September, taking its 
total to almost 500,000. Consors has 
enough confidence in the durability of the 
new brand of German finance to have 
launched an investment-banking subsid- 











iary this week, specialising in new issues 
on the Neuer Markt. 

More conventional methods of share- 
buying also seem to be thriving. According 
to Claudia Rathgeb, a fund manager at 
pws, the mutual-fund arm of Deutsche 
Bank, money is still flowing in, if not at the 
same rate as in the first half ofthe year,and | 
not just into blue-chip investments. 
“We've just launched a Neuer Markt fund,” | 
she says; “we still see inflows into that.” 

So far, little, if any, harm has been 
done. Investors have learned, if they 
needed to, that prices can fall as well as rise. 
And a tougher environment for issuing 
shares has already made several compa- 
nies think twice before asking investors for 
money. Perhaps a few more should follow 
suit. But unless there is a prolonged bear 
market in blue chips—not out of the ques- 
tion—Germans seem unlikely to be turned 
off shareholding. Indeed, by providing a 
reality check, the recent troubles of the 
Neuer Markt might even do Germany's 
equity culture some good. | 
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Japanese insurance 


Lust for life 


TOKYO 


А SCREAMING buys go, Japan's life in- 
surance industry seems a most unlikely 
candidate. So far this year, four life insurers 
have gone bust (see table). The latest is Kyoei 
Life, the 11th-biggest firm, which on October 
20th collapsed with liabilities of ¥4.5 trillion 
($38 billion)—the country's biggest bank- 
ruptcy since 1945. Yet there is no shortgage of 
suitors for the industry's troubled compa- 
nies. Why the interest? 

Many of the investors are foreign firms 
that have long dreamed. of entering. the 
world's second-biggest life market. Pruden- 
tial and Ge Capital are proffering a helping 
hand to: Kyoei American. International 
Group is doing likewise to Chiyoda. Invest- 
ing in bankrupt firms brings local branding 
and distribution, at a low price, without the 
financial problems that bust them. 

The life industry made a rod for its own 
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back by guaranteeing policyholders a cer- 
tain rate of return on their policies, which 
turned out to exceed by far what they could 
earn from investing premiums in low-risk 
assets in Japan's low-interest-rate environ- 
ment. The long-term characteristic of such a 
commitment means that existing policies 
will remain a problem for many years. But 
there is no reason why new policies should 
repeat past folly—and there is certainly 
plenty of demand for life policies. 

The prospect of strong foreign compe- 
tition is prompting those domestic insurers 
that have not yet gone bust to get together. 
On October 23rd, Nippon Life, which leads 
life insurers with ¥43 trillion of assets, said it 














would link up with Sumitomo Marine and 
Fire and Mitsui Marine and Fire, two non-life 
insurers which are merging next year. 

But the most intriguing deal of all is the 
recently proposed merger of Tokio Marine 
and Fire, the biggest non-life insurer; with 
Nichido Fire and Marine, and Asahi Mutual, 
the fifth-largest life insurer. Although Tokio 
Marine and Nichido seem to have comple- 
mentary geographical strengths, the glaring 
mismatch between Tokio Marine, a strik- 
ingly healthy Japanese financial institution, 
and the more typically troubled Asahi has 
caught many by surprise. 

Tokioisextremely ambitious. It sees great 
potential in cross-selling different sorts of fi- 
nancial products, as well as its traditional 
non-life policies, a notion much in vogue the 
world over since the merger of Travelers and 
Citibank in 1998. 

Yet Tokio has not had much luck with its 
partners. In June 1999, it announced plans 
with Charles Schwab, an American discount 
brokerage, to open a joint online share-trad- 
ing business in Japan this January. But the 
project had staffing problems and still can- 
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not sell Japanese equities to its customers. 

Tokiois also part of a consortium (led by 
Softbank, an Internet investor) which re- 
cently bought Nippon Credit Bank. The 
bank, which had been nationalised to keep 
it from bankruptcy and has been renamed 
Aozora Bank, is looking for a new president 
because the previous one committed suicide 
just weeks into the job. The lack of leadership 
has further dented the bank's modest pros- 
pects. Tokio's investment looks expensive. 

Tokio insists that its alliance with Asahi 
and Nichido is part of a strategy to catch up 
with global insurance giants, such as AiG and 
AXA, that have expanded fast, both geo- 
graphically and into new financial products. 
It is growing across Asia, buying stakes in 
insurers in Korea, Vietnam and India. 

Even so, its choice of Asahi seems puz- 
zling, not least because the combination cuts 
across traditional keiretsu (business group) 
lines. Tokio is part of the Mitsubishi grouping 
led by the Bank of Tokyo-Mitsubishi (BTM), 
whereas Asahi belongs to the Mizuho group, 
which includes the Industrial Bank of Japan, 
Fuji Bank and Dai-Ichi Kangyo Bank. 

On theother hand, problems within the 
keiretsu may have pushed the deal forward. 
When other Mizuho insurers started to team 


Paying online | 
Feeling insecure 


T HAPPENS all the time. An irate credit- 

card holder phones his bank to insist that 
he did not subscribe to that pornography 
site. Perhaps, he says, some hacker has ob- 
tained his card number. Whatever the bank 
may think about the veracity of its cus- 
tomer's claims, when online shopping is in- 
volved it will usually cancel the charge, de- 
spite the hefty (and largely unrecoverable) 
cost of such “charge-backs”, which in the 
end аге borne by the retailer. 

Anybody who hopes to profit from con- 
sumer e-commerce becoming big business 
knows about the most serious obstacle to 
success: customers' terror of launching their 
financial details into cyberspace. To reassure 
them, credit-card and other charge-card 
providers are willing to let them off pay- 
ments that they deny having incurred. 

A better solution is to ensure that when 
people pay online, their card details are truly 
secure—removing the opportunity to offer 
excuses, But doing so is proving much trick- 
ier than had been hoped. Matters have been 
made worse by unseemly fighting between 
some of the businesses seeking to create se- 
cure online payment systems—most nota- 
bly, between some European banks and the 
European arm of Visa, a leading global 
credit-card brand. 

No one is sure exactly how big the pro- 
blem of Internet fraud is. But most card issu- 
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up, Asahi was left out in the cold. Tokio might 
have been expected to merge instead with 
Meiji Life, the fourth-largest life insurer and 
a fellow Mitsubishi group member. But To- 
kio has a cool relationship with втм, which 
once hoped to gather its group’s insurers un- 
der a joint holding company. Blue-blooded 
Tokio long regarded Mitsubishi Bank as me- 
diocre. Meiji is a loyal втм supporter. Ironi- 
cally, the Tokio merger with Asahi, by mak- 
ing Meiji feel even more alone in an industry 
fast pairing off, may pave the way toa three- 
some. 

Even so, Tokio will be buying a lot of pro- 
blems. Asahi, Japan’s oldest life insurer, has 
unrealised gains from property it bought be- 
fore the second world war, but most of its as- 
sets stink. It has a high policy cancellation 
rate. Its BB+ credit rating from sap might di- 
lute Tokio's impressive AAA. Asahi must de- 
mutualise before it can integrate with its new 
partners—a process likely to take years (and 
much money) to complete. 

Perhaps Tokio will manage to ring-fence 
its weaker partner's liabilities, as Ge Capital 
did when it tied up with Toho (which later 
collapsed). But Tokio seems to be guilty of a 
fault common to many Japanese mergers: 
leaping first, looking afterwards. 


— 





ers agree that Internet fraud is far more com- 
mon than fraud in the physical world. 
Charge-backs are an equally big headache. 
Jon Prideaux, who launched his Virtual Visa 
at a card fair in Paris this week, says that 
charge-backs due to the Internet run at be- 
tween ten and 40 times the level of charge- 
backs in face-to-face transactions. In the 
year to September 1999, Visa Europe reck- 
oned that e-tailers spent $100m reimbursing 
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consumers, and that its members spent 
$250m on handling those disputes. Visa and 
MasterCard originally fixed on a system 
called set to secure payments over the In- 
ternet. This would have required all the 
banks, retailers and millions of cardholders 
to have adopted the same software. Even 
Visa's Mr Prideaux admits that the idea was 
crazily impractical. 

Both Visa and MasterCard are under in- 
vestigation by antitrust authorities on both 
sides of the Atlantic for alleged anti-compet- 
itive practices, such as jointly banning mem- 
bers from issuing American Express cards. 
Funnily enough, they are now going their 
separate ways on online payments. Maestro, 
a European debit card that :s part of the Mas- 
terCard empire, is likely to go for “controlled 
purchase numbers”, a way of using ran- 
domly generated numbersfor each transact- 
ion that avoids the need totransmit the card 
number to the retailer. America’s MBNA, a 
huge credit-card issuer, is launching such a 
system with Orbiscom, an Irish software 
supplier. 

Visa Europe is now planning to intro- 
duce a successor to SET, 3DSET, in the face of 
disquiet from its member banks. This works 
by splitting a card number into pieces which 
are transmitted separately. Visa Europe is in- 
sisting that all issuing banks and e-tailers in- 
troduce the appropriate software by Octo- 
ber next year, with fines for non- 
compliance. Moreover, as a concession to e- 
tailers, fed up with paying for charge-backs 
they believe are not their fault, it is switching 
liability from retailers to issuing banks. 
Oddly, Visa Europe decided to press ahead 
with 3p set, despite the fact that Visa in 
America has rejected the system. 

Mr Prideaux cannot say how much it 
will cost to implement 3p set, but claims 
that it will be “substantially less than half 
the $250m” that European banks currently 
spend chasing charge-backs. However, 
Royal Bank of Scotland, one of Britain’s big- 
gest banks, claims that software 
and servers alone will cost it 
“millions”. Mike Benson of Royal 
Bank’s credit-card division is 
worried that card holders and re- 
tailers may resist installing new 
software that would then have to 
be upgraded. His main worry is 
that 3p set will have tobe junked 
in a few years because the Amer- 
icans are not using it. Barclay- 
card, Britain’s biggest issuer, says 
it too wishes to find a “global” 
solution. Some French and Span- 
ish banks are also unhappy with 
the plan. Their software gripes 
may camouflage a bigger com- 
plaint: that it will be they, not re- 
tailers, who will have to bear the 
burden of making online con- 
sumers secure. 
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A roving eye 


Three new articles demonstrate how economics can find valuable insights 


in unexpected places 


OES homo economicus appreciate 

modern American painting? Or study 
the Talmud? How about playing in a sym- 
phony orchestra? Some. parts of life—fine 
arts and religion among them—are usually 
assumed to be outside the province of eco- 
nomics. Rational thinking, the argument 
goes, does not necessarily apply when it 
comes to the emotional and spiritual. If 
your reaction to that notion is thank good- 
ness, you may be disappointed to learn 
that economists have been looking for 
opportunities to prove it wrong. 

This week, we take a break from trade 
balances, oil prices, interest rates and the 
like to consider three recent stud- 
ies with surprising social and cul- 
tural content. They focus on spe- 
cific parts of life where rationality 
is usually not an issue but where, 
in the shadows, homo economi- 
cus may beat work. 


Younger masters 


Art lovers might think that the 
age at which painters are at their 
most productive is determined 
by their style, experience and 
personal development. But a pa- 
per* by David Galenson of the 
University of Chicago and Bruce 
Weinberg of Ohio State Univer- 
sity suggests that market forces 
matter, too. 

Messrs Galenson and Weinberg dis- 
covered that the leading painters of differ- 
enteras produced their best work at differ- 
ent ages. By tracking auctions from 1980 to 
1996, the authors compared the selling 
pricesof the painters' works and the ages at 
which they were completed. For artists 
born between 1900 and 1920, prices peaked 
for work done when their average age was 
50. For those born between 1921 and 1940, 
the peak age averaged about 28. To confirm 
that prices at auction truly reflected qual- 
ity, or what passes for itin the art world, the 
authors looked at the ages at which paint- 
ers had created the works reproduced by 
critics in well-known агі books. The 
painter-specific medians of these ages 


*"Age and the Quality of Work: The Case of Modern 
American Painters". David W. Galenson and Bruce A. 
Weinberg, Journal of Political Economy, August 2000. 
Sect, Subsidy, and Sacrifices: An Economist's View of 
Ultra-Orthodox Jews". Eli Berman, Quarterly Journal of 
Economies August 2000. 

“Orchestrating Impartiality: The Impact of Blin? Audi- 
tions on Female Musicians’. Claudia Goldin and Cecilia 
Rouse, American Economic Review, September 2000. 








among the earlier generation were 42 of 
older; among those who came later, they 
were always 410r younger. 

Why did the later generation of paint- 
ers peak earlier? Messrs Galenson and 
Weinberg offer several explanations. First, 
critics and the viewing public began to 
place more emphasis on original ideas 
than craftsmanship as the century pro- 
gressed. Wielding a paintbrush skilfully 
mattered less, so artists could be successful 
before (or, without) refining their tech- 


niques. New painting techniques—eg, 
Andy Warhol's silk screens—also meant 
that works could be produced more 
quickly and cheaply; feedback and artistic 
progress could be obtained in less time. In 
sum, economic forces were vital to the later 
generation’s speedier success. 


Money for sects 


Eli Berman of Boston University grew up 
Jewish in Ottawa, Canada, and often won- 
dered, as a future economist would, if dif- 
ferences in religious observance could be 
rationalised. His article! on ultra-orthodox 
Jews; who adhere to religious customs far 
more prohibitive than the mainstream of 
present or past Judaism, begins to answer 
the question. Fewer than one-third of 
working-age, ultra-orthodox men in Israel 
participate in the labour force—but, won- 
dered Mr Berman, was this for purely reli- 
gious reasons, or did economics have 
something to do with it? 

To find out, he examined attendance 
rates at yeshiva (Talmudic college) among 





ultra-orthodox Ashkenazi and Sephardic 
Jews in Israel. Such colleges require stu- 
dents to eschew virtually all secular work. 
Between the 1980s and 1990s, government 
subsidies to ultra-orthodox Sephardics in- 
creased thanks to their growing political 
power. In a rational economic world, any 
increase in subsidy to an ultra-orthodox 
community would be expected to make 
the austere yeshiva lifestyle financially 
more bearable. Sure enough, during the 
period analysed, yeshiva attendance 
among Sephardic Jews grew by ten per- 
centage points more than among Ashke- 
nazi Jews. Subsidies also encouraged 
growth in the number of members of the 
Sephardic sect: relative fertility rates rose 
by almost two children per family more 
than among Ashkenazi Jews. 
When it comes to greater obser- 
vance and the strength of a sect, 
faith is clearly not everything. 


Striking the right note 

The output of symphony orches- 
tras, as cultural institutions, is not 
as easy to measure as, say, that of 
car makers. But the input side—in 
this case, the hiring of musicians— 
does yield readily to economic 
analysis. Claudia Goldin of Har- 
vard and Cecilia Rouse of Prince- 
ton, both one-time amateur flau- 
tists, found that gender, as well as 
musicality, affected success at au- 
ditions 

Starting in the 1950s, American 
orchestras began to use "blind" auditions 
for hiring musical personnel. This change 
meant that aspiring members would per- 
form behind screens, invisible and anony- 
mous to judges, when competing for a 
place in the group. The two economists 
trawled through reams of audition reports 
and rosters from eight big orchestras, and 
compared the success of women before 
and after the screens were introduced. In 
auditions using screens, women were 
roughly 50% more likely to advance beyond 
the preliminary round. Women also 
reaped big gains in the final rounds of au- 
ditions—proof that discrimination had 
been real, even in such a rarefied environ- 
ment. 

Economists constantly redefine their 
field by breaching the perceived bound- 
aries of the domain of homo economicus. 
Inevitably, such forays can elicit a sceptical 
response. Lowell Taylor, an economist at 
Camegie Mellon University, calls them 
"wackonomics". But maybe a few more 
economists should dare to be wacky. 
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GENEVA 


Europe's largest physics laboratory is. 
ata crossroads, in more ways than one 


T IS the decision from hell. CERN, a giant 

high-energy-physics laboratory strad- 
dling the Franco-Swiss border near Geneva, 
had planned to shut its biggest particle ac- 
celerator, the Large Electron-Positron 
(тр) collider, at the beginning of 















even better machine, the “Se 


'# Large Hadron Collider 
(LHC), would then begin in 
s the same 27km-long, cir- 
cular tunnel used by тер. 
But just as Lep seemed ready 
to make a graceful exit, nature 
^. decided to tease its physicists with ^ 
some oh-so-tantalising hints of a new 
damental particle. 
Inthe past few months, experiments at 
ТЕР have detected signs of what has become 
the rainbow’s end of high-energy physics, 
the Higgs boson. This is the last particle miss- 
ing from the list of those predicted by the 
“Standard Model” of the universe. Finding 
the Higgs could close a major chapter of 
physics. It could also open up a whole new 
tome, forcing physicists to move beyond the 
Standard Model into a weird world of half- 
suspected particles and multiple dimen- 
sions (see The Economist, October 7th). Ei- 
ther way, proof of the Higgs’s existence 
would be the scoop of the decade. But gath- 
ering the data needed to confirm that scoop 
takes time. 
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Anexistential crisis 


‘Time, unfortunately, is what CERN lacks. The 
horns of its dilemma are clear enough. Keep 
taking measurements and maybe make a 
stunning breakthrough—but delay an engi- 
neering project which is scheduled with a 
Swiss precision that will cost much to undo. 
‘Orstick with the original plan, close Ler, and 
run the risk that another high-energy-phys- 
des laboratory will nab the Higgs first. As- 
suming, of course, that it is the Higgs that is 
‘out there, and not a cruel statistical fluke. 

Faced with this choice, the answer is ob- 
vious. The physicist keeps measuring— 4*3 7 
what could be more important 
than catching the Higgs? The 
manager sticks to the original 
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tX 


plans—thealternativeisalogisti- . ¢ 
cal nightmare that could lead to | 
spiralling costs for the LHC. And wsm 
CERN’s backers, governments ^" 
not always known for their gen- „f 
erosity towards fundamental re- 
search, lose their patience. This is not 
an idle threat. A giant hole in the desert in 
Texas bears witness to a previous occasion 
when politicians pulled the plug on an over- 
expensive particle accelerator. 

Given such a tough call, cern’s director- 
general, Luciano Maiani, decided to offer the 
laboratory a month to make some more 
measurements—a period that is still just 
within the margins of the original schedule 
for the Luc. This is probably not enough to 
corner the Higgs, but it gives CeRN’s scientists 
and engineers a chance to figure out a plan в, 
which should be announced at the begin- 
ning of November. Rumours are that the 
Higgs-hunters will have it their way, post- 
poning the rnc. But it will be a nail-biting 
finish for LEP. 

Stressful as this may be for the research- 
, ers collecting the data, CERN has an even 
9$» , greater challenge to face: plotting the 
future of the laboratory beyond the 

LHC. In the midst of the current 
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drama, that may seem 
biem that is aeons awa 
will be completed in 2005 










all goes according to schedu 


machine will have a use 
aboutadecade. Yet such i 
high-energy physics these day: 
scientists: and engineers аге invo 


building the tHe, ata cost of over SFr3 billio 


{about $12 billion) for the hardware alone: 
thatitisnecessary to start planning a gen 
tion in advance. 









to answer; What sort of machine sho dd 
CERN build next? And for what sort of 
physics? But the most fundamenta 
question of all may well be, why con- 
tinue? The standard responses 
about pushing back the lim- 
its of mankind’s ignorance 
and probing the mysteries: 
of matter are worthy; bi 
not necessarily worth bill - Vv 
lions of dollars totaxpayers | 
and the politicians who rep- 
resent them—especially whe 
compared with other projects in mo 
practical areas of science. 
Beyond the science, CERN ha 
‘past had some powerful political arg 
ments to justify its existence. Bom in 19 
has been a flagship of European 
. operation from the beginning, being 
funded 2 a host of Furop 





























"oe cold war, а place where 
tists from both sides of the i 

tain could work together оп peacefu 
projects. With the rise of the eu and the fall 
the Berlin wall, however, the visionary tole 
Of cERN in Europe has wared. | 

But CERN also has another raison d 
often overlooked even by its own scien 
The facility is an important generator of ne 
technologies. Everything from: vacuum 
pumps and radiation detectors to. sill 
chips and advanced software are pushed to 
the limits of the possible for CERN experi 
ments, with frequent spin-off benefits for 
the restof society. : 

The most famous example is surely tl 
World Wide Web, invented at cern by Ti 
Berners-Lee to help cope with the sharing of 
high-energy~physics data. Although some 
CERN scientists initially balked at the use of 
this tool for base commercial purposes, the 
laboratory now happily basks in the glow of 
the web's success. The only catch is that, al- 
though invented in Europe, the web was ex- 
ploited far more quickly in America. Offi- 
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cials at CERN are easily irked by mention of 
this, and point out that had the organisation 
tried tocash in on the technology by making 
it proprietary, it might not have been 
adopted so widely. 

In retrospect at least, giving the web 
away free was tactically smart. But that 
misses the strategic point. If CERN had had a 
thriving technology park around it, and had 
embraced an entrepreneurial culture that 
encouraged its young scientists to go out and 
commercialise their ideas, Europe as a whole 
might have profited more from the web. 
CERN could, in other words, have played a 
rolesimilartoStanford University in Califor- 
nia, which catalysed much of the early de- 
velopment of Silicon Valley. 

Alas, radical change of the sort this 
would require is not CERN's forte. As a multi- 
national organisation, it has to balance the 
interests of its member states. This puts a 
damper on some ambitions. For instance, a 
thriving technology park at CERN might 
seem to favour France and Switzerland over 
other partners, so industrial Rap contracts 
such as those for building the Luc have been 
carefully farmed out to partner countries in 
true eurocratic fashion, that is in rough pro- 
portion to the dues they pay to CERN, rather 
than according to their actual industrial tal- 
ents. To be fair, though, cERN has recently 
been making a vigorous effort to shed its 
ivory-tower image. Last year, a director for 
technology transfer was appointed for the 
first time. An industrial technology liaison 
office has been opened and CERN has even 
begun filing patents—a phenomenon prac- 
tically unheard of two years ago. But is this 
all too little, too late? 


Gearing up for the Grid 
Perhaps not. For CERN is in a position to lead 
Europe, and perhaps the world, into the In- 
ternet's next bold phase, called the Grid. This 
involves harnessing the huge computing re- 
sources that the Internet links together in or- 
der to solve problems beyond the scope of 
any single supercomputer. The technologies 
that need to be developed for the Grid, espe- 
cially so-called middleware that combines 
software and hardware in order to make dif- 
ferent computers work together in a seam- 
less way, promise to be even more revolu- 
tionary than the web, and could lead to a 
whole new dot.com (or dot.grid?) boom. 
CERN has the dream application for the 
Grid: the analysis of the phenomenal 
amounts of data that the інс detectors will 
generate. Packets of protons moving in op- 
posite directions round the Luc will collide 
4om times a second. Even after judicious fil- 
tering, the amount of data coming out of a 
single detector will rival the entire traffic on 
the global telephone network. The strategy 
for dealing with this requires “fanning” the 
data out to national hubs using high-speed 
networks, then further fanning them to re- 
gional centres, and finally analysing them on 
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legions of computers located in individual 
university laboratories. 

Already, CERN has achieved some sig- 
nificant results. The organisation has, for ex- 
ample, built a "virtual" exabyte memory de- 
vice (an exabyte is a billion billion bytes) by 
linking computers spread across many sites. 
An exabyte is about half the amount of un- 
ique electronic data that is currently pro- 
duced worldwide in a year, and several hun- 
dred times more than the Luc will create 
annually. On top of that, in September, 
CERN demonstrated a network that could 
handle 10 gigabits of data a second while 
linking computers from four different man- 
ufacturers (Compaq, 18M, sGı and Sun), an 
important step towards the sort of high- 
speed communications the Grid will need. 

The question that CERN's management 
is mulling over, however, is exactly how big 
CERN's Grid ambitions should be. There is 
little doubt that the Grid is going to stimulate 
a wide variety of science, not just high-en- 
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ergy physics. For example, four of the 15 ini- 
tiatives announced in July as priorities for 
Britain's state-funded research councils are 
linked to the Grid. These include applica- 
tions in biology, where it can be used for 
manipulating information from the Human 
Genome Project, and in meteorology, for cli- 
mate modelling. 

Turning cERN into a leading centre for 
Grid development in a wider scientific arena 
could bean inspired move. It could also be a 
risky one. Losing focus on its core compe- 
tence, fundamental high-energy physics, 
could leave the laboratory vulnerable to 
cuts. After all, the critics will argue, if CERN is 
doing something so useful, surely it can get 
industrial sponsorship. It may also horrify 
many CERN scientists to think of their lab- 
oratory turning into a jazzy high-tech incu- 
bator for next-generation e-commerce. But it 
is not necessarily a fate worse than death. 
And as recent events have shown, it is al- 
ways good to have a plan в. 





Manned spaceflight 


A waste of space 


The International Space Station is about to receive its first tenants 


T HAS been touted as a stepping stone on 

the way to Mars, an exemplar of interna- 
tional co-operation in space, and an orbiting 
research laboratory. Sadly, the International 
Space Station is none of these things. Sixteen 
years after Ronald Reagan set NASA, Amer- 
ica’s space agency, the goal of establishing a 
permanently manned orbital outpost, its 





Cheaper after all 


first residents are due to blast off on October 
31st, and clamber on board their new home 
on November 2nd. 

Mission controllers will no doubt cheer, 
champagne corks will pop, and there will be 
much talk of mankind taking bold steps into 
space. But the truth is that the space station, 
which will take until at least 2006 to com- 
plete, at acostofover $100 billion, isa monu- 
mental waste of time and money. 

Its original purpose, conceived in the 
cold-war spirit of 1984, was to assert Amer- 
ica's might as a space-faring superpower. 
That version of the station, dubbed Free- 
dom, was due to be completed by 1994, at a 
cost of $8 billion. But Mr Reagan's successor, 
George Bush, unveiled a change of plan in 
1989, on the 20th anniversary of the Apollo 
moon landing. The station, he announced, 
would now be completed by 1999, in prepa- 
ration for the launching of a manned mis- 
sion to Mars in 2019. 

This objective was, in turn, quickly 
shelved when nasa worked out how much 
a Mars mission would cost: a staggering $450 
billion. Instead, the European, Canadian 
and Japanese space agencies agreed to get in- 
volved with the station, which was repo- 
sitioned once again—this time as a model for 
international co-operation in space. And in 
1993, with the cold war over, the Russians 
were invited to join in too. The space station 
thus became a tool of American foreign pol- 
icy. The involvement of the Russians re- 
duced the chances of that country's rocket 
scientists going off to work for Iran or North 
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ALF a century ago, most American 

children grew up in the home of their 
two biological parents. Now, more than 
half will live apart from at least one parent 
before reaching the age of 18, and more 
than half of these will live with a step-par- 
ent or a foster parent. Disturbingly, three 
new studies, by Anne Case, an economist 
at Princeton University, and her col- 
leagues, suggest that these children will do 
worse in terms of food, education and 
health care than other youngsters. 

One of these studies, published in the 
October issue of the Economic Journal, 
finds that households in the United States 
where a child is raised by a non-biological 
mother spend less on food than those 
where the relationship is biological. 
Whether the child is raised by a step-, 
adoptive or foster mother, the reduction is 
the same. Evidence from South Africa tells 
a similar tale: where a child does not live 
with its birth-mother (as is the case for 2096 
of under-19-year-olds), the household 





The Cinderella syndrome 





Step-sisters can be pretty ugly, too 


spends less on milk, fruit and vegetables, 
and more on alcohol and tobacco. 

Dr Case's other two studies find that 
children not raised by their birth-mothers 
suffer in other ways. One discovered that 
61% of children over a year old and living 
with both biological parents had had a 
medical check-up in the past year; but 
only 46% of those living with a stepmother 


had had one. The other looked at educa- 
tion: a mother's own children receive, on 
average, one more year of schooling than 
dostep-, foster or adopted children. 
The children who do worst 
seem to be those living in 
“blended” families, sharing the 
mother with her birth-children. For 
instance, adopted children on aver- 
age get an extra year of schooling if 
the mother who raises them has no 
children of her own. Some other ac- 
ademic work suggests that children 
raised by single mothers do much 
better, in terms of education and 
eventual occupation, than children 
raised by single fathers, or by a 
step-mother and their birth-father. 
What is the explanation? Some differ- 
ences between birth-children and others 
might be caused by, say, the trauma of liv- 
ing through a parental divorce. But the 
overwhelming impression is that genes are 
a selfish lot, and mothers invest more in the 
children they bear, and who thus bear 
their genes, than in somebody else’s chil- 
dren who happen to live in their home. 








Korea, and was also expected to save $2 bil- 
lion through cheaper technology and re- 
duced launch costs. 

In the event, Russian involvement has 
proved a disaster. It has cost America, the 
dominant member of the 16-nation consor- 
tium that is now building the station, an ad- 
ditional $3 billion in delays and hand-outs to 
the cash-strapped Russian space pro- 
gramme. Russian components of the station 
do not come up to American safety stan- 
dards, and will require expensive “on-orbit” 
modifications. Worst of all, Russia has still 
not got rid of its ancient Mir space station, 
thus raising suspicions about its commit- 
ment to the international project. 

Nor does the station have much scien- 
tific merit. Indeed, few scientists—other than 
those whose livelihoods depend on it—have 
a kind word to say about the enterprise, since 
robots would be able to do pretty well all of 
the experiments proposed, for less money 
and at less risk to human life. 

But perhaps the greatest irony is that 
since George Bush's rash promise to send 
people to Mars, the cost of doing so has 
dropped dramatically. The price of a 
manned landing, based on a radical new 
mission plan that involves extracting fuel for 
the return trip from the Martian atmosphere, 
is currently put at around $30 billion—less 
than a third of the cost of the space station. 
Instead of wasting years of effort and billions 
of dollars constructing a pointless castle in 
the sky, NAsA could have followed both its 
scientific and populist instincts, and gone to 
Mars anyway. 
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Lightening 
darkness 


T IS not just the elderly who suffer from 

cataracts of the eyes. Babies, too, can be af- 
flicted by the condition: one or both of their 
lenses being cloudy due to infection, injury 
or faulty genes. In Britain, such cataracts af- 
fect around 300 newly born children each 
year. In countries where rubella—also 
known as German measles—is still wide- 
spread, the numbers are far higher. 

The only way to treat a cataract that has 
become completely opaque is to remove the 
faulty lens. It is particularly important to do 
so in newly borns, since cataracts do not 
merely prevent them from seeing, but also 
stop the development of the nerve pathways 
necessary for them to make sense of what 
they do see if their vision is ever restored. The 
ideal treatment is an “intraocular implant”, 
in which an artificial lens is substituted for 
the damaged original. This operation is car- 
ried out regularly on adults, but surgeons are 
reluctant to perform it on babies because in- 
fant eyes change so much over the years, 
meaning that the procedure may need to be 
repeated several times as a child grows. 

Anew invention developed at the Johns 
Hopkins University School of Medicine in 
Baltimore should eliminate that problem. 
Adham Ayoub, a visiting Egyptian re- 
searcher, has designed an intraocular im- 
plant whose magnifying power can be al- 


tered as a child develops. This means that 
there need be only one operation, greatly re- 
ducing the risk of complications. 

Dr Ayoub' lens is a vacuum sandwich. 
The outer layers are made of acrylic plastic 
and the vacuum chamber in the middle is 
divided into three or four watertight com- 
partments stacked on top of one another. 
The power of the lens can be altered progres- 
sively by flooding these compartments one 
ata time. This is done by pricking a hole in a 
compartment's acrylic shell with a laser. 
When that happens, some of the optic fluid 
that exists naturally in the eyeball rushes 
into the vacuum. Since light is refracted more 
strongly through this fluid than through a 
vacuum, flooding a compartment changes 
the magnification of the lens. The more 
chambers you flood, the greater the change. 

The device has still to undergo clinical 
trials, but if all goes well the first babies to 
benefit from it will be receiving Dr Ayoub’s 
implants in 2005. And it could benefit adult 
patients, too, since it will allow doctors to 
fine-tune lenses in situ. 

Dr Ayoub’s new lens is not without ri- 
vals. A so-called multi-component intra- 
ocular lens has been developed by research- 
ers at the University of Virginia, Charlottes- 
ville. This, too, can have its magnifying 
power altered over time, but it works by im- 
planting a permanent lens housing into the 
eye, and exchanging the lens as required. 
That is not as intrusive as the traditional 
method of replacing the whole thing every 
time, but is worse than merely shining a laser 
on it—using light to let the light in, as it were. 
= 
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BOOKS AND ARTS 





The education of 
an American liberal 


If you want to know what the much-abused term “liberal” really stands for 
in America, you should read this remarkable life 


HEN Arthur Schlesinger Jr first taught 

at Harvard, he tells us, he vomited be- 
fore each class. Now, at 83, a winner of Pulit- 
zer prizes and one of America's premier his- 
torians and public intellectuals, he has the 
self-confidence and experience to embark 
on an autobiography of the top rank. This 
initial volume covers his first 33 years, but to 
expand its scope backward to the beginning 
of thecentury, he uses the eyes of his parents, 
particularly his father, also a distinguished 
professor of history. 

Like his parents, Arthur Jr was born in 
Ohio. The family moved to the University of 
lowa, then to Harvard. The son went on to 
Peterhouse, Cambridge, to wartime Wash- 
ington and London, to a job in the Marshall 
Plan and then to life asa political activist and 
university teacher. His path from mid-west- 
ern innocence tracks America's coming of 
age as thecentury progresses. 

In 1945 Mr Schlesinger published a ma- 





A LIFE IN THE 20TH CENTURY: INNO- 

CENT BEGINNINGS, 1917-1950. By Ar- 

thur Schlesinger Jr. Houghton Mifflin; 
| 557 pages; $2895 
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jor and still contested work of historical re- 
evaluation, “The Age of Jackson”. Previous 
scholars had seen Jacksonian democracy as 
a sectional conflict with frontier values tri- 
umphant. Mr Schlesinger saw it as a precur- 
sor to the age of Roosevelt, a class struggle 
over control of the state between workmen, 
farmers, intellectuals and the poor against 
bankers, merchant manufacturers and the 
rich. Still an unreconstructed New Dealer, he 
admits that there is some justice in the criti- 
cism that the book was a defence of FDR. 

Mr Schlesinger has a gift for observation, 
sometimes dark, often amusing and almost 
always illuminating. In the early 1930s, his 
mother asked a British official in India how 
to say “thank you” in Hindustani. He re- 
fused, telling her “No white person ever 
thanks an Indian for anything.” In 1938, after 
Munich, the Lord Chamberlain, acting on 
the instructions of the Foreign Office, de- 
manded the deletion of an uninspired cou- 
plet in a Cambridge Christmas pantomime 
judged capable of offending Herr Hitler. 

Walking in London in January 1939, he 
saw Sir Oswald Mosley’s black-shirted fas- 
cists beating up some men of Jewish appear- 
ance. English fair play took a curious turn. 


Bystanders shouted, “Form a ring”, so that, in 
effect, the beating could continue without 
interference. When eventually the police 
broke up the riot, they arrested more victims 
than attackers. 

After the liberation of Paris, Noel Cow- 
ard came to entertain the troops. To end his 
show, he announced that he would do a 
song from the best musical he had ever seen, 
and sang Rodgers and Hammerstein's "Sur- 
rey with the Fringe on Top", from “ОКа- 
homa'"—with a perfect Okie accent. 

Mr Schlesinger reminds us of theYankee 
tradition of treating the Irish as badly as 
blacks. He notes Gunnar Myrdal's view that 
before Hitler there was more anti-Semitism 
in the United States than in Germany. After 
touring the South for the Office of War In- 
formation he reported the "almost literal 
truth" that American Negroes "could not be 
worse treated by Hitler than they are by 
Southerners today." In 1948, he recorded a 
conversation with Aneurin Bevan, then Brit- 
ain's minister of health, advocating goading 
the Soviets into war. 

Justice Oliver Wendell Holmes required 
ofaman that he share the passion and action 
of his time at the peril of being judged not to 
have lived. Mr Schlesinger has been in the 
midst of the great issues and consistently 
struggled for the side vindicated by history. 
A leitmotif of his memoirs is the battle by 
democratic liberals against the communist 
and near-communist intellectual left as well 
as against the libertarian right. He has never 
abandoned belief in the need for govern- 
ment action, and he regards Friedrich 
Hayek’s claim that countries go totalitarian 
when governments acquire power under 
the pretext of providing benefits for their cit- 
izens as political and historical nonsense. On 
the contrary, Mr Schlesinger believes, “Im- 
potent democratic government and not po- 
tent democratic government lays the foun- 
dation for totalitarianism.” 

In 1948 he brought out “The Vital Cen- 
tre”, which called for an alliance between 
the non-communist left and the non-fascist 
right, bringing together al: those who be- 
lieved in civil liberty and constitutional pro- 
cesses. In retrospect, his argument appears 
conventional, but at the time it was hailed as 
suddenly and clearly announcing "the spirit 
of the age". 

When Mr Schlesinger was at school, his 
father said of one of his essays: “I know that 
you must have had fun writing it. There is al- 
ways alittle thrill one gets from saying things 
well.” The son now observes, “It rings true.” 
His autobiography, skilfully interweaving 
the personal and the historical, is elegantly 
simple and marvellously clear. Complex 
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thoughts are set forth with a lucidity that 
conceals the depth of the intellectual analy- 
sis. Wit, humour and the resources of a natu- 
ral storyteller sweep the reader along. 

"The Education of Henry Adams", pri- 
vately printed in 1906, is the classic autobiog- 
raphy of a 19th-century American intellec- 
tual. If Mr Schlesinger’s second volume 
matches his first, he will have produced 
Adams's 20th-century counterpart. 





Death in Russia 


Hearing silence 


NIGHT OF STONE: DEATH AND MEMORY IN 
Russia. By Catherine Merridale. Granta; 516 
pages; £25 


OU don't have to be morbid—or a Rus- 

sian scholar—to respond to this extraor- 
dinary and important book. The author's 
interest is not so much death itself as the 
mental world of the Russian people. By 
combining oral history with archival re- 
search, Ms Merridale, a young British histo- 
rian, has produced a highly original study 
of how Russians lived through and, in 
many respects, came to terms with the 
20th-century experience of mass mortality. 
In convincing human detail, she shows 
how Russians were able to draw on rituals 
and beliefs—both old and new—to rescue 
from their fearful history a protective sense 
of themselves. 

At the core of “Night of Stone” lies an 
argument about the role of what Boris Pas- 
ternak, a great 20th-century Russian poet, 
called “the glittering lie", the official version 
of reality laid before its citizens by the So- 
viet state. During the cold war, Westerners 
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tended to favour a fairly simple view of the 
Russians as held in bondage by lies en- 
forced by the fear of state violence. A noble 
tradition of dissidents seemed proof of this. 
But dissidents are, by definition, excep- 
tional individuals. Ms Merridale’s research 
brings out something rather different about 
popular attitudes, which this reviewer, 
who has worked in Russia, has also found. 
People assimilated official lies into their 
own stories, They did so because their own 
experiences had often been too harrowing. 
They welcomed the comfort—and the in- 
spiration—offered them by the sanitised of- 
ficial version of the Soviet past. 

With surprising frequency, Ms Merri- 
dale was struck by the “almost jolly” ac- 
counts she heard of the second world war, 
a war which wiped out a generation of 
Russian young men and destroyed almost 
70,000 towns and villages. Survivors were 
naturally eager to forget the grimness, and 
she suggests that they were helped in this 
by kitsch war poetry and by heroic military 
films. Much later, soldiers returning from 
Afghanistan in the 1980s encountered 
something similar: civilians back home 
simply did not want to know. 

Nor was it only soldiers who faced this 
pervasive desire to forget. Prison-camp sur- 
vivors released by Khruschchev in the 1950s 
found that they posed a threat to the fragile 
world that other Russians had pieced to- 
gether for themselves. Ms Merridale re- 
counts the terrible, and seemingly typical, 
story of an 18-year-old girl who received a 
letter from her father, who she thought had 
died in the war. Newly released from camp, 
he wrote to say that he had survived only 
through his love for her. She wrote back to 
say she did not want to know him. She 
never heard from him again. 

Ms Merridale offers a much subtler 
view of the effect that vio- 
lence has had in Russia 
than the one commonly 
held in the West. Whatever 
the people she talked to 
thought about themselves, 
they were invariably con- 
temptuous when outsiders 
treated them as victims, 
permanently damaged by 
decades of state violence. 

"Night of Stone" is an 
admirable attempt to 
bridge the gulf in percep- 
tion which still divides 
Russia and the West. Ms 
Merridale is never con- 
descending towards those 
she meets, and she listens 
not just to their words. She 
knows that in Russia, if you 
really want to understand, 
you have to listen also to 
the silences. 

п 
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] 
A former Beijing bureau chief of 
the New York Times, Patrick 
Tyler, has won the Lionel Gelber 
prize, a $32,000 non-fiction 
award, for his trenchant and 
eminently readable history of 
modern Sino-American rela- 
tions, “А Great Wall: Six Presi- 
dents and China, An Investiga- 
tive History" (PublicAffairs, $16 
and £9.95). 








Britishness 


Nation-gazing 


BRITISH GREATS. Edited by John Mitchinsoi 
and Annabel Merullo. Cassell; 264 pages; £2 


OING on about Britain was never ver 

British. Foreiners agonised about na 
tional identity. The British just got on wit! 
life, assuming that, in the words of Cec 
Rhodes, being British was “to have wo: 
first prize in the lottery of life". 

Al contrario. Among the British, na 
tional introspection is in. Books such a 
“The English" and “Notes from a Small Is 
land" squat for weeks on British bestselle 
lists. Many state-of-the-nation disqui 
sitions sound despairing—titles like “Th 
Abolition of Britain" are typical, reflectin 
anxieties caused by relative economic de 
cline, the rise of the European Union, devo 
lution and persistent defeats at football. / 
recent report on Britishness by a well 
known think-tank even suggested that th: 
very concept is tainted with racism. 

The latest entrant to the lists, howeve 
is deliberately celebratory in nature. “Brit 
ish Greats" is on one level just a slick mar 
keting idea: a beautifully-produced coffee 
table book with large colour plates anc 
short essays by well-known writers de 
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signed "to celebrate events, inventions, con- 
cepts, pastimes, achievements...that an out- 
sider might deem unmistakably British." 
What could be better to give to Auntie 
Maude for Christmas? 

For all that, the book succeeds and ends 
up as something rather more than a clever 
publishing wheeze. The simple reason is that 
national identity really is made up of the 
shared experiences, likes and dislikes, and 
attitudes that bind together people who live 
in a particular place at a particular time. 
Books, historical events and the myths that 
grow uparound them, places, memories and 
ways of doing things form a common frame 
ofcultural reference that defines a nation. 

The list assembled in "British Greats" 
stretches from the extremely broad (the Eng- 
lish language and the British empire) to the 
very particular (the London taxi and Welsh 
male-voice choirs). They range from the very 
obvious—short essays on Shakespeare and 
the BBc—to quirky but perceptive contribu- 
tions on the reading of the Saturday after- 
noon football results on the radio and the 
night train to Scotland. 

Part of the pleasure of the book is that in 
itself it represents a common British pas- 
time—the making of lists. Many readers will 
inevitably check the book's list against their 
own favourites. Why, for example, is there 
an essay on Wodehouse, but not on Waugh; 
on the Battle of Trafalgar, but not on the Bat- 
tle of Waterloo; on fish and chips, but not on 
curry and lager? No matter. Taken together, 
the collection of essays is both satisfyingly 
eclectic and surprisingly comprehensive. 

The entries, as you might expect, vary in 
quality. Howard Jacobson's on British hu- 
mour could have been written in ten min- 
utes and Simon Heffer's on Oxbridge is a dull 
rant. But the best are informative and ele- 
£ant, and manage to say something both 
about their chosen subject and about thena- 
ture of Britishness. Fergus Fleming, for exam- 
ple, suggests why the British imagination 
was so seized by Captain Scott's doomed ex- 
pedition to the Antarctic in 1912, and particu- 
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| The watery planet 


IKE many great stories of scientific 
accomplishment, the discovery of 

Neptune combines high intellectual 
achievement with bitter human contro- 
versy. When William Herschel discovered 
Uranus in 1781, it doubled the size of the 
known solar system. Astronomers 
redrew their maps and calcu- 
lated the future orbit of the 
new planet. But Uranus 
was not easy to predict. 
The discrepancies could 
at first be put down to er- 
rors in observation, but it 
gradually became clear 
that the planet was drifting 
away from its expected path. 
Planetary orbits were calculated 
according to Newton's theory of 
gravitation. This had proved spectacu- 
larly accurate for the other planets, so the 
wanderings of Uranus presented an un- 
comfortable problem. 

One possible explanation was an un- 
discovered planet: when it passed close 
by, the gravitational attraction would pull 
Uranus away from its predicted orbit. But 
tofind such a planet, astronomers needed 
either to be very lucky or to know where to 
look. An English mathematician, John 
Couch Adams, and a French astronomer, 
Urbain Jean-Joseph Le Verrier, set out in- 
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THE NEPTUNE FILE: PLANET DETECTIVES AND THE DISCOVERY OF WORLDS UNSEEN. 
By Tom Standage. Walker; 256 pages; $24. Allen Lane, The Penguin Press; £12.99 
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dependently to find this planet, using а 
novel technique. Rather than searching 
with a telescope, they attempted to deter- 
mine the unknown planets position 
through a mathematical analysis of its ef- 
fects on the orbit of Uranus. It was an 
intimidating task (each of them 
covered thousands of pages 
with calculations), but they 
eventually came up with 
almost identical answers. 
Neptune was discovered 
in 1846 with the help of Le 
Verriers predictions. But 
triumph was followed by 
acrimonious debate over 
what to name the planet and 
how todivide the credit. Eventu- 
ally the affair ended in surprising har- 
mony: Adams and Le Verrier became 
friends, while variations of the method 
they pioneered have recently helped to 
show the existence of planets around 
other stars. Tom Standage, a science jour- 
nalist at The Economist, tells this fascinat- 
ing story in an entertaining book that 
deals adeptly with both the astronomical 
theory and the human passions. 
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larly by the death of his colleague Captain 
Oates, who sacrificed his own life by walk- 
ing out into a blizzard with the famous 
words, “1 am just going outside and may be 
some time." Mr Fleming writes that Scott's 
expedition "came to epitomise a host of na- 
tional traditions: monumental understate- 
ment—nowhere better dis- 
played than in Oates's last 
words; the struggle against 
overwhelming odds; the 
adulation (however per- 
verse) of amateurism." 
Another nicely judged 
essay by Shyama Perera on 
the national sport of queu- 
ing argues (tongue-in- 
cheek?) that the urge to 
queue epitomises the “Brit- 
ish sense of honour”. At a 
time when the very concept 
of Britishness has been 
linked to prejudice, it is nice 
that this point is made by a 
naturalised Briton of Sri Lan- 
kan descent. 
== ч 


Wall Street 
Capitalism, 
the soap 


THE FORTUNE TELLERS. By Howard Kurtz. 
Free Press; 326 pages; $26 


F YOU thought that company reporting 
could never be showbiz, you were not 
reckoning with America's love of shares 
and appetite for hype. The CNBC business 
channel is now an addiction for many in- 
vestors and its presenters are celebrities, 
even style symbols. Joe Kernen, stocks edi- 
tor, was voted one of America's best- 
dressed men. Maria “Money Honey” Barti- 
rcmo, seen daily relaying news from the 
floor of the New York Stock Exchange, re- 
ceived numerous marriage proposals from 
wealthy viewers before deciding to tie the 
knot with Jonathan Steinberg, a billionaire. 
The rise of CNBC, and what this reveals 
about America’s investors and the industry 
catering to them, is the main focus of How- 
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` ard Kurtz's fly-on-Wall Street book, which is 
essential reading for anyone who gets their 
Share tips off the telly--or who worries 
* about the consequences of the rise of the 
individual investor. (The spectacular rise 
and fall of TheStreet, an online business re- 
port, provides an entertaining sub-plot.) 

Several times, it turns out, the bosses of 
CNBC tried to tone down or kill off its jokey, 
sports-show ambience. But its brashness 
was surely one reason it bested its earnest ri- 
val, cwNfn. Thanks particularly to ads from 
dot.com firms with capital to burn, cnc has 
become a cash machine for its owner, Gen- 
eral Electric. cnnfn by contrast has given 
Time-Warner nothing but trouble. 

Equally surprising, at least to anyone 
who watched the cheerleading Dow 10,000 
and Dow 11,000 specials, cNBC's presenters 
emerge here as bundles of angst; constantly 
worrying that they are colluding with Wall 
Street's salesmen to inflate a stockmarket 
bubble. To compensate, from time to time 
they challenge over-bullish Internet an- 
alysts, and they joke about technical fore- 
casters who predict a Dow at 13,000 one day 
and at 8,000 the next. More seriously, they do 
now ask guests to say if they hold shares in 
companies they are tipping, or have shorted 
those (occasionally) they talk down. 

Mr Kurtz fears that as Wall Street analysts 
have become a modern, fantastically remu- 
nerated version of double-glazing salesmen, 
the media have helped them to rip off the 
American public, including many people 
who have only recently started to invest in 
the stockmarket and may not understand 
the risks involved. The Securities and Ex- 
change Commission, the stockmarket regu- 
lator, echoes his concerns. 


| 
| 
| 







The trouble is that the best investment 


-advice—diversify, use index funds, you can't 


beat the market, buy and hold for the long 
term—does not change much from decade 
todecade, let alone hour to hour, and sodoes 
not make for great round-the-clock ту. 
Nor—and this may soon solve the entire pro- 
blem—does a bear market. 


Writers’ lives (1) 


Weeping woman 


Mary SHELLEY. By Miranda Seymour. John 
Murray; 655 pages; £25. Grove Atlantic 
(spring 2001) 


HE author of "Frankenstein" was 

marked out from the beginning. As a 
child, Mary Shelley was intensely interest- 
ing to intellectuals for being 
the creation of an anarchist 
political philosopher, Wil- 
liam Godwin, and a femi- 
nist, Mary Wollstonecraft, 
who died—like Dr Franken- 
stein?— in giving life. Exiled, 
so it seemed, from her fa- 
ther's love by a hated step- 
mother, she ran off at 16 
with the atheistical poet 
Shelley, already married to 
Harriet Westbrook, and so 
started the demons of scan- 
dal and guilt (Harriet subse- 
quently committed suicide) 
which haunted her all her 
life. By the time she was 21, 











z three ‘of Mary's four children by Shelley 


were dead, “atonement”, she wrote later, 
"claimed by fate for her [Harriet's] death". 

This story is all the more desperate for 
being driven by high rational principles. 
"Frankenstein" itself, though endlessly in- 
terpretable and strange, is a plea for justice 
and reason. But real life is a mess, as Mi- 
randa Seymour (a reviewer in these pages) 
shows in this warm, lively and minutely 
detailed account. Shelley escaped it young, 
the funeral flames (quicklime, in which his 
drowned body had lain, burns with pecu- 
liar incandescence, we learn) presaging his 
metamorphosis into the bright-haired Ariel 
of the Victorians. Mary, whose careful edit- 
ing created this image, battled on for nearly 
three more decades. 

Mary's reserved manner, derived per- 
haps from Godwin's philosophic stoicism, 
encouraged a general belief in her coldness. 
But there. were hidden fires and, without 
; hiding her shortcomings, 
Ms Seymour is vigorous in 
her defence—occasionally 
even partisan. True, Shelley 
was a deeply unrecon- 
structed husband, but the 
point can be overplayed. 
For example, is his poem 
*We are not happy, sweet!" 
. really as cruel as Ms Sey- 
“amour says? She is similarly 
cool about Mary’s rival, her 
dramatic and original step- 
sister, Claire Clairmont. But 
Mary herself —Wollstone- 
crafts banished creature, 
Shelley's pale moon muse— 
emerges as a vivid and con- 





Burning bright 


Press; $24 (January 2001) 


RANKIE GAUCI, a Maltese immigrant 

to Wales, is a compulsive gambler. “Му 
father won't do Bingo or fruit machines or 
snow on Christmas Day, but horses and 
poker and pontoon and dogs", his youn- 
gest daughter Dolores tells us in Trezza Az- 
zopardi's magnificent first novel. "The 
Hiding Place", which was a surprise en- 
trant on the shortlist for the Booker prize 
(announced on November. 7th). Where 
things get dirty is when Frankie bets on his 
kids. On the day Dolores is bom, Frankie 
gambles she will be a boy and loses his 
business and the home the family is 
squeezed into above it. 

That quick roll is just the start of à run 
of ill fortune for the Gaucis. Frankie takes 
off back to Malta. as soon: as. he gets the 
chance, but not before he has. bartered 


—————— 


THE HIDING PLACE. By Trezza Azzopardi. Picador; 282 pages; £14.99. Atlantic Monthly 


away one daughter in marriage to a lemon- 
ade merchant who promises him dis- 
counted soft drinks and watched another 
become a pyromaniac who ends up in 
care. Not surprisingly, Frankie's wife crum- 
ples under the strain, and the six sisters— 
"slippery as a set of new cards", Dolores 
says—are left to fend for themselves. 

If itis the sisters’ lives that unfold in the 
first part of the book, in the second it is 
their memories. When Dolores is a month 
old, her left hand is badly burnt in a house 
fire. For the rest of her life, she nurses her 
stump as "a closed white tulip". Violence 
hangs around the edges of the family, as 
does adultery. The children recognise the 
smellof both, even if they cannot quite see 
itfor whatitis when they are young. By the 
time their mother dies and the sisterscome 


together again, they are spectral, haunted... 
figures, their souls gnawed at by pain, ne- 
glect and loss. 

Ms Azzopardi, also one of six daugh- | 
ters of a Welsh mother and Maltese immi- | 
grant father, took the creative writing 
course at the University of East Anglia, | 
which has produced some of the best Brit- | 
ish novelists of the past two decades. She | 
has an instinctive feel for thelowlifeofthe | 
Cardiff docks in the 1950s, the night girls, 
the music, the men in greasy Fedoras, the 
warm smell of chips—“salt...a scent Га 
forgotten. knew: the smell of the foreshore, 
like a lover's licked skin." | 

Some of her sentences can seem over- | 
written. But when you read "at one month 
old, a baby's hand is the tiniest, most per- 
fect thing. It makes a fist, it spreads wide, 
and when it burns, that soft skin is petrol, 
those bones are tinder, so small, so easily 
eaten in a flame", you know you are read- 
ing something that cannot be taught. Of 
such writing.are Booker prize winners 
made (but not necessarily chosen). 
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vincing whole:complex and unpredictable. 

After the ee Shelley years, Mary 
ecame increasingly conservative. And yet, 
could still be surprisingly reckless on be- 
half of social outcasts: take, for example, the 
amazing episode where she helps a female 
friend to “marry” a transvestite woman. She 
puzzled herself. She always felt the pressure 
of her idealistic inheritance, but she wrote, “I 
can by no means go so far as my friends [po- 
litical radicals, women’s rights campaigners] 
would have me.” Instead she devoted herself 
to passionate, sometimes ill-judged friend- 
Shipsand to dogged survival: tirelessly writ- 
ing to eke out her meagre Shelley allowance, 
and to educate her remaining son Percy not 
to take risks, but (so the story goes) “to think 
like other people". 
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Writers’ lives (2) 


No fairy tale 





Ж ANDERSEN: THE LIFE OF A 
STORYTELLER. By Jackie Wullschlager. Allen 
Lane, The Penguin Press; 512 pages; £20 






N ENGLISH edition of Hans Christian 
ndersen’s works, dating back to 1889, 
includes his "Story of my Life" among the 
fairy tales that rocketed him to fame. An- 
dersen worked almost as hard at crafting 
an image of himself as at polishing his sto- 
ries. His three autobiographies all tell the 
wondrous tale of genius spreading its wings 
over a humble Danish shoemaker’s son. 
The reality of his rise from the hovels of 
Odense, where he was born in 1805, to fame 
and social recognition is somewhat more 
complex. 

Drawing extensively on diaries 
and letters, many unavailable in Eng- 
lish, Jackie Wullschlager strips away 
theinsipid sweetness with which An- 
dersen coated his life to reveal a vul- 
nerable gingerbread man with a bitter 
almond where his heart should be, as 
inthe story "Under the Willow". 
Memories of childhood poverty run 
through Andersen's tales, with their 
humble glovers, fishermen and wash- 
erwomen. So does the ambivalent fig- 
ше of his mother: after the Ice 
Maiden—as she told her son—carried 
her husband off, she became a wash- 
erwoman, drinking gin to ward off 
the cold, like the mother in “She Was 
No Good”. She indulged his love of 
solitude and allowed him to leave 
school when his girlish appearance 
made him the butt of other children’s 
jeering. Largely self-taught, he made 
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cut-out theatres, soaked in stories frorn the 
inmates of a lunatic asylum where his 
grandmother worked, read Shakespeare in 
a “bad translation” and dreamed of a 
career as an actor. 

The contrast between Andersen’s arro- 
gance and his lack of social graces was so 
preposterous as to make him endearing to 
the wealthier families of Odense, to whom 
he read his plays and sang. Encouraged by 
their amused support, he escaped what he 
called the “swamp plant” of his roots at the 
age of 14 and left for Copenhagen where he 
soon made friends among the leading 
members of Danish society. After trying, 
and failing, to persuade him to return to his 
hometown and take up an apprenticeship, 
his new-found friends financed a gram- 
mar-school education for him and jour- 
neys to Germany and Italy. Andersen, who 
paid a tribute to his mentors in "The Por- 
ter's Son", was lucky to meet people who 
believed in the Romantic idea that genius 
might be born in a hovel but also consid- 
ered that it needed nurturing. 

In the writings of the German Roman- 
tics he found much to nurture the spirit, es- 
pecially in the tales of Hoffmann, in Hein- 
rich Heine's poetry and in Ludwig Tieck's 
brooding atmospheres. The interest in old 
folk tales, pioneered by the Grimm 
brothers, had opened up a new literary 
genre, the writing of fairy tales, in which 
the old divisions between popular and elite 
cultures, between childhood and the world 
of adults, reality and the supernatural, 
tumbled down. Andersen had already writ- 
ten plays, poetry and novellas. Here he 
found a genre that suited him even better. 

His first volume of tales, which ap- 
peared in 1835, was an instant success. The 
shoemaker's son never completely shed the 
gaucherie that marked his earlier years. 
Emotionally, too, he remained an outcast, 
attracted by beautiful young women but 





Oh, tell me another 










` BOOKS AND ARTS 


equally attracted by their brothers. | 
His work abounds with tales of ünre- 7 
quited love. Those with “happy endings". 
fade out on a brotherly-sisterly holding of. 
hands or on ethereal: visions--which: may 
be why the Victorians thought it safe toal- 
low his tales into the nursery. And 
soon settled into the bourgeoi 
a hypochoridriac bachelor, 
enlivened by an affa 
dancer. Celebrated 
1875, after. receivi 
Europe. The ugly duckling: 
acclaimed literaty swan. | 











































Writers’ lives (3) 


Samuel’s friend | 


BoswkLL's PRESuMPTUOUS TASK. Ву m 
Sisman. Hamish Hamilton; 400 pages; £17.99 


'AMUEL JOHNSON and James Boswell, 
like Siamese twins, have little chance to- 
day of existing one without the other. 
Paired, as they have been, since the pub 
cation in 1791 of Boswell's “Life of Johnson", 
itis difficult to disengage, in particular, Bos 
well from Johnson. For years, Boswell wi 
considered a fool, a nincompoop, a faw 
ing sycophant who, by chance, had’ p 
duced a masterpiece. Macaulay's scathir 
view of him, endorsed by Carlyle’s som 
what more rounded criticism, held sway 
until a cache of Boswell’s papers was dis 
covered. These extensive scribblings, to- 
gether with the fact that Dr Johnson's own. 
works began to languish on the shelves 
while Boswell’s book continued to be read 
and indeed became essential to any serious 
study of biography, caused a reappraisal о 
the celebrated doctor's "faithful amanuen- 
sis" as a writer. 
Boswell’s “presumptuous task"; here 
examined by Adam Sisman, was to write 
the life of his friend and mentor. Boswell, a 
laird from Scotland, an advocate with po- 
litical aspirations, 30 years younger than 
Johnson, tackled the eminent literary figure 
of the day, the editor of Shakespeare, com- 
pier of a dictionary, the critic and essayist _ 
of magisterial intellect. His presumption lay 
not merely in attempting to do it, but in do- 
ing so by recording Johnson's intimate con~: 
versations, informalities, eating habits and: 
occasional rudeness. 
Mr Sisman has plundered the vast ma- 
terial that exists to show in detail the gene- 
sis of the great book, the difficulties en- 


| Correction ЕЕ. 
"La Divine Comtesse: Photographs of the 
Countess de Castiglione" is at the Metropoli- 
хап Museum of Art in New York (until Decem- 
ber 31st) and not the Museum of Modern Art, 
| as stated in The Economist on October 14th. 
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countered and the methods 
employed by Boswell, all of 
which strengthen the view 
that this was no accidental 
masterpiece. He concludes 
with an amusing chapter on 
the search by other scholars 
for Boswell’s papers. The tale 
involves a millionaire in Cla- 
ridges, recalcitrant descen- 
dants of Boswell and old boxes 
in a dusty granary in Ireland. 

It has become clear that Boswell 
was no mere infatuated scribe. Rather, he 
had a distinct conception of his book, to 
which end he tinkered with and adapted his 
material, at the same time taking pains to 













had bee: 
filling of this task he was his 
own worst enemy. He was а 
slave to social life, he was 
idle, he drank too much, he 
courted, vainly, power and 
influence. He was unable to 
comprehend that by relaying 
his friends’ conversations he 
P caused offence. Proud of being 
the Laird of Auchinleck, an estate 
near Glasgow, he was utterly bored 
when he went there. Devoted, it would 
seem, to his wife, he neglected her. But he 
was, until he became too drunk at the end of 
his life, agreeable company, and his main 














“idea, which he hung on to through all his di: 


sipation and procrastination—that the illu: 
trious Dr Johnson’s spoken words should ; 
all costs be recorded—is his achievement. 

Mr Sisman’s book is illuminating both ‹ 
Boswell’s character and of all aspects of h 
authorship. A degree of familiarity with th 
subject is assumed. Though the account 
even and scrupulous, it would benefit from 
little leavening with Dr Johnson’s wit. Or 
wonders whether the doctor himself migt 
not have considered it, as he did Milton 
"Paradise Lost", “one of the books which th 
reader admires and lays down, and forgets t 
take up again. None ever wished it longe 
than itis.” 











| What the world is reading 


НЕ current Asian bestseller lists (which 
| contain a mixture of fiction and non- 
fiction titles) are above all notable for their 
diversity. There are surprisingly few busi- 
ness books—though it's intriguing to find 
Adam Smith's 1776 classic "The Wealth of 
Nations" in top position in Hong Kong. The 
Taiwan list includes studies of foreign war 
zones and modern art; in China, books on 
national history are popular; Hong Kong 
readers are learning more about 20th-cen- 








tury politics and psychology; while in Ja- 
pan thrillers and erotica sit side by side 
with a collection of philosophical essays 
and a Shogun epic. 

There is a cosmopolitan smattering of 
global blockbusters, among them the Bra- 
zilian novelist Paulo Coelho’s elegant fable 
of self-discovery, “The Alchemist’, and 
“Waiting”, by an acclaimed Chinese- 
American writer, Ha Jin. Haruki Mura- 
kami's fame is rapidly spreading beyond 


hisnative Japanon the strength of achingly 
hip novels such as “Нага Boiled Wonder- 
land and the End of the World" and “Nor- 
wegian Wood", which appears at number 
five in the Taiwan list below. And then 
there is J.K. Rowling's unstoppable "Harry 
Potter and the Sorcerer's Stone". The Harry 
Potter books have been doing good busi- 
ness throughout Asia, including mainland 
China, where official approval was re- 
cently given to publish the first three titles 
in the series, despite Beijing’s stern disap- 
proval of works betraying any hint of "feu- 
dal superstition”. 
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Executive Education 


Darden Graduate School of Business 
Administration, University of Virginia 


May 2000 Financial Times 
Survey Ranks Darden 
Faculty Best in the World— 
For a limited time, join Darden professors 
Paul Farris and Phil Pfeifer online at 
www.dardenexeced.com for an 
e-commerce briefing. Gain extraordinary 
insights into the challenging world of 
e-commerce and the threats and 


opportunities it presents. Find out why 
corporate executives placed Darden 


faculty at the top of their lists. 


Reputation 

Executive Education at The Darden 
School started in 1955 and has 
been central to its mission ever 
since. Business Week's survey of 
corporate management develop- 
ment executives specifically cited 
Darden's capabilities in leadership, 
marketing, and custom programs. 


Faculty Excellence 


Internationally renowned as master 
teachers, active researchers, and 
experienced practitioners, the same 
world-class faculty that teach in 

the MBA program teach Darden 
Executive Education. In the May 
2000 Financial Times survey of 
graduate business schools providing 
executive education curriculum, 
Darden's faculty was ranked #1. 





$^ 


Phil Pfeifer 


Global Perspective 


Our participants, faculty, and 
approach to learning draw 
on knowledge and experience 
acquired around the globe. 


Innovation 


Darden's executive education 
programs address today's most 
pressing business challenges. 
New programs include 
Electronic Commerce: Creating 
a Successful Business Model for 
the Web and Managing Innova- 
tion and Entrepreneurship for 
Corporate Growth. 








Open-Enrollment 


Programs 


Darden's open-enrollment programs 
in general management, leadership 
and change, marketing and 

sales, strategy and organizational 
effectiveness, and financial 
excellence are carefully designed to 
advance participants' careers. Our 
senior management program, 

The Executive Program (TEP), helps 
participants create strategies to 
meet the toughest issues they face. 


Custom Programs 


Ranked the top university provider 
of custom programs by Business 
Week—especially the development 
of an innovative e-business program 
for PricewaterhouseCoopers— 
Darden develops integrated educa- 
tional experiences which produce 
measurable results and help organi- 
zations meet their strategic goals. 





For more information: 


Visit us at http://www.darden.virginia.edu/execed/ e Phone: (804) 924-3000 e Email: Darden_Exed@Virginia.edu 
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Graduate School of Business Administration 
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| OBITUARY | 
Gus Hall 


OUR times Gus Hall ran forthe 

presidency of the United 
States. In his best try, in 1976, he 
received 58,992 votes, against the 
4om or socast for Jimmy Carter. It 
surprised some that Mr Hall, the 
candidate of the Communist 
Party of the United States, had re- 
ceived so many. But ina thin year 
electorally, when the main choice 
was between Mr Carter and Ger- 
ald Ford, you could happily snub 
the establishment by voting for 
the man described by Edgar Hoo- 
ver as “a powerful, dangerous foe 
of America”. Many wore his 
badge, “Gus Hall for President. 
Peace, jobs, freedom. Vote Com- 
munist", now a collector's item. 

Mr Hall never hit such heights 
again, and he gave up presidential 
ambitions after being slaughtered 
by Ronald Reagan in the contest 
of 1984. In the coming presidential 
election, on November 7th, there 
are six candidates on which 
Americans can waste their votes, 
rather than support Mr Gore or 
Mr Bush. But none is a Commu- 
nist. Gus Hall was part of a curi- 
ous bit of Americana that has 
long gone out of fashion, even for 
determined outsiders. 

As such, there has been much 
nostalgia occasioned by Mr Hall’s 
death. He was, in his habits, what 
many Americans would have 
liked their real president to be. He 
was actually born in a log cabin, 
and lived simply all his life. He 
never cheated on his wife in 65 years of marriage. In the second 
world war he joined the navy as a volunteer. His hobbies were the 
undeniably American ones of fishing and golf. His beliefs might 
take some swallowing, but at least you could say he stuck to them. 

Indeed he did. To use a word usually applied to religious zeal- 
ots, he was a fundamentalist. He deplored the decline of Stalinism 
in the Soviet Union and its eventual eclipse under Mikhail Gorb- 
achev, a “wrecker” along with Boris Yeltsin. He praised Vietnam 
and Cuba for continuing to follow Marx, but was critical of China 
for bowing to the West. North Korea, he suggested, was a good 
place for a holiday, very hospitable. Kim Il Sung, its former leader, 
had sent him a box of tea. Mr Hall was not without a sense of fun. 
Any place that had been so totally condemned by the West must, 
he felt, have something to recommend it. 


Russia beckons 


Critics of Gus Hall would say, rather obviously, that as he loved 
Communism so much, he should push off to Russia. He replied 
that he was a true American, one of the ten children of Finnish im- 
migrants who had settled in northern Minnesota. He worked as a 
lumberjack and later in a steel mill, and experienced the great 
economic depression of the 1930s. He wanted to make the United 





Gus Hall, an American Communist, died 
on October 13th, aged 90 


States a better place, he said. So- 
cialism was inevitable. But de- 
fending the iniquities of the Rus- 
sians was a constant trial. In 1968 
Russia invaded Czechoslovakia, 
endinga trend towards liberalisa- 
tion. What did Mr Hall say about 
that? He said that the Soviets had 
the right to intervene; but, aware 
that some members of his party 
were upset by the Russian action 
and were threatening to quit, he 
added that he supported the 
Czech reformers too. Double- 
think was never easy. 

He did go to Russia, quite of- 
ten. When he was 17 he had won a 
place to the Lenin Institute, in 
Moscow, the Yale of the Commu- 
nist Party. From 1959, when Mr 
Hall became leader of the Ameri- 
can party, he made yearly visits to 
Moscow and was received with 
ceremony by Russian leaders 
from Nikita Khrushchev on- 
wards. He was acclaimed as the 
fighter who had been imprisoned 
for eight years after being con- 
victed for advocating the “violent 
overthrow” of the United States 
government. He was for a time 
next to a cell occupied by a gang- 
ster called “Machine Gun" Kelly, 
confirmation that the heroes of 
the proletariat were being treated 
likecommon criminals. 

In 1981 he addressed the Rus- 
sian party congress, a rare honour 
for a foreigner. He told them that 
it was only a matter of time before 
America, too, became Communist, although he took care to pred- 
ict it well ahead, probably in the middle of the 21st century. Many 
Russians believed him, perhaps even Leonid Brezhnev, the then 
Soviet leader. 

There was much ignorance in Stalinist Russia about life in 
America. The Soviet Union's spies kept it marvellously well in- 
formed about America's deepest military secrets. But Soviet di- 
plomats were shy to report on America's bounding prosperity, its 
expanding middle-class largely disinterested in politics. It was 
thought better to tell their masters what they wanted to hear: that 
the capitalist system was falling apart. Mr Hall may not have told 
lies to his hosts, but he was selective in his accounts. Tales of rac- 
ism, of resentment against the ridiculously rich, of civil rights 
marches, fell on willing ears. 

The party maintained impressive offices in Manhattan, close 
enough to Wall Street to witness the coming disintegration of the 
enemy. For years Gus Hall would never confirm or deny that the 
party was getting what his enemies enjoyed calling Moscow gold. 
After the Soviet Union collapsed it was disclosed that the Ameri- 
can party had been receiving about $1m a year in the 1950s, rising to 
$1.5m a year in 1990. “To each according to his needs,” said Gus 
Hall. He could always count on Marx. 
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— . intensive, interactive, 
international and innovative 


www,.cranfield.ac.uklsom .. 

Cranfield School of Management has been established as a top-ranking international 
" business school for over 30 years. Our reputation is built on our ability to innovate — 
to.create new knowledge and frameworks for management ~ and to transfer that 


learning into practice. 


EXECUTIVE DEVELOPMENT 
| With a portfolio of over 100 programmes, we are ranked by the Financial Times 
,as the UK's top provider of executive education and as one of the world's top ten 


^ international providers. Last year more than 7,000 managers from all over the 









world attended our Executive Short Courses and Conferences and our tailored 


| In-company Programmes. 


Ranked one of the top three programmes in Europe“ our one-year full-time МВА 


. programme is the first choice for many top recruiters. We also offer a part-time 


Executive MBA and a modular Executive MBA programme for managers who 

wish to remain in employment while studying. The content, objectives and teaching 
standards of our Executive MBAs are the same as the full-time programme ~ 

only the process differs. 

Tel: 444 (0)1234 751122 Fax: +44 (0)1234 751806 

Email Executive Education: l.ball&cranfield.ac.uk 

Email MBA: m.williams@eranfield.ac.uk x 


*МВА Career Guide 1999 





School of Management | 
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Todas complex and rapidly evolving world economy demands.new management 
capabilities. With a Global Executive MBA from E SE Business School you.can gain 
those КШМ е continuing your.career..Desiglled and developed for today's leading 
managers, ЖШ work in Europémthe US and Asia. You will learmnfrom-an 
experienced faculty and from prefessionals*from around the world You will discover 
new approaches to problem solving, leading Edge business concepts and néw ways 
Of working With people? You will benefit from innovative Thiteractive technology for 
distance learning. And becaüse the program is, designed around your job, you'll 
Continue to add value to your company while applying what you learn, as you-earn it. 


You ti gain. And so will your company. It's an easy decision. 


The program 


15 month part-time modular program beginning in June 2001. 
Five 12-day residential Sessions in Barcelona and two in the 
Silicon Valley and Shanghai. 


MU UIT LS 


"ELEM 5 
‘> (+34).93 2534348, Р 
` ES 


Business School 


wv w iese SU ** 


IESE - University of Navarra 
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COURSES 


It's a big world. 


Somebody has to run it. 


NNOUNCING THE NEW TRIUM EMBA an alliance of 


New York UNIVERSITY STERN SCHOOL OF BUSINESS 
LONDON SCHOOL OF ECONOMICS AND POLITICAL SCIENCI 


HEC Paris, GRADUATE BUSINESS SCHOO! 














TRIUM is the only truly integrated, truly global Executive 
MBA. Participants earn a joint degree in 16 months by 
attending concentrated two-week study modules at the 
three flagship schools, plus one week each in São Paulo 
and Hong Kong. Distance learning and team projects 
occur between class sessions. It’s visionary, focused and 


unique. Kind of like you. 


TRI U M For more information, 


call +33 1 39 67 70 94 in Europe or 





+1 212 998 0442 in the United States. 
Visit www.triumemba.org or 


e-mail info@triumemba.org. 
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The Ashridge Executive 
MBA is life changing. You 








transform your career by 
enhancing and sharing your 
managerial experiences. You test 

and apply your learning by 

undertaking a live consultancy project, 
which evolves throughout your MBA. 
And as our class sizes are kept small, 
you get individual and 
tailored support. 


Make that change.... 


„ 
Wee 


For more information contact 

Doris Boyle 

Telephone: «44 (0)1442 841143 

Facsimile: +44 (0)1442 841144 

Email: doris.boyle@ashridge.org.uk 

Internet: www.ashridge.org.uk 

Ashridge, Berkhamsted, Hertfordshire HP4 1NS. UK 
Registered as Ashridge (Bonar Law Memorial) Trust 


Charity number 311096, The Ashridge MBA is validated by City University. 
Ashridge has EQUIS Accreditation. 


ASHRIDGE 
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D TORCUATO DI TELLA 


SCHOOL OF GOVERNMENT. 


MASTER IN PuBLIC POLICY 





Fields in: 
+ International Economics and Economic Development. 
» Economies of the Public Sector, Regulation, and 
Privatization. е 
e Law and Public Policy. 
» Administration in the Public and Private Sector. 


















LEARN GLOBALLY. STUDY LOCALLY. 
THE GLOBAL MASTER DF ARTS PROGRAM СМАР) 


Are уон an experienced. interia: As a GMAP student, you cai continue 
tional affairs professional who wants. to perform. your professional duties 
to further your education — without while you pursue your education. 
taking а year off to. do so? Then You'll work closely with our highly 
othe "СМАР offered by The respected faculty and receive a top 
quality Fletcher education, Plus, 
you'll become part of our active and 
influential international community, 
| Classes start in late july 2001. 
with.31:weeks of Contact us today to leari more 
sed learning... about this challenging program. 


Courses on: Health administration; education, social policy. 
environmental economics, and political institutions in Latin 
America. 


The program can be completed in two academic years. An 
agreement with the IDB offers scholarships and:subsistence 
allowances for Latin American students. 









А INTERNATIONAL CURRICULUM INCLUDES: 
oo Crisis Management & Analysis « Finance 
| International Economic & Business Law 
: oo) Leadership 8 Management + Negotiations 
ni Technology Policy's Trade Economics & Political Economy 
TIU E Transnational Social Issues 


For futher information: | ; 
Contact: Pablo E. Guidotti, Director, School of Government. 
Telephone: +54 11 4784.0080 ext..138, Facsimile: +54 11 
4784.0089. E-mail: mpp@utdt.edu, or visit us at our website: 
http: //www.utdt.edu 









137-627-2429. WEB: www.fletchertufts.edu un j ; | 
` gemat fletcher-gmap@tufts.edu The top research university in Argentina 


Untie your management skills 


Dest bf 





The one-year full-time executive MBA programme offered by the Vierick Leuven Gent Management School 


sharpens up all your management skills. The know-how embedded in the academic traditions of Leuven and Ghent is combined 
with the practical input of the innovative Flemish business community. And all this takes place right in the centre of Europe, where 
doing business always acquires an international character. 


„ | Bo you want te find out more about Vlerick? Come and see us at one of 
the MBA fairs, browse through our website, or call, write or mail us. 
Vierick Leuven Gent Management School, 

Bellevue 6, 9050 Gent, Belgium 


T +32 9 2109711 © F +32 9 2109700 © E-mail: info@vierick.be 
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with the support of the Government of Italy : : 

and in collaboration with Lulss Management 5,р.А. (Italy) Real Option Valuation (ROV™) is emerging as the «ападае for 
selecting and managing strategic investments in the New Econom 
adopted in industries as diverse as energy, health care, hi-tech, life 
telecom for applications as diverse as M&A, e-business 
and R&D. 







































Frontiers in Infrastructure Finance 
January 15-25, 2001 * Goa, India 








E This two-day seminar prcvides a thorough introduction to the analy ical 
с Objective Audience 


techniques underlying ROV. and the organizational process by which 
74 Toprovide systematic coverage on how — * Government officials, private implemented, It includes presentations, examples, exercise and an extensi 

^. infrastructure projects are analyzed, executives, and financiers dealing case шу, Itis aimed at managers and analysts seeking to learn about the late 
procured, negotiated, and financed in directly with infrastructure finance approaches for improving the: quality and -credibility of their investm 

ithe current changing regulatory, and development, às Well as decisions. : 

financial, and technological landscape. academics and trainers. 

ii xt d *Hit the nail dl right on the head. Great material 

Topics 'eaching Method " 

* Concepts, techniques, and relevant * A combination of lectures, computer logically , pr esented. The best 1 ve. seen.” TUA 

“case studies in project selection, risk simulations, hands-on case studies, Risk Management Consultant, Global Oil & Gas тра 


mitigation through financial and group discussions. The course will 
derivatives, insurance, and contracts; be conducted in English. Dr. Adam Borison, founder and leader of the Real Option Valuation practice 
concession award; international ADA/PricewaterhouseCoapers; will lead the seminar. Di. Borison has te 
Hs financing opportunities; public policy Faculty/Resource Persons at Berkeley and Stanford; and has conducted dozens of ROV seminars ind 
(issues in infrastructure finance; and * Experts from leading business schools, projects over the past ten years. 
regulation, the Word Bank Group, international 
law firms, and consultants. 








Dr. Timothy Luehrman, leader of the Global Corporzte Маше Con f 
Technical Center at PriceweterhouseCoopers, will deliver the opening. addre 
Dr. Luehrman served on the faculty at Harvard and Thunderbird, 
written award-winning articles ón real options; 4 


s Structure 
+ Special two-day workshops during the Deadline for Application 
course will provide the opportunity * 1 December 2000. 
for more in-depth discussions of 
emerging issues in transport and Dates and Locations: 5 
power finance. For more information, please contact Nov. 30 - Dec. 1, San Francisco; Dec. 14 - 15, New York 
; PES Ms. Alexandra Ronca by email at 
aroncal@worldbank.org or For more information or to register, contact; 
тик WORLD BANK via fax at +1-202 334-8350. Applied Decision Analysis, LLP, 2710 Sand 
js Men iie b ; Menlo Park, CA 94025 ; 
Tel.: 650.854.7101 Email: ‘ken. ko@us: pweglobal.c com i. 









ТНЕ ЕМРС МВА bo 


Accredited by AMBA 


THE NOVARTIS CHAIR - 
IN HEALTHCARE MANAGEMENT 


at the Ecole Nationale des Ponts ët Chaussées 
founded in 1747 INSEAD is inviting applications and nominations for its NOVARTIS 


| Leessessosecesscoeseeonesneosshseceopseeenaos Chair in Healthcare Maragement. The school is seeking an 

| : ; outstanding academic with a:strong record of published research in 
The ЕМРС MBA is а 13-15 month full-time or 2 year part-time healthcare and close ties to a discipline (e.g. economics, operations 
MBA programme їп English at one of the most prestigious management, marketing. organisational behaviour, or strategy). The 
Grandes Ecoles in France. The ENPC MBA culture is international, chair holder will help develop the research and education activities 


| innovative and entrepreneurial, fostering a strong sense of ethics that will position INSEAD at the leading edge of management 
E DNE ese : : thinking worldwide in this increasingly important area, 
and contribution through business. 

















"s INSEAD is a leading international business school, with a campus : 
centrally located їп Europe near Paris; France and. with ап Asian 

Participants choose European, 75 students represent an average campus in Singapore. The school has a full-time faculty of 135 

"American or Pacific Basin options of 27 nationalities. ENPC is representing 25 nationalities, and attracts 700 MBAs: and over 000 


"combining study in Paris with located in the heart of Paris. executives from all over the world to its two campiises. The Asian 
"programmes and professional Campus in Singapore opened in September 1999 with the MB 


experience abroad. ТИГЕ КОН КИ КИН Spici Executive Education Programmes: Faculty can opt te reside on either 


: Each student builds his own cur- campus. The working language is English. | 
riculum based on their professio- INSEAD offers also a PAD programme with 52 students enrolled na 
drawn from a roster of outstan- 


: four year programme. 
"ding professionals and entrepre- Applications and nominations should include a curriculum vitae à 
-neurs from around the world. the names and full addresses of at least three referenzes.- Appl 


nominations, or requests for more information should be sent to: 
Professor Hubert Gatignon, Chairman of the Novartis Chair Searc 
Committee, INSEAD, Boulevard de Constance, 

77305 Fontainebleau Cedex, France: 


INSEAD is a non-profit association and does not Ciscriminate 
against race, religion, national origin or geuder. 

































nal objectives. 























БАРС School of International Management 
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Bachelor * Master * Ph. 
Business (GMBA Majors) - Engineering 


Liberal Arts - Computer 


Adults, cam MERI АМ degree i 


FO. Box 1138, Bryn Mawr, РА 19010-USA 
fax: 610,527.1008 * email: admissionsC washint.edu * www washint.edu 


THE M. I. L. E. PROGRAM 


ADVANCED STUDIES IN INTERNATIONAL LAW AND ECONOMICS AT 
THE WORLD TRADE INSTITUTE: JOINT CENTRE OF THE UNIVERSITIES 
OF BERNE, FRIBOURG AND NEUCHATEL 
SWITZERLAND 


in October 2001 join a select group of young professionals in the only 
full-time programme on WTO law and trade policy. This unique 
program combines international law, trade regulation, and 
economics in both the curriculum and the classroom. 


* Learn about the leading legal and economic issues in 
international trade and learn to interpret WTO rules and 
policies... 

* Address these issues in the context of new global challenges. 

* Receive the degree of Masters in International Law and 
Economics 

* in june 2002 you'll be a MALLE. ahead of your competition. 

* Receive instruction and. trainin from a global faculty of 
specialists in internat olicy and economics, 
including: 


Frederick. М. Abb 















d Baldwin, Jacques 
( ckers, Olivier Cadot, 
Thomas: Cottier, Will emaret, Claus-Dieter 
Ehlermann, Michael F gleton, Mary Footer, Eleonor 
Fox, Daniel. Esty, Christ Graber, Jean-Marie Grether, 
Jacques. Michel Grossen, Jordi Gual, Francis. Gurry, Bernard 
Hoekman, Gary Horlick, Henrik Horn, Robert L. Howse, John H. 
Jackson, Merit Janow, Jean-Louis Juvet, Francois Knoepfier, 
Patrick Low, Mitsuo Matsushita, Aaditya Mattoo, Petros 
Mavroidis, Jaime de. Melo, Patrick Messerlin, Nicolas Michel, 
Krista Nadakavukaren, Damien Neven, Kalypso Nicolaidis, Adrian 
Otten; Ева Paasivirta, David Palmeter, Thomas Probst, Frieder 
Roessler, Giorgio Sacerdoti, Raymond Saner, André Sapir, Paul 
Seabright, Jacques Silber, Edwin Vermulst, Michel Waelbroeck, 
Franz Werro, Alan Winters, Diane Wood, Charles Wyplosz. 


Now accepting applications, contact us for further information: 
World Trade Institute, Hallerstrasse 6/8, 3012 Berne, Switzerland 


T +41 31 631 3270 F «41 31 631 3630 
E inquire@worldtradeinstitute.ch 


www.worldtradeinstitute.ch 










BS. M8. Ph.D. Many fields. No classes. 
NO COST evaluation! Send resume 

6400 UPTOWN BLVD NE SUME 390.4 

Dept. 34. ALBUQ., NM 871105064 

б 34Gcentoryuniversiodu 

-800-240-6757 

ONLINE OPTIONS 














Brussels School of 
International Studies 


The Graduate School of Politics and International Relations of the 
University of Kent offers the following programmes in Brussels: 


* MA in International Relations by Coursework and Dissertation 
* MA in International Relations by Research and Thesis 

* MPhil in International Relations by Research and Thesis 

* PhD in International Relations by Research and Thesis 
Admission for Coursework Programmes in October and February. 
Admission for Research Degrees at the beginning of any month. 
Full-time and Part-time evening study. 





For a full brochure and informal enquires, contact: 

Dr Jarrod Wiener, Director, Brussels Schaal of International Studies, 
Vesalius College, Pleintaan 2, B. 1050 Brussels, Belgium 

Tel: (432-2) 629.2707. Fax: (832-2) 629-3637 Email: | Wiener@uke acuk 
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Working with the EU 
Institutional Relations 
and Public Affairs 












Your fast track 
to Brussels 







to work witt h Europe. 






" “Ken to action = with detailed m and 
examples ‘on how do lobby; -manage corporate 
public: affairs and tender most. effectively within 
pe EU. 










For details, please contact, 
Anne Bonnaud ^ 
e-mail: ecpab@eis.be 
Tel. +32 (0)2 737 7746 
Fax +32 (0)2:232 7525 









|, Involves some 20 sessions: lectures, case studies, ` 
; Visits «all conductéd Бу тор Brussels officials and 
practitioners. ў 








www.ecpab.com.... im 





Personal coaching through group work projects, 








SC HOOL 









The Executive MBA 


° educates managers from all over the world 

° taught in 8 intensive modules each lasting for 7 days 
* or hy evening study 

* entry points in January, April, June and September 
* flexible - a minimum. of two modules a year 

* Birmingham faculty teach in the UK and Singapore 


"Developing global competence 
for a changing world’ 


Full time MBA programmes: 
M BA fermata Tus. 


B 


ceo 










The Earopean M B. А with С 


HEPTPZeww.bham.ac.ak/basine 


Һалал 
Tel: 44 (0)0121 414 6693 i x SE 
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хоре / M.East / U,S.? Contact for Free Info & Critique 


www.careerpath. co.uk 


Fax: Email: 
+1 202 4781698 | cpamerica@careerpath.co.uk 
+44 20 75048280 — cpeurope@careerpath.co.uk 
+66 2 2674688 cpasia@bkk. loxinfo.co.th 


лкнн 
ч” 


The U.S. Agency for International Development 
seeks applications from qualified American citizens 
interested in working as Personal Services Contractors 
in Pristina, Kosovo as 


Rule of Law Advisor for Kosovo. 


Applications should be submitted по later than 
November 13,2000. 


бге information and instructions on how to apply, please see: 


ttp://Www.usaid. gov/procurement, bus. opp/procurement/psc. solicit 


" 73 
THE REPUBLIC OF UGANDA 


PRIVATIZATION UNIT 
MINISTRY OF FINANCE, PLANNING AND ECONOMIC DEVELOPMENT 


INVITATION то PARTICIPATE IN THE TENDER PROCESS IN CONNECTION WITH THE 
DIVESTITURE OF NATIONAL INSURANCE CORPORATION 


‘Background 
ernment of the Republi: of Uganda, through the Privatization Unit, has initiated a tender process in 
connection with the divestiture of 100%. of the shares in National Insurance Corporation (NIC) with the 
Tequirement for the c isted within three years after the restructuring and investment phase. The 
. The first stage comprises the pre-qualification.of bidders. The second 
qualified bidders, The Government hereby invites insurance 
* and other interested parties to participate in the first stage of 


{Сл а statutory corporation established by the National Insurance. Act (1964). In line with the PERD 
tattile, à sucer: т company will be incorporated to take over all its assets and obligations. NIC conducts 
s. covering mast towns 


ith a paid ap capital plus reserves of not less than USS 3 million. 


pblaim certification from the regulatory authority ef the hidder's jurisdiction that the bidders 15 solvent and 
properly licensed and that no material сот have been raised by its insureds or their fi 
that would cast doubts on the practice ethics of the bidder under the regulatory requirements of that 


where the bidder s а consortium, the consortium should have at feast one insurance or re-insurance 
the criteria 1-3 above, and owning not less than 25% of the shares of the consortium, 
with ther members being credible financial investors with proven capability, 
Tender Information 
"Dhe-first Stage of the tender is conducted in accordance. with pre-qualification terms of reference to be 
obtained {гөлт the Privatization Umi atthe following addresses below (Post & web). Pre-qualification 
Submissions attract а 51.000 non-refundable fee. The closing date for receipt of pre-qualification bids is 
vember 10, 2000. 


hie Director, Privatization Unit 
th Floor, Communications House, Plot 1 Colville Street 
х 10944, Kampala Uganda 
4256-4 1-250 108256467 
+256-41-342403/259997 
nic регі роли 
www. perds.go.ug 
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Institute 
of Social Studies 


The Hague, The Netherlands 


The ISS is an international centre for 
higher education and research in 
development studies. Postgraduate 

ай, teaching programmes conducted in 
English are offered at the. Diploma, MA 
and PhD levels. 


ociat Studies ias а Vacancy (ога full time 


te Professor of Urban Management 
overnance (F/M) 


ated to the Staff Group Human Resources and Local 


ncern of the HELD Staff Group, which is one of the four ISS 
ps, is teaching, research and advisory work on processes and policies 
economic restructuring of production, production relations and of. 
nd income generation. The Associate Professor will join a. 
Ocuses on the study of local institutions and processes of 
social development: Particular attention is paid to the identi: 
iculation and management of multi-actor based local development 
, with a focus on entrepreneurship and enterprise dev velopment, 
ance, social equity and poverty reduction: The appointment, to. 
тепсе as soon. as possible, is for a renewable period of two years. 


Tasks and Responsibilities: 

* Teaching, research, and project/consultancy activities in urban develop- 
ment management with à focus.on a) urban physical development, 
b) the interaction between physical and socio-economic development of 
cities and, c) the definition of new and more proactive roles for the local 
government. From. this core, links are to be made to new dimensions 
such as globalisation, gender and governance. 

* Management tasks.and responsibilities at programme and staff group level. 
Willingness to travel and to contribute to project work abroad. 


Requirements: 

* have a background in Human or Ерсай Geography, Urban 
Planning, Public Administration or Political Sciences, within: the 
context of the above specified fields. 
hold a PhD degree — 7. 
have a solid record of internationally. recognised publications 
be an excellent teacher, m 
have substantial experience it development advisory work in at least 
two of the main areas served by ISS: (Africa, Asia, Latin America, 
Caribbean, Eastern Europe), : : 
have proven organisational and human skills necessary ydo leaders- 
hip. teamwork and management, 


Employment conditions are comparable to those at. Dutch universities: 
Salary dependent оп qualifications and experience in accordance with the — 
salary scales for academic staff at Dutch universities, ranges from DIT8013. 
(Euro 3636) to Dfl 10768 {evro 4886) gross per month, plus an eight percent 
holiday allowance. i 


Applications, accompanied by a curriculum vitae and the 
referees should reach е 155 before 15 November, 2000. 


details of this post can be foand on the ISS W 

Information can also be obtained from the Chair of the Search Committee; 
Prof. A. Helmsing, by letter, email (helmsingGiss.nl) telephone 
(+31-70-4260460). or fax (+31-70-4260799) and/or the Convenor of the 
LRD Programme, Dr P. Knorringa (knorringa&iss.nl) 














The Centre for Analysis of Risk and Regulation (CARR), a 
major. new research initiative at the LSE, is seeking to 
appoint a Chair and Fellow to develop the institutional 
understanding of risk management and. regulatory 
practices. CARR is supported by a mix:óf private and 
public funding and these positions will be ceritral to the 
PricewaterhouseCoopers Risk Research Institute, a sub- 
unit of CARR: Both posts offer exciting opportunities to 
contribute to the work of the Centre, and to interact with 
colleagues with diverse interests in risk management and 
regulation. Applicants should be comfortable working at 
the interface between practice and social science and in 
an interdisciplinary research environment. 
































Applications for the PricewaterhouseCoopers Chair in 
Risk Management are. invited from. social scientists 
working on risk management aspects of business 
strategy and/or management control issues broadly 
conceived, However, applications from candidates in 
other areas will also be considered. The Chair holder will 
lead the Risk Research Institute within CARR. He or she 
will also be required to play a role in the teaching of an 
interdisciplinary programme in the management and 
regulation of risk. 


In addition to core training in one of the social sciences 
and an international research reputation, the Chair will also 
be expected to develop points of contact and exchange 
with. other research centres inside and outside LSE, to 
develop relevant research networks and to be capable of 
commanding the respect of the practitioner community, 


Reference number SA/00/01. 
Closing date: 8 December 2000. 


For further details on the Chair please phone 
020 7955 6657/7072 or e-mail: 
n..anderson@lse.ac.uk 








Fixed-term 3 ys. 
salary up to £33,101 pa incl 


Applications för the — PricewaterhouseCoopers 
Fellowship . in Risk. Management (3 years) are 
invited. from Social. scientists working on problems of 
human and organisational. behaviour in relation 
to the management of risk and to regulation, The 
Fellow will be expected to develop an. independent 
research programme within. the. Risk Research 
Institute. Applicants will be expected. to have a 
doctorate апа to provide a research proposal for 
such.a programme. à 


Reference number: AC/00/08. 
Closing date: 13 November 2000. 
“Рог further details on the Fellowship please phone 


020 7955 6183 or email recruitmentGlse.ac.uk 
with your postal address. i 


The London School of Economics ‘and Political Science is an 
educational charity committed to equat oportunes and excellence 
in teaching and research 
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Journalist 
Ecumenical ‘News “International, a Geneva-based internationa 
religious news agency, i$ seeking a journalist to join its ream 
Requirements include: English first language var equivalent fluencs 
journalism training and reporting experience, Attractive salary am 
benefits, Initial appointment three years. For further details consul 
йир: / /eww.enich/employment/ or contact Christina Minezac, РС 
Box 2100, CH-1211 Geneva 2, Switzerland, Fax: «41-22 791 036 
Email: chraifwecc-coe. ore Closing date: 24. November 2000 
















CA ras 
OFFICE TIS 


Economic Adviser, Regulatory Impact Unit, Cabinet Office 

The Regulatory impact Unit has a central rote in delivering the Government's 
commitment to improving the quality of regulation Regulation figures in most government 
activities and has a high public profile. This post therefore presents an exceptional 
opportunity to obtain an overview of government policy and to apply ecoriomic analysis to 
important policy issues. You should have a good Economics degree, preferably at Master's 
level, with at least six years’ experience of applied: mieroeconomics. You will need to be 
able to communicate economic analysis clearly to non-specialists and to build good 
working relationships across Whitehall. 

The appointment is offered initially for two years with the possibility of a permanent 
appointment, Salary in the range £30,750-£61,913, according to how qualifications and 
experience compare to government sector equivalents. 

For further information and details of how to apply (closing date 17 November 
2000), send a postcard to Alison Cannarozzo, Cabinet Office, Queen Anne's Chambers, — 
Room 158, 28 Broadway, London SW1H 9J8; telephone 020 7210 0360; fax 020 Т8 qu; 
e-mail rtuGcabinet-office.x.gsi.gov.uk A 


City University 


Lecturer/Senior Lecturer 
in Finance 
This continuing post will be offered on Lecturer B or 


Senior Lecturer scale from £26,361 to £38,874 inclusive 
of London Allowance. 


The Department seeks to appoint a Lecturer/Senior 
Lecturer to teach at postgraduate level in the area of 
finance. The successful candidate will have teaching and 
research experience in the area of finance, and in addition 
will be expected to teach in other related subjects as 
required by the needs of the Department. The candidate 
will also be expected to carry out research in the above 
areas and participate fully in the research and 
administrative duties of the Department. 


Applicants must possess a doctoral research qualification, 
in a finance or finance-related area, with a sound 
publication record in the field. 











Department of Shipping, Trade and Finance 





We are committed to equal opportunities. For further 
particulars and an application form please write to the 
Academic Registrar's Office, City University, Northampton 
Square, London ECIV OHB. Alternatively, telephone 

020 7477 8039 (24 hour answerphone), fax to 

020 7477 8886 or send an email to e.m.da-silvaQcity.ac.uk 
detailing your name, address and post reference number 
452/Econ. Deaf people can apply through the minicom... 
on 020 7477 8931. 

Closing date: 17 November 2000 

www.city.ac.uk 


The University for business and the professions 
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Coordinator of Advocacy, Policy Programs 


International AIDS Vaccine Initiative, New York City 
ational scientific organization working to speed development of an AIDS 
individual who will help coordinate and implement its global advocacy and 
. "me positon WIE work under the direction Г) фе VP Policy. Minimum 


International Cotton/Textile Organization Seeks 
Experienced Trade Consultant in Africa, Turkey, 
and Eastern Europe. 


are to provide tradi upport to the textile industries in regions 

n Africa, North Afric: em Europe; and Tu Consultant will. at a 

minimum, perform the following in designated regions: (1) Track cotton and textile issues and 

gather market intelligence: (2) Support textile policy issues;( 3) Assist industry travel; (4) Liaise 

with оса] and international industry and governments. on. behalf of parent organization; (3) 

"Maintain-contaet database; (6) Develop promotion. opportunities with Key accounts; and (7) 
Provide detailed monthly activity report in English. 


ideal candidate will have 104 years cotton/textile experience, extensive knowledge of 

“governmental organizations affecting textile industry, and knowledge of international trade 

of designated countries. Candidate must possess excellent verbal and written skills in 

1, be computer/internet literate, and willing to travel extensively. Consultant will work on 
ЖА 1s contract, subject to review and extension on annual basis, 


ión should. include up-to-date resume, names and addresses (including fax/e-mail) of 

s, availability date, and statement of the.special qualifications Tor position. Only 

ed candidates will receive acknowledgement. amd requests for supplemental 

on Applications will be accepted by e-mail only, Applicants should state job title 

en Con Rant” in subject line and forward inquiries to. werldcotton@usanet, Application 
vember 8, 2000. 


Internet one 


DO YOU FEEL LIKE YOUR CORPORA TE. 
LADDER HAS RUN OUT OF 


Do you feel the need for new challenges and oppo i 


phone call away at Tel: (619) 224-9257; Fax 
102224.3306 @compuserve.com 


Tek; Pipes та Fax: 6192; 9; 
“Email 102224. 3306 @compuserve ‹ com. 























Oxford Analytica 


wwNw.Oxan.com 


die a leading international consultancy, drawing on the scholarship of Oxford 

her universities and research institutions worldwide to serve the needs of 

business and governments for geostrategic, political economic and social 
analysis. We are now seeking an Оу base 


Latin America Editor 


‘The successful candidate will be responsible for commissioning and editing 
‘analysis for publication in the Oxford Analytica Daily Brief and Latin America 
“Daily Brief. Managing an international network of expert contributors is an 
“integral part of this process. 
Candidates should have a firm grounding in the. politics and economics of the 
region, probably developed through a postgraduate degree and/or relevant 
Work experience. Well developed analytical skills and the ability to write and 
edit with speed and accuracy under pressure are essential. 
;.Salaty commensurate with experience. CV and details of current salary to 


Managing Editor, Oxford Analytica 
5 Alfred Street, Oxford OX1 4EH 


By November 13, 2000 








European Roma Rights Center 


€ European Roma Rights Center (ERRC), an international public interest 
Jaw organisation which monitors the human rights situation of the Roma people 
and provi legal defence in cases of human rights abuse, seeks a Program 
Director for its Budapest headquarters office. The Program Director will assume 
control of an existing eight person program staff, currently providing field 
qnonitoring and research, publications and press releases, internet and library 
information, educational training and internships, and international institutional 
advocacy. 
ualifications: Minimum ten years of practical experience managing civil rights. 
civil liberties, and/or international human rights programs. English oral and written 
Писасу is requ 'ómmunications, writing and editing skills are of utmost 
ance. Deadline for submitting applications. is 15 November, 2000. 


To apply: Please send a letter expressing the reasons for your application, 
ceompanied by a detailed CV to the 


ретге огр 
ort sted candidates will be contacted. 
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4i SOFRECO | ‘Intemational Consulting company, 
is seeking URGENTLY: 
Experienced West-European. 


AND ENERGY CONSU Д 


a) Senior Environment Pianner with: experience in energy issues, ^ 
management skills, if possible record in Eastern Europe FSU, for 
position of Team Leader in Russia (2. years) 


b) Energy Planner, with knowledge of oil and gas sector and experience | 
of environmental assessment of energy projects 


Candidates with relevant experience should apply under ref. C2329 t 


SOFRECO, 92-98 Bid Victor Hugo, 92115 Clichy cedex, France . 
RH @sofreco.com Fax (33.1) 41.27.95.96 (web-site: www.sofreco.com 


PARTEX International consultan 


PARTEX-IGE, a leading Consulting company, established in. 
1980 and based’ in Portugal, is seeking for highly qualified 
experts for upcoming technical assistance. projects. in Africa, 
Mediterranean countries, Latin America, former. Soviet Union 
and Central/Eastern | Europe, for long-term ала short-term 
assignments. : 


Areas of üpecialisation 
Project Management ~ large-scale multinational - 
expert teams, liaison witttg government bodies 
and donors : 
Project Identification and. Evaluation 
Public sector reform 
Institutional building 
Economic reform 
SME development 
Professional training and employment 
Agriculture and rural development 
Sustainable development, incl. gender issues 
Health 
Education 


Qualifications: 
University degree / post-graduation in the field; English 
proficiency; working experience in the abeve. mentioned | 
regions, namely in SCR projects. Working knowledge of 
languages (Spanish, Portuguese, French or Russian) is highly 
desirable. | 
Please send your detailed resume, if possible in EU format to: 
Eduarda Castel-Branco kc 
e-mail: ige-cvdb@partex.pt FAX: 351 21 7950188 











EUROPE'S LEADING LIGHT 
Crossair of Switzerland, Europe's largest regional airline offers more than 28 daily 


departures from the UK and Ireland to Switzerland. In addition, Crossair also. offers a 
network that encompasses over a 100 destinations in over 30 countries through its 









E Toe Ора ет Group 


TENDERS 
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Fulfilling Britain's commitment to 








EuroCross hub at EuroAirport Basel. 


CROSSAIR 


For further information contact your local travel agent 
or, +44 845 607 3000, www.crossait.cam 








8 Department for 
І International 
8 Development 


The services of a Resource Centre Network for Environmental 
Health, Water Supply and Sanitation (EHWSS) are required to 
meet the growing demand for advice and expertise in these 
areas within DFID-supported programmes and DFID's growing 
support to sector-wide, poverty reduction and comprehensive 
development framework approaches. Inputs by the Resource 
Centre will be made às part of the contribution to the 
achievement of the International Development Targets through 
the application of DFID support strategies, "Better Health for 
Poor People” “Addressing the Water Crisis", and 
“Environmental Sustainability and Eliminating Poverty" 
accessible via DFID's website (www.dfid.gov.uk - click on 
Strategies for Achieving International Development Targets). 
The Resource Centre Network is likely to bé responsible for the 
following key tasks: 

* Strategic inputs: assist in the development and 
implementation of new directions and support strategies for 
Environmental Health, Water Supply and Sanitation; 

* Tasks and missions: undertake support missions and tasks 
for DFID and nominated partners; 

¢ Building capacity: work in an evolving partnership with 
selected RCs/potential RCs in developing countries/regions 
to help build Environmental Health, Water Supply and 
Sanitation capacity, identify and help respond to demand; 

* Identification and management of consultants: arrange for 
suitable consultants to be contracted for particular tasks; 

* Sharing knowledge and developing tools: provide а 
helpdesk facility, undertake reviews of literature, synthesise 
knowledge, develop guidelines and source books, and build 
active networks for shared learning; 

* Website management: prepare collections of relevant 
material on Environmental Health, Water Supply and 
Sanitation issues, and conduct virtual discussion groups. 

It ів anticipated that the contract will begin on 1 July 2001. The 

successful bidder will be given a contract of up to five years. 


THE REQUIREMENT 


The Resource Centre Network members will have a clear 
understanding of the facilitating, catalytic role required and 


The Department for International 
Development (DFID) is the UK's 
government department responsible for 
promoting development and the 
reduction of poverty, DFID is committed 
to the internationally agreed target of 
halving the proport f people living in a 
extreme poverty by 2015, 


DFID works in partnership with 
governments, international and national 
non-governmental organisations, the 
private sector and institutions such as the 
World Bank, UN agencies and the 
European Commission. Most of our 
stance is concentrated on the poorest 
countries in Asia and sub-Saharan Africa, 


EXPRESSIONS OF INTEREST 


ENVIRONMENTAL HEALTH, WATER SUPPLY AND 
SANITATION RESOURCE CENTRE NETWORK 


offer flexibility to respond to changing needs. Resource Centre 
Network staff and consultants will have a thorough 
understanding of Environmental Health, Water Supply and 
Sanitation, direct experience of applying support skills in 
developing and transitional countries, and excellent 
communication and interpersonal skills. 


EXPRESSIONS OF INTEREST 


Applications must be submitted in the form of an Expression of 
Interest of no more than 4 pages in length, accompanied by 
abridged CVs of key personnel, three hard copies required. 
Following assessment of the Expressions of Interest, DFID will 
provide Terms of Reference to invited short-listed applicants to 
submit full technical and commercial proposals. Prices are not 
needed at this stage. 

ASSESSMENT CRITERIA 

The following criteria will be applied to assess the Expressions 

of Interest: 

i. good understanding of development principles and DFID 
strategies, with an emphasis on positive outcomes for the 
poor, equity, ownership, sustainability and learning; 

ii. experience, track record and capacity in the field of EHWSS 
in developing and transitional countries; 

й. knowledge of other organisations involved with EHWSS in 
OECD and developing countries; 

iv. established or potential links with potential EHWSS RCNs 
in developing countries and evidence of proven capacity 
building and institutional strengthening skills; 

v. excellent project management skills, including management 
of consultants and process-based work, including change 
processes; 

vi. the ability to identify and link closely with relevant 
research, summarise it into practical guidance and support 
its practical application; 

vii. experience of running rapid response advisory services; 

viii, website management experience. 


Expressions of Interest must be submitted to Marie Blue, Room AH409/2, Department for International 
Development, Abercrombie House, Eaglesham Road, East Kilbride G75 8EA to be recieved no later than 17:00 
hours on 30 November 2000. http://www.dfid.gov.uk 


but we also work in middle income 
countries, and in Central and Eastern 
Europe. 

DFID is committed to a policy of Equal 
Opportunities and encourages 
applications from members of the ethnic 
minorities. 
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| PRIVATISATION COMMISSION OF PAPUA NEW GUINEA 


Tender for Project Managers in Relation to the 
Privatisation of Various Public Enterprises 


s The Government of Papua New Guinea is implementing 
program to privatise State-owned assets. A. Privatisation 
Commission has been appointed to oversee this program, 


The. Privatisation Commission wishes to engage 4 Project 
Managers to manage and coordinate the process of privatisation 

various public enterprises. It is envisaged: that each Project 
Manager will initially have at least 2 major responsibilities. (e.g. 
Telikom + Post PNG, Elcom + Water Asset, Harbours Board + 
smaller entities, Investment Corporation + Unit Trust-+ employee 
participation schemes. Project Managers will report to the 
Managing Director of the Commission and will manage the work 
of separately contracted advisors. 


cA detailed terms of reference including the application process is 

i: available from the Secretary, Privatisation Commission, PO. Box 

5, Konedobu, Papua New Guinea [ Phone : (675) 321 2977, 
Fax: (675) 321 3134. | 


The closing date for receipt of proposals is 14h November 2000. 





THE REPUBLIC ОЕ UGANDA 


MINISTRY OF LOCAL GOVERNMENT 
INSTITUTIONAL CAPACITY BUILDING PROJECT 
CREDIT NO: CR 2376 - UG 
EXPRESSIONS OF INTEREST 
FISCAL MANAGEMENT SYSTEMS (FMS) STUDY 
tris request Tor expressions of interest follows а similar ond. for this. project that appeared. in 
Development Business of 16 March 1998, 
2:-7fhé Government of Uganda has received а Credit [rom the International Development Association 
о CIDA), and inteads to apply part of the proceeds of this credit to eligible payments under the contract 
for consultancy services. 
ov The services shall require to carry out a Fiscal Management Systems study which will provide a 
Joo framework for modernising fiscal/financial processes for the Government of Uganda and 
keécommendations for the implementation of the computerisation programa which will both ventral 
dd local governments. The services under FMS Stady shall be divided into the followin 
io Definiion of an FMS Information Technology Architecture and Plan: {FE 
VE development and documentation of ип information- tech 
jriphementation plan for th of government fiscal management; This is expected to provide a framework 
and voadmap for the implementation of fiscal management systems for the Goveniment af Uganda. 
“Definition of a suitable Financial Classification n (BES) for the Да} and economic 
“peratians of Government taking into a insti al 4 
3 standard. transactional coding s aspects including 
^ ir i molitur national statistic: 
inis, speci dca n. for Ar (hardware, software, ote, 


) which will cover the accounting шш budpeting- rations of government. This will provide a 
for rolling out the Expenditure Management Systems throughaut government. 


institutional arrangements arc outlined in dhe Terms of Reference which are available from the Project Office. 


Jovernment of Uganda now invites eligible consultants to indicate their interest in providing the 

Tnicrested consultants must provide information indicating that they are qualified to perform the 

services (brochures, description of similar assignments, experience in similar conditions, availability of 
appropriate skills among staff, etc). Consultants may associate to enhance their qualifications. 


ded in Secure with the procedures set out in the World Bank's Guidelines: 


ons o mierest must be delivered to the address below by 1700hrs on Friday, the 8 December, 2000, 


Ministry of Local Government, РО, Box 7000, KAMPALA., Plot 10/11 аф Bloor 
intebbe Road, Fux 256-41 232936/250877, Phone: 256-41 232741/342864 E-mail: 
; gimp imul.cegr nnewangae swiftugandasour Website: hiipiwww. finance gung 
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The Government of 
program to privati 
Commission has рее 


Government's. Privati 

properly. understood 

Government Organisati ons, the emplóvees and the S келк publ 
both local and overseas. 


The successful Company mus perienced in all aspects 
public relations and. marketing including conducting, investmen 
and financial roadshows to diverse or-selective audiences.” 


A detailed Terms of Reference including the application proce 
available trom the Secretary, Privatisation Commission, PO. B 
45, Konedobu,- NCD, Papua: New. Gui ea [Phone : (673 32 
2977, Fax: (675) 321 : 5 


17th ا‎ di 





FEDERAL REPUBLIC OF NIGERIA 
National Council for Privatisation, Bureau of Public Enterprises. ; 


Fourth Pan African Investment Summit 


PRIVATISATION IN PRACTICE 


19-22 November, 2000 · 
ABUJA, NIGERIA - 


The Government of Nigeria and Business in Africa international 
Magazine are convening a high level summit to examine the i issues: 
facing privatisation in Africa: with leading international experts who 

will bring hands on practical experience to this topical issue. i 


Government officials, state governors, legislators, trades unions, 
academics and senior executives of private sector bodies are invited 
to join top ranking speakers and VIP delegates іп Abuja. ` 


For more information, please fax or email your request to: 
Fax: +27 11 807 0919. E-mail: conference@businessiriafrica.co.za 
or Fax: +44 171 495 7966. E-mail: Businessinafrica&Gcompuserve.com. 


BUSIMESS IN AFRICA CONFERENCES 
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FOR OUR 110 PAGE COLOUR BROCHURE CONTA 
CW Forster (Director) 


f 





Grosvenor Court, Towe 

isle of Man, Great Brit: 

TEL: +44 1624 815544. 

FAX: +44 1624 817080 ` 
E-mail: économistGocra.com 






wwWw.ocra.com 
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All New 2001 Edition! 


ConnoiR 2001. 


American & Canadian Trade Directory 
CD & Print Edition 


Who can supply what we need? Where is the nearest distributor? Who do we sell/buy our 


trade name allows you to contact company dire 


Capitol Financial Services € 
British Columbia Canada 
Quote Ref, CORR/001DB 


ucts/services from? How do we contact them? Quick search by company name, brand or 
from the CD by e-mail. Get into а 
спу from the CD! Work: with up-to-date info. 





lier/buyer's web site direc 






10.8 million American & Canadian suppliers and buyers of consumer and 


industrial products and services including new contact info, web sires, number of 





employe: product innovations, complete branch office, . locations, full 
product/service. line descriptions, full. trade/brand name descriptions, newly 
registered companies and mos; senior personnel for cach department. Categorized 
by industry, sector and region. 

28,600 product & service categories sub-divided into industry, sector, region, 
state and. province. 

4.6 million American companies CEOs, contact. name, title, direct e-mail, 
telephone & fax, business type; web. site details, direct web-link from CD, year 
established and number of employees for each listing including stock info. 
985,000 Canadian companies, CEOs, contact name, title, direct e-mail, telephone 
& fax, business туре, web site details, direct weblink from CD, year established and 
number of employees for each listings including stock info, 

1200 Governmental Relations & Advocacy firms. High powered US & Canadian 
lobbyists for all interest groups. 

4800 USA & Canadian Financing/Funding sources allows government policy 
maker(s) and every business executive to research thousands of funding lending 
sources for all major industries; sectors and government bodies, Includes asset based 
lenders, equipment finance, finance & fictoring firms, investment banks, IPO 
Underwriters & OTC market makers, private lenders, Industrial joint venture 
specialty firms, govt projects, real estate Впапсе and venture capital sources. 






















most comprehensive and aw 
utives and policy makers! Soli: 
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ard winning research and reference tool for serious 
т US$275 for both CD & Print Edition (Sold As 
orward Bank Drait/International Money Order in 
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no 


www.Immigration у 


C з Immigration Lawyers 


U.S. CORPORATIONS AND 
LIMITED LIABILITY COMPANIES 
(LLCs) SET UP INSTANTLY IN 


PHONE, FAX or INTERNET 




















f Your headquarters may be anywhere in the 
1 USA or other country. No minimum capital 
! requirements. No lawyers necessary Most 
і Major corporations are incorporated in 
{ Delaware. FREE Delaware Incorporation 
1 Handbook (8th Edition). Registered agent, 
| shelf corporations, legal address in 
į} Delaware and mail forwarding, U.S. bank 
t account opening service. VISA/MC/AMEX 
¦! CALL ANYTIME Tel: 1.800.423.2993 

| (toll free) or +302.996.5819 
Fax: 1.800.423.04523 (USA/Canada only) 
address in or Fax: +302.996,5818 

Ц E-mail: inc, info delbusinc.com 

! Internet: http://www.delbusinc.com 

į Delaware Business Incorporators,Inc. 

і 3422 Old Capitol Trail, Dept. TE 

і Wilmington, DE 19808-6192 
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CONFERENCES 


DELAWARE, OR OTHER STATE, BY 


OFFSHO RE 
TAX - *F REE 


Companies world - wide 


Formation and adininistration of 
opening of bank accounts 
ахтан forwarding service 


UNITED KING DOM 


- d Office - 


LAVECO Ltd 
Clos de Saignie, Sark, 
United Kingdom, GY9 OSF 
Raymond Terry Gibson 
Tol: 44-148 1-832-542 
Fax: *44-]481-832-116 
E-mail: sarkk@laveco.com 
HUNGARY 
Tel: £36-1-217-96-81 
Fax: *36-1-217-44-14 
E-mail: hungaryG?laveco.com 
ROMANIA 
Tel: 440-92.326-329 
Fax: +40-92-154-605 
E-mail: romania@laveco.com 
CYPRUS TTT 
Tel: +357-4-636-919 
Fax: +357-4-636-920 


























Tel: 1.202.662.9710 





TRAVEL 


CUT THE COST OF YOUR 
STAY IN LONDON 


Comfortable self-contained serviced studio 
flats in Knightsbridge near Harrods, fully 
equipped kitchen-dinette, bathroom, phone, 
satellite T.V., central heating, elevator, maid 


service, resident manager. Suit 1-2 persons. 
Brochure by Air-Mail: 


Knightsbridge Service Apartments 
45 Ennismore Gardens, 
London SW? 1AQ. 

TEL: 020 7584 4123. 

Fax: 020 7584 9058. 
info G ksflats.demon.co.uk 
www.ksflats.demon.co.uk 


presents its 21st annual conference 


MILITARY AIRLIFT: 


Requirements and Global Business Opportunities 
December 12-13, 2000 * Washington, DC 
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City of Tacoma 
Business Systems Improvement Project 
Request for Proposals 


Seeking Software Vendors, Systems Implementers & Integrators, and 
Application Service Providers with municipality or utility experience. 


The City of Tacoma, Washington is initiating a major systems replacement 
project for its core business applications and is seeking commercial-off-the- 
shelf replacements for its customer information and utility billing, financials, 
and work/asset management systems. 


The Request for Proposals will be available starting October 24, 2000, via the 
Business Systems Improvement Project's website at www.ci.tacoma.wa.us/bsip 
Interested parties are encouraged to visit the project website for additional 
information. The City of Tacoma will be accepting Proposals until December 
19, 2000. АП qualified parties are welcome to propose. 


BUSINESSES 
FOR SALE 


Large Cattle Ranching and Agriculture 
Conglomerate in Argentina 


Unique opportunity 


For sale by owner 16 large adjacer 
ranches in Sarita Fe Argentina, With mor 
than 24,000 heads of cattle; agricültun 
The best alfalfa in the world. More tha 
85,000 acres in productivity. Excellei 
local management available. 













Contact: Dr. Caminos (412) 3722035/36 (USA) 
owcc&aol.com 
httpZ/wvrw.redtail.net/owc/cg 
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e OWNED BY LAWYERS AND ACCOUNTANTS e CONFIDENTIALITY GUARANTEED e BANK INTRODUCTIONS 


The SCF Group, est. in 1989 provides full ranges of offshore services at what we believe are the. 
most competitive rates currently available by a licensed professional firm. 


for OFFSHORE & UK COMPANIES @ the best prices contact us today » 


LOND 
LICENSED CO. " E 907100 Sydney St. BR. y Sc (Fons) : Peter Murphy B. Comm (Hors). 
& TRUST MANAGEMENT | 6d (0) 20 7352 2274 : «353 (0) 1 662 1388 

ee ERE EP ES VR Fax-44 (8) 20 7795-0016 Fax: 4353 (0) 1 662 1864-00. 
E-mail: vanson@sclgroup.com E-mail: 3murphye?scfintE оле: 





















DUBLIN: 
27-29 Lower Pembroke St., 
Dublin 2. Ireland. 









Innovative and cost-effective solutions to protect your assets and minimise your tax. The Sovereign Group ва з professional global pra 
leading tax specialists, operating in 17 jurisdictions worldwide for over 10 years. For complimentary copies of our guides to international tax planning 
and trustee services, please contact your most convenient Sovereign office. Alternatively call fo for expert practical advice free of obligation or charge. 


BAHAMAS: Coretta Dames GIBRALTAR: Les Roberts HONG KONG: Stuart Stobie А imon Denton USA: Paul Winder 

1 +1 242 322 5444 Tek +350 76173 ef: +862 2542 1177 г +44 (0)20 7479 7070 el: +7 800 813 6381 (usa toll free) 

+1 242 325 8445 350 70158 Fax: +852 2545 0550 +45 (0)20 7439 4436 1 800 813 6382 (usa toll free) 
nGroup.com i overeignGroup.com overeignGroup.c uk @SovereignGroup.com oversignGroup.com 


WWW.SOVEREIGNGROUP.COM. 
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Attention holders of defaulted 

















Quality serviced apartments offaring best value NR ` Р 
a for maney. Qut apartments offer great savings a Lowest Annual feos REPUBLIC OF ESTONIA 
mI Wut mcr cu MO meum ome | dollar & stering bonas issued 1927 


due 1967 & still in default. 


Healing alea Bank Introductions 
и eating, elevator. [| 50 {hold a numberof these bearer bonds. 


Centrally located in Kensington area Nominee Services 

















К а edit Cards ^ and would like vary much to hear from 
Migelo, MÁS. HEU. Canada Ш Tourist Board Approved. W Ошо» Crs Gon other holders (particularly dollar bord 
2 AT Каз: Иб) ана 0647 Ashburn Garden Apartments Í і 4 issue) who are interested in forming 
Jibi: info akcunade. com wow. akouche ron a 3 Ashburn Gardens u 44 1 : bondsholders committee with the 
South Kensington, London SW? 40G, UK m, it: есоп@сотт- v] purpose of bringing litigation either in 
N EW AUTH oR 9 m ee e со. uk " И /р | the Estonian or U.S. courts seeking 
АЕ info@ashburngardens.co.u 2 payment, 
| ; Tel: ++44 207 370 2663 jb 
PUBLISH YOUR WORK See eee Pensacola, Fla 32507-4271, 





Fax: 880-492 4789, ex 
E-MAIL: HARDESONWT G AOL.COM, у 
Phone: 850-492 4683 : 


ALL SUBJECTS CONSIDERED 
WRITE OR SEND YOUR MANUSCRIPT TO: 
MINERVA PRESS 
315.- 317 REGENT ST LONDON WIR 7ҮВ UK 

| www.rninerva-press.co.uk 












Canadian Businesses 
for Sale 


* Toronto Industrial Credit 
(lending loans Savings) 
* Olympec Aggressive Growth 
Hedge Fund 
W/Brokerage & Cash Met 
Acc // Bank Acct/Office/Bks. Other 
Canadian businesses & real estate 
available. 
* Also Custodial Accounts set up 











AVAILABLE BY EUROPEAN BANK 

* L/CS* SLCS * PROOF OF FUNDS 

* INVESTMENT LOANS 

* FINANCIAL GUARANTEES | w/min US$250K 
Serious Inquiries Only. 


FAX APPLICATION ONLY TO CT Trust Group Fax (604) 871-0089 
+90 392 228 82 91 service @capitaldevelopment 


International Calls Cost Up To 
85% Less In the New World. 


Ti f you re looking for the finest international phone rates and service, 
$ look no further than New World Telecommunications, Because we 
Á save you up to 85% әп all international calls. 


To the U.S. and J.K. — ^sstruecaliback innovator, New World 
provides state-of-the-art voice communica- 
tions and the lowest possible rates for all 
international calls originating outside the 
United States through callback. 

Now you can call anywhere in the world 
at amazingly low rates. Perfect for home, 
office, hotel, fax, or cellular phones. Call 
today and be calling globally at 85% less 
the day after tomorrow! 


Call Today! 1-973-438-3168 


1402 Teaneck Road, Suite 114 
М oed Jerse er USA 07666 
Fax: 1-201-287-8428 
ewWorld economist@newworldtde.com 
www.newworldtele.com 



















The offshore professionals since 1977 


FORMED A D ADMINISTERED 


32 2000 New World Telecomemunications. ew World is a trademark of New World Telecommuricatiens АЙ rights reerved. 
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| OUTPUT, DEMAND AND JOBS Britain's cpr grew by 0.7% in the third quarter, In the year 
| until then, annualised growth slowed to 2.9%—a slightslackening from its 3.2% rate of increase in 
| the second quarter. In August, the euro area's 12-month growth rate of industrial production 
| quickened to 6.3%; the rate of expansion was 6.9% in Spain but remained at 3.9% in France. 
| 
| 
| 
| 
| 








$6 change at annual rate The Economist poll 


GDP forecasts 
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(volume). 
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* Not seásanally adjusted Taverag e of latest 3 montis compared with average of previous 3 months, at anni 
t E F 0 
in September, S)ul-Sep. "New senes. 





PRICES AND WAGES Germany's consumer prices fell by о.3% in October; the 12-month in- 


















































| flation rate eased to 2.3% from its six-year high of 2.5% in September. Canada's annual inflation 
rate edged up to 2.7% in September, mainly because of higher energy costs. German workers re- 
ceived a pay rise of 1.9% in the year to August, a real rise of just 0.1%. 
% change at annual rate The Economist poll 
Consumer prices* — consumer prices forecast Producer prices* — Wages/earnings — 
. Е 3mths! 1year | 2001. 3mths! 1year — — 3mths! 1year — 
Australia +158 + 61 03 + 36 +80 +72 03 +67 + 65 Qi 
ї * 46 + 62 Sp +11 + 19 Aug 
+91 +90 aug +27 +220; | 
+ 1.4 + 25 Sep +30 + 29 Aug — 
+ 16 +40 Aug +17 +23 м 
+57 +69 sp +07 +33 Q2 
+40 +59 Aug +34 +540 _ 
+ 96 + 69 Sep па + 19 Aug* 
+63 +65 Aug +32 + 1.8 Aug 
E i 
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б + + + 4 4 
Sweden o; Па + 13 Sep + 18 +45 +40 +32 + 3.6 uf 
Switzerland PAV- edd ш E б жэ; АА MESSE ыс AE a O 
United States + 31 + 3.5. Sep + 29 + 26 + 13 Sep 38 + 36 sep — 
Euro-11 +28 + 28 Sep + 19 +56 +56 Aug + 20 





*Not seasonally adjusted | Average of latest 3 months compared with average of previous 3 months, at annual rate 











“COMMODITY PRICE INDEX 

The disbanded International 
Natural Rubber Organisation (тко) has at 
last begun to sell off its rubber stockpile of 
138,000 tonnes. It aims to sell 110,000 tonnes 
by next March. Rubber from Malaysian and 
indonesian stocks has already changed 
hands, but bids for rubber stored in Europe 
and the United States have been too low 
thus far. The inro sales will help to keep 
natural rubber prices low, but high oil 
prices, which increase the costof producing 
synthetic rubber, could raise demand for 
natural rubber. Demand from tyre makers, 
which account for the bulk of natural rub- 
ber consumption, is alsorising. The Interna- 
tional Rubber Study Group says natural 
rubber will accountfor 3896 0f total demand 
this year, up from 30% three years ago. 





1995=100 





















































% change on 
Oct 17th Oct дня опе one 
ИВА. month — year 
Dollar index 
All items 72.4 71.6 c6 1.0908 
Food 720 705 + 15 « 06 
industrials { 
Sterling index 
Ай items 
Food — 
industrials __ 
Euro index 
All items. 
Food | 
Industrials 
Yen index 
All items + 24 
food - +26 
industrials + 22 
Gold ў 
$ per oz 270.65 270.3  - 16 ~ 73 
Crude oil North Sea Brent 
$ per barrel 31.02 3229 + 5. +414 
West Texas Intermediate 
$ per barrel 33.54 3359 + 59 +443 


* Provisional. | Nonfood agnculturals. 








BW INFLATION Throughout the industri- 
alised world, inflation is creeping upward. 
With the exception of Japan and Denmark, 
all of the rich countries in the chart saw 
consumer prices rise faster in the year to 
September 2000 than they did in the year to 
September 1999. Japanisstillgrappling with 
deflation; consumer prices there fell 0.8% in 
the year to August. In Denmark, consumer 
prices climbed 2.7%, a shade less than in the 
previous year. Ireland has by far the highest 
| rate of inflation in our group. Prices there 
surged by more than 6% in the year to Sep- 
tember. In four other economies —the Un- 
ited States, Britain, Spain and; Belgium 
consumer prices rose by more than 3% dur- 
ing that period. And, with the exception of 
Japan, only Sweden has an inflation rate of 
less than 2%, 
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NCIAL INDICATORS - 


ONEY AND INTEREST RATES Canada s broad- and narrow-money supply growth | & HIGH-TECH FINANCE The telecom... 

` slowed in September to annual rates of 8.8% and 14.6%, respectively. In the same period, Swiss | munications, media and technology (rmt) |. 
narrow money shrank by 4.9%; broad money in the country diminished by 2.2%. | sectors’ share of new issuance has been 

.. Interest rates % p.a. (Oct 25th 2000) growing fast in international capital mar-- 


(market hanks 2-year _10-Уеаг gov't corporate | kets. The sectors’ importance is greater; and 


has increased more quickly, in emerging | 
PE: . | markets than in mature ones. In 1997, TMT | 
pag EAE NE к — ~ | sectors accounted for 12% of private capital 1] 
سے : سس‎ E E T D T - | raisedinemerging markets and 10% in rich- 
Es MEC a f a EE D A country markets; the International Mone- . 
r^ , , | | $8 5 tary Fund estimates that, by the first half of. 
Switzerland - 4 22 p 7 : 207 d: І 5 ` | this year, thesharein emerging markets w: 
“United States -01 +100 94 . | 44%—twice the share in richer economies. 
Euro-117 | 5 The share ОЁтмт sectors in new equity is- 
Trance 5.28, Ger : . | sues was: particularly large in both. ar 
meu Pam ied on to ei eo s "U^ | eas—75% in mature markets and 77% 
emerging ones. This upswing: reflec: 


STOCKMARKETS European stockmarkets were lifted this week by a rebound in technology | “scale of telecoms. privatisations and th 
| and telecoms shares after Italy's auction of third-generation wireless licences. Milan soared by | high valuations attached to such shares; th 
% and Paris by 5.5%. Positive earnings reports boosted the Dow by 3.5%. ` latter make it cheaper to raise money in the _ 
| stockmarkets than: through: public and 
ciii E one one record бес 31521999 | private credit. 


high — ínlocal  in$ 
, currency . terms. 
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(S&P 500) 
(Nasdaq Comp) 


























| Y 1 Stanley Capital International index includes individual markets listed above plus eight others, in dollar terms. 
"Salomon Smith Barney World Government Bond Index, total retum, in dollar terms. 


| TRADE, EXCHANGE RATES AND BUDGETS The euro scraped new record lows against the dollar and the: yeh in radin о! n October 25th. 
| The trade deficits in America and Britain narrowed in August to $29.4 billion and $3.4 billion, respectively, Britain had a trade surplus with the 
| EU for the first time since November 1995, despite the strength of sterling against the euro. DES 

Trade balance*, $bn. Current account Exchange rate BS dos -Currency units 


latest 12 $bn `. The Economist poil “rade-weighted? : per — balance 
months fatest 12 mths % of GDP, forecast Oct 25th year ago $ euro ¥100 % d wide ad 
2000 00 Oct ah year ago 


= 209 g7 E : oO 99 154. 277 160 179 . 18. 
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handise; Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. АП others cifffob. 19909100, Bank of England. OECD 
Not i adjusted, **New series, 
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@ FOOD SHORTAGES Hunger remains a 
“problem for 826m people worldwide—over 
95% of them in developing countries—ac- 
cording to'a new report on global food in- 
security. from the Food and Agriculture 
Organisation. Between 1979 and 1998, the 
proportion. of the population without 
enough to eat ballooned in Somalia, Af- 
ghanistan, Haiti, North Korea, Mongolia, 
Cubaand Iraq; war, natural disasters, econ- 
omic turmoil and collapsing agricultural 
systems took their toll. The depth of hunger 
varies between countries: the undernour- 
ished in Haiti, for example, are 450 kilocalo- 
ries short of the minimum dietary require- 
ments for good health, compared with a 
deficit of 200 kilocalories in Indonesia. 
More than 180 countries have pledged to 
halvethenumber of hungry people by 2015. 
А few, such as Ghana and Nigeria, have 
made progress. But the ranks of the under- 
nourished are shrinking by only 8m a year 
worldwide, a far cry from the annual re- 
duction of 20m needed to meet the target. 























Argentina 





ECONOMY Russia's industrial production grew by 7.2% in the year to September. In the same 
period Taiwan'sindüstrial output leapt by 16.5%. However, the rise partly reflected the previous 
year's exceptional downturn, caused when an earthquake struck. Hong Kong's consumer 
prices fell by 2.6% in the year to September, a year-on-year fall for the 23rd consecutive month. 





Latest 12 months, $bn 


% change on year earlier 










GDP industrial Consumer Trade Current Latest Year ago 
production prices balance account 
Н + 2 88 Sep +15 7 
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Hungary Hia. 93_ 
Poland — PB Bs Aj. a a 
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*Exchuding gold, except Singapore IMF definition. Year ending June. * "New series 








FINANCIAL MARKETS 
mours of ajoint venture between Hyundai Electronics and Intel helped drive Seoul up 5.5%. Po- 
litical uncertainties sent the Philippine peso to a record low against the dollar; it fell by 1.7%dur- 
ing the week. The Chilean peso also hit a historic low. 





she Currency units Interest rates Stockmarkets — — % changeon — —— 
o POS perf short-term Oct 25th __ Dec3isti1999 — 
Oct 25th yearago Oct 25th % p.a. one in local in$ 














Taiwan D 
Thailand 
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*inflation-adiusted fin dollar terms. 

Sources: National statistics offices, central banks and stock exchanges; Primark Datastream, EIU: Reuters; Warburg Dillon Read; J.P Morgan, Hong Kong 
Monetary Authority: Centre for Monitoring Indian Economy; FIEL; EFG—Hermes; Bank Leumi Le-israel; Standard Bank Group; Garanti Bank; Deutsche 
Bank; Russian Economic Trends ] 
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DEEP IN EXISTENTIAL THOUGHT 


DEEP IN EXPENSEREPORTS 


People on the same flight have different agendas. Our new World Business Class 

was designed to suit them all. This fall, we'll begin introducing new service with 55% 

more legroom and 150-degree recline, a digital audio system and meal service that 

defies airline standards. Fly on a round-trip World Business Class ticket and earn 10,000 
WorldPerks Bonus Miles. To register for this promotion, visit www.nwa.com/worldperksasia 
or call your local WorldPerks Service Center prior to departure. There’s always room for 
comfort on a long flight. We're clearing the way for more. 


few Otter begins October 1, 2000, through January 31, 2001. One-way travel earns 5,000 Bonus Miles. Restrictions apply. (©2000 Northwest Airlines, Inc 
OU 
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At HSBC we're open when you want us to be, not when it suits us. In 81 countries and territories, over 


23 million customers can contact us by telephone, computer, or in person. And, they'll always be met with the 
same simple, common sense approach to financial services. 


Wherever they are in the world, wherever they are in life, we'll always be saving them time, effort and money. 


HSBC «4X» 


YOUR WORLD OF FINANCIAL SERVICES 


Issued by HSBC Holdings plc 
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NOT FOR SALE 


INDIA'S NUKE 
DILEMMAS 
OUR CHOICE 
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pages 18 and 25-28 


The drift in Japan 
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71486702674 7 
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Fuelling the success of our clients 
makes us a winning team 


Deutsche Bank has again been voted the No.1 Investment Bank for Capital Raisin: 


AL FINANCING POLL 





In this poll of treasurers and financial officers at corporations, financial institutions, state agencies and 
Supranational organisations, respondents were asked to nominate banks providing the best service in 
capital raising and liability management. 


Liability Management 
No.2 Overall Risk Management 
No.1 Credit Derivatives - Service 
No.1 Exotic Options - Euro 
No.1 FX Spot & Forwards - Euro 
No.1 Forward Rate Agreements - Euro 
No.1 Short-terrn OTC Interest Rate Swaps 
(Euro & Yen) 
8 No.1 Providing Fair Value on Instruments 
Previously Sold 
No.2 Using the Internet to Raise Capital i& No.2 Credit Derivatives - Pricing & Ideas 
No.2 Raising Capital in the Emerging Markets # No.2 FX Spot & Forwards (USD & Yen) 





No.1 International Equity Offerings 


No.1 Euro-Straights 
No.1 Euro Floating Rate Notes 


No.1 Private Placements and Structured Notes 
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No.1 EMTN (Arrangers & Dealers) 
No.1 ECP (Arrangers & Dealers) 


No.1 Raising Capital in Europe 
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When business needs capital, Deutsche Bank comes 
through. 


Whether it's equities, fixed income or tools for managing 
risk, clients get the financing they need, in a package that 
grabs investors' attention. 


That's why we've been voted the No. 1 Investment Bank 
for Capital Raising ~ for the second year in a row. 


We've always believed that if we put our customers first, 
we would come out on top in global investment banking. 


Global performance in raising capital - another reason why 
Deutsche Bank is leading to results. 


GLOBAL PERFORMANCE 
leading to results’ 
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$1к —You note that for almost half 
of Pakistan's 53 years since inde- 
pendence, the country has been 
ruled by the army ("Pakistan's 
useless dictator", October 14th). 
These military rulers have been 
corrupt, have violated human 
rights and usually have curtailed 
the freedom of the press. How- 
ever, for the other half of the 
country's existence the ruling 
politicians have. been guilty of 
much the same. Also they manip- 
ulated blatantly the results of lo- 
cal and national elections and 
made every effort to subvert the 
democratic process to perpetuate 
their own rule. 
Pakistan's. people have the 
choice of being ruled by an 
‚ increasingly ineffectual dictator, 
or of reverting to the "demo- 
cratic" choices available. Both are 
rag-tag- assortments of crooks, 
‘headed Бу: groups who have 
never held internal party elec- 
tions and whose leaders, when in 
power, are themselves. no less 
than dictators. The people ai 
ing General Pervez M 
time to implement his scheme for 
the devolution of power to the 
grassroots so that they may have 
a choice other than to switch be- 
tween useless dictators and use- 
less. politicians. 
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Sig—General Musharraf has done 
<o a good job on at least three fronts 

сапа has to be commended. His 
new tax reforms will bring in 
-badly needed cash and reduce 
the budget deficit. The devolution 
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of power will change the century- 
old system established by the 
British and bring power to the 
districts. He has jailed a powerful 
politician and industrialist for not 
paying taxes and corruption. Pak- 
istan needs to keep him as long as 
they can, whether in a military 
uniform, or civilian. 


San Jose, 

California Jim BROWN 
etn vnc mab ip PIONEER TM НИЕ e lll 
Britishness 


Sig —Bagehot. (October 14th) ar- 
gues that the term "Britain" is a 
coded form of racism according 
to a report by the Commission on 
the Future of Multi-Ethnic Britain. 
The report says no such thing. It 
says that as the British population 
has been almost wholly white for 
centuries the terms "Britain" and 
"Britishness" are rightly equated 
with whiteness, and in this lim- 
ited sense have racial, not racist, 
connotations. Now that the 
population is ethnically mixed, 
we need to define Britishness in 
territorial and colour-blind terms. 
"Bagehot says that the report 
advocates quotas. In fact, it advo- 
cates targets, a very different 
thing. Bagehot also says that the 
report wants to rewrite the his- 
tory of Britain to comply with the 
social needs of the present. 
Wrong again. All it says is that the 
history of any country can be 
written in different ways, none 
definitive, and that we should en- 
courage diversity. 

Bagehot says that the report is 
statist and that citizens should 
progress on their own merit. 
Sadly, discrimination occurs in 
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many areas of life. Although the 
law by itself cannot eliminate it, 
we cannot do without the law ei- 
ther. There are also intergenera- 
tionally accumulated racial dis- 
advantages and they too need 
state action if merit is to flourish. 

BHIKHU PAREKH 


London House of Lords 


SiR—One of my favourite reads is 
Cyril Robinson's "England: a His- 
tory of British Progress from the 
Early Agés to the Present Day”, 
published in 1928. The book, writ- 
ten by a master of Winchester 
College and, І assume, devoured 
by the Roger Scrutons of the 
world in their youth, is an enter- 
taining “Boy's Own" tale of free- 
born Englishmen and their civi- 
lising mission among the 
“natives” of Ireland, India and 
beyond. The English are for the 
most part, like Clive, “astonished 
at [their] own moderation" on the 
world stage. The book would 
serve as a useful reminder to 
Bagehot, Mr Scruton and others, 
that history is always written in 
compliance with the social needs 
of the present. The question is, 
whose needs are served? 

Philadelphia Arista HOWARD 


Down the tubes 





SiR—You refer to the New York 
subway as a smelly, unreliable 
and sometimes scary transport 
system (“Metro madness”, Octo- 
ber 2151). When compared with 
the London Underground, the 
New York transit system is at least 
air-conditioned, which has a pos- 
itive impact on the smell. And 
rarely in New York would you 
wake up to a radio commentator 
listing the number of lines on 
which there are delays or stations 
closed by non-functional esca- 
lators. But scary I will grant you. 
London Jacques LONGERSTAEY 


Changing Chile 


Sig—Scandals are scandalous 
when anomalies go unchecked, 
But in Chile we are not about to 
risk our high transparency and 
non-corruption rating recently 
granted by Transparency Interna- 
tional. Being the best in the conti- 
nent requires us to act forcefully 
when something reprehensible 




















comes up. ! would like therefore 
to make three points in connec- 
tion with your recent article on 
Chile (“Stumbling to Chile's elec- 
tions", October 14th). 

First, the government reacted 
strongly, condemning the cases of 
excessive severance pay in some 
state-owned companies, and 
President Ricardo Lagos received 
the support of over 63% of the 
public for the way he handled the 
situation. Second, the debate over 
these issues has been open and 
frank both with the press and the 
public, showing that Chile is a 
sound and mature democracy ca- ` 
pable of handling critical mo- : 
ments. Third, this issue has 
helped strengthen regulatory and 
management tools in Chile, 
thereby reinforcing our interna- 
tional profile. 

The promise made Бу, the 
Chilean government to improve 
the quality of state administration 
is more alive than ever. A new, 
highly qualified generation is lay- 
ing the groundwork for our coun- 
try to operate efficiently in the 
global economy. As usual, crises 
offer opportunities for growth 
and prosperity. 

JOSE DE GREGORIO 
Santiago Minister of the economy 


Sin —Inexcusable as it is, Chile's 


latest scandal over public-em- 
ployee severance pay might be an 


unintended consequence of the 
countrys successful economic 
liberalisation. Often hailed as a 
paradigm. of market-oriented re- 
forms, Chile's thorough liberalisa- 
tion has come at a hefty price. 
Contracts containing unethically 
high severance payments are 
partly the result of a pervasive 
private-sector ethos (even where 
it is not appropriate). Running the 
state like a private company dur- 
ing the dictatorship seems to have 
injured more than human rights. 
Not only did General Augusto Pi- 
nochet implement reforms in a 
ruthless. fashion, he also suc- 
ceeded in eroding à long tradition 
of honest civil servants. 

Washington, DC PAULINA Bocaz 


Sik&—You make a clear point 
when stating that “well-qualified 
professionals may now think 
twice before accepting a public- 
sector job." This is yet another ar- 
gument for privatisation. If any of 
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The Pareto Frontier 


(Where no other feasible outcome is superior) 


If you are interested in a career in economics consulting, contact us at 
recruitment@frontier-economics.com 


www.frontier-economics.com 


Without teamwork, 
business can be just 
aleap of faith. 


Wren you dare to seize new markets, strategic partner- 
ships are the lifeline to the pipeline. You can help Arthur D. 
Little strategica ly assess risk management. And create new 
business models in an evolving e-business environment. 


More than ever, collaboration is essential to survival and 
sustained growth. Accelerate with the power and speed of 
e-business. Improve operation efficiencies. Transform 
business-as-usual into business-as-never-before. 


Optimize performance at every level with Ar-hur D. Little. 


For more information about a career at Arthur D. Little, please 
send an e-mail to: eurocareersGadlittle.com (for Europe) and 
careers@adlittle.com (for the rest of the world) 
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pensation paid would be: their 
own, and money collected 
through their privatisation could 
have been used for public spend- 
ing to benefit a larger and more 
needy part of the population 
than a few politically appointed 
managers. 

Cambridge, 

Massachusetts ^ GONZALO REYES 
- 














Genetic risks 


Sin—You suggest that genetically 
testing an individual's risk of de- 
veloping disease will result in a 
type of genomic fingerprint that 
could be used to determine a 
proper level of a health-insurance 
premium ("Insurance in the ge- 
vo netic age", October zist). This may 
Бе applicable to illnesses with a 
tight genetic linkage such as Hun- 
`... tington's- disease, but not to the 
majority of diseases where risks 
can only be assessed through a 
complex orchestration of the in- 
teraction of the relevant genes 
with each other and the environ- 
“ment. Such risk profiles may be 
unstable over time as an individ- 
ual ages, and changes in gene ac- 
tivation and physiological func- 
tion. occur to. compensate for the 
riginal risk. 

Ло link DNA with destiny ig- 
‘nores this fact, Scientists recognise 
that nature and nurture interact 
to co-determine risk. The funda- 
: mental idea behind providing af- 
^; fordable insurance remains to in- 
sure all.and pool risk. Taxation of 
‘the healthy to help the genetically 
unfortunate merely. redistributes 
` health-care costs. Creating insur- 
ance policies that provide genetic 
insurance against the possibility 
vs of unfavourable genetic testing 

`. Simply -redistributes risk, and 

places a tremendous burden on 
an individual of living with the 
mandated knowledge of genetic 
test results. Governments com- 
^ pensating an individual's family 
. for his “genetically pre-destined", 
premature death, provide neither 
à hedge against personal risk, nor 

* a particular sense of comfort. 
DANIEL HOLSCHNEIDER 
University of 
Southern California 














Los Angeles 


Sig—Over the long-term, gov- 
emments will not need to nurture 
the "genetically unfortunate", The 
inevitable result. of enabling 
insurers' access to genetic in- 
formation is that economic and 
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‘the firms involved were in the. 
private sector today the com- 


evol utionary forces will unite to. 
` resolve the issue. If an undesirable 


trait such as the gene responsible 
for Huntington’s disease leads not 
only to a less fit but also an un- 
insurable individual, then there 
will be strong monetary and evo- 
lutionary pressure. to. eliminate 
such genes from the population. 
Genetic technologies will proba- 
bly expedite this. Arguably, this is 
a defining moment (for good or 
for bad?) in humankind's his- 
tory--the evolution of our species 
will be henceforth strongly corre- 
lated to market forces. 

Amsterdam JONATHAN SUK 


Missed opportunity? 


Sig —Unjust as the deal offered to 
the Palestinians was, they should 
have accepted and got on with 
their lives ("Can it fly?”, October 
zist). They would then benefit 
from improved economic condi- 
tions, elimination of the daily hu- 
miliations of Israeli checkpoints, 
and gain a country of their own 
with international recognition. 
Yet we should not forget with 
whom we are dealing. When you 
describe the Israeli leader as a 
“democrat”, how many Israeli 
Muslims and Christians would 
agree? 

Manassas, 


PAUL MATHIEU 


Sin—You observe that “most of 
the world holds [Israel] responsi- 
ble for provoking the latest vio- 
lence”, and that what matters 
now is not how the violence 
started, but “the manner in which 
it gathered strength.” I would ar- 
gue that the two are causally 
linked. What would be the point 
of Palestinians continually attack- 
ing Israeli army positions if not to 
vilify Israel in world opinion? I 
am sure you do not believe that 
the Palestinian leaders think they 
will defeat Israel militarily. How- 
ever, the sight of young Palestin- 
ians losing life and limb fighting a 
hopeless battle against the Israeli 
Goliath has rapidly brought tre- 
mendous international pressure 
down on Israel. The lesson is not 
lost on Yasser Arafat. 

Toronto JASON ADELMAN 


Si&— You mention anti-Semitism 
in the Arab media as a hurdle to 
the peace process. Are Arabs 
themselves not Semitic? The Arab 
sentiment is more accurately 
characterised as anti-Zionist or 






гасе but on religion and politics. 
The Nazis: were anti-Semitic, the 
Arabs are anti-Zionist. They are 
not synonymous. 

New York MARK BENTLEY 
————————str—— — MáÀ | 


Patently obvious 


Sig—You make a highly flawed 
argument by only selectively 
commenting on prices and pat- 
ents in the global drug market ("A 
problem of patents", September 
3oth) and completely ignoring the 
heavy discounts on patented 
drugs, including arps drugs and 
vaccines, to the poorest countries. 
You omit any mention of major 
drug-donation commitments 
without time or volume limits for 
diseases that would otherwise be 
unchecked—for example, river 
blindness, lymphatic filariasis, 
AIDS. You also ignore joint UN 
agency and industry efforts now 
under way to attack the spread of 
AIDS in Africa. 

No mention is made that even 
generics are still unaffordable to 
many in Africa and Asia, and ge- 
neric companies are in no condi- 
tion and have no global infra- 
structure to discount heavily or 
donate products on a scale com- 
parable to companies involved in 
research and development. Also, 
discounted prices by these firms 
in the poorest countries are com- 
parable to those offered by ge- 
neric firms. 

Patents that are adopted uni- 
versally will ensure that there will 
eventually be cures and vaccines 
for aips, malaria and tuberculo- 
sis. Perhaps these cures and vac- 
cines will come from Indian, Ko- 
rean, Chinese or Argentinian 
companies. How can this likeli- 
hood be deemed a "problem"? 
Patents indeed create dynamic 
competition among companies in 
providing new drug and vaccine 
cures, and thus are the solution to 
today's and tomorrow's health- 
care woes. 

Dr Harvey BALE 
Director-general 
International Federation 
of Pharmaceutical 
Manufacturers 
Associations 

а 


Geneva 





Copying mistakes 


Si&— Your article on Rank Xerox 
saddened me for two reasons 
(“Xerox’s paper tiger", October 
7th). You both relate the tragic de- 


ty to- dine of а once-great company 
wards israeli jewsi is not based on - 








and unjustifiably savage Paul Al- 
laire. | was chairman of the com- 
pany during Mr Allaire's tenure as 
managing director and de facto 
chief executive in the early 1980s. 

Thirty years ago, Xerox was at 
its zenith in terms of achievement 
and share price. However, im- 
pending competition and the 
need to exploit the brilliant devel- 
opments of Xerox's research de- 
manded masterly diplomacy to 
moderate Wall Street’s growth 
expectations and secure invest- 
ment in new products. In fact, Xe- 
rox declared a commitment to an 
unrealistically high compound 
profit growth which put pressure 
on the established copier busi- 
ness and prevented а whole- 
hearted commitment to new 
developments. The company's re- 
searchers were working on the 
mouse, graphic interface and laser 
printer among other projects. Nei- 
ther the graphic printer nor the 
laser printer received enough 
funding to be brought to market 
other than in specialised form 
and the initiative was lost to com- 
petitors. Instead, Xerox bought a 
computer company and later a 
risk insurance business. Both 
were costly mistakes. 

By the time Mr Allaire became 
chairman and ско, Xerox was 
facing severe problems оп a num- 
ber of fronts, nearly all of which 
he overcame. You acknowledge 
that Xerox's share price rose pro- 
gressively over the eight years of 
his chairmanship. He can per- 
haps share the blame with the 
board for selecting the wrong per- 


„Son. to succeed him but your in- 


ference that he should have over- 
seen and countered the plans of 
his successor assumes that he re- 
mained. ско in reality. This was 
not the case and nor should it 
have been so. You give too little 
credit to the man who was Xe- 
rox’s corporate saviour. 


Swindon, HAMISH 
Wiltshire OnR-EwiNG 
ИНЕ КЕРГЕННЕН ЕЕЕ РИНЕН اق‎ 
Using protection 


Six —Robert Frost (Letters, Octo- 
ber 14th) overlooks alternative 
uses for the 752,000 condoms pro- 
vided for the athletes at the Syd- 
ney Olympic games. Large num- 
bers would have been employed 
as water bombs, Others would 
have been taken back to northern 
climates to protect cucumbers 
from the autumn chill. 

Ottawa JOHN GILBERT 
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Organisation is the 


mother of creation. 















From Global 500 industrial firms to dot.com 
start-ups, McKinsey. & Company helps clients 
across the globe improve their businesses and 
seize the opportunities created by change. 


Building on our conviction that organisation, 
strategy and execution are inseparable drivers of 
а company's future, our Leadership and 
Organisation Practice helps companies accelerate 
their on-going evolution. We focus on issues such 
as leadership, talent, knowledge management, 
top team alignment and organisation design, to 
help clients achieve the transformation of their 
companies, networks and markets. 


As an associate, you'll play a leading part in 
helping our clients and you'll have high-level 
access to some of the world's most fascinating 
companies. You'll also help us to develop the 
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JOIN OUR EUROPEAN LEADERSHIP & ORGANISATION PRACTICE 


practice, working with colleagues and leading 
academics from around the globe and promoting 
our reputation. : 


You will need an outstanding record of success 
in line management or consulting, arid in acting 
as a catalyst of change at the highest level of 
management. Educated to Masters/MBA/PhD. 
level, you'll combine a leading-edge knowlecge 
of organisational theory with exceptional 
communication and influencing skills and 
outstanding problem-solving capabilities. 


Please contact Jo Wellstead on 020 7629 4151 
or write to her at Jo Wellstead Associates, 
Empire House, 175 Piccadilly, Mayfair, 

London W1V OTB. Email: jo@jowellstead.co.uk 


www.mckinsey.co.uk 


McKinsey &Company 


EUROPEAN CENTRAL BANK 


The European. Central Bank: (ECB), established in Frankfurt am Main on | June 1998, is seeking to fill the vacancy detailed below | in the 
Directorate Secretariat and Language Services. 


The ECB has its own 1 terms aid conditions: of employment, including a competitive an structure, retirement plan, health insurance and 


- “ENGLISH MOTHER TONGUE - 


(Reference: ECB/003/01/TE) 


f translations into English of (a) lel i instrumetits adopted by the national central banks of participating Member States for the 

ion of ECB legal instruments and (b) draft legislative provisions prepared by individual Member States. 
* Establishment of the methodology and procedures for the review of draft ECB legal instruments in all their required language versions 
» for: legal, linguistic and terminological consistency in order to ensure the equally binding legal effect of the instruments throughout 


n of assistance to the translation units of the Bank of England and the Central Bank of Ireland with regard to legal texts. 
. Contributing, as required, to the general legal work of the ECB 
* A degree in law obtained at a British or Irish university. 
`. Relevant professional experience, preferably of working as a legal/linguistic expert at a Community institution, or with a comparable profile in 

private practice or in the legal department of a financial institution or public body in the respective national jurisdiction. 

+ А good working knowledge of Community law. 

isti lificati 

* Aperfect command of English. 

* Anexcellent written and spoken command of at least two other official Community languages. 

* Proven ability to translate legal texts; a diploma in translation and professional translation experience in the legal field would be 
an advantage. | 

* Strong interpersonal and communication skills; self-motivation and the ability to work as part of a team are very important. 

* A-sound background knowledge of financial and economic affairs. 

+ Advanced PC skills and a practical knowledge of standard MS Office applications are essential. Familiarity. with legal terminology databases 
(e.g. Celex, Eurodicautom), with a terminology management package such as TRADOS MultiTerm and translation memory software such 
as TRADOS Translator's Workbench would be an advantage. 


Applications oo 

Applications should be submitted in English and include a covering letter, a curriculum vitae and a recent photograph, together with references 
confirming the required experience and skills. They should be addressed, quoting the reference number, to the European Central Bank, 
Directorate Personnel, Postfach 16 03 19, D-60066 Frankfurt am Main and should reach us no later than 23 November 2000. Applications 
will be treated in the stricte t.confidence and will not be returned. 


To meet the deadline, applications. may be sent beforehand by fax to fax number +49 69 1344 - 7979. However, this is not a substitute for 
the original, which must till be submitted by post... 


This: vacancy is also pub ished on Internet: http: уулы, ecb.int but applications should only be submitted by post. 
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‘This is your opportunity to influence change in the Civil Service while ensuring 


that the core values are maintained.’ — 


Baroness Prashar CBE 


APPOINTMENT OF COMMISSIONERS 


Circa £12k pa 


As part of the Modernising Government reforms, the Civil Service is secking 
to be more outward facing, with a wider range of opportunities for people 
to enter at all levels. At the highest levels — the top 3,000 posts in the Senior 
Civil Service 


made by open recruitment competitions. 


last vear saw a 4895 increase in the number of appointments 


The Civil Service Commissioners have a key role to play in these reforms. 
The Commissioners — who are appointed directly by 
HM The Queen, are not civil servants and are independent 
of Ministers — have the legal responsibility of ensuring that 
appointments to the Civil Service — at all levels — are made 
solely on merit on the basis of fair and open competition, 
which is a cornerstone of a professional, permanent and 
apolitical Service, At the most senior levels, the Com- 
missioners, led by the First Commissioner Baroness Prashar, help the Service 
to recruit people with the skills and diversity of experience needed for today 
and for the future. They also uphold the arrangements for w histleblowing by 
civil servants set out in the Civil Service Code. 

To allow for an expansion in workload and some of the nine current 
Commissioners completing their term of service, up to twelve new 
Commissioners are sought to take up appointment during ex 


(some appointees may not take up their full duties until the second 


The Civil Service Commissioners 


m. 


2-8 days per month 


half of the year), Commissioners chair competitions for recruitment to the 
Senior Civil Service and contribute in monthly Commissioners’ meetings to 
the development of policy anc practice; they may also audit a Department's 
junior or middle-level recruitment procedures or hear appeals under the 
Civil Service Code. 
Commissioners are people with track records of distinguished achievement 
in diverse fields — in the public, private, academic or 
voluntary sectors ~ whose insights and experience carry 
authority. Chairing skills, intellect, mature judgement, 
integrity and the ability to be politically impartial are 
fundamental. Candidates must have significant experience 
in making senior appointments and a commitment to 
good practice, selection on merit and equal opportunities. 
While it is helpful for some Commissioners to have prior knowledge of the 
Civil Service and/or HR qualifications, applications from candidates with 
different backgrounds are warmly welcomed. 


To receive an information pack with fuller details including a person 
specification and how to apply, please telephone the advisers below on 
020 7576 6503 (24 hours) quoting reference DCXH/E not 
later than 22 November 2000. Applications will close on 

30 November 2000. 


Opportunities Within the 


Strategic Management Group 
This is a critical fime to help us shape the foce of Pfizer os a key member of 
the Strategic Management Group. We're seeking creative, insightful leaders 
with excellent interpersonal and team skills to provide expert strategic advice 
that will enhance our R&D process and business operations by taking the 
following actions: 
* Develop strategic long-range plans 
© Identify and plan for future trends and opportunities os well 
as resolve future threats 
© Provide guidance in setting strategic direction to R&D teams 
© Communicate ideas and recommendations effectively to the 
highest levels of management 
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Í ARC 


ADVERTISED RECHUITMENT AND CONSULTANCY 
A PRACTICE WITHIN SAXTON BAMPFYLOE HEVER ^j 


challenge innovation teamwork 


The Face of Pfizer 


careers that matter 


A the forefront of our industry, Pfizer Global Research and Development is poised to make major contributions to improve 
the health and quality of life of people around the globe. Our research and development budget of $4.7 billion gives our 
dedicated staff the resources they need to bolster our portfolio, which now includes eight S1-billion prescription medicines and 
the world's most comprehensive animal health business. Also driving our continuing success is the power of the industry's best 


sales, marketing and manufacturing operations. 


To fulfill these crucial functions successfully, you'll need о BA/BS ond on 
odvonced business degree or оп advanced science degree (MS, PhD, or MD) 
in a relevant discipline. You'll also bring 5 yeors experience (10 years 
preferred) in pharmaceutical R&D, ог several years of management consulting 
or business strategy experience combined with ot least 3 years of additional 
relevont experience. Beyond this, you'll offer several unique qualities: 
* Demonstrated leadership and vision 
* Strategic and creative thinking 
© Excellent analytical and project management skills 
© The courage to challenge the status quo ond make 

change happen 
© Proficiency in influencing others to achieve buy in 
© The ability to quickly assess and work within 

difficult situations 


If yeu con envision applying your knowledge, skills, and creativity 
towcrd shaping Pfizer's future, fol агана You'll be 
reworded by working in an exciting environment with some of the 
le ange) se papa ИН 
per ga di encourage applicants to apply 

onlire through our website. Or you can mail your resume to PGRD, Ad 
Code: 0012245MG, i fis ntis P. Box 25, Findlay, OH 
45839. An Equal Opportunity , Pfizer offers a workplace rich 
in diversity and potential. www.pfizer.com 
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Life is our life's work. 





Build an On-Line Travel Portal.... 


orporation 
y | European Airlines 
Based in Central London. 


The internet is changing the world of dis increasing 
customer expectations of choice, speed and 
convenience. 


A new independent on-line travel portal, backed by 
aopean airlines, will meet this challenge. И will 
op shop’ travel experience, from 1 the initial 


rvations, journeys and customer-service. 
To become the market leader, we are building a world- 
class team and need people in the following areas: 
Nene men 


Alitalia British Airwa 


















Senior Private Sector Advisor 


United States Agency for International 
Development (USAID) 


Amman, Jordan ‘apy 






The Position: The position is.a U.S. Personal Services 
Contract for an initial period of 2 years, with options to 
renew. The advisor is responsible for USAID program 
`: activities to develop increased access to business services in 
“Jordan. A key program objective is to foster the growth of 
micro, small and medium enterprises. The advisor serves as 
an expert. on the formulation, design and management of 
a wide range of private sector and business development 
activities, including microfinance, firm-level assistance, and 
assistance programs in the industry and service sectors. For 
further information, see: 
www.usaid.gov/procurement_bus_opp_/ prey d solicit 
The position is classified at the GS-14 level ($65,983 to 
$85,774). 










Requirements: U.S. Citizen. Masters Degree in business, 
finance, international economic development or other 
relevant field: At least 10 years of directly relevant 
experience is required in.business development for micro, 
small. and medium enterprises. A broad knowledge of 
microfinance and economic policy reform issues is essential. 
Successful overseas management experience with USAID is 
highly desirable. Outstanding interpersonal, teamwork and 
communications skills are required. 












Application: Send SF171 and detailed. CV to Ms. Rula 
Omeish, USAID, Regional Contracting Office, е 

Embassy/Amman, Fax No; 962-6-592-0143, or by email to 
pscjordan@usaid.gov no later than November 30, 2000. 





Mar ting & ¢ Operations 


















Inspirational 
Journey of a Lifetime 


Finance 


Business Development & Account 


se are unique opportunities for those 
with the vision, skills and passion to meet 
the challenge ahead. Inspired? ,.. Visi 
recruitment website for detai 

available roles. Apply on-line to 

Jerry Goldsmith and Michael Hay at 
www.travelportaljobs.com 

Get on board now for the 
inspirational journey of a lifetime! 


KLM Lufthansa 






Wireless consultants 
£40-60k + bonus + benefits + Central London 













Move to a position of influence! Join Europe's largest independent 
telecoms, IT and e-cornmerce adviser. Qvurn's worldwide team is 
growing rapidly and profitably ~ currently at 40% per annum. 


We require Consultants with significant experience of business 
planning and financial modelling in the wireless markets. You will 
manage consulting, strategy and business planning projects and 
develop strategic methodol logies and models to support our 
consulting activities, : 


You will have at least three years experience in а consultancy or an 
operator. Your experience to date will include strategy consulting in 
the mobile industry, including GSM, 2.5G and UMTS. 


You will have excellent project rnanagement skills and be able to 
produce outstanding work against tight deadlines; You will convey 
ideas well and have the authority to impress our clients. 


We offer attractive remuneration packages, share equity, the | 
opportunity to work overseas, an excellent career path, and a highly | 
professional yet informal working environment. | 


Learn more about us and review our career opportunities at our 
web site. 


Ifyou want to make a difference to your industry please e-mail your 
cover letter and detailed CV to personnelGovum.com, or write to: 


Ms. Sabi Farooqi, Personnel Officer 
Омат Ltd, Cardinal Tower 
12 Farringdon Road, London ЕСІМ 3HS 


wWww.Oovum.com 


Owm 
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sn't it amazinc 
often playi 
atch up gets 


called innova 


in Munich, Paris, London- 


(and San Francisco, New York, Chicago, Boston, Dallas, Sili ilicon Valle 
_ Singapore, Los Angeles, New Jersey, Tokyo and Austin n. 


INNOVATE FOR NOAT S NE 


It's one of those words that gets bandied around all the time. 
But only а few companies are actually doing it. We are one of 
them. Our success has broken all expectations, with excellent 
figures showing tremendous growth ~ no wonder the 
competition are saying anything to try and make up ground. 
Thanks to our rapid progress; we-have several outstanding 
opportunities for exceptional people; individuals who know 
how to get a deal and how to close it. So if you want to pull 
away from the rest, this is the place to be. 


STRATEGISTS 


You'll help our clients to rapidly develop. their e-business 
strategy. It's a senior role that takes. plenty of thought 
leadership, as you'll be conceiving and planning the ideal 
tactics for any given business. You'll lead an interdisciplinary 
team (business, CE and technical) and explore hypotheses 
about market and business play opportunities. This is a task 
that calls for sound knowledge of the challenges that face 
companies who are striving to achieve their e-business visions. 
You'll also need excellent presentation skills to explain your 
vision and logic to clients. 


ENGAGEMENT MANAGERS 


Every client relationship needs to be nurtured and developed. 
You'll be the person responsible — at least for some of our 
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- STRATEGISTS & ENGAGEMENT MANAGERS 


accounts. You'll define work into projects and ensure a project 


. lead is assigned to each. Looking after invoices and payment 


will also. be up to you as will ultimate client satisfaction. You'll 
need vertical industry experience and the people management 
skills to keep your team fully motivated. and raring to go. 
Stamina and energy are must haves because you'll be expected 
to withstand intense projects. 

We won't beat around the bush. These are senior roles that 
require serious talent. However, we guarantee that there is 
simply no better place for your skills right.now. So if you'd like 
to apply, please send your CV, stating the role and preferred 
location, quoting reference EC311 to: 
BeLegendary-in-london@scient.com 

BeLegendary-in-munich @scient.com 

BeLegendary-in-paris @ scient.com 


For other career opportunities see: http;//www.scient.com 


AV 


scient. 





EUROPEAN CENTRAL BANK 


The European Central Bank (ECB), established in Frankfurt am Main on.1 June 1998, is seeking to fill the vacancy detailed below in the 
Directorate Secretariat ard Language Services. 


The ECB has its own terms and conditions of employment, including a competitive salary structure, retirement plan, health insurance and 
relocation benefits. Candidates must be nationals of a Member State of the European Union. 


LEGAL/LINGUISTIC EXPERT (,,JURISTE-LINGUISTE”) 
-~ FRENCH MOTHER TONGUE - 


(Reference: ECB/004/01/TE) 


inguiste Unit within the Secretariat Division of the European Central Bank (ECB) is responsible for the linguistic regime of the 
gard to the preparation; adoption апа notification of ECB legal acts and instruments in the official Community 1 anguages, for 
he review of such texts for legal, linguistic and terminological consistency and for maintaining a legal terminology database. The 
guiste Unit is also responsible for arranging for the publication of ECB legal acts in the Official Journal of the European Communities, 
and for the compilation and publication of the ,Compendium", a collection of ECB legal instruments, 
The ECB currently has a vacancy for a juriste-linguiste of French mother tongue whose duties will include: 
. Tra lation into Fenoli of dratt ECB legal instruments and court proceedings prepared in English. 


ment of the methodology and procedures for the review of draft ECB legal instruments in all their required language versions 
al, linguistic and terminological consistency in order to ensure the equally binding legal effect of the instruments throughout 
Community. 
assistance to the translation units of the Banque de France, the Banque centrale du Luxembourg and the Nationale Bank van ` 
que Nationale de Belgique with regard to legal texts. 
ng, às required, to the general legal work of the ECB. 
Qualifications and experience 
Legal qualifications 
+ A university degree in law obtained at a French speaking university in Europe. 
» Relevant professional experience, preferably of working as a juriste-linguiste ata Community institution, or with a comparable profile in private 
practice or in the legal department of a financial institution or public body in the respective national jurisdiction. 
* A good working knowledge of Community law. 
Linguistic qualifications 
* Aperfect command of French. 
* An university-level academic qualification in English and a second.Community language, and an excellent written and spoken command 
of both of these languages. 
* Proven ability to translate legal texts; a diploma in translation and professional translation experience in the legal field would be 
an advantage. 
* A good knowledge of further official Community languages would be an advantage. 


Further general qualifications 

* Strong interpersonal and communication skills; self-motivation and the ability to work as part of a team are very important. 

* A sound background knowledge of financial and economic affairs. 

* Advanced PC skills and a practical knowledge of standard MS Office applications are essential. Familiarity with legal terminology databases 
(e.g. Celex, Eurodicautom), with a terminology management package such as TRADOS MultiTerm and translation memory software such 
as TRADOS Translator's Workbench would be an advantage. 


Applications 
Applications should be submitted in English and include a covering letter, a curriculum vitae and a recent photograph, together with references 
confirming the required experience and skills. They should be addressed, quoting the reference number, to the European. Central Bank, 


Directorate Personnel, Postfach 16 03 19, D-60066 Frankfurt am Main and should reach us no later than 23 November 2000. Applications 
will be treated in the strictest confidence and will not be returned. 








To meet the deadline, applications may be sent beforehand by fax to fax number +49 69 1344 - 7979. However, this is not a substitute for 
the original, which must still be submitted by post. 


This vacancy is also published on Internet: http://www.ecb.int but applications should only be submitted by post. 
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www.patek.com 








ADVERTISEMENT FOR A POSITION IN 
AN INTERNATIONAL FINANCIAL INSTITUTION 






SA fast growing International Financial Institution with geographically ^ dispersed 
operations in international banking and mandated to promote cross border trade requires 
| "the services of a suitably qualified and experienced person to fill an exciting and highly 
challenging Accounting Officer position 







Qualifications: 
Entry into the organization's senior professional class requires that the appointee holds a 
superior first degree (that is not below а second class lower honours degree) from а 
leading University in either Economics, Finance, Accountancy, Computer Science, 
Business Administration or other cognate disciplines. Appointee must. also hold higher 
degree (Masters or Doctorate or equivalent) in any of the above disciplines. The position 
also requires that the appointee holds internationally recognized professional accounting 
qualification such as ACA/CPA/ACCA/CMA, Training obtained in а "Big Five" 
firm, while not required, would be useful. An appointee must be fluent in 
ach with a working knowledge of the other. Knowledge of Arabic and/or 
e will be a definite advantage. Strong computer literacy (Microsoft Excel, MS 
| .o etc.) is also required. Adaptability, flexibility and ability to operate in a 
comulticultaral/multinational environment is a prerequisite. 















Experience: 
Minimum of five years post professional qualification experience obtained in a leading 
"institution in the following areas: Management accounting, financial accounting, treasury 
^management, loans accounting, financial systems implementation, and liaising with 
“internal and external auditors, Knowledge of banking would be an advantage. 







dering that the Organization has African operations and activities elsewhere, the 
appointee should he ready to work in a wide range of locations in and outside Africa. 
Remuneration: 


The above position attracts excellent tax free remuneration and other incentives for the 
right candidate. 









Interested candidates should send their resume and CV to the address below no later than 
20! November 2000. 







Box 4112 
The Economist 
25 St, James's Street 
London 
SWIA IHG 


‘Only shortlisted candidates will be contacted. 
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Announcement to all 


owners of Patek Philippe watches. 


“یچم سے 


To mark the end of the twentieth century, Philippe Stern, President of Patek Philippe, has de 
owners of Patek Philippe watches with a unique gift: the opportunity to own one of the last teni 
created by the company in the twentieth century, and engraved as such. 


All ten watches ~ ref. 5054 - will be presented personally by Philippe Stern, to those selected, ага special гес 
the opening of Patek Philippe's Watchmaking Treasures Museum. This will take place in autumn 200r. ; 


All we ask is that you send us the reference, case and movement numbers of the Patek Philippe watches that 
you own and purchased prior to January ist 2000, along with your name, address and the name of your preferred 
Patek Philippe retailer. You will have as many possibilities to be selected. as the number of watches that you own. 
This information should preferably be. registered on the Patek Philippe website, or sent to us via fax or mail before 
December jist 2000, using the relevant addresses listed below. 


Philippe Stern would like to take this opportunity to thank ali those who, through their custom and loyalty, have helped to 
ensure that Patek Philippe will continue to practice its unique approach to the art of fine watchmaking for future generations. 


kd 


PATEK PHILIPPE 
GENEVE 


Begin your own tradition. 
Patek Philippe S.A., Р.О, Box 2654, 122 Geneva 2, Switzerland 0 
Please see the Patek Philippe website for Terms and Condit ns. 

































Fax: ч) 21.884 2060. 















Health and Population GROUP EUROPE | 
Solutions 
for the 21st Century 




















Condom Social Marketing - China 


Futures Group Europe. isa health management consulting: 
company that designs, manages and evaluates reproductive: 
health and population programmes worldwide. 









As part of the Government of China's response to HIV/AIDS, we. : 
are implementing a DFID-funded project to premote condom use 
among vulnerable groups in China. : 























We are looking for ап. exceptional person to manage this. 

innovative public/private. partnership. You must have. good: 
marketing and project management experience, while knowledge 
of social marketing, reproductive health and Mandarin will bean 
advantage. 








Above all you will be a self-starter with a. proven record of gettin; 
things done, who wants. the challenge of using. private secto 
approaches to overcome one of today's greatest threats to-pub 
health. This is an immediate posting for a two-year contract. 














Email or fax your CV with covering letter to Sally Harlow 


E-mail: s.harlow@tfgi.com 
Fax: +44(0)1225-443656 — www.fgeurope.com 











Closing date: November 15th 2000 














on DE 
UNHCR 
the UN refugee agency 


UNITED NATIONS HIGH | 
COMMISSIONER FOR REFUGEES 


Geneva, Switzerland 


Privatisation experts 


International consultancy group — £45K to £60K + car + benefits 


PKF is the eighth largest firm of accountants and business advisors in 
the UK, with more than 1,600 partners and staff operating from over 25 
offices around the country. We are a member of the PKF International 
Association, which has more than 8,000 personnel operating in over 
110 countries around the world. 


















Due to expansion, our London-based international projects consultancy 
group is seeking consultants with privatisation, restructuríng, due 
diligence-and general financial experience gained in developing nation 
and emerging market environments. Depending on experience, the 
roles will combine marketing, project identification and tendering, 
project management and technical responsibility for multi-disciplinary 
project teams. The positions will involve extensive overseas travel. 

















SENIOR PHYSICAL PLANNER 
(Post No. 282003, P-4) 



















The United Nations High. Commissioner for Refugees. (UNHCR), 
seeks a SENIOR PHYSICAL. PLANNER (P-4) for its Engineering & 
Environmental Services Section (EESS), based in Geneva. 


Candidates should come preferably from a finance background. They 
should have à degree qualification, hold membership of a relevant and 
recognised professional institute, be London-based and an EU national. 














The incumbent. will directly report to the Chief, EESS. S/he will be 
responsible to provide UNHCR with expert technical support and 
advice on activities within the physical planning sector and related 
technical sectors as an integral part of refugee programmes as 
“specified below: 


We are also looking to expand our database of independent sub- 
contractors in these and associated fields. Consultants interested in 
being registered for both short and long-term assignments are invited 


to respond. 













To apply, please write with your CV and contact 
details to Philip Welply, HR, PKF, New Garden 
House, 78 Hatton Garden, London EC1N 8JA 

or e-mail philip.welply@uk.pkf.com by 

20 November 2000. 






SÜ provide technical guidance and support in all matters 
concerning physical planning, including shelter issues; 





‘formulate and update guidelines for project cycle; prepare 
working manuals and formats; formulate basic policies; 


review, monitor and evaluate the maintenance and 
development of activities within physical planning sector for 
operations under emergency, care and maintenance and 
:durable solutions. 

maintain up-to-date information and co-ordinate working 
relations with external partners on technologies or services of 
relevance to UNHCR's programmes; 

Û actas focal point and ‘co-ordinate all UNHCR activities within 
the: physical. planning sector, and. participate in training 
workshops/seminars on behalf of EESS or UNHCR as a whole; 

















ECONOMIC POLICY RESEARCH 
CENTRE 
(EPRC) - KAMPALA 









The Economic Policy Research Centre (EPRC) is Uganda's leading economic 
research institution. Founded in 1994, EPRC has established itself as.a leading 
research institution in the East African region, 


i provide technical and practical guidance to technicians at field 
level in. the form of technical briefings and advise on 
procurement requirements related to physical planning/ 
construction projects; 








The Centre is searching for a reputable professional to fill the position of 
Executive Director. 


Duties 

* Provide intellectual leadership in policy research, 

* Steer the Centre's research priorities towards contemporary national, 
regional and international economic issues, 

* Pursue collaborative research and capacity building programs with 
universities and policy oriented institutions around the world. 


organize, support, monitor, assess, evaluate and follow-up on 
technical, consultancies made for EESS or for specific 
programmes. 


















Qualifications: Advanced university degree in civil engineering, 





physical planning or any other related discipline (post-graduate 
level). A minimum of ten years working experience in the related 
field in developing countries together with at least five years 
experience with an international organization. 












Languages: Fluency in English essential, with good knowledge of 
French desirable. 











Applications: Full-curriculum vitae, including nationality, age, and 
references, should be sent to: Vacancy Management Unit (ref: GP), 
UNHCR, Case Postale 2500,.1211 Geneva 2 Dépôt, Switzerland. Fax 
No. (+41 22) 739-7322; or e-mail HQPES2@UNHCR.CH. Applications 
should be received by 27 November 2000. 













UNHCR encourages qualified women to apply. Acknowledgments 
will. only -be sent to ‘short-listed. candidates under serious 
consideration. : 














* Actively engage in mobilizing research and institutional development 
funding. 

* Maintain strong relationships with funding agencies, the Centre's Board 
of Management, research staff, and users of research output; 


Requirements 

* Excellent academic background with a Ph.D. in economics. 

* Proven knowledge of applied macroeconometrics. 

* Outstanding experience in analyzing development challenges. of 
developing economies. 

* Strong peer-reviewed publication track record. 

* Proven ability to mobilize and manage research funds. 

* Exceptional leadership and innovation traits. 


The successful candidate will be offered a four-year renewable term with a 
competitive compensation package. Submit а cover letter, CV and names and 
addresses of three referees not later than November 28th. 2000 to; 
‘The Chair, Board of Management 
Economic Policy Research Centre 
51 Pool Road Makerere Campus 
P.O. Box 7841, Kampala, Uganda 
Fax: 256-41-541022, | E-mailiepre@epre.onug 
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It's a small world after all. 


ENHANCED FEATURES INCLUDING: 


Global Perspective & Opinion • Recent Economist Articles • Breaking News 
Economist Archives & Web Research • Global Market Data & Stock Lookup • Foreign Exchange Tools 
Weekly Newsletter E-mails • Printer Friendly Articles • Weekly Mobile Edition 


Economist.com 





ES SBC Bank ineat | 


n docounis are available: of request: Although income is paid free 
j is тапете to another county. Your tax position wi | depend on your. personal tircumstances and you may wish to seek guidance 

“from your tax adviser. Pi d note, tax legislation and practice may change. This advert does тк constitute an invitation to puy ot the solicitation of an: offer to sell seci 
Г person to whom it is unlawful to make such an offer or solicitation in such jurisdiction. 


i85 or make deposits in any jurisdiction to any 
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offshore banking - wherever you are 


or call our offshore banking centre in Jersey on 
Tel +44 1534 616 111 Fax +44 1534 616 222 - 24 hours a day 


HSBC <> 


YOUR WORLD OF FINANCIAL SERVICES 





sued by HSBC Bank International Limited 3EC1400 
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` The drift in Japan 


OBODY expects mub йот the ageing 
leaders of the Liberal Democratic Party 
(Lor), which rules Japan at the head of a rag- 
tag coalition government. But even by the 
грр rock-bottom standards, the three- 
month-old cabinet of Yoshiro Mori, Japan's 
bumbling prime minister, is turning into a bit 
of a shocker. Bits of Mr Mori's own party are 
-in open revolt. The newspapers loathe him. 
His only friend in the cabinet, Hidenao Naka- 
gawa, has just been felled by sex and money 
'scandals. Not since the late 1980s, in the twi- 
light of the Lpe’s long monopoly on power, 
has a Japanese prime minister been so un- 
popular with the public. Yet on the poor man 
staggers, a public punch-bag kept dangling in place by the 
cynical calculations of those who really run the party. So bad 
are the Lpp’s prospects that nobody wants his job just yet. 
< What makes this more than just a sorry farce in an in- 
scrutable bit of Asia is Japan's large, sickly. and potentially 
“dangerous economy. Thankfully, growth has at last begun to 
‘return here and there. However the economy is by no means 
гош of danger yet (see pages 91-93). The recovery is still vulner- 
able—to more problems with Japan’s alarmingly weak banks, 
to deflation, to a public-sector debt crisis, to a nasty jolt from 
abroad, or simply to a sudden loss of confidence amid the 
confusion and pain of wrenching change. But from Mr Mori 
comes nothing but dither and neglect. Important economic 
reforms are delayed or shelved. The government’s awful fi- 
nances go untended. What little Japan has achieved is being 
put at risk. This year alone, no less than four different minis- 
ters have been put in charge of the financial clean-up. Mr 
Mori's latest choice, Hideyuki Aizawa, is 81 years old. 
The deeper crisis in Japan, however, lies with the legiti- 
macy of the government itself. Simply put, the рр and its co- 
*alition partners do not represent the wishes of the majority: 
they do not even come close. Rural voters, who because of Ja- 
рап» skewed electoral system have three times the voting- 
power of town-dwellers, are pampered with tax breaks and 
trade protection. The majority who live in the cities pay 
through the nose. The elderly have their jobs and pensions 
preserved at the expense of the young. Producers have the ear 
of government. Consumers are neglected. The cost of the 
¿handouts needed to keep a lid on all the bubbling discontent 
threatens to overwhelm the state. Like the Kansai Interna- 
tional Airport, an egregious waste of public money perched 
гоп a man-made island in the bay of Osaka, Japan's “соп- 
struction state" is sinking slowly into the mud. 
_ How, then, to get at the problem? In good times, rule by 
consensus has helped to knit the Japanese together. But in 
- bad times it protects the powerful from the consequences of 
_ their actions. Nobody has responsibility, so nobody feels the 
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need to take it. Bank p 
ished Zor poor lending. 
their firms into the gi 
some comfy sinecure 

Mr Mori for all this. The 
lies elsewhere, diffused and con 


Its voters deserve better 
Nor do the opposition parties offe: 
ternative. The Democratic Party, 
the lot, is stuffed with former L 
that the Lop no longer comm: 
on its own, it has had to rule: 
coalition governments, taking ir 
or ancther almost everyone 
nists. Further muddying the choice at the. ballot | 
best hope for a new style of politics may actually lie withi 
the pp itself—with reformist party barons such as Koich 
Kato, for instance, or with some of his younger supporter: 
such as Yasuhisa Shiozaki. But until that happens, and wit 
no clear choice before them, voters are turning away fror 
mainstream political parties, picking indeperdent candidates 
or simply staying at home. 

The грр does all it can to cling to power, fiddling the elec 
toral system and trying to keep the country’s eyes off the bai 
news. In the end, though, not:even its leaders can ignore th 
uncomfortable fact that Japan is a democracy. So, without a 
proper sense of its own legitimacy, the Lp» retreats instead t 
a sort of craven politics that tries desperately not to offend. 
anyone. That is why Japan finds the deregulation its econom 
badly needs so difficult-—why, in fact, the politicians hav 
such a difficult job changing anything. 

Something has to give. The worry outside Japan is that a a 
nationalist strongman, such as Shintaro Ishihara, Tokyo's. 
canny governor, will harness the massive floating vote and 
use it to propel himself into power. Fortunately though, in the 
absence of, say, a Chinese threat, Japan seems to be embrac- 
ing foreigners and foreign things with as much.enthusiasm a 
ever, and is unlikely to want to turn its back on the world. 

More likely, some new political order wil: form out of the 
present set-up. The neatest solution would be to redraw party 
lines, the better to reflect ideological differences and so to give. 
voters a clearer choice. But that requires bolc action, and no 
body is willing to take the risk. Voters’ choices seem errati 
and politicians who have left the рр for new pastures hav 
not done well. In the end, the LoP will probably have to engi 
neer its own revival. Ithas already had one shot at champion 
ing deregulation and consumer-oriented politics. Financial 
crisis and recession brought that to a premature end. But the 
logic that drove the party to this experiment presses more: 
keenly today than ever. ; 














































` November 7th, whom would it choose? 


T SEEMS to have been going on forever. And indeed it has, 
for Al Gore and George W. Bush have been their respective 
parties’ presumed nominees for the presidency for much of 
the past four years. For sure, the race has had its emotions: 
.. dismay at the prospect of Bore v Gush; relief at the emergence 
of viable candidates in the primaries to rival both the front- 
- runners; surprise at Mr Bush's vast lead in the early summer; 
surprise again at the way “the kiss" seemed to send Mr Gore 
way into the lead after the party conventions; and then some 
< angry name-calling during the televised debates as the Dem- 
ocrats sought to convert Bush to Shrub and the Republicans to 
convert Co-President to Co-Liar. That, in short, is the story so 
_ far. But the ending—and the best choice—is far from clear. 

. That fact alone can easily revive the dismay. On Novem- 
ber 7th, voters will choose the man who will occupy the most 
powerful job in the world, yet Americans can't seem to make 
ир ће minds which to go for. Fair enough: during the pri- 
maries, The Economist felt more inspired by John McCain 
than by either of the eventual candidates, for he stood for a 
shake-up of campaign finance and for a clear-eyed view in 
foreign affairs. On the ticket, we have more sympathy with 
Gore's running mate, Joseph Lieberman, than with his 
boss, for Mr Lieberman combines an upright stance on moral 
issues with a welcome willingness to experiment in areas 
such as education. Yet that is either in the past, or irrelevant. 
Now, it is Al or Dubya. 


= Whom to choose, and how? 


‘Despite our London home, 40% of The Economist's readers 
live in the United States and have to (or ought to) vote, so 
since 1980 we have felt it incumbent upon us to say how we 
would vote, and why. So how would we decide? 

The first question to ask is the dismay-bringer: is either of 
-the candidates not qualified for the job? Gore-haters allege 
that the vice-president is tainted by the lies and immorality 
of his boss, Bill Clinton, and that he is anyway a fantasist 
* prone to invent stories about himself. Neither charge sticks. It 
would be unfair to disqualify Mr Gore because of his boss's 
peckerdilloes, and in any event truth (at least the whole truth) 
is a sadly rare commodity in politics. Bush-haters say that he 
is naive, ignorant, inexperienced, and doesn't know the name 
с of Chechnya's leader. That was indeed a genuine worry. But 

he has grown during the campaign, has shown a better grasp 
Of his brief and, just as important, has proved to be a quick 
learner. Like Ronald Reagan in 1980, he has shown that he has 
a clear sense of where he stands on the big themes and, 
` though hardly in the Gipper's league, that he can even com- 
municate fairly well. 
The next question is one that should make the veep weep. 
. Shouldn't the case against change be overwhelming? America 
is in its ninth year of an extraordinary period of prosperity. 
There are nio riots in its streets nor gigantic social problems at 
zits door. Abroad, it is not stuck in any humiliating trap of the 
sort that, in 1980, caught Jimmy Carter. Yet Mr Gore is merely 
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If The Economist had a vote in the American presidential election on 

















































neck and neck with a much less seasoned rival. 

This reflects badly on Mr Gore's political skills. Also, 
Americans may be displaying a healthy refusal to believe that 
governments bring prosperity; they give the credit to entre- 
preneurs and to Alan Greenspan, and, just as important, they 
do not see Mr Bush's small-government propensities as a 
threat. Perhaps just the reverse, given that Mr Gore, to dis- 
tance himself from Mr Clinton, has chosen to bash big busi- 
ness and to pose as a class-warrior. Mr Bush's proposal of a 
huge tax cut might look reckless (which it is), but either voters 
are happy with recklessness that gives them their money 
back, or they don't take seriously a: plan that could be 
changed as quickly as the White House curtains. 

Indeed, another more sophisticated possibility looms on 
Mr Bush's side. It is that some voters do see a case for change. 
In the next few decades, America will face a demographic 
crunch in its Social Security (ie, pension) and health-care sys- 
tems; and in the next few years, the weakness of public edu- 
cation could start to hurt, as the country's inequalities widen. 
These issues would be easier to tackle in today's prosperous 
times than in poorer ones (see pages 25-28). And, though nei- 
ther candidate merits a Nobel prize for his policy pro- 
grammes, Mr Bush has, perhaps by necessity, shown a greater 
willingness to try new ideas to solve these problems. 

Yet in America's system of checks. and balances, a choice 
between presidents cannot reliably be made by combing 
through policy programmes. Any president faces huge obsta- 
cles in implementing his schemes. A president can set the 
tone, and the direction, but, without Congress on his side, he 
lacks the power to push through complicated legislation. 


A test of nerve and instinct 


A better test of presidential mettle is a simpler one. How 
might the candidate react when his leadership is really 
needed, in a crisis at home or abroad? The most plausible do- 
mestic crisis in the next few years is a sharp recession, possi- 
bly associated with a stockmarket crash. At such times, two 
things will be needed: a willingness to leave Mr Greenspan or 
his successor at the Fed alone to sort out the monetary conse- 
quences; and a determination to avert a protectionist re- 
sponse in Congress, as unemployment rises and the trade 
deficit hangs heavily. Neither candidate looks a likely mone- 
tary meddler, certainly with Saint Alan still there. But on the 
trade front, this test leans considerably in Mr Bush's favour. 
While Mr Bush has been a clear free trader, Mr Gore, for all 
his debates with Ross Perot, has been increasingly unreliable 
on the issue. He is cosier with the sort of interest groups (trade 
unions) that will call for protection, and is keener on using la- 
bour and environmental standards to hamper trade. 

And a foreign crisis, perhaps in the Middle East or be- 
tween China and Taiwan? Here Mr Gore has the edge, for he 
has seen a crisis or two already, and is familiar with di- 
plomacy. Mr Bush is self-evidently a neophyte. So, admit- 
tedly, are most new presidents, though one should not exult 
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in the fact. On his side, fans often cite his team of advisers, 
many of them veterans of Reagan or Bush Sr. Yet a president 
cannot just be an advisee-in-chief. He must display the right 
instincts, which in foreign affairs should include a determina- 
tion to set clear lines governing engagement abroad and clear 
lines for what behaviour from others might be deemed unac- 
ceptable, as well as an understanding of the need for allies. 
Mr Bush, during the campaign, has shown progress in this 
regard, but it would be premature to draw too many firm 
conclusions. The real signs will come only when he appoints 
his foreign and defence policy team, and in his first crisis. So 
far, the accusations that he is an isolationist do not ring true: 
his campaign statements ring with the phrases of interna- 
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tional engagement, and he might well engage China and Rus- 
sia rather more vigorously than some might like. Still, despite 
Mr Bush’s sound instincts, Mr Gore must be ahead on this 
test, thanks to his experience. 

By now, our scoresheet will be clear. The Economist, if it 
had a vote, would choose George W. Bush. It prefers his small 
government, pro-market philosophy. And, on the simple test 
of the two crises, he wins on points: behind on a foreign crisis, 
but well ahead in a domestic one. The tenor of his presidency 
would depend crucially on Congress: to restrain the social il- 
liberalism and occasional isolationism of other Republicans, 
the best outcome would be a divided one, with the Demo- 
crats back in control of the House of Representatives. Let's see. 








A future for Kosovo 


Independence for Kosovo cannot come soon, despite Ibrahim Rugova's 


election victory. But nor should it be ruled out 


UROPE' most troubled region is more hopeful today than 

it has been for a decade. In the space of a few weeks, the 
Balkans' bloodiest butcher, Serbia's Slobodan Milosevic, has 
been toppled by a sensible Serb nationalist, Vojislav Kostun- 
ica; and in Kosovo, which is still legally a part of Serbia, the 
most reasonable of the Kosovo nationalist parties, led by a 
pacifist, Ibrahim Rugova, has just thrashed its less tolerant, 
gun-toting rivals in local elections under uw aegis (see page 
66). With luck, these two events could prompt а more de- 
termined search for a peaceful, negotiated sequel to the 
bloody wars of the Yugoslav succession. And on this hope 
hangs the fate of both Montenegro and Kosovo, Serbia's two 
unhappy captives in what remains of Yugoslavia. 

One reason for hope is that the glad tidings are Balkan- 
wide. That matters because none of the region's myriad pro- 
blems can be settled in isolation. Virtually every spot of ethnic 
strife has the potential to spill over to somewhere else. In eco- 
nomics, too, the region can really function only as a whole. So 
the eu-sponsored but still sputtering “stability pact" has a far 
better chance of helping to build the area anew, now that Ser- 
bia, once its hub, is open for business again. 

Over the past year, decent-seeming leaders have come to 
power, or consolidated their grip on it, in a swathe of the Bal- 
kans. A nasty regime in Croatia has been replaced by a nicer, 
westward-looking one. Fragile countries on the rim of what is 
left of Yugoslavia—Bulgaria, Albania, Macedonia—have man- 
aged to hold themselves together and even make some econ- 
omic progress. Bosnia, albeit an artificial confection still kept 
together by outsiders, might become steadier if moderates do 
well in a general election there later this month. 


Redraw the map, then? 


Yet, after the recent mayhem, a lasting peace is not assured. In 
no country in the Balkans can it yet be said that the different 
peoples, be they Croat or Serb, Albanian or Macedonian, are 
likely soon to be living in harmony. Montenegro, Serbia's dis- 
affected little partner in the rump of Yugoslavia's federation, 
is probably the edgiest bit of the Balkans today, even though 
it is ethnically pretty homogeneous. In principle, Mr Kostun- 
ica is determined to keep Montenegro within Serbia's domain. 
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For their part, Montenegrins are divided. Some kind of looser 
federation, perhaps even a confederation, might be manage- 
able. The trouble for Mr Kostunica is that, if he were to let 
Montenegro go, it would be harder for him to bind in Kosovo, 
however much autonomy it was granted. 

Indeed, the thorniest of today's Balkan questions is that of 
Kosovo's future. UN Security Council resolution 1244, passed 
to protect Kosovo from the marauding Mr Milosevic, posits 
“substantial self-government for Kosovo" while “taking full 
account of...the principles of sovereignty and territorial in- 
tegrity of the Federal Republic of Yugoslavia.” Yet this appar- 
ent affirmation of Yugoslavia’s sovereignty is made “pending 
a final settlement”. In other words, it is ambiguous. 

In any event, it would be foolish if outsiders seeking to 
build on the better news from the Balkans were to throw Mr 
Kostunica off balance by encouraging Kosovars to bid for 
early independence, even though most Kosovars, including 
Mr Rugova, patently want it. Foreign peacekeepers will have 
to stay on guard for quite a time to ensure that people in Ko- 
sovo (and in Bosnia too) do not again seek to kill each other. 
The hope is that peace and economic growth will slowly nur- 
ture the germ of tribal coexistence within single, perhaps fed- 
erated, states. But that does not rule out an alternative course, 
if it can be arranged other than by murder. 

Would Serbs, even under a sensible leader, ever consent to 
let Kosovo go? Would Kosovars be able to desist from seeking 
outright independence? Right now, the answer to both ques- 
tions is no. Even so, Mr Kostunica might yet say goodbye to 
Montenegro, or at least put it on a longer leash, and Mr Ru- 
gova, once he has his own parliament (probably next year), 
might argue for patience. 

If, in ten or 15 years, peace—and a common market—have 
taken hold across the region, Kosovo included, the leaders of 
all the Balkan entities might conceivably, in a grand conclave, 
agree to a series of referendums that could redraw the map in 
ways that better satisfy ethnic loyalties. Even that would fore- 
shadow a further anguished transfer of populations. It would 
be best of all if people could be persuaded to live together. 
But if they cannot, let them separate, peacefully. 


LL 








19 





ag T EE 


FEE 


=н 


тру 


If you can't beat ‘em... 


The record industry cannot prevent Internet file-swapping, so it must 


embrace it 


TRANGE bedfellows, indeed: on October 3ist, Bertels- 

mann, a global media giant based in Germany, announced 
an alliance with Napster, the notorious file-swapping service 
that allows users to download free pirated music from the In- 
ternet. Napster is being sued for encouraging copyright in- 
fringement by a consortium of the five biggest record labels— 
one of which, BMG, is owned by Bertelsmann. The alliance 
thus signals that Bertelsmann and Napster have realised that 
co-operation is wiser than combat. 

Bertelsmann's turnaround makes sense, but it is still ex- 
traordinary. The firm's boss, Thomas Middelhoff, declared 
that “Napster has pointed the way for a new direction for 
music distribution"—words that would previously have 
seemed unthinkable coming from somebody in his position. 
The explanation for its change of heart is that Bertelsmann, at 
least, has recognised that teaming up with Napster is a better 
way to deal with the growth of online file-swapping than try- 
ing to outlaw it in the courts. 

For if Napster is shut down, there are several other file- 
swapping services waiting to take its place (see page 77). So far, 
they lack Napster's popularity, but they have been designed 
to be far harder to shut down. The genie, in other words, is out 
of the bottle: the file-swappers are here to stay. In which case, 
the right response for the record companies is to embrace file- 
swapping and make it work for them, not to embark on a 
hopeless crusade to outlaw it. 

How can record companies make money from file- 
swapping if Napster's users like it because it is free? In fact, 
Napster's popularity is as much about convenience as price. It 
provides instant access to thousands of music files, rather like 
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a universal jukebox. One survey found that 6896 of Napster 
users, whose numbers now exceed 3om, would be prepared 
to pay a $15 monthly subscription for this. So there is a market 
opportunity for the record industry to provide a legal, sub- 
scription-based version of the service—which is what the 
new Bertelsmann/Napster alliance intends to do. 

Even so, this will present some daunting challenges. A 
universal jukebox will appeal to subscribers only if it is truly 
universal—so Bertelsmann, which has agreed to make its mu- 
sic available for the new service, will have to persuade the 
other record companies to join in. Then there are issues such 
as how much to charge, and how to divide up the proceeds. 
Record companies have always been wary of the subscrip- 
tion model because it slashes margins and antagonises high- 
street retailers, with whom they are traditionally cosy. 

There are other problems. A new subscription service 
would be an adjunct to Napster's existing free-for-all service, 
but would offer higher-quality files. But how can anyone pre- 
vent subscribers from downloading these files, and then 
posting them on to the free section of Napster—or on to other 
file-swapping services? Only if it is perceived as representing 
good value for money will the new service be more appealing 
than the illegal alternative. That is the industry’s best hope for 
solving the problem of piracy—but it suggests that prices will 
have to be cut substantially. 

In sum, it remains far from clear how the record compa- 
nies will adapt to a file-swapping model, or how Napster will 
manage the transition to a subscription-based service. But 
both sides are right to try. Indeed, they have no choice: this is 
a genuine case of “if you can’t beat ‘em, join ‘em.” 





Turmoil in the Andes 


But, contrary to appearances, not all Andean countries are doomed to failure 


ECENT events in Peru have carried a hint of farce, but 

they are no less serious for that. Last week, President Al- 
berto Fujimori, cameramen in tow, staged a fruitless three- 
day “search” for his disgraced former intelligence chief, Vladi- 
miro Montesinos. He then sacked two army commanders 
linked to Mr Montesinos, but appointed replacements hardly 
much less close. On October 29th, a lieutenant-colonel with 
50 men staged a “rebellion” against Mr Fujimori, Mr Mon- 
tesinos and the army high command, accusing the lot of cor- 
ruption. And all this in a country that until lately had seemed 
a bulwark against chaos in a dangerous region. 

Peru’s parody of politics is part of a battle for control of 
the armed forces triggered by Mr Fujimori’s announcement in 
September that he would step down, and call fresh elections. 
Opponents doubt he can preside over cleaner elections next 
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year than those he claimed to win this year. Indeed, he may 
not be able to keep control at all (see page 51). 

Meanwhile, Peru’s Andean neighbours seem to be sliding 
into all manner of dangers. In Colombia, peace talks are 
stalled, guerrillas and right-wing paramilitary groups con- 
tinue to tighten their grip, and the United States has commit- 
ted $1.3 billion in mainly military aid to the battle against ille- 
£al drugs. Fighting is likely to intensify. In Venezuela, Hugo 
Chavez, a nationalist former paratrooper, has kept the trap- 
pings of democracy, but concentrated power in his presi- 
dency. Last weekend, he welcomed Cuba's Fidel Castro to Ca- 
racas, offering him cheap oil and a “geopolitical” alliance. 
Ecuador's president was toppled by a military coup in Janu- 
ary, after adopting the dollar to stave off hyperinflation. And 
Bolivia, poorest of the five members of the Andean commu- 
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nity but hitherto a model of democracy and economic re- 
form, has twice this year been paralysed by protests, at coca 
eradication, water privatisation and land registration. 


Apocalypse, renaissance or muddle through? 


Pessimists of an apocalyptic persuasion fear for the future. 
They point to the combined danger from Mr Chavez, Colom- 
bia’s guerrillas, militant movements of Andean Indians in Ec- 
uador and Bolivia, and potential nationalist caudillos in Peru. 

Certainly, the Andean countries share some daunting pro- 
blems. Geography is difficult, poverty widespread, infrastruc- 
ture often sparse, and the Indian and black populations have 
long faced discrimination. Democracy has not produced effi- 
cient states. Partly liberalised economies have suffered credit 
bubbles and then banking collapses. The Andean economies 
fared badly in 1999: Gor shrank by more than 7% in Venezu- 
ela and Ecuador, Colombia suffered its worst slump since the 
1930s, and Peru and Bolivia barely grew. And hanging like a 
toxic cloud over the whole region is the rich world’s demand 
for cocaine: the illegal drugs industry corrupts governments, 








finances irregular armies and spreads crime. 

But not all is gloomy. Some important differences stand 
out. Even if it is mainly thanks to oil and gas, economies are 
recovering. Dollarisation has brought some stability to Ecua- 
dor; provided its government sticks to its reformist plans, 
growth may follow. In Bolivia, as in Ecuador, the formation of 
a radical Andean Indian political party could help make the 
country’s politics more representative. In Venezuela, the most 
serious charge against Mr Chavez so far is his profligate 
spending. Only in Colombia is the outlook really grim. 

In Peru, what has gone most badly wrong is the calcula- 
tion of those who imagined that stability would be achieved 
by prolonging Mr Fujimori’s autocracy. It may need more 
pressure from outsiders to win the reforms needed for clean 
elections—and to neutralise Mr Montesinos. Even then, it is 
not certain that a strong and capable government will emerge. 
But, despite comic-opera appearances, Peru has a reasonable 
chance of democratic renewal. 

Neither is the wider Andean region doomed to failure, 
even if muddle-through looks more likely than renaissance. 





Too cosy for comfort 


Europe should speed up the opening of its energy markets 


T FIRST glance, Europe’s energy liberalisation seems to be 
going well. It was less than two years ago, long after Brit- 
ain and Scandinavia had opened up their energy markets, 
that the European Union adopted a directive requiring all 
member countries partly to liberalise electricity; a less ambi- 
tious one freeing up gas came only this year. Yet Germany has 
already freed its entire electricity market, sending prices 
plunging. Italy has ordered that ENEL, its former power mo- 
nopoly, sell some generating assets. Several countries are see- 
ing the first big takeovers in this once-sleepy industry, 
suggesting that market forces are starting to bite. Even in 
France, always the laggard, there are signs that Electricité de 
France (edF) is ready to embrace liberalisation (see page 85). 
Look closer, though, and the picture is not quite so rosy. In 
Italy, ENEL still dominates the market. In Spain, the planned 
takeover by Endesa, the country’s biggest electricity firm, of 
its nearest rival, Iberdrola, could create a new national cham- 
pion with unfair advantages. In France, although edr’s new 
stance is encouraging, huge barriers to entry remain. Even in 
Germany, supposedly the showpiece of reform, foreign firms 
have found the market hard to break into. 


Half open or half baked? 


More troubling are such seemingly innocuous half-measures 
as the “asset swap” that is now mooted by such big firms as 
Endesa, ENEL and edr. Under such plans, the companies 
would exchange bundles of generating plants rather than sell 
on the open market. This has been touted as a quick and 
clever way to increase foreigners’ market share, given the po- 
litical difficulty of selling power plants outright. But far from 
boosting competition, such cosy arrangements among na- 
tional champions are more likely to stifle it by keeping out 
genuine outsiders that might compete on price. 
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If Europe's energy liberalisation is to deliver its promised 
benefits, more decisive action is needed on three fronts: trans- 
mission, trading and transparency. Newcomers seldom have 
non-discriminatory access to transmission networks. Ger- 
many's insistence on negotiated, rather than regulated, access 
has made that market hard to penetrate without an army of 
lawyers. Governments should ensure that grid or pipeline op- 
erators are legally independent and closely regulated. They 
should also push for the separation of production from dis- 
tribution, and for the break-up of supply monopolies. 

Obstacles to trading gas and power must also go. Because 
there is overcapacity in many markets, nobody is keen to 
build new plants; vigorous competition requires newcomers 
that can import power. Yet many governments remain suspi- 
cious of trading; French law puts explicit limits on it. Some 
grid operators are also floating plans for “harmonising” cross- 
border tariffs so as to impose an export-based tax only on 
newcomers. The ru must ensure that cross-border taxation of 
energy is not applied in a discriminatory way. 

Most urgent of all is greater price transparency. With 
wholesale markets immature or non-existent in much of Eu- 
rope, pricing remains open to manipulation and cross- 
subsidy to keep newcomers out. The best solution is to throw 
open all of Europe's energy markets in one go. That would 
shine a spotlight on erstwhile monopolists, speed integration 
and give consumers the benefits of full competition now. 

Short of such a bold move, Europe's governments will face 
a messy, murky transition. If they are to cope, they must en- 
sure that regulators are more aggressive in tackling abuses 
than they have been so far. If not, liberalisation could easily 
turn into an uncompetitive carve-up of the emerging Euro- 
pean market by a handful of incumbent oligopolists. 
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Is the ability to control your home 
while you're away that remote? 


The house of the future. For years people around the 


world have debated just what shape it would take. 


Well, we can now show you. We're already producing 


software – for the SmartModule microcircuit shown 
~ that can set room temperatures and turn lighting 
on and off. 

A portable touchpad will soon allow you to 


access a system that can send and receive e-mail, 
check news, the weather and even the status of your oven, 


washer and other devices. 


Your security system will soon be able to activate itself 


APPLIANCES - CLIMATE 


automatically. Switch pads will enable you to access your 


heating system, so you can customize every room individually 


ИШГЕН 


and special software will help you organize family events. 


Sensors will be able to tell you when say, a 
furnace needs to have the filter replaced. In the near 
future, you'll be able to monitor all this, and more, 
via your mobile phone or laptop from anywhere 
in the world. 


So if you want to know how we can now heip you take 


greater control of your home, call us on *1(202) 232 6035 or 


METERING 


visit homecontrol@invensyscontrols.com 


BUILDING SYSTEMS · MOTORS · SENSORS 


Invensys. 


Control Systems 
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[1 EFFUSED 


FROM THE DEEPEST 


RECESSES OF HIS MEMORY. 
THE VOICE OF HIS MOTHER FROM A 


childhood long since left behind, reminding him, 





"never to leave the house without clean underwear". 
However, he didn't rémember her saying у 
anything about forgetting his shoes. 

Meanwhile, his future in-laws sat 

patientlyan the adjacent room 

awaiting his arrival for the 

traditional tea. ceremony, And 
“he, a young man about to take the first 
: . step towards marriage, knew full well 

On that such an occasion demanded not only 

те" “proper footwear’ but footwear ful 

; e What: was he to. do? A small bead 

vof weat began te gather momentum and snake its 
way i ver {һе deep, worried valleys on his forehead. 
The attentive valet seemed to appear from nowhere 
to wipe it away. "Problem sir?" The befogeed groom 
hung his head sorrowfully and offered no response. 
However, a deep breath; a small prayer and a knee 
bend later, he found himself presenting a porcelain cup 
of sweet jasmine to his very appreciative mother-in- 
law. Fis beautiful bride then looked lovingly. in his 
direction and was struck by something rather unusual. 
Her love was wearing a pair of ink black English 
brogues she had never set eyes on before. 1п the 
bathroom, stood the valet, vigilant as ever, squeezing 


silky. strands of plush Persian carpet between his toes. 


e 339-7650. Email: ra afles com 
lv raffieshotel com 

















E: J Tu NATIONAL que if SINGAPORE 
FACULTY OF ARTS AND SOCIAL SCIENCES 
Invitation for Admission to Graduate Programme | 


in Semester 1, 2001 - 2002 
(commencing July/August 2001) 


Founded 1905 


li qui ате ass iilis and research 
mens. of app leans and subject to availability, 
In most cases, consideration @ si таш, vill he based on a cadidate's performance 
after the first semester of study. +; 2d i 


For enquiries on academic matters only, please call at 874 1304 or email a ecshox2@nus.edu.sg 


Application Procedure 
Application materials (which include the application form and information on the 


| programme) can be downloaded from the following internet address: 


руму. fas nus edu. sg/gsa/advert. иш. 


For api ication materials to be forwarded b you by, post please s end a sel address Adsize 
envelope (with the name af the cour wi ated at the bottom telt- hand corner) to the 
address given below: | 


Graduate Division 
Dean's Office 
Faculty of Arts and Social Sciences 
National University of Singapore 
The Shaw Foundation Building 
Block AS7, Level 6, 5 Arts Link 
Singapore 117570 


The closing date is Wednesday, 31 January 2001. 








AMERICA'S CHOICE 





And now, Mr President... 


WASHINGTON, DC 








? Three huge challenges face America. The campaign has raised them, only to 
drop them again. Whoever wins next Tuesday will be unable to avoid them 


SHE steps damp-eyed to the podium on 
January 20th, America's next president 
"will hope to inspire the country with a 
sweeping vision of the future. That will be all 
very fine. But the biggest challenges that face 
him are too complicated for rhetoric or 
soundbites. Whether he is Al Gore or George 
W. Bush, he will have to get to grips with 
three huge domestic problems: the impend- 
ing crises of Social Security and Medicare, 
and the failure of the public education sys- 
tem. A dull list, you might say. But this is 
America's last best chance to tackle them. 
Itis the last chance because at the end of 
the next president's second term (assuming 
he gets one), the first baby-boomers, the gen- 
eration born in 1945-65, will be just a year or 
two from retirement. This prospect has been 
around so long it has become part of the 
white noise of American politics. But 2010 
marks a turning point. Until that date, Amer- 
ica has the luxury of dealing with the pro- 
blems before they appear, and of making 
relatively painless adjustments. After it, 
America’s demographic wave will begin 
gradually to break over the country. 

In the following 20 years, the vast num- 
bers of retiring baby-boomers will push the 
cost of Social Security and health care into 
the stratosphere, drive the number of work- 
ing taxpayers available to finance these pro- 
grammes down from 3.4 per beneficiary to- 
day to just two by 2040, and force the 
government either to reform the pro- 











grammes themselves or to raise taxes to keep 
them solvent. The crunch in the schools may 
seem less urgent; but there, too, the grand- 
children of the boomers (with their extra 
pressure of numbers) will find steadily de- 
teriorating buildings and a standard of 
teaching that keeps America lagging behind 
both Europe and Asia. 

It is the best chance because America is 
now at peace (so war is not draining the Trea- 
sury) and because the economy is strong (so 
unemployment benefits and welfare costs 
are not draining iteither). For the first time in 
50 years, the government has started build- 
ing up the sort of budget surpluses needed to 
pay the future costs: either directly, by shor- 
ing up the existing systems, or indirectly, by 
financing the transition costs involved if the 
systems are reformed. 

This is what the election of 2000 should 
be, could be and even has been about— 
sometimes. In the middle of the summer, 
both candidates were making serious at- 
tempts to address these long-term matters in 
an election they routinely, and rightly, call 
the “most important ina generation”. At that 
point, Social Security, Medicare and educa- 
tion were the centrepieces of their platforms. 

But that was then. In the past few weeks, 
discussion of public policy has reverted to 
stereotype. The horse-race itself has become 
mesmerising (nine changes in the opinion- 
poll lead since September). And insofar as 
anyone now remembers that there are bigger 













































issues at stake, they think of how the election 
will affect the Supreme Court {the next pri 
dent is likely to appoint thre 
justices) or the machinery of go 
is possible that notonly the preside | 
also the House of Representatives and even 
theSenate may all be changing hands. 
Of course, these are vital matters; b 
they pale before America's relentless demo- 
graphic trends, which will affect the country. 
for decades. These three pages therefore set 
the 2000 election in that bigger context. Todo 
so, they ask what seems то be the most im: 
portant question: how are the two cand 
dates proposing to prepare America for the 
problems ahead? And will their proposals 
work? 


Consolidation versus change 


Before the recent degeneration of the race, 
both candidates had produced serious pro~ 
posals, differing not just in detail but in basic 
philosophy. These differences are related t 
but are not identical with, the choice posed 
by Mr Bush between big government an 
“trusting the people” (not identical because, 
as Mr Gore objects, he is not for bigger gov- 
ernment, but “smarter”. The choice, you: 
could say, is between consolidation 
change—between reinforcement of exis 
systems and further market reform. 

Mr Gore is offering consolidation. By 
limiting tax cuts, he would put more of the 
forecast budget surpluses into paying off the- 
national debt. He would use the money 
saved to shore up the Social Security and 
Medicare systems and would put more 
money into public schools in the hope ofim- 
proving standards. 

Mr Bush, on the other hand, would take 
the opportunities afforded by the past nine 
years of growth to set markets to work in 
new areas. He wants partially to privatise So- 
cial Security by letting people take a share of 
their payroll taxes and invest it in personal 
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- retirement accounts. In education, he would 
-allow parents in failing schools to divert the 
money that now goes into their children's 
- public education towards the school of their 
choice, be it public, private or something in 
between. And on health, he wants to allow 
retired people to buy different levels of 
health care, and get a new prescription-drug 
benefit through private insurers. 

The difference is sometimes one of de- 
gree, not kind. Mr Gore also wants to encour- 
age private retirement accounts and would 
offer matching federal subsidies to do it. 
These accounts, though, would be an addi- 
tion to the Social Security system, not carved 
out of it. Mr Bush, for his part, supports a 
modest expansion of federal involvement in 
education, because he would require states 
with failing schools to match federal vouch- 
ers with vouchers of their own. Still, the 
broad pattern is clear. Mr Bush would shift 
the balance between the public and private 
sectors towards the private sector. Mr Gore 
leans theother way. 

Togauge how these different approaches 
would actually work in practice, consider 
the details of their proposals on: 

* Social Security. Because of the huge rise 
“in the number of pensioners relative to tax- 
payers, the Social Security trust fund will 

. Start paying out more than it takes in by 2015, 
and will run down its reserves entirely by 
2037 (see chart 1). At that point, there will still 
` beenough money to meet about three-quar- 
ters of pension: obligations because these 
come from payroll taxes. But to pay the rest, 
and to rebuild the trust fund, taxes would 
have to rise sharply, or benefits be cut, 

Mr Bush wants to avoid that by letting 
workers take a share of the taxes that they 
now pay into the Social Security trust fund 
and invest it in individually owned retire- 
ment accounts. This would not only intro- 
duce markets in the most obvious ways (it 
would make pensions less dependenton the 
state; workers' choices would determine the 
size of their pensions; and the money would 
be invested in the stock and bond markets). 
It would also change the nature of the pen- 
sions system from one that is predominantly 
pay-as-you-go (today's taxpayers pay the 
pensions of today's retirees) to a "defined 
contribution" scheme (today's workers pay 
for their own retirement tomorrow). 

Mr Gore, on the other hand, would 
maintain the pay-as-you-go system but 
would transfer more than half the forecast 
budget surplus into the Social Security trust 
fund. MrGore's reforms would postpone the 
day of reckoning till 2055, extra time which 
he says could be used either to make incre- 
mental changes, or to pave the way for fun- 
damental reforms later. in contrast, Mr 
Bush's reforms would actually hasten that 
day, because he would let people take 
money outof thetrust fund. 

* Medicare. In one way, this is a more ur- 
gent matter than Social Security: it will run 
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out of money earlier, perhaps by 2025. As 
with Social Security, Mr Gore would keep 
the system more or less as it is, put money in 
to shore it up, and extend it by introducing a 
new tax credit to encourage more people to 
buy in. He would also expand a separate 
scheme that now covers the medical bills of 
the poorest children, first to those who are 
less poor and then to their parents. And he 
would spend over $250 billion to enable 
Medicare patients to get their prescription 
drugs at subsidised prices. This would widen 
government jurisdiction over the health- 
care system and, some opponents fear, could 
even pave the way for price controls on 
drugs. 

Mr Bush would like to do some of the 
same things by expanding private markets. 
Instead of leaving Medicare alone, he would 
let private health-insurance companies 
compete to offer policies covering Medicare 
services—and give uninsured families a tax 
credit to help them pay. He would add a pre- 
scription-drug benefit by making it one of 
those services. In other words, under the Re- 
publican plan, health care for the elderly 
would be expanded just the same, but 
through private companies, not a bigger 
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Medicare programme. 

• Education. Almost a quarter of American 
children in their last year at high school are 
illiterate. At the start of their schooling, 
American pupils are as good as any in the 
world. Halfway through, they are about av- 
erage. By the time they are 17 or 18, American 
children rank last of 50 industrialised coun- 
tries in physics and second-to-last in maths 
(this is according to standardised interna- 
tional tests; see chart 2). 

Mr Gore seeks to deal with this failure 
through "resource" reforms (more money 
for schools; Mr Bush through structural 
ones (changing the way public education 
operates. Where schools are failing, he 
would use federal money to offer vouchers 
which parents could use at a school of their 
choice. The state government would have to 
match the federal money to increase the 
value of the voucher. Mr Bush also wants to 
make it easier for states to set up "charter 
schools", nominally in the public sector, 
which would have extensive freedom from 
the local educational bureaucracy. 

Mr Gore, by contrast, wants to use fed- 
eral money to recruit 100,000 new teachers to 
reduce class sizes; spend more money build- 
ing and repairing run-down schools; and of- 
fer kindergarten classes to every four-year- 
old by 2005. All these uncontroversial pro- 
posals are public-sector projects. 


Surplus fantasies 


Which set of plans would work best? That 
slightly puts the cart before the horse, be- 
cause there is a fair chance that neither will 
be implemented. First, both are based on 
projected budget surpluses that may be 
nothing but fantasy. And second, Congress 
mustagree to them. 

This year, America's federal budget 
showed a surplus of $237 billion, or 2.4% of 
GDP. This was 50% more than had been fore- 
cast at the start of the year and compares 
with a deficit of $290 billion (4.6% of cop) in 
1992. If you set aside payments into Social Se- 
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curity (as both Democrats and Republicans 
have sworn to do by putting that surplus in a 
“lockbox”), the rest of the surplus still looks 
huge. The Congressional Budget Office's 
most recent estimate is that, excluding Social 
Security, the surplus will rise to $2.2 trillion 
over the next ten years (see chart 3). 

America, then, seems to be facing the 
prospect of budget surpluses of over 2.5% ОЁ 
GDP as faras theeyecan see. Itis this prospect 
that has fuelled the electoral contest be- 
tween long-term programmes. Real money, 
itseems, has produced real choices. 

Unfortunately, all these wonderful sur- 
pluses are based on three assumptions that 
may well turn out to be wrong. They are: a) 
that there will be no recession; b) that the 
productivity gains of the past few years are 
permanent; and c) that Congress does not 
spend the surplus before it materialises. 

This last assumption seems particularly 
daft at the moment. The cBo's forecasts as- 
sumed that discretionary federal spending 
in the 2000-01 budget would be about $600 
billion. The budget, as currently debated, ap- 
proves spending for that period of around 
$640 billion. If you make more realistic 
spending assumptions, as does the Centre 
on Budget and Policy Priorities, a think-tank, 
the ten-year budget surplus would be, at 
most, only one-third of the сво forecast: 
about $700 billion. That is substantial 
enough by most measures, but it would 
drive a coach and horses through the arith- 
metic of both men's proposals. (It would do 
slightly less damage to Mr Gore, because he 
includes a $300 billion rainy-day fund 
which could be raided to make up part of the 
shortfall.) 

Thesecond explanation for why the pro- 
posals cannot be taken at face value is that, 
for different reasons, both candidates would 
find it hard to get their proposals through 
Congress. Take Mr Gore first. If the Republi- 
cans keep their majority in the House, they 
will use their power to limit Mr Gore's poli- 
cies where they can. But he would have pro- 
blems even if the Democrats regain control. 

His platform depends crucially on the 
basic decision to use more than half the fore- 
cast budget surplus for reducing the national 
debt and putting the saved interest into So- 
cial Security. He made this decision so as to 
reinforce the Democrats’ newly (and pain- 
fully) earned reputation for fiscal rectitude. 
The problem is that the Democratic leaders 
in Congress are old-fashioned tax-and- 
spenders who would much rather see the 
vice-president use the fiscal bounty for am- 
bitious schemes, such as a comprehensive 
health-care plan. For them, "consolidation" 
is too modest. They want the Great Society 
back. If the Democrats win both the presi- 
dency and the House, these conflicting am- 
bitions are likely to produce legislative war- 
fare, even without the Republicans. 

Mr Bush would have similar problems if 
the Democrats were to win the House. But 
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even if they do not, he would run into diffi- 
culties, He has promised to reform the Social 
Security, Medicare and education systems. 
He wants to cut taxes by $16 trillion over ten 
years. And he has promised to build an im- 
mensely controversial National Missile De- 
fence shield. All of these, except education, 
would be extremely expensive as well as am- 
bitious. Mr Bush would probably not have 
enough political capital to achieve more 
than two of them in his first term, even if he 
gets a decent working majority. And since 
the tax cut is still the centrepiece of his strat- 
egy, he plans to go for that first. 


Fiddling at the margin 
Lack of money and support might not mat- 
ter so much, were it not that the problems are 
much more formidable than the policies 
each candidate is offering to address them. It 
is easiest to see this in health care. Both plans 
would make it easier for old folk to get their 
prescription drugs; so far, so vote-worthy. 
But both candidates are dealing with only 
part of the problem: the part affecting people 
over 65. Neither touches the fundamental 
problem of how, or even whether, to restrain 
the rising cost of private health care for the 
vast majority of Americans who are not in 
Medicare and who buy their own health in- 
surance. Bill Clinton’s failure to bring in 
wholesale health-care reform in 1993 has 
scared all politicians, except for Bill Bradley, 
away from that topic. 

There is a bigger difference on education. 
Mr Gore wants to throw money at a system 
that has not responded to this for years. 
America already spends more than most 
rich countries on public education (around 
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8% of copr) and the number of teachers has 
risen sharply in the past ten years. Neither 
has made a discernible difference. 

Mr Bush's reforms try a different ap- 
proach; but they depend on federal money, 
which accounts for only 8% of all education 
spending. As Mr Bush himself concedes, 
education is a state and local matter. All the 
president can do is threaten and cajole from 
the sidelines. Local experiments will deter- 
mine whether "school choice" can solve 
America's education problems. And so far, 
the experiments with charter schools, 
voucher schools and the like involve fewer 
than 5,000 of America's 88000 public 
schools. 

As for Social Security, neither man is be- 
ing honest about what his plans would do. 
Mr Gore says he would "save Social Secu- 
rity”. Yet his proposal to invest more in the 
trust fund would merely postpone bank- 
ruptcy for 20 years. Mr Bush at least tries to 
change the pensions system, but without 
even pretending to address either the risks 
involved (as pensions come partly to depend 
on the performance of the stockmarket) or 
the huge transition costs that arise as current 
taxpayers end up financing the pensions 
both of existing retirees and themselves. The 
only ways of dealing with this are either to 
put more public money into current pen- 
sions, or to trim benefits. 

For electoral reasons, Mr Bush has re- 
fused to do either. The result is that he ends 
up promising the same pot of money twice 
over. As Mr Gore never tires of pointing out, 
Mr Bush is offering $1 trillion to existing pen- 
sioners to offset the forecast loss of Social Se- 
curity revenue if today’s taxpayers take some 
of their payroll taxes out of it. And the same 
sum goes to future retirees to offset the cost 
of paying two sets of pensions. 

The conclusion from all this is not that 
the two men’s promises are empty. So little 
has been done for solongon these issues that 
even limited attention is welcome; and it 
would be unrealistic to expect candidates to 
get it right first time. Their proposals should 
perhaps be seen as brave first steps. But that 
is all they are: first steps. 
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The end of the trail 





As America's election 
campaign entered its last 
days, George W. Bush went to 
California to make a show of 
bravado in a state that had 
been considered safe for Mr 
Gore. Mr Gore swiftly fol- 
lowed. Bill Clinton was al- 
lowed to go too, having been 
let out experimentally to woo 
voters in safe Democratic 
places such as Harlem. 


Polls continued to show the 
presidential candidates 
neck and neck, with Mr Gore 
holding a very slight advan- 
tage in the electoral college. 
Increasingly, Democrats fretted 
that Ralph Nader, the Green 
Party candidate, would steal 
votes from Mr Gore in tight 
states and tip them to Mr 
Bush. Mr Nader rebuffed 
suggestions that he withdraw 
for the wider good of the left. 





More confusion in Peru: a ju- 
nior officer led a rebellion by 
about 50 soldiers, briefly seiz- 
ing a town in the south of the 
country. He denounced Presi- 
dent Alberto Fujimori as "il- 
legitimate" and demanded the 
arrest of Vladimiro Montesi- 
nos, a former spy-chief. The 
army quickly arrested or dis- 
persed most of the rebels. 





Fidel Castro paid a back- 
slapping five-day state-visit to 
Venezuela, whose president, 
Hugo Chavez, agreed to pro- 
vide Cuba with cheap oil. 


Three South American coun- 
tries held municipal elec- 
tions. In a setback for Chile's 
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centre-left government, Joa- 
quin Lavin, of the conservative 
opposition, became mayor of 
Santiago. In Brazil, the opposi- 
tion Workers' Party won Sao 
Paulo; in Colombia, indepen- 
dents did well, including An- 
tanas Mockus, a past mayor, 
winning in Bogota. 


In El Salvador several hun- 
dred former paramilitary sol- 
diers and peasants, led by a 
congressman, marched on the 
capital, San Salvador, and took 
hundreds of civil servants 
hostage. They demanded com- 
pensation for ex-fighters who 
fought rebels during the coun- 
try's civil war, and for strug- 
gling farmers. 


Unfairly elected 





Askar Akaev, president of the 
former Soviet republic of Kir- 
gizstan since 1990, was re- 
elected for a five-year term 
with 74.5% of the vote. Inde- 
pendent monitors said the 
election did not comply with 
democratic standards. 


Trouble flared again in Fiji, 
where rebels who had sup- 
ported a coup attempt in May 
tried to take over a barracks. 
Two soldiers were killed 


А Singapore Airlines' Boeing 
747 crashed in flames while 
taking off from an airport in 
Taiwan in bad weather. Of the 
179 people on board, 81 died. 


India created a new state, 
Chattisgarh, carved out of Ma- 
dhya Pradesh. Two others are 
to be created later this month: 
Uttaranchal, from Uttar Pra- 
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desh; and Jharkand, from Bi- 
har. The people in all three 
have been demanding more 
local autonomy. 


The future of Joseph Estrada, 
president of the Philippines, 
looked increasingly insecure 
after his trade secretary and 
four of his five main econ- 
omic advisers resigned. 


Peacemakers 





Shimon Peres and Yasser Ara- 
fat had a meeting at which 
they agreed that Israel and the 
Palestinian Authority should 
observe the ceasefire agreed 
upon at Sharm el-Sheikh two 
weeks ago but ever imple- 
mented. This glimpse of hope 
occurred in a week in which 
fighting had been intense, and 
casualties high. 


In the aftermath of Céte 
d'Ivoire's election, and a sub- 
sequent uprising that brought 
Laurent Gbagbo to power, 57 
supporters of Alassane Ouat- 
tara, an opposition leader who 
was excluded from the elec- 
tion, were massacred. The fi- 
nal death toll could be much 
higher. The new government 
has promised an inquiry but 
turned down demands for a 
new election. 


Nine members of the east and 
southern African trade 
block, COMESA, agreed to 
form a free-trade area. 


President Benjamin Mkapa 
was re-elected in Tanzania in 
an election that was consid- 
ered fair except in partially 
autonomous Zanzibar, 
where it was grossly unfair 
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and shambolic. The Zanzibari 
opposition called for a rerun; 
the government agreed to an- 
other election in only 16 of the 
50 Zanzibari constituencies. 


Delegates from more than 40 
countries attended an interna- 
tional trade fair in Baghdad, 
many breaking the uw air 
boycott to do so. 


Kosovo's poll 


A party led by one of the 
more moderate of Kosovo's 
ethnic Albanians, Ibrahim Ru- 
gova, easily won local elec- 
tions, the first poll held in the 
breakaway province under the 
UN's aegis. Like his more viol- 
ent compatriots, Mr Rugova 
demands the outright inde- 
pendence of Kosovo from Ser- 
bian-dominated Yugoslavia. 


The ом Security Council 
unanimously agreed to let 
Yugoslavia back into the UN 
after eight years' exclusion. 


The Basque separatist group, 
ETA, killed a Supreme Court 
judge, his driver and body- 
guard by setting off a bomb 
near his car in Madrid. 


Romano Prodi, the president 
of the European Commis- 
sion, said that various gov- 
ernments in the Eu were too 
reluctant to give up vetoes on 
such matters as trade, social 
affairs, asylum, tax and re- 
gional funds. 





The pope declared Thomas 
More, an Englishman be- 
headed in the 16th century for 
disobeying King Henry уш, as 
patron saint of politicians. 
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Free to pay 


Napster, a free service for 
downloading music from the 
Internet, is allying with Ber- 


companies taking legal action 
against it in America for al- 
lowing copyright infringe- 
ments. Napster will set up a 
subscription service, in return 
for access to the German me- 
dia giant's back catalogue; Ber- 
telsmann will drop its lawsuit. 
But the other four big record 
labels questioned Bertels- 
mann's. move. 


Cable & Wireless, a once- 
sleepy British telecoms com- 
pany, said that it would spend | 
$14 billion building a fibre- 
optic network in Japan. The 


fast-growing corporate data 
nesses, as part of its strategy 


о build a worldwide data net- 
work. 








Americans may have cooled 
towards the Internet. A study 
from PricewaterhouseCoopers 
showed that Americans now 
spend online an average of an 
hour less a week than a year 
ago, suggesting gloomy pros- 
pects for e-commerce. 











| 
est mobile-phone operator, | 
entered talks with АТӘТ | 
aimed at taking a minority 
stake worth up to $16 billion | 
in the American firm's mobile- | 
phone operation, arar Wire- | 
less. DoCoMo is keen to pro- | 
mote its third generation mo- 
bile technology; and Атат | 





Wireless, soon to become a 
separate company after its 
parent splits up, needs cash to 
bid for American wireless 
spectrum. 


WorldCom, a telecoms giant 
built through aggressive acqui- 
sitions, issued a warning that 
profits next year would be 
lower than expected, prompt- 
ing a 2096 share-price fall. 
WorldCom plans to split off 
its мс long-distance business 
into a separate tracking stock. 


A rum affair 


The battle for Seagram's 
drink business appeared to 
swing in favour of Allied Do- 
mecq, a British drinks firm. 
Allied Domecq entered an al- 
liance with Destileria Serralles, 
a Puerto Rican company that 
makes Captain Morgan rum 
and claims it has first refusal 
on a disposal of the brand. 
Diageo and Pernod Ricard, 
teaming up for a run at Sea- 
gram, may be put off if doubts 
persist over the delivery of the 
big-selling rum brand. 


Prada, a privately held Italian 
fashion house, is thinking of 
selling some 3096 of the com- 
pany in a share offering that 
would value the firm at €7 
billion-8 billion ($6 billion-7 


| billion). 


| British American Tobacco 


reported third-quarter profits 
ahead of expectations at 
£735m ($1.13 billion), in what it 
described as a stagnant world 
market. The company said 
that Americans were smoking 








| made up in Europe, Japan and 


South Korea. 


Nissan, Japan's second-larg- 


| est car maker, announced that 


operating profits for the year 
to March 2001 were likely to 
be double previous forecasts, 
at around Y220 billion ($2.03 
billion). The company was on 
the brink of collapse before 
France's Renault took a 3796 
stake in it in early 1999, in- 
stalling its own man, Carlos 
Ghosn, as president. 


Volkswagen unveiled good 
news at a time when most big 
car makers are suffering. It 
said that profits before tax for 
the first three quarters of 2000 
Were up 30% on a year ago, at 


| DM4 billion ($24 billion); 


sales climbed by 1496 in the 
same period. 


DaimlerChrysler, which re- 
cently announced that third- 
quarter profits had plum- 
meted by 80%, said that it 
might restructure Mitsubishi 
Motors, a Japanese car maker 
in which it has a 34% stake. 


Lutine venture 


Another foray into the 
Lloyd's of London insur- 
ance market took the fancy of 
Warren Buffett, doyen of 
American financiers. His 
Berkshire Hathaway group 
bought the Marlborough Un- 
derwriting Agency from 
CGNU, one of Britain's biggest 
insurers. 


Japan's second-largest non- 
life insurer is in the making. 
Yasuda Fire and Marine, Nis- 
san Fire and Marine and Taisei 
Fire and Marine plan to merge 
in April 2002. 


Deutsche Bank reported a 
fall in pre-tax profits for the 
third quarter to €1.03 billion 
($930m), down from the first 
two quarters but up on a year 
earlier. Its investment-banking 
arm performed well in tricky 
markets, however. Deutsche 
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Bank was also reported to be 
discussing co-operation with 
Lazard, a venerable invest- 
ment bank that is said to be 
about to reform its compli- 


zard denied the rumour. 


Slowing growing 
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America's economy unex- 
pectedly cooled, as growth 
slowed to 2.7% at an annual 
rate in the third quarter com- 
pared with 5.6% in the second. 
Consumer confidence also 
waned, according to the Con- 
ference Board's index, which 
fell to its lowest point since 
last October. 


The Bank of Japan forecast 
that consumer prices would 
decline by 0.2-0.4% in the year | 
to March 2001, casting fresh i 
doubt on the wisdom of the | 
Bank's recent decision to raise 
interest rates. The bank also 
said that it expected GDP 
growth of 1.9-2.3% in the year 
to March; the government's 
Economic Planning Agency es- 
timates only a 1.5% increase. 





The oil price edged higher, de- 
spite OPEC's promise to in- 
crease output by 500,000 bar- 
rels a day. The euro 
rebounded slightly, perhaps 
responding to news that it 
had an unlikely new cham- 
pion: Saddam Hussein. Mr 
Hussein demanded that Iraq 
be paid for its oil in euros. 
Iraq may also convert $10 bil- 
lion held on its behalf in 
American banks, dwarfing 
sums recently spent by central 
banks intervening in support 
of the euro. 
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means being a global leader 
in producing the cleanest 
burning fossil fuel. 
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means being the first 
company to introduce 
cleaner burning fuels to 
many of the world’s most 
polluted cities. 


means being the largest 
| producer of solar елү 
j anp the world. - 


"means Брав: а joumey: 
that will take the world's: 
| expectations of € energy. 
< | beyond what’ ME can 
ISE ا‎ E st: 


j 
E 


3 9 7 
РИТА V. S 


T Ф 


P" аа x 


beyond. petroleum. - 









ASIA 


India's nudear dilemmas 





DELHI 





_ More than two years after declaring itself to be a nuclear power, India is 


„unsure what to do with its bombs. 


с EHAVE a big bomb now,” boasted 
Atal Behari Vajpayee, India's prime 
minister, shortly after hisgovernment tested 
"fivenuclear devices in May 1998. With a fresh 
but shaky mandate from parliamentary 
elections, Mr Vajpayee blundered into pro- 
claiming India's nuclear status from motives 
that mixed political calculation with а fear 
of China, India's nuclear-armed neighbour, 
and a feeling that India should — : 
“not be denied. the. prestige en- 
Jjoyed by the five declared nu- 
_ clear powers. 
He has since danced skilfully 
away from the diplomatic mess 
"created by the tests. Relations 
. with China, briefly rent, have 
"been mostly mended. An incur- 
‚оп by Pakistan into Indian ter- 
ritory last year, followed by a 
military coup, have helped per- 
suade the world that India is the 
saner of the battling pair. The 
United States deplored India's 
tests, butafter reciprocal visits by 
Bill Clinton and Mr Vajpayee re- 
lations are better than they have 
been in decades. The bomb 
lobby can argue that its strategy 
has worked. 
Yet there is now a dilemma. 
The hard-won goodwill depends 
partly on India’s keeping a low 
‘nuclear profile that threatens 
neither its neighbours nor inter- 
“national efforts to stop the 
spread of nuclear weapons. India is being 
harangued by doves at home, and anti-pro- 
` liferators abroad, who insist that any further 
development of its nuclear arsenal would 
- weaken, not strengthen, its security. It would 
‘anger China, and goad Pakistan, which an- 
gwered India's tests with its own, to escalate 
'itsnuclear buildup. 
Yet India's desire for а deterrent that 
could survive a first strike and worry China 






argues for more and bigger nuclear weapons’. 
deployed in potentially risky ways. The 
murkiness of India's nuclear programme 
makes either choice look possible. "South: 1; 
“as by: aircraft. The more fully deployed the 


Аба is at a nuclear crossroads,” according to 
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Samina Ahmed, an authority on Asian secu- 
rity at Harvard University. 

It is also the world's likeliest venue for a 
nuclear war. India and Pakistan have fought 


three full-scale wars and came close to fight- - 


inga fourth last year, when Pakistan-backed 
forces occupied territory on India’s side of 


the “line of control” in the disputed state of 


Kashmir. Pakistan hinted that it would use 


its bomb if India crossed into its territory, a 
threatit repeats with indecent frequency. In- 
dia put its nuclear forces on alert, according 
to a recent study. The perils of enmity are 
compounded by relative proximity and cor- 
respondingly abbreviated warnings of any 


nuclear attack, by India’s refusal to talk to 


Pakistan and by both countries’ inexperi- 
ence in handling nuclear weapons. 

These risks will be heightened if India 
and Pakistan move beyond the small, low- 


` tech deterrents they are thought to possess 
. now to larger, dispersed forces that could be 





ched at short notice on missiles as well 


. posed that India become capable of launch- 














weapons are, say analysts, th 
able they are totheftorla 
in panic. For such reasor 
jones of RAND, a think-tar 
America's "policy to try to 
weaponisation in India and P. 
rently sensible." | 
India's answer is a mix of теа 
cbfuscation and drift. The two pilla 
policy are a pledge not to be first 
dear weapons against any country, and a 
commitment toa “minimum credible deter- 
rent’, which could inflict unacceptable 
camage on any country that strikes: first. 
Much of the edifice, though, is missing ori 
visible. A body called the National Security. 
Advisory Board published a sketchy draft 
nuclear doctrine in August 1999, which pro- 














































ing nuclear weapons by land, sea апа a 
~The government has neither at- 
J cepted nor rejected it. 
А more authoritative state- 
"ment came from the foreign 
minister, Jaswant Singh, wh 
told The: Hindu newspape 
November 1999 that Ind 
would not keep its weapons 0; 
. hair-trigger alert, though he 
gested that they would be di: 
persed and made mobile to im 
` prove their chances of survivi 
a first strike. India does not nee 
the same number of nuclear 
warheads as potential nuclear 
aggressors have, he said, пога 
“triad” (aircraft, missiles plu 
submarines or ships) to launc 
them. 
So far, so reassuring. But 
'diagives the impression thatbe- 
hind such generalities lies not 
confidentiality but confusion, 
This is partly because India has 
<- done little to upgrade its policys 
making structure since becom 
ing a declared. nuclear powe! 
The National Security Council (мес); a body 
of top ministers formed in April 1999 to plan 
long-range strategy, has never met; its sec- 
retariat consists of the top intelligence-as- 
sessment agency, which continues to fulfi 
that function. The national-security advise 
Brajesh Mishra, doubles as Mr Vajpayee's 
top aide. K. Subrahmanyam, convenoroft 
National Security Advisory Board, describes 
the nsc as “stillborn”. If so, then nuclear 
policymaking may well remain an affair b 
tween a few top politicians and the nuclear- 
science establishment, uninformed b 
wider security considerations. 
What little is known about command 
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and control, a devilishly complex function 
that involves everything from who is autho- 
rised to push the nuclear button to the tele- 
communications networks by which his or- 
ders are transmitted, does not inspire 
confidence. Mr Vajpayee's knee surgery last 
month put out of commission temporarily 
the one person known to be authorised to 
launch India's nuclear weapons. 

Indian strategic thinkers retort that the 
doctrine of no first use answers many of 
these concerns. Since India would use nu- 
clear weapons only after being attacked, it 
would have time to assess whether it has ac- 
tually been the victim of anuclear attack and 
to prepare a response. 

Even if India is being prudent, it must do 
more to convince others, particularly Pak- 
istan. For the moment, India refuses to talk to 
Pakistan until it ceases "cross-border terro- 
rism" in Kashmir. That is understandable, 
but it means that noone is discussing the sort 
of confidence-building measures that could 
lessen the danger that one side might misin- 
terpret action by the other as hostile. There is 


now “such an extreme form of opacity that 
either side has to assume the worst,” says 
Scott Sagan, co-director of Stanford Univer- 
sity’s Centre for International Security and 
Co-operation. 

There are hints, perhaps, of a thaw. 
“Track 2 diplomacy” (between ex-officials 
and non-officials) is under way, and India’s 
defence minister, George Fernandes, says 
that Pakistan’s recent decision to back an In- 
dian non-proliferation initiative at the Un- 
ited Nations “indicates a possibility of dis- 
cussions” there. 

The tenor of any accord with Pakistan 
could depend on the nuclear face India turns 
to China. This is the biggest mystery. India 
lost a war to China in 1962 but still holds 
some territory that China claims, and vice- 
versa. Part of India’s proclaimed reason for 
testing nuclear weapons was to stand up to 
the region’s superpower. Yet Indo-Chinese 
relations have been improving, and India 
may fear that nuclear deployment is more 
likely to provoke China than deter it. 

India may also lack the means. Some an- 


alysts contradict its claim that it successfully 
tested a hydrogen bomb powerful enough to 
flatten Chinese cities, and question whether 
India yet has the expertise to load a bomb on 
to a missile, the only way to threaten China 
seriously. India's government refutes this 
scepticism. Its moratorium on further nu- 
clear testing is based on the belief that it has 
enough data to build u-bombs and nuclear- 
tipped missiles. Mr Fernandes says that the 
medium-range Agni 2, the main means of 
delivering a nuclear warhead to China, is 
"due for testing". 

Perhaps, though, the confusion sur- 
rounding India's nuclear programme is a 
sign that it has chosen the studied ambigu- 
ities of diplomacy over the uncertain bene- 
fits of an advanced deterrent. India will “do 
everything short of saying our nuclear pro- 
gramme has stopped,” says V.R. Raghavan, a 
former director of military operations who 
now heads the Delhi Policy Group. If true, 
India’s bomb may not be much bigger than it 
was before it shocked the world by testing. 
But India, and the world, could be safer. 





Taiwan 


Sacking Chen 


TAIPEI 


Taiwan's Kuomintang may be about to force President Chen from office 


AIWAN faces the risk of political melt- 

down in the wake of a decision on Octo- 
ber 26th to cancel construction of the coun- 
trys fourth nuclear power plant. 
Cancellation has been on the cards ever 
since the anti-nuclear Democratic Progres- 
sive Party (pr) candidate, Chen Shui-bian, 
won the presidential election in March, 
bringing 50 years of rule by the Kuomintang 
(кмт) to an end. But it was not just the can- 
cellation of a pet кмт project that irked. 

Theannouncement came barely an hour 
after Mr Chen had had his first face-to-face 
meeting with the KMr's chairman, Lien 
Chan, since the election, in a bid to 


act. For its part, the cabinet argues that it re- 
tains rights of executive supervision over the 
implementation of a budget and can change 
itor cancel it, if need be. 

The кмт, however, has a rather grander 
aim than seekinga constitutional interpreta- 
tion. It wants Mr Chen out, and sees the 
power-plant issue as the last straw in a five- 
month long chapter of mismanagement by 
the new government which has, among 
other things, seen the stock market lose 
around 40% of its value. It is seeking the recall 
of Mr Chen and looks to be within a hair's 
breadth of accomplishing it. All that is 


needed is the votes of two-thirds (147) of the 
members of the 221-seat legislature. The кмт 
has 115 seats; the People First Party, led by 
James Soong—the man who probably cost 
Mr Lien the presidency back in March by 
drawing votes away from the кмт—һаѕ 17, 
and the fading pro-China New Party has 
nine:141 all told. The prr has only 68. The rest 
of the seats are held by 12 independents, and 
nobody knows which way they will vote. 
The prr claims the support of seven of them, 
but the кмт has never had much trouble 
picking up independent support in the past. 
The question that remains for the кмт is 
not just whether it can push through a recall 
vote, but whether it really wants to. Being out 
of power is something it is unused to and 
would like to bring to an end. Buta recall mo- 
tion has its risks. Should it be passed by the 
legislature, there will then have to be a na- 
tional referendum on whether to sack Mr 
Chen or not. If this were approved, then there 





improve relations between the two | 
parties. The кмт still controls the leg- | 
islature and has proved a major 
stumbling block to the new govern- 
ment's attempts to implement its 
election promises. The party inter- 
preted the timing of the announce- 
ment as a slap in the face, for which it 
is now seeking revenge by attempting 
to "recall" (ie, sack) the president. 

Itis noteven clear that Mr Chen's 
government was acting legally when 
it cancelled the reactor project with- 
out the approval of the legislature. 
The кмт insists that a budget, as an 
act of parliament, has the force of a 
law. To alter it so radically, therefore, 
needs an amendment to the original 
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Truce over 


would have to be another presidential 

election. All this would be appallingly 

disruptive, at a time when the econ- 
omy, with a paralysed property mar- 
ket and a banking sector awash in bad 
loans, is looking in need of careful 
handling. Voters are unlikely to take 
kindly to going to the polls twice in 
such a short space of time. Meanwhile, 
KMT success in a presidential election 
is far from assured. Mr Soong, who left 
the кмт when he was not chosen as its 
presidential candidate last time 
around, would be an odds-on favour- 
ite to win. For that reason alone, Mr 
Lien, smart though he may after Mr 
Chen's behaviour, might still back 
away from a showdown. 
п 
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Kirgizstan 


And the 
winner 15... 


BISHKEK 


x АКАЕУ, who has been president 
of the former Soviet republic of Kirgiz- 
stan since 1990, was re-elected for yet an- 
other five-year term this week with a nifty 
74.5% of the vote. Considering that the coun- 
try's economy is in terrible shape, true un- 
employment may be as high as 50%, and cor- 
ruption is rampant, it might seem surprising 
that three-quarters of the electorate chose to 
keep him in office—and even gave him a few 
percentage points more than the last time 
round. The reason, of course, is that the elec- 
tions were a sham. 

Mr Akaev has duly had his knuckles 
rapped. The Organisation for Security and 
Co-operation in Europe (osce), which mon- 
itored the election, said the Kirgiz presiden- 
tial election failed to comply with its stan- 
dards for democratic elections, condemning 
the process in even harsher terms than it 
used for the country's dubious parliamen- 
tary elections in February and March. The 
registration of candidates was restrictive and 
excluded prominent candidates; local and 
regional authorities interfered in the elec- 
toral process, and media coverage was ex- 
tremely biased in favour of the incumbent, 
the osce said. 

The damning report of the osce and 
other local and international organisations 
observing the election made it clear that Kir- 
gizstan has forfeited its long-held reputation 
as an island of democracy in a sea of despo- 
tism. During the first years of independence, 
from the early to mid-1990s, American offi- 
cials—who must now be blushing—liked to 
hail Mr Akaev as the “Thomas Jefferson of 
Central Asia”. 

But those days are now history. Mr 
Akaev has not had an easy time asserting 
himself among other Central Asian leaders, 
who prefer to rule their countries with an 
iron hand. Kirgizstan’s progress towards a 
market economy has been slow and was se- 
riously hampered by the financial crisis in 
Russia. Today, Kirgizstan has a foreign debt 
of $12 billion, slightly bigger than its GDP. 
Since many Kirgiz are deeply dissatisfied 
with their ever-decreasing living standards, 
Mr Akaev could not count on victory. 

So he turned to trickery. The creation of a 
special commission in June charged with 
testing the candidates' knowledge of the Kir- 
giz language as a prerequisite for being regis- 
tered turned out to be a helpful tool to get rid 
of inconvenient opponents. After years of 
Soviet rule, most people in Kirgizstan still 
speak mainly Russian. But even seasoned 
Kirgiz-speakers were tripped up by the arbi- 
trary judgments of the commission. As a re- 
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Kirgiz democracy in action 


sult, seven potential candidates failed the 
language exam. Mr Akaev's strongest rival, 
Feliks Kulov, declined to take the test and 
was barred from standing. 

Even those who passed then found it 
pretty much impossible to get their message 
across. The European Institute for Media 
found that Kirgizstan's television stations 
devoted 90% and print media 70% of their 
election coverage to—guess who? 

п 
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Nepal 


Mao in the 
mountains 


KATMANDU 


ANY things have dented Nepal's im- 

age as a tranquil Himalayan Shangri 
La in recent years. None more so than a 
shadowy insurgency by self-described 
Maoists that has left around 1,500 people 
dead since it began in 1996. But after nearly 
five years of violence, and many failed at- 
tempts to crush the rebels by force, the Ne- 
pali government has finally started talking to 
people it considers to be terrorists. 

A first informal contact between the 
deputy prime minister, Ram Chandra Pou- 
del, anda leading Maoist, Rabindra Shrestha, 
took place amid great secrecy late last week. 
More meetings could take place soon, if the 
rebels’ demand for the release of jailed com- 
rades is met. 

The problem is that there appears to be 
no common ground between the two sides. 
Judging from their public statements, the re- 
bels want the moon, or at least Chairman 
Mao's version of it. An end to the monarchy, 
the breaking of close ties with neighbouring 
India, a “people’s republic” with collective 
farming and peasant ownership of land are 
just some of the demands made in the past. 
The government wants tostart with a Maoist 
ceasefire, and perhaps hopes to bring the in- 
surgents into the multi-party democratic 
mainstream. 

The trouble is that the Maoists have been 
there before, and didn’t like it. Communist 
parties in Nepal have long been well-repre- 





| India's police bowl a wide 


HE Indian police have been investi- 

gating claims that cricket matches 
have been fixed. In their 162-page report 
published this week they lament the dis- 
cord in "the music of a sweetly-timed 
stroke". No one is surprised in cricket- 
mad India that even the police get emo- 
tional about the game. What may be sur- 
prising is that members of the "under- 
world mafia", as the report calls them, 
have apparently studied cricket's arcane 
rules with a view to bribing players so that 
they could confidently bet on the result. 

The report names five Indian and nine 
foreign players who, it says, took, or were 
offered, bribes to lose matches. All have 





denied any wrongdoing. One of those ac- 
cused is a former Indian skipper who, as it 
happens, had an outstandingly successful 
career. Perhaps, once he was out on the 
| field, the hero of the hour, he could not 


bear to lose, and bowled the gangsters a 
bouncer. Or perhaps the police were mis- 
informed, a common proolem for Indian 
jurisprudence. While complaining that 
"the romanticism assocated with the 
game is perhaps gone for ever", they say 
that no criminal charges would follow 
their accusations because of the difficulty 
of securing evidence that would convince 
acourt. All the same, the report says, it was 
a crisis for cricket more sinister than the 
“bodyline” controversy of 1932-33, be- 
tween Australia and Britain. 

India’s cricketing board, the game’s 
umpire, is deeply sceptical of the report's 
claims. There might be one or two black 
sheep in the game, but the board was not 
aware of them, said their man in the white 
coat. In any case, you would need all 1 
players to fix a match. In India such agree- 
ment was not possible. 
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sented in parliament, and have even led co- 
alition governments. Maoists won a few 
seats in 1994, but a splintered left-wing vote 
denied them any real influence. They 
launched their “people’s war against a cor- 
rupt, bourgeois system" two years later. 

So far, there have been no confirmed di- 
rect attacks on foreign tourists or aid work- 
ers—both crucial to Nepal’s economy. Few 
believe that the Maoists, who boast of links 
to Peru’s Shining Path, can actually conquer 
the entire country. But they have fought on 
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through various heavy-handed police ac- 
tions that have been roundly criticised by lo- 
cal and international human-rights groups. 
An attack in late September on a remote 
western town was their best organised and 
most audacious to date. About 1,000 gunmen 
(and women, the Maoists preach equal 
opportunity) launched a midnight raid on 
the town. After several hours of intense gun- 
fire, 14 policemen were dead and hundreds 
of thousands of dollars had been looted 
from local banks. 





Flying the flag in Irian Jaya 


JAYAPURA 


HE separatists in Irian Jaya may be a 

long way from gaining independence 
from Indonesia, but they do have a flag, 
called the Morning Star. Each evening 
when, in awed silence, itis lowered and put 
away for the night in Jayapura, the main 
town, it is saluted by black-clad separatist 
militiamen who call themselves the Pap- 
uan Task Force. 

What the separatists are doing, in 
Jayapura and across the Indonesian half of 
the island of Papua, is formally illegal. Un- 
der Indonesian law, only the national flag, 
known as the Red and White, can fly over 
Indonesia's sovereign territory. But Presi- 
dent Abdurrahman Wahid, in a pacifying 
gesture to the separatists, said the Morning 
Star could fly, as long as the Red and White 
flew beside it. Then he changed his mind. 

The separatists took no notice. In 
Jayapura the Morning Star continues to be 
tolerated. But in the hill town of Wamena 
on October 6th, police tried to pull down 
the flag from its pole in the central market. 
In the brutal fighting that followed, more 
than зо people died. Wamena is one of the 
places in Irian Jaya where there is enmity 
between native Papuans and migrants re- 
settled in the province by the Indonesian 
government from overcrowded Java. 

In the fighting over the flag, naked Pap- 
uans armed with bows and arrows and 
spears fought the police, who used fire- 
arms. The local police chief, Superinten- 
dent Daniel Suripatty, claims that the flags 
have now been taken down both in Wa- 





mena and the surrounding Baliem 
Valley. But it has been done at a cost. 
The migrants are fleeing, after some 
were hacked to death in the fighting. 
Schools are closed, Wamena’s hos- 
pital is barely staffed. The Baliem 
area is flooded with police and 
troop reinforcements. 

The separatists say that the flags 
have only been hidden and will fly 
again when orders are received from 
their representative body, the Pap- 
uan Presidium Council. Thaha Al- 
hamid, the secretary-general, says 
the separatists want to achieve inde- 
pendence only through negotiated, 
peaceful means and without scaring 
away the hundreds of thousands of 
migrants. 

The migrants themselves are 
confused. They came to Irian Jaya 
seeking a better life, and now find 
themselves in a divided land. Some 
say they sympathise with the Papuan 
cause, and feel the Papuans have had a raw 
deal. But they also complain of demands 
for money from Papuans, who throw rocks 
at their cars. “I have been here since 1982. It 
has never been as bad as this,” said one car 
driver. The migrant problem has become 
worse with the arrival of thousands of ref- 
ugees from Ambon, the scene of clashes 
between Muslims and Christians. These 
refugees hoped they would be safer in 
Irian Jaya, which they regarded as a Chris- 
tian land. Now they are not so sure. 

The authorities in Irian 
Jaya are anxiously awaiting 
December 1st, regarded by 
Papuans as their indepen- 
dence day. Much flag-flying 
and possible accompanying 
trouble is expected. On De- 
cember ist 1961, the Morning 
Star first flew in Jayapura. 
The Papuans, then under 
Dutch rule, expected inde- 
pendence, but Indonesia 
swallowed upthe territory in 
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The greatest fear is not that the "red flag 
will fly from the top of Everest", as one Mao- 
ist pamphlet grandiosely puts it, but that 
scattered violence will frighten off Nepal's 
aid workers and tourists. That would devas- 
tate an already shaky economy, plagued by 
poverty and official corruption. The Nepali 
people may not yet share the Maoists' view 
of the future, but they are not exactly happy 
with their government's version of liberal 
democracy either. 
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Flag-hunters on patrol 
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1963. In 1969, through a widely disputed 
"referendum" among some 1000 local 
chiefs, the move was ratified. 

Theys Eluay, appointed chairman by a 
Papuan Congress a few months ago, is ex- 
pected to report on December 1st what 
headway has been made towards inde- 
pendence. Not much, it seems. Mr Eluay is 
a traditional leader of the Sentani people 
from the Jayapura area. On ceremonial oc- 
casions he can count on a guard of honour 
from the Papuan Task Force. But not every- 
one trusts him. Mr Eluay took part in the 
1969 referendum and subsequently served 
for years as a provincial legislator for the 
Golkar party under Indonesia's former 
president, Suharto. 

In some areas Mr Eluay's writ barely 
runs. In the vast southern district of Me- 
rauke, local separatist leaders say more 
than 1,000 Morning Stars are flying. They 
are unlikely to come down because Mr 
Eluay saysso.A separatist leader, Januarius 
Wiwaron, says the villagers want to keep 
them flying. As so often in the past the flag 
will be defended, to the death if necessary. 
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breakthrough in the trade agreement." 
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UNITED STATES 





It could be you 


WASHINGTON, DC 


George W. Bush is showing signs of triumphalism. Is it justified? 


N THE final furlong of 
the President's 2000 
Stakes, the Bush thor- 
oughbred is nosing ahead 
and its backers are starting 
— to act as if they have al- 
ready won. In his campaign rallies, George 
W. Bush exudes a brash confidence, swag- 
gering on stage, waving a three-fingered “W 
for victory" sign. He is hoping that, by look- 
ing like a winner, he will con- 


W. Bush is Getting Cocky with "begins each 
rally by electrocuting one lucky audience 
member." 

Hubris? Partly. It is true that in most na- 
tionwide polls, Mr Bush is ahead—fraction- 
ally. But pollsters do not know who is likely 
to vote this time and their surveys are very 
volatile (the Gallup poll is now nicknamed 
the Nasdaq). The state-level polls show Mr 
Gore with a handful more than the 270 elec- 


toral-college votes needed to win—and that 
is how the presidency is actually chosen. 

The truth is that this is one of the closest 
races ever. Even in the 1960 presidential con- 
test, which was finally decided by just 0.02% 
of the vote, no one thought the House or Sen- 
ate might change hands. This time, either is 
possible. And while you can usually see 
some consistent movement of opinion in the 
so-called battleground states during the last 
week, this time these states are swinging ran- 
domly.One minute, Mr Bush is up in Florida, 
down in Pennsylvania. Then, the opposite. 

The most striking measure of the close- 
ness of the race is the possibility that the out- 
come of the election might not accord with 
the popular vote. Voters actually choose an 
electoral college, which then picks the presi- 
dent. Thus Mr Bush could win the popular 
vote, but could lose the electoral college— 
particularly if Mr Gore wins several big 
states by narrow margins, while Mr Bush 
wins smaller ones by huge margins. 

If the race produces a tie in the electoral 
college (269 each), the new House of Repre- 
sentatives is supposed to break the logjam. 
But the election may leave no party with a 
majority there, so it may not be able to do so. 
In that case, the decision goes to the Senate, 
but it requires a quorum of two-thirds to 
make a decision, so either side would have 
the power to prevent a ruling. If that hap- 
pens, the law of presidential succession kicks 
in while the wrangling continues. First up is 
the House Speaker, who may well prefer to 
keep his seat rather than accept such an un- 
certain position. Then would come the Sen- 
ate president, Strom Thurmond. If the 97- 
year-old cannot serve, the next in line is the 
secretary of state. But since Madeline Al- 
bright was born abroad, she cannot serve as 
president, so the job would finally end up 
with the current treasury secre- 
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displays itself on the late-night 1984 Down Poor American — Down Rep Though mos: voters say they 
talk shows. The Jay Leno show 1988 Down Good National — Up Rep | have made up their minds, 
produced a mock front page of | 1992 Down Poor American — Up Dem much support on both sides is 
the Los Angeles Times with the 1996 Up Good American — Up Dem soft and changeable. In the last 
headline screaming “Bush | Rep win if.. Downinochange Poor ^ Атекап ^— Upsincumbent two close races, around a quar- 
Wins!”. At the same moment, | Record: —  9outof 12 8outof!] Boutofl2  8outof 12 ter of voters said they changed 
David Letterman began hislist | 2000 Down Good American — Down Rep? | theirmindsin the last fortnight. 
of the Top Ten Signs that George | 590% American Enterprise institute In this final stretch, Mr Bush 
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Lurve-in (1) 
"It seems like he has a nice family and that 
he has worked very hard, and that, you 
know, he's an attractive young man." 
Hillary Clinton, asked to name three 
things she liked about her opponent, Rick 
Lazio, at the final New York Senate debate, 
October 27th 

KK 
Lurve-in (2) 
“Well, I think you're an attractive woman 
and I think you've got a very nice family, 
Im sure you're a very good mother as 
well." 


has reason for slightly greater confidence. “If 
an incumbent can't close the sale by the end 
of the race and get over 50% in polls,” wrote 
the director of the Roper Centre, a polling 
organisation, last year, “it means there is real 
resistance to returning him or her to office." 
Mr Gore has been consistently below 50%. 

To some extent, Mr Bush has been lucky. 
In the summer, it was unclear whether turn- 
out would be driven up by the policy differ- 
ences between the two candidates, and by 
the high stakes involved in the election, or 
whether prosperity would engender com- 
placency and a low turnout. Now compla- 
cency seems to have won. Both campaigns 
expect the turnout to be no higher than the 
dismal 66% of registered voters in 1996. And 
the Republican faithful tends to vote more 
reliably than Democrats do. 

But there are two structural reasons why 
Mr Bush is in the better position now. First, a 
close race forces Mr Gore to defend more ter- 
ritory than it does Mr Bush. Mr Bush is com- 
petitive in over 20 states that Bill Clinton 
won in 1996. This reflects the obvious fact 
that he must win some of the states that Mr 
Clinton carried. But it also reflects the reality 
that Democrats tend to carry their states by 
narrower margins. 

The measure of Mr Gore's trouble is that 
the Republicans are competitive even in six 
states that Michael Dukakis won in 1988. 
They are Oregon, Washington, Wisconsin, 
lowa, Minnesota and—most remarkable— 
West Virginia, one of the most reliably 
Democratic states in the country. They do 
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Play nice 
"If Gore cannot beat the bumbling Texas 
governor with that horrific record, what 
£ood is he? Good heavens, I mean, this 
should be a slam-dunk.” 
Ralph Nader, *This Week", ABC, October 
29th 
*** 
Jokeofthe week 
“|My opponent] claimed he invented the 
Internet. But if he was so smart, how come 
all the Internet addresses start with a “Уу?” 
George W. Bush in Wisconsin 
kk 
Sign of the week 
“Make him spend it all, Bob.” 
Signs in New Jersey referring to the per- 
sonal fortune Jon Corzine, Democrat, is 
spending in his Senate battle with Bob 
Franks, Wall Street Journal, October 27th 
wee 
Freudian slip of the week 
“When I put my hand on the Bible, thatday 
when they swear us in, when I put my 


Swing states — 
ue ي‎ ы کی‎ leading candidate 
Leaning to Bush 
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Maine (4 votes) and Washington (11) are tied. 
270 votes needed to win 
Source: National Journal 


hand on the Bible, I will swear to not—to 
uphold the laws of the land.” 
Mr Bush in Ohio, October 27th 

ЖЖЖ 
Blind date 
“Its not ‘The Dating Game’. You don't have 
to fall in love with Al Gore. I did that.” 
Tipper defends her man in Michigan 





not have many electoral college votes (51 in 
all, fewer than California alone). But they 
show how Ralph Nader, the Green Party 
candidate, could damage Mr Gore. These six 
states include the four where he is strongest. 

Second, Mr Gore is again being harmed 
by a renewal of divisions within his own 
party. For years, the Democrats have been 
divided between business-friendly, third 
way “New Democrats” and traditional tax- 
and-spenders. For two elections, Mr Clinton 
was able to hold this coalition together. In 
1992, the Democrats were desperate to re- 
capture the White House after 12 years out of 
office, and in 1996, they hated Newt Gingrich 
even more than they hated each other. This 
time, only the Republicans are desperate 
enough to hide their divisions. 

The upshot is that Mr Gore has been 
forced to present an essentially muddled 
message to appeal to both camps. In prac- 
tice, many of his proposals come from the 
New Democrats, with his stress on fiscal 
responsibility combined with lots of little tax 
credits and a promise not to increase the size 
of the federal government. But his rhetoric is 
pure Old Democrat, promising to fight for 
“the people against the powerful"—Big Oil, 
Big Insurance and the rest of it. 

This has not worked well. Only three- 
quarters of self-described Democratic voters 
say they will choose Mr Gore (compared 
with 90% of Republicans who say they will 
vote for Mr Bush). The leftist tilt of his rheto- 
ric has not been enough to put an end to Mr 
Nader's challenge. But it has given Mr Bush 


the opportunity to make an argument, in the 
midst of unparalleled prosperity, that the 
election poses a choice between big govern- 
ment on the one hand and self-reliance or 
theother. According to a recent Washington 
Post-ABc poll, more than two in three voter: 
believe the vice-president favours bigger 
government. In a country where the centre 
of political gravity is slightly to the right, М! 
Gore is on the wrong side of the argument. 

Given the closeness of the race, Mr Gore 
is in a position to overcome these problems 
But todo so, almost everything now has to gC 
right for him. That means, first, that the 
Democrats have to produce a get-out-the- 
vote effort every bit as formidable as the onc 
they mounted in 1998, when they were 
helped by the backlash among the Demo- 
cratic faithful against impeachment. 

Next, Mr Gore has to win the Nader vote 
back. This is not straightforward, if only be- 
cause it is unclear how many of these people 
are lapsed Democrats and how many are 
third-party voters who would never vote for 
either big party anyway. Lastly, he has to find 
a way to dramatise the differences between 
himself and Mr Bush in order to turn the tide 
of complacency. 

He found this hard to do in the past few 
months. The outcome of the election next 
Tuesday may depend on whether he can dc 
it in the last few days—and whether thi: 
changes enough minds in the battlegrounc 
states to make a narrow, but all-importan!: 
difference in this neck-and-neck contest. 
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Al Gore's domestic difficulty 


Tenn-all-at-see 


TENNESSEE has been ex- 
ceedingly good to Al Gore. 
It not only sent him to 
Washington, pc, as a con- 
gressman and senator. It 

Я has also rescued his floun- 
desing presidential campaign not once, but 
twice. When Mr Gore looked as if he might 
lose to Bill Bradley, he moved his campaign 
headquarters from the nation’s capital to 
Nashville. And when he was looking for a 
theme for his somewhat schizophrenic cam- 
paign, he turned to Tennessee's populist tra- 
dition, with its emphasis on the struggle be- 
tween “the people” and “the powerful” and 
its admiration for government bodies like 
the Tennessee Valley Authority. 

But Mr Gore’s luck with Tennessee may 
be about to run out. Presidential candidates 
usually win their home states, thanks to a 
mixture of pride in a local-boy-made-good 
and greed for presidential pork (ask Atlanta 
about Jimmy Carter). But the man from Car- 
thage is three points behind in the latest lo- 
cal polls. Why is Mr Gore doing so badly? Lo- 
cal Republicans give two contradictory 
reasons. The first is “because we know him". 
The second answer is because Mr Gore is not 
really from Tennessee: he grew up in a posh 
hotel in Washington, pc. 

In fact, Tennessee's reluctance to vote for 
Mr Gore is more a verdict on his party than 
his personality. Tennessee, unlike many 
southern states, has always had a strong Re- 
publican tradition: during the Civil War the 
mountainous eastern part of the state was 
home to Unionists who disapproved of slav- 
ery. More recently, Mr Gore's father was an 
early victim of Richard Nixon’s southern 
strategy, which drove a wedge between 
southern Democrats and their party. 

Nowadays, the future of the state is being 
forged in places like Williamson County. A 
suburb of McMansions and upmarket malls, 
Williamson is growing by about 5,000 peo- 
ple a year, attracted by the state’s booming 
automotive, medical and high-tech indus- 
tries, and by the county’s good schools. 
These newcomers have no memory of the 
role that the Tennessee Valley Authority 
played in helping pull Tennessee out of dire 
poverty in the 1930s. And they have no sym- 
pathy for Mr Gore's habit of bashing the en- 
gines of the local economy. (HCA, a huge 
health firm, has its headquarters in Nash- 
ville.) The populist tradition that resonates 
with them is the government-bashing pop- 
ulism of Andrew Jackson (another Tennes- 
sean) rather than the Wall Street-bashing of 
AlGore’s father. 

Bill Clinton only managed to hold Ten- 
nessee by a margin of two points in 1996, de- 
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The bettor's choice 
lowa Electronic Market*, daily price history 


‘contract on the outcome of the presidential election. 





“Futures 
Source: University of lowa Henry B. Tippie College of Business 


spite 16 appearances by Mr Gore. The Re- 
publicans currently have a much more 
powerful political machine than the Demo- 
crats. They occupy both the state governor- 
ship and the two Senate seats. 

Local Republican activists are revved up 
for the battle, and delight in tormenting the 
local-boy-made-good. They discovered a 
woman who was living in slum-like condi- 
tions in one of Mr Gore’s properties. They 
also placed a billboard opposite his head- 
quarters, featuring the vice-president and 
president locked in a close embrace over the 
caption “Our greatest president” (Mr Gore’s 
words, in the middle of the Lewinsky saga). 

It will certainly be an embarrassment for 
Mr Gore if he learns on Tuesday evening that 
he has lost Tennessee, particularly as he in- 
tends to spend election night in Nashville. 
But things could be worse. One of the few 
presidents to lose his home state was James 
Knox Polk back in 1844. He had spent almost 
his entire career in Tennessee politics. 
= 





Economic policy 


The name game 


WASHINGTON, DC 


FOR all the candidates’ 
grand talk about detailed 
economic plans, the hard 
truth is that no president 
can guarantee that his poli- 

ae cies will be enacted. Even a 
friendly Congress has its own legislative 
goals. Presidential power lies in agenda-set- 
ting and in appointments. 

Yet this time, those appointments could 
be unusually important. As well as picking 
the usual swathe of economic of- 
ficials (most visibly, the treasury 
secretary), the next president may 
fill up to five of the seven presi- 
dential appointees on the Federal 
Reserve Board. That represents an 
extraordinary chance to influ- 
ence monetary policy 

Were Mr Gore to win the elec- 
tion, Larry Summers would prob- 
ably stay on as treasury secretary, 








Summers’ lease 


UNITED STATES 
at least for a while. Mr Summers certainly 
wants the job. He has been closely involved 
in the Gore campaign. And the markets 
would approve. But two other names are 
mentioned: Jim Johnson, former head of 
Fannie Mae, the partially privatised mort- 
cage agency, and Franklin Raines, the cur- 
rent head of Fannie Mae. They may be of- 
fered the "Rubin route”: that is, to begin by 
chairing the National Economic Council (as 
Robert Rubin did at the beginning of the 
Clinton administration) end then move to 
become treasury secretary. 

Alan Blinder—a top academic, former 
vice-chairman of the Federal Reserve Board 
and Gore campaign adviser—is another po- 
tential chairman of the National Economic 
Council, though that could be tricky with Mr 
Summers at Treasury. The two do not get on 
well. Conceivably, Mr Blinder could head 
the Council of Economic Advisers, a posi- 
tion he turned down in 1996, or maybe even 
become Federal Reserve chairman, were 
Alan Greenspan to retire before the end of 
histerm in June 2004. 

Under a Gore presidency Roger Fergu- 
son, the current vice-chairman of the Fed, 
whose term has actually expired, would al- 
most certainly be reappointed. (His reap- 
pointment has to date been held up by Phil 
Gramm, the Republican chairman of the 
Senate Banking Committee.) Two other seats 
are currently vacant. Carol Parry, a Clinton 
nominee, might get one. Another name 
mentioned in Gore circles is Lael Brainard, а 
young high-flying woman who was most re- 
cently deputy director of Bill Clinton's Na- 
tional Economic Council. Successors will 
also be needed for Larry Meyer, whose term 
ends in January 2002, and Edward Kelley, 
whose time is up in 2004. 

A Bush Fed might involve even greater 
change. The much respected Mr Ferguson 
might not get renominated. Mr Kelley, the 
only remaining Republican appointee save 
Mr Greenspan, has had health problems and 
might resign early. Possible Fed nominees 
include academics who have advised Mr 
Bush, particularly John Taylor, a monetary- 
policy expert from Stanford University. 

Mr Bush's treasury secretary is hard to 
predict. Larry Lindsey, hismost public econ- 
omic adviser, wants the job. But many Re- 
publican insiders would put him in charge 
of the National Economic Council, and give 
the Treasury job to а Wall Street heavy- 
weight, such as Walter Shipley, the retired 
boss of Chase bank, or Donald 
Marron, the politically ambitious 
head of PaineWebber (and who 
backs individual accounts as part 
of Social Security reform—an is- 
sue close to Mr Bush's heart). Jack 
Hennessy, former CEO of Credit 
Suisse First Boston, and Gerald 
Parsky, a California-based finan- 
cier, are also mentioned. 

Mr Gramm, and another 
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Texan politician, ‘Bill: Archer, the retiring 
chairman of the House Ways and Means 
Committee, are long shots. Another option is 
a Texan financier, such as Richard Rainwa- 
ter. But appointing a Texan might be a omi- 





nous. According to David Hale, of Zurich Fi- 


nancial Services, three of the four big bouts 
of dollar depreciation since the 1970s have 
occurred under the aegis of treasury sec- 
retaries who hailed from Texas. 





The battle for Congress 


Too close to call 


Congress looks no easier to predict than the presidency 


AS IF a nail-biting presi- 
dential campaign were not 
enough to keep political 
junkies up all night on No- 
vember 7th, this year offers 
the rare possibility that 
control of both the Senate and the House of 
Representatives could also change hands. 
Republicans currently control both legisla- 
tive chambers, though by slim margins. For 
the armchair pundit (or insomniac), here is a 
brief guide to the legislative battleground. 

The Democrats’ best chance is in the 
House of Representatives. Of 435 seats there, 
222 are currently held by Republicans, 209 
by Democrats, two by self-proclaimed inde- 
;. pendents, and two are vacant (after the 
* deaths of their incumbents). In theory, the 
Democrats need to win seven seats, though 
matters are complicated because one Demo- 
crat, James Traficant of Ohio, has promised 
to support Dennis Hastert, the current Re- 
^ publican speaker. In the previous election, in 
`. 1998, 98% of the incumbents were re-elected. 
This year, there are 35 “орел” seats where the 
incumbent is not running, of which 26 are 
currently held by Republicans. There are also 
a couple of dozen incumbents who are po- 
tentially vulnerable. 

The table shows 21 of the most watched 
House races, with poll margins of around ten 
percentage points or less. (Health warning: 
opinion polls, particularly in House races, 
often swing wildly.) Judging by the most re- 
cent numbers, the Republicans’ chances of 
keeping control seem to have strengthened 
slightly, but there are still around a dozen 
races which are too close to call. 

Unlike the presidential election, in 
which many of the battleground states are in 
the mid-west, the outcome in the House will 
depend greatly on what happens in the west 
and, to a lesser extent, the South. In the west 
the arithmetic is particularly worrying for 
the Republicans. They have four vulnerable 
seats in California, plus one each in Wash- 
ington, Montana and Utah. The idea that the 
Democrats could recapture the House with a 
western sweep alone has rattled the Repub- 
lican hierarchy, which, among other things, 
recently made sure that the Republican can- 
didate for the close Utah seat received credit 
for a pork-barrel water project in the recent 
budget even though he wasn't yet elected. 


illii. 
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Parts of the South, too, are vulnerable. In 
Arkansas Jay Dickey, a four-term Republi- 
can, is fighting off a strong Democratic chal- 
lenge. In Kentucky at least two incumbent 
Republicans are in close races, and in Florida 
the seats of an outgoing and an incumbent 
Republican are vulnerable. But in Missouri, 
New Jersey and West Virginia, Democrat- 
held seats are in jeopardy. 

In the Senate, the Republicans currently 
hold 54 of the 100 seats. Thirty-four seats are 
up for re-election this year, and ten of these 





races ate close, with poll margins of around 
10% or less (see table). In theory, the Demo- 
crats need to pick upfive seats togain control 
of the Senate, though the maths is compli- 
cated by presidential politics in two ways. 
First, if the Senate is split evenly between the 
parties, the tie-breaking vote is cast by the 
vice-president. And, second, Joe Lieberman 
will have to give up his seat if he becomes the 
Democratic vice-president—and his succes- 
sor will be appointed by the Republican 
governor of Connecticut. 

The target probably rises to six seats, be- 
cause the Democrats are likely to lose their 
seat in Nevada, and possibly even to seven, 
because they may lose in Virginia. All the 
same, the Senate Democrats are more op- 
timistic than at any previous time in the 
campaign. In New York and New Jersey, two 
newcomers, Hillary Clinton and Jon Cor- 
zine, a free-spending investment banker, 
seem to be hanging on to Democratic seats. 
And some of the other races are breaking 
their way. 

The most perplexing is Missouri, where 
the Democrat candidate, Mel Carnahan, the 
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governor of the state, was killed in an aircraft 
crash two weeks аёо. Now John Ashcroft, 
the Republican incumbent and fervent 
Christian, must have mixed feelings about 
discovering that in politics, too, there is an 
afterlife. The late governor is still on the bal- 
lot,and ahead in the polls. If he wins, his suc- 
cessor (as governor) will appoint his widow, 
Jean Carnahan, to the Senate seat. 

In Minnesota, the incumbent Republi- 
can senator, Rod Grams, is trailing his 
Democratic challenger. In Florida, the 
Democratic challenger is ahead in the seat 
currently held by Connie Mack,a retiring Re- 
publican. In Delaware, Bill Roth, a 79-year- 
old Republican veteran, is fighting for his po- 
litical life. And in the west, too, the Republi- 
cans are under pressure. Incumbent 
Republicans in Montana and Washington 
(see next story) face extremely close races. 

Different though the battlegroundsare, it 
will be argued, much surely depends on the 
presidential race: the name at the top of the 
ballot can often pull in votes further down. 
This seems to make sense, but there also 
seems to be plenty of evidence that Ameri- 
cans quite like divided government. Re- 
member that Democrats held the House of 
Representatives continuously for the 40 
years up to 1994, most of that time under Re- 
publican presidents. Since then, there has 
been a Democratic president and a Republi- 
can Congress. 

Arithmetically, Americans could have 
any one of eight permutations of party con- 
trol between president, House and Senate. In 
practice, some of these outcomes, such as a 
Republican president with two Democratic 
chambers of Congress, are highly unlikely. 
Fornow only two predictions seem safe. No- 
vember 7th will be a long night. And, what- 
ever happens, neither party is likely to have a 
big majority in either House or Senate. 
= 





Washington state’s Senate race 


North-west by 
north-west 


SEATTLE 


Ш, 


THE state of Washington, 
home of Bill Gates, Boeing 
and Big Lumber, is like а 
seesaw: it makes a habit of 
doling out its favours 
evenly to both parties. In 
the past ten presidential elections it has 
voted five times for a Democrat and five 
times for a Republican; and in half of them, 
just to be fair, it has chosen a governor from 
theother party. 

That even-handedness has kept the 
state'sSenate race tinglingly close for the past 
three months. Going into the final week of 
campaigning, the Republican incumbent, 
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The senator from RealNetworks? 


SladeGorton, hada three-point lead over his 
Democratic challenger, Maria Cantwell: well 
within the margin of sampling error, accord- 
ing to Stuart Elway, a local pollster. 

It is not that Washington is a bland or in- 
decisive state. In the crowded region around 
Seattle, Microsoft and other high-tech firms 
have sown a whole forest of start-ups and 
venture capitalists. This is the city that gave 
America its double lattes from Starbucks, 
and it is the base of Ms Cantwell's support, 
favouring her by 48% to 42%. The state’s east- 
ern half, beyond the Cascade mountains, is 
agricultural and poor, and its sparse popula- 
tion is 57-30% loyal to Mr Gorton, who has 
brought home plenty of bacon for its farmers 
during his three terms in office. 

But even within these strongholds the 
battle is fierce. Both candidates lay claim to 
the new economy. MrGorton was the first to 
man the barricades in Washington, pc, in 
defence of Microsoft when the government 
brought its antitrust case, and is proud to be 
known as “the senator from Microsoft". He 
has been rewarded with campaign con- 
tributions from Bill Gates and other Micro- 
softemployees, as well as from the firm's po- 
litical action committee. 

Ms Cantwell has herself worked in the 
high-tech industry, and promises (hard 
though this is to imagine) to bring its pace 
and innovation to the Senate. As managing 
director of RealNetworks, she competed 
with Microsoft in the online audio business. 
But she has set aside any business rivalry 
and, like Mr Gorton, opposes the break-up 
of what is now every Washington candi- 
date’s favourite firm. 

Nor is there much space between the 
two candidates on some of the biggest issues 
in the east of the state. Mr Gorton’s experi- 
ence counts in his favour with many farm- 
ers, but Ms Cantwell has striven not to be 
outflanked on the most provocative local is- 
sue, the future of various dams on the Co- 
lumbia and Snake rivers. These generate 
huge amounts of electricity and allow navi- 
gation upstream, but they block the spawn- 
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ing routes of salmon. Some environmental- 
ists want to take down the dams in order to 
restore the fish runs, but most locals think 
that would mean economic disaster. A Sen- 
ate candidate for Washington is expected, as 
a matter of course, to defend local landown- 
ers against the pinkish and interfering fed- 
eral government. 

Mr Gorton has raised $5.8m. Ms Cant- 
well’s stock options in RealNetworks have 
enabled her to spend more than $6m on her 
own campaign and to refuse all soft money. 
Most ofthis money, including some donated 
by Native Americans who loathe Mr Gorton 
for having opposed their claims to sover- 
eignty, has been used to buy a lot of vicious 
advertising. 

Mr Elway, in his poll, found that Mr Gor- 
ton’s supporters see his greatest strength as 
his experience and seniority in the Senate. 
Supporters of Ms Cantwell, who is 41, value 
her promise to take a new approach to the 
system. Mr Gorton first won a Senate seat, 20 
vears ago, when ata sprightly 50 he beat a 75- 
vear-old incumbent with advertisements 
commending vigour. 

The presidential race, too, looks pretty 
close in Washington. Only a third of voters 
are registered for each of the two parties; the 
rest say they are independents. Mr Elway’s 
polls have consistently put Al Gore seven to 
nine percentage points ahead of George W. 
Bush in the state, although other polls call ita 
toss-up. But, ina state like this,even hopes of 
clinging to the presidential coat-tails are lia- 
ble to be dashed. The last thing Washington 
ever does is to vote for a full party ticket. 

s 





Ballot initiatives 


Agents of 
change 


WASHINGTON, DC 


Alli. 
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AMERICA’S first election 
campaign of the 21st cen- 
tury has hardly been a 
pageantof political daring. 
Given the high stakes, the 
national candidates have 
tended to shy away from rocking the boat. 
Even when bolder, they tend to blur the de- 
rails, talking vaguely, for instance, of greater 
school choice rather than specifically ad- 
vocating vouchers. But there is an exception. 

There will be some 200 initiatives and 
referendums on the ballot, spread out across 
42 states. Most of these are rather mundane 
measures placed on the ballots by legisla- 
rures. A few might be described as long- 
overdue tidying-up exercises (Alabamians, 
one hopes, will decide to eliminate a state 
constitutional provision that bans interra- 
cial marriage). But others address the kinds 
of issues that the politicians have been too 
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timid to tackle or too gridlocked to resolve. 
“In Maine, for example, voters will decide 
whether to legalise doctor-assisted suicide 
for terminally ill patients, as Oregonians did 
in 1997. In Colorado and Oregon, they will 
decide whether to require background 
checks for handgun purchases at gun shows. 
Four states are considering different sorts of 
animal-rights bills. Another four will decide 
: whether to expand or limit homosexual 
rights, and a handful will consider various 
, kinds of campaign-finance reforms. 

The two most controversial subjects are 
education and drugs, and here most of the 
energy (and money) comes from reform- 
minded businesspeople. In 1998, voters in 
California did away with the state's politi- 
cally correct bilingual education system 
with, so far, encouraging results. Ron Unz, 
the Silicon Valley entrepreneur who led the 
battle in California, expects a similar mea- 
sure to pass in Arizona. In Washington state, 
Paul Allen (of Microsoft fame) is backing an 
initiative to expand the role of "charter 
schools" (public schools operating under in- 
dependent boards of directors). 
| Ballot initiatives have helped the school- 
© voucher movement. But California's Propo- 
«sition 38, which is backed by Tim Draper, an- 
other Silicon Valley figure who has spent 
$20m on it, looks likely to fail. Its proposal to 
give each child $4,000 a year for tuition at 
any qualifying private school has been op- 
posed not only by the teachers’ unions but 
‘also by some moderate reformers (who are 
putting more weight behind Proposition 39, 
which makes it easier for schools to issue 
bonds) In Michigan, a less sweeping 
‘voucher measure aimed at students in 
‘schools with poor graduation rates also 
looks likely to fail. 
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Potluck 
‘What might be described as the pro-drug 
lobby also owes a lot of its momentum to 
crusading tycoons such as George Soros, Pe- 
ter Lewis and John Sperling. In the two previ- 
ous election cycles, seven states and the Dis- 
trit of Columbia have passed ballot 
` measureslegalisingthe personal use of mari- 
juana for medical reasons. Colorado and 
Nevada are both voting again this year (the 
former because of legal wrangling over its 
1998 vote, the latter because its constitution 
requires it). In Alaska, where medicinal mar- 
ijuana is already legal, voters may well de- 
cide to legalise the drug altogether and regu- 
late it much like alcohol, for use by adults. 
Meanwhile another set. of drug initia- 
tives are aimed at making the drug war a little 
more humane. Californians may well vote in 
favour of mandating treatment, rather than 
prison, for first- and second-time non-viol- 
ent drug offences. In Massachusetts, Oregon 
and Utah, ballot measures would rein back 
strict asset-forfeiture rules for defendants in 
“drug cases. The police would have to pro- 
duce more evidence before confiscating 








46 


LITTLE ROCK 


ULASKI COUNTY, which includes 

Little Rock, is a prosperously suburban 
place, certainly by Arkansas standards. 
Butit may have a darker side. The county's 
chief deputy assessor, Janet Ward, has 
been accused by co-workers of concoct- 
ing hexes and issuing retaliatory firings to 
keep them in line, according to a lawsuit 
filed in federal court. In short, Mrs Ward is 
accused of being a witch. 

This is awkward, because she is also 
running for the office of county tax asses- 
sor. Mrs Ward, a Democrat, is competing 
against Nora Harris, a Republican who, as 
it happens, is involved in a lawsuit against 
the city of Little Rock and its use of bonds 
to buy land for the future Clinton Presi- 
dential Library. Mrs Ward wanted Barbara 
Sparr, one of her employees, to help her 
campaign, and fired her when she re- 
fused. Hence Mrs Sparr's lawsuit. 

The witch allegations sound rather 
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by-the-way, but they also surfaced in a 
lawsuit against Mrs Ward that was settled 
in June. Another employee, Dale Wams- 
ley, said that Mrs Ward turned on him 
when he refused to have sex with her. She 
had told him she desired to mix blood 
with him under a full moon at midnight: a 
request that seemed fairly far removed 
from the county assessor's business. 

In court documents for the present 
case, several co-workers claim that Mrs 
Ward would make their lives hell if they 
refused to sleep with her. On one occa- 
sion, they say, she told a colleague that she 
had missed a victim who wanted her fired 
and cast a spell in the wrong cubicle by 
mistake. The worker in that cubicle was 
later diagnosed with cancer. 

Mrs Ward's supervisor, B.A. McIntosh, 
concedes that Mrs Ward encouraged af- 
fairs in the office and talked of poisoning 
the coffee. But he thinks her an "excellent 
employee", and blames Mrs Sparr for gos- 
sip. Mrs Ward herself thinks the accusa- 
tions began when she discussed her fam- 
ily’s Scottish ancestry at work. She has 
written a mystical book, heavily laced 
with Scottish lore, featuring a character 
called the “woman of light”. It is this inter- 
est,she thinks, thatgot her into trouble. 

In fact, Mrs Ward says, she is a Chris- 
tian, not a witch. But she has sailed rather 
close to the wind for God-fearing Arkan- 
sas, where even the governor is a Baptist 
minister. Unhelpfully, her pastor has 
mailed a letter to local newspapers in Lit- 
tle Rock to denounce her sorcery. As The 
Economist went to press, her case was due 
togotocourton November 3rd, three days 
after Halloween. Next Tuesday, should 
you live in Pulaski County, you will be 
able to cast your vote for her. 





property, and the cash from any sales would 
go to funds unassociated with the police. 

Many people who favour individual 
ballot measures still question their general 
use. One reason why California is well-nigh 
ungovernable is that so much of its budget is 
pre-allocated or limited by initiative. Many a 
proposal has been passed, after a bitter fight, 
only to land in the courts for years. In "De- 
mocracy Derailed: Initiative Campaigns and 
thePowerof Money" (Harcourt Brace) David 
Broder, a high priest of Washington journal- 
ism, argues that local referendums are 
largely a way for the moneyed classes to cir- 
cumvent the deliberative process. 

Against this, it is far from clear that the 
eccentric spendthrifts who push ballots are 
any more powerful (or evil) than the cor- 
porate donors who play such a prominent 


role in constituency elections. Nor is there an 
emphatic correlation between money spent 
and ballots passed. In 1993, in California, the 
teachers’ unions outspent proponents of a 
voucher initiative by about ten to one and 
duly won two-thirds of the votes; this year, 
Mr Draper may well outspend Califomia's 
teachers’ unions by nearly two toone, but his 
plan will probably lose by the same margin. 

Itis argued that governance by ballot ini- 
tiative can be wasteful, and that requiring 
voters to make yes-or-no choices on nu- 
anced issues does not make for well-rea- 
soned policy. But until politicians gain the 
courage to lead on tough issues, expect rich 
loonies (and the odd poor visionary) to keep 
oncirculating petitions. And expect voters to 
keep on signing them. 
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“| Clinton the president. His two 


“+ campaign—to choose Joe Lieber- 















CIOMETIMES a picture is worth a thousand words. The great co- 
nundrum of this year's. election is why an incumbent vice- 
| president should be fighting for his political life at a time of un- 
|. precedented peace and prosperity. And the answer is not to be 
- found in all those hyper-ventilating articles about W's charm, Al's 
_ multiple personality problems ог. Ralph’s anger. It is to be found 
staring from the cover of the new Esquire magazine. 
The picture is taken from what might be called an intern’s per- 
spective, somewhere below the presidential midriff. Mr Clinton’s 


|| tiehangs down suggestively. His face is a study in satisfaction. The 


president’s expression may well remind Americans of every doubt 
they ever harboured about putting the first aby ori in the 
White House. And the fact that hê 
should pose for such a picture in 
|. the middle of the closest election 
| for go years is a reminder of what a 
horrific job Mr Gore is facing in 
dealing with his former boss. 

Mr Gore’s main dilemma in 
this campaign has been how to 
dissociate himself from Clinton 
the man while continuing to take 
credit for the achievements of 





` best-received decisions of the 


|. man as his running-mate and to 
| subject his wife to a prolonged kiss 
|. at his party convention—precisely 
- pulled off this difficult trick. 
But there have always been 
two risks with this. The first is that 

the irrepressible man in the White 
House might decide to insert him- 
self into the election race in any 
case. The second is that Mr Gore 
might achieve the opposite of what he intended—dissociating 
himself from Mr Clinton's achievements while remaining tainted 
with his mistakes. It isa measure of the vice-president's luck in this 
campaign that both risks are turning into realities. 

Over the past fortnight the president has been visibly straining 
at the leash. The Clinton camp has pointed out that the president 
possesses huge reserves of both popularity and experience: his 
-]- job-approval rating is higher than Ronald Reagan's in his final 

| days. And he has an extraordinary ability to energise the Demo- 
|| cratic base. The Gore camp replies that polls suggest swing voters 
: disapprove of Mr Clinton by a ratio of two to one. 

The result of this uncomfortable debate (largely carried out 

_| through leaks in prominent newspapers) has been an equally un- 

_| comfortable compromise. Mr Clinton will campaign for his un- 

|; derstudy—but only under certain conditions. He will not appear 

| in public with Mr Gore. And he will focus on (what are hoped to 

1 be) solid states like California and Louisiana rather than on swing 
саев Шке Michigan. 

. |. But the deeper impact of the Clinton factor has been on Mr 
` Gore's overall strategy. His most telling judgment this year has 
been that he could not distance himself from Clinton without also 

distancing himself from Clintonism. In the convention speech, he 

| -not only proclaimed himself to be his “own man”, but also trans- 

: |; formed himself into a business-bashing populist. This approach 

|. overturned the key tenets of Clintonism: cosying up to business, 

-| governing from the centre, fudging rather than fighting, stealing 


Easy Rider 















the right's best ideas, and always professing a sunny o 

This plan of action nct only forced an inveterate cent 
on the left. It also forced him to play down the strongest re 
electing him: the past eight years of rising prosperity, falling 
and spreading home-ownership. Mr Gore could easily have 
ona simple slogan: America's working, don't let the Republicans - 
ruin it. But instead he has run on a non-sequitur: we're prosperous 
as hell—and we're not going to take it any more. 

Isn't this just one more example of Mr Gore's political clumsi- 
ness? Surely there was a subtler way to de-Monica Clintonism? . 
Perhaps. But there are at least three reasons why Mr Gore had tod 
something. The first is the fact that the Republicans were always 
bound to tie Mr Gore as closely a: 
possible to Mr Clinton. ("Somé-* 
how we will never see one without: 
thinking of the other,” Dick Che- 
ney observed.) The Clinton link re- 
minds people of Mr Gore's role a 
chief bag-man during the 1996. 
fund-raising scandals, not to men- 
tion his penchant for stretching the 
* truth. Mr Gore always needed to 
do something more structural than 
just kiss Tipper. 
The second point is that Мг: 
Gore has a tortured relationshiy 


ittle to do with each other be- 
e they joined forces in 1992: M: 
` Gore came from the top drawer of. 
Washington society, Mr Clinton. 
` hadonefootin the trailer park. Мг. 
Gore had to play second fiddle to: 
Hillary until she succeeded i 
marginalising herself. The Gores 
told the world how embarrassed- 
they were by the Lenin affair. The Clintons thought nothing of 
















going to Los Angeles on the eve of the Democratic convention to. | 


hoover up millions of dollars thatcould have been Mr Gore's. 
The third is that Mr Gore needs to distance himself from Mr 
Clinton's strengths as well as his weaknesses. Mr Clinton excelsat | 
exactly the things Mr Gore struggles with:revving upacrowd, feel- 
ing people's pain, making anybody like him. The more Mr Clinton 
enters the fray, the more people are reminded of Mr Gore's politi; -| 
cal shortcomings. 
So why is Mr Clinton making such a fuss about stumping for 
his understudy? In "The Breach” (Scribner), his new book on the 
impeachment crisis, Peter Baker reveals that when Harold Ickes, 
the former deputy chief of staff, approached several Democratic 
leaders about urging the president to resign, it was Mr Gore who : 
quelled the revolt. Surely the least Mr Clinton can do to repay his 
debt is to button his lip. 
One interpretation of Mr Clinton's behaviour is that heis onl 
trying to help his struggling friend. Another is that he cannot sto 
talking about himself. But there is also a more sinister interpr 
tion. If Mr Bush captures the White House on November 7th, the 
Democrats will proceed to tear themselves apart over whom the 
should blame for the fiasco, Mr Clinton or Mr Gore. Mr Gore 
the better case in this blame game: he would hardly have had t 
wage such a bizarre campaign had it not been for his boss's pecca 
dilloes. But the ever-prescient Mr Clinton is making damned sure 
that he makes his case before anybody else does. 
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ABX LOGISTICS AND YOU - MULTIPLYING FORCES 


Do you need high-performance logistics 
for your customers at home and abroad? 
Adding ABX LOGISTICS to your business is 
the best way to establish a reliable and 
competent partnership for rail, road, sea 
and air transport around the world. With 
ABX LOGISTICS, you benefit from the 
specialist services of more than 16,000 
people who can deal with your company’s 
logistics both smoothly and efficiently. 
Even better, you gain all the advantages of 
one-stop-shopping - a complete range of 
top class products and services all under one 
roof - consultancy, storage, distribution and 


more. You will save both time and money. 
The only thing missing is a mouse with 
which to click on www.abxlogistics.com 
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Peru's confused path to 
democracy 


ОМА 


Despite а battle for control of the armed forces and President Fujimori's 
foot-dragging, the chances of clean elections next year are fairly good 


NLY the most megalomaniac of villains 

revisits the scene of their crimes, and 
when they do, it often spells their downfall. 
Soit may eventually prove to be with Vladi- 
miro Montesinos, Peru's disgraced intelli- 
gence chief. His return on October 23rd from 
a precarious exile in Panama seemed to 
many Peruvians to threaten their country's 
hopes for democratic elections їп which 
they will choose a successor to Alberto Fuji- 
mori. In fact, Mr Montesinos's untimely 
presence is serving to speed up democratic 
reform—albeit against the threatening back- 
ground ofa still unresolved battle for control 
over the armed forces. 

That battle began in September, with Mr 
Fujimori's surprise announcement that he 
would cut short his controversial, and 
barely-begun, third term and call fresh elec- 
tions. His decision was prompted by the 
leaking of a video in which Mr Montesinos 
was shown bribing a congressman. 

But Mr Fujimori has seemed unwilling or 
unable to break with the man who had been 
his chief political fixer during a decade of 
increasingly autocratic rule, which culmi- 
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nated in rigged elections earlier this year. 
Opposition leaders argue that Mr Fujimori is 
losing control, and should step down imme- 
diately, rather than next July as he plans. 

Mr Montesinos's return, mocking the ef- 
forts of the United States and Peru's neigh- 
bours who had arranged his exit to Panama, 
has forced Mr Fujimori to stir himself. With 
the support of the United States, he has tried 
toshow that he remains in charge. 

First,accompanied by the media, he per- 
sonally led a "search" for Mr Montesinos 
around Lima. Then, after several visits to 
military bases, he sacked the three armed 
forces commanders, who were cronies of Mr 
Montesinos, as well as the commander of 
the army’s Lima military region, who was the 
spy chief’s brother-in-law. But the new 
army commander, General Walter Chacon, 
who had been serving as the interior minis- 
ter, is also close to Mr Montesinos. 

Then, on October 29th, came a quixotic 
rebellion against the president and the high 
command by ajunior officer with 50 soldiers 
in Peru’s southern Andes. Lieut-Colonel Ol- 
lanta Humala disappeared into the Andes, 


freeing an army general taken hostage; all 
but a handful of his supporters quickly de- 
serted or were captured. 

Lieut-Colonel Humala, who com- 
manded an anti-aircraft battery, denounced 
“the high-ranking followers of Montesinos, 
generals who enriched themselves by drug 
trafficking, smuggling weapons and other 
businesses". His first name recalls that of a 
rebel against the Incas; his nationalist dis- 
course suggested that he fancies himself a 
potential caudillo in the mould of Venezu- 
ela’s president, Hugo Chavez. But his “rising” 
distracted attention from the pursuit of Mr 
Montesinos—leading some to see it as a 
smokescreen thrown up by the spy chief. 


The pressure for reform 

Meanwhile, by refocusing international 
pressure on the government, Mr Montesi- 
nos's return has forced Mr Fujimori to move 
forward with democratic reforms thrashed 
outin talks between ministers and the oppo- 
s:tion under the auspices of the Organisa- 
tion of American States. The government has 
dropped, for now, its insistence on a blanket 
amnesty for the armed forces as a condition 
forelections.On November 2nd, Peru's Con- 
gress was due to start a special session aimed 
mainly at approving a constitutional 
amendment to allow elections to be held on 
April 8th. But to ensure that this vote is free 
and fair, three basic reforms are required: 
new electoral authorities, judicial indepen- 
dence, and media freedom. 

On the last of these, the government has 
gone some way towards arranging for the re- 
turn of two television stations to ousted op- 
position owners. This week, government 
and opposition negotiators agreed on the 
lifting of “emergency” executive interven- 
tion (dating from 1992) in the courts and the 
public prosecutor's office. 

Away from the negotiating table, Mr Fu- 
jimori’s regime is crumbling. Many Peruvi- 
ans valued the president's achievements in 
defeating terrorism and taming hyperinfla- 
ton. But, thanks to the unanswerable evi- 
cence of the leaked video, his government is 
row associated with systematic corruption. 
And the turmoil into which Mr Fujimori has 
plunged Peru condemns its stagnant econ- 
cmy to another wasted year, as investors sit 
cn their hands until a new government is 
chosen. “We were an incoming government, 
and in 24 hours we were an outgoing govern- 
ment with no money for the election and no 
majority in Congress,” says Carlos Bolona, 
the economy minister. He has cut his fore- 
cast of economic growth in 2001 to under 
35%; some analysts put the figure at 1%. 

All of that undermines the electoral 


51 


Фр 


Aa See 






CAS. 






5 president, resigned last week, saying that if 
he stood it would not be as a government 
candidate. Only three weeks ago, the gov- 
emment could still muster a majority in 
Congress to beat off a vote of censure. Now 
faction-fighting has broken out. 

But neither is theopposition united. Ale- 
jandro Toledo, Mr Fujimori's main rival in 
this year's elections, has lost support, after 
some of his rallies ended in violence. He 
blames this on Mr Montesinos's intelligence 
service. "They've given me the image of an 
agitator,” he complains. 

On paper, the election looks wide open. 
That has tempted Jorge Santistevan, the in- 
dependent ombudsman, to say he might be 
a candidate. But while Mr Santistevan ex- 
cites sections of Lima's middle class, over the 
past decade Реги? voters have rejected simi- 
lar candidacies by notables from the white 
elite. Mr Toledo, a charismatic if impulsive 
economist of Andean Indian descent, is a 
seasoned stump campaigner, and will start 
as the favourite. 


_ The Stasi in the Andes 

< But much work still lies ahead before the 
election. Most.of it involves exposing and 
dismantling Mr Montesinos’s enormous 
мер of power and corruption. The intelli- 
gence chief’s weapons were not just surveil- 
lance and threats, but bribery and black- 
тай, all. on a scale which now appears to 
“have been far greater than imagined by all 
“but Mr Fujimori's most passionate critics. 
"Мапу of Mr Fujimori’s supporters now ex- 
2. press shock: ^T have to recognise I was very 
. ingenuous in not understanding the power 
ОЁ Montesinos and the armed forces,” says 
Roque Benavides, the head of the private 

~ business lobby: 
Though Mr Montesinos's National Intel- 
sligence Service (sin) had only around 400 
full-time employees, it had up to16,000 part- 
time agents on its payroll, from maids to 
- court clerks, according to Enrique Obando, a 
defence analyst: Mr Montesinos exercised 
effective control not just over the armed 
. forces, but over the courts, the prosecution 
-. Service, the tax office, Congress and the me- 
dia. Julio Cotler, a political sociologist, likens 
~ thesrn’s reach to that of the Stasi secret police 

in East Germany. 

Mr Montesinos: retains much compro- 
mising information, and money in foreign 
bank accounts, Purging Peru’s institutions of 

<= his corrosive influence will be hard; Neither 
is itclear whether the president, or his Amer- 
ican backers, have much interest in doing so: 
after all, Mr Fujimori, and the United States’ 
Central Intelligence Agency апа its drug- 
г fighters were happy to rely on Mr Montesi- 
nos for a decade. Some analysts expect a 
fresh government effort to push for a wide- 

` ranging «amnesty by including within it 
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chances of Mr Fujimori's allies, some of 
ıi whom are now trying todistance themselves _ 
Кот the regime. Francisco Tudela, the vice- ~ 





: Lieut-Colonel Humala, whose gesture has 


been wildly popular. This week, a Lima 
court ruled that Mr Montesinos was free to 
practice às a lawyer, overturning an attempt 
toban him by the Lima bar association. 

The immediate priorities are cleaning up 
the courts and, especially, the army, most of 
whose 50-odd generals owe their jobs to Mr 
Montesinos. Himself a former army captain, 
cashiered for giving information to the c1a 
inthe1970s, Mr Montesinos consolidated his 
influenceover the army by promoting medi- 
ocre officers while forcing the most able into 
desk jobs or retirement. 

The danger facing Peru іѕ not that of a 
coup: the army commanders know that they 
could not count on the support of the lower 
ranks, Rather, one threat is that Mr Montesi- 





nos and his army cronies will try to remain 
in power, transferring their loyalty to, say, 
Mr Tudela. Another is that unless the coun- 
try’s power vacuum is filled quickly by a 
clean election and a credible government, 
one capable of rebuilding the country’s insti- 
tutions, years of instability and chaos could 
lie ahead. And that would provide fertile 
ground both for the tiny rump of the Shining 
Path guerrillas, or for would-be caudillos. 

Even so, there are grounds for hope: Two 
months ago, a divided Peru was facing five 
more years of a debilitated and internation- 
ally isolated Mr Fujimori. By returning home, 
Mr Montesinos may have overreached him- 
self. Great as his power was, itisdiminishing. 
The transition to democracy still faces obsta- 
cles, but looks unstoppable, 





Venezuela 


Workers’ paradise? 


CARACAS 


President Chavez's plans for the trade unions face resistance 


FTER witnessing the mutual admiration 
and back-slapping between their presi- 
dent, Hugo Chavez, and Fidel Castro, during 
a five-day state visit by the Cuban leader last 
weekend, Venezuelans may be forgiven for 
asking just where their country is heading. 
Not down the Cuban road to socialism is the 
answer-~at least not if Venezuela's trade un- 
ions have anything to do with it. 

Rhetoric aside, Mr Chavez, a nationalist 
former paratrooper, has in fact done nothing 
to threaten private investors since taking of- 
fice last year (though not much to encourage 
them, either). And while he often appears to 
hanker after the all-embracing powers that 
Mr Castro enjoys, there are also signs that 
any such ambitions would meet more resis- 





tance than he had anticipated. 

With both government and Congress 
firmly under his control, resistance to Mr 
Chavez's “Bolivarian revolution” has hith- 
erto come mainly from the church and the 
media. Now the unions are joining in. For the 
past half-century, the Venezuelan Workers’ 
Confederation (ctv), the main union body, 
was in the pocket of Accion Democratica 
(Ab) a once-powerful social-democratic 
party reviled by Mr Chavez as an emblem of 
corruption. But with Ap now diminished 
and divided, the unions have been left to 
their own devices, and have started to re- 
form themselves. 

The "revolution" nonetheless has them 
in its sights. The government has created its 

own, embryonic Bolivarian 
Workers' Force to replace the 
сту. To coincide with local 
elections on. December 3rd, 
Mr Chavez plans a referen- 
dum on the "unification and 
democratisation" of the un- 
ionsthatis aimed at setting up 
а single pro-government 
confederation. But all is not 
going according to plan. 

First, һе сту has been re- 
invigorated by a stunningly 
successful oil workers’ strike 
last. month. After declaring 
that he would not give in to 
“bandits and blackmailers", 
Mr Chavez was forced tocon- 
cede all of the union's (ruin- 
ously expensive) demands. 
This was the president's first 
serious political defeat. The 

‘boss of Petroleos de Venezu- 
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ela, the state oil company, paid for it with his 
job. With teachers and public employees 
now threatening strikes, Mr Chavez may be 
forced into granting further wage rises. 

Secondly, the referendum itself is meet- 
ing opposition. Two members of the Na- 
tional Electoral Council (CNE) have resigned, 
saying that in law, trade union reform is a 
matter for the unions, not the voters, and 
that the government is abusing its new con- 
stitution, which allows referendums, to push 
its own political agenda. The council's other 
members have called for the referendum 
questions to be redrafted. 

If Mr Chavez persists with his plans, he 
may also face opposition from abroad. The 
International Labour Organisation has said 
it is watching Venezuela closely. So, too, is the 
AFL-CIO union movement in the United 
States, which might push for trade sanctions 
if it considered that labour rights were being 
violated in Venezuela. 

How far will Mr Chavez be prepared to 
go? “You are a bigger country than we are,” 
Mr Castro told Venezuelans last week. “If 
Cuba, alittle island 90 miles from the United 
States, has resisted and struggled for 40 
years, how could a bigger country not resist.” 
Mr Chavez was happy to sign a deal to give 
Cuba cheap oil, as he has also done with the 
Central American countries. But Jose Vi- 
cente Rangel, his foreign minister, pointed 
out that Venezuela is not interested in a con- 
flict with the United States. 
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Argentina 


Tax debate 


CORDOBA 


NCE again, investors are worrying 
about Argentina. With no clear signs of 
recovery from a two-year recession, markets 
have been rattled by infighting in President 
Fernando de la Rua's government, which 
saw theexit last month first of his vice-presi- 
dent, and then of one of his closest advisers. 
Jose Luis Machinea, the economy minister, 
responded last week by announcing limited 
tax cuts, in an effort to get investment going. 
To Jose Manuel de la Sota, the governor 
of Cordoba, the country's second city and a 
big industrial centre, that may look like vin- 
dication. When he took office in July 1999, he 
says, "the economists told me I should levy 
more taxes on those who were already pay- 
ing." Instead, Mr de la Sota, who is from the 
opposition Peronists, cut provincial taxes by 
uptoa third, and cracked down on evaders. 
By contrast, when Mr de la Rua became 
president last December, he preferred the 
cautious orthodoxy of tax increases and cuts 
in public-sector salaries to staunch Argen- 
tina's widening fiscal deficit. Though hailed 
by investors at the time, that stringency 
squeezed the life out of a nascent economic 
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NSOME Latin American countries, vot- 

ers use local elections to send a message 
to the national government. In others, 
they care more about having a good 
mayor. Either way, local democracy has 
become a welcome habit, as shown on 
October 29th by municipal elections in 
three countries. 

In Chile, the centre-left coalition gov- 
ernment of Ricardo Lagos suffered an 
embarrassing defeat. Joaquin Lavin, a 
right-winger narrowly pipped for the 
presidency by Mr Lagos in January, was 
easily elected mayor of Santiago. Overall, 
the centre-left won 52% of the vote, down 
from 56% in the previous municipal elec- 
tion in 1996, and only 169 (down from 200- 
plus) out of Chile’s 341 mayoralties. 

For Chile’s conservative opposition, it 
was the best result since democracy was 
restored a decade ago, though the govern- 
ment, beset by high unemployment and a 
scandal over severance pay in state com- 
panies, had feared even worse. 

In Brazil, unlike in Chile, mayors 
have power and money, and local elec- 
tions tend to turn on local issues. Even so, 
theelection wasa boost for the opposition 
Workers' Party (PT). In run-off votes in big 





A great night for the Lavins, and Chile's right 


Mayors and messages 


cities on October 29th, it won 13 of the 16 
contests in which it was involved. These 
included Sao Paulo, where Marta Suplicy, 
a Pr moderate and anti-corruption cam- 
paigner, defeated Paulo Maluf, a veteran 
conservative populist. 

The рт will now govern six of Brazil's 
26 state capitals, its best result. In Rio de Ja- 
neiro, Cesar Maia, a former mayor with 
opposition allies, defeated the incum- 
bent, who was his former protégé. None of 
this was good news for President Fer- 
nando Henrique Cardoso, even if the par- 
ties in his centre-right coalition still gov- 
ernin most of Brazil's 5,500 municipalities. 

In Colombia, voters showed their 
disapproval of President Andres Pas- 
trana’s government. The opposition Lib- 
ега! won 15 of 30 departmental governor- 
ships; the Conservatives lost all theirs, the 
others going to independents. Antanas 
Mockus, a maverick independent profes- 
sor of philosophy, won election as mayor 
of Bogota, a job he did well in the 
mid-1990s. Although 40 candidates or 
mayors were killed by guerrillas or para- 
militaries during the campaign, voting 
was peaceful, with a 45% turnout, high for 
Colombia. 
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recovery. Mr de la Rua’s popularity rating 
has plunged to 23%. 

But in Cordoba, says Mr de la Sota, pro- 
vincial tax revenues are up, evasion has 
dropped from around 50% to 22%, and un- 
employment is two percentage points below 
the national rate of 15%. The governor's local 
popularity rating stands at over 60%. 

Could similar measures do the trick for 
Argentina? They have long been advocated 
by Domingo Cavallo, a former economy 
minister (who also comes from Cordoba). 
But the country’s fiscal problems are more 


intractable than those of Cordoba. Not the 
least of them is that Mr de la Rua has so far 
failed to win theneeded Peronist approval to 
reform arrangements under which the cen- 
tral government must share much of its rev- 
enues with the provinces, however profli- 
gate they are. In Cordoba’s case, such 
payments account for more than half of its 
revenues. 

Neither does Mr de la Rua have the same 
freedom for manoeuvre as Mr de la Sota. 
Yields on Argentina’s bonds fell a little this 
week (see chart). That was partly because of 
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talk (denied by officials) of a big bail-out 
package for the country; and partly because 
the government seemed to regain the politi- 
cal initiative, striking a deal with the Pero- 
nists for approval of next year's budget. In- 
vestors remain worried about the country's 
fiscal deficit and its debt, as well as about its 
slow recovery from recession. 

Argentina's dilemma is that it has little 
scope for looser fiscal policy, even though it 
needs this because the government has few 
other policy instruments at its disposal. Un- 
der the rigid currency-board arrangement 
introduced by Mr Cavallo in 1991, the peso is 
fixed at parity to the dollar and money sup- 
ply is limited to hard-currency reserves. 

So Mr de la Rua's best bet is to cut waste- 
ful spending. Here, too, Mr de la Sota’s sup- 
porters point to Cordoba. The governor says 
he has introduced “paperless” communica- 
tion to the provincial government. But some 
of his claims look exaggerated. Fundacion 
Mediterranea, a local think-tank, reckons 
the cuts in provincial taxes so far amount to 





17%, rather than the claimed 30%. Moreover, 
the increase in revenues is due to a morato- 
rium allowing past evaders to pay. That is a 
device which Mr de la Rua has introduced 
too, but Mr de la Sota’s has proved more ef- 
fective, because his new, lower rates apply 
only to those who owe no taxes. 

Taken overall, Mr de la Sota’s reforms 
have given Cordoba an edge over the rest of 
the country in efficiency and economic 
growth, argues Nadin Argaaraz, of Funda- 
cion Mediterranea. And Cordoba’s lower 
unemployment rate owes much to an inno- 
vative scheme under which the province 
subsidises temporary jobs in local industry, 
many of which have become permanent. 

In a country desperate for some good 
economic news, Mr de la Sota is talked of as a 
Peronist candidate in the next presidential 
election, due in 2003. He denies such ambi- 
tions, though would probably accept the 
candidacy provided that Carlos Menem, Mr 
de la Rua's predecessor, decides not to stand. 
Were he to run and win, Argentina might be 
in for an interesting, if risky, experiment. 
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Canada 


French lessons 


MONTREAL 


EAN CHRÉTIEN is a Quebecker, as well as 

prime minister of a generally successful 

Liberal government in a country enjoying 
an economic boom. But such is his personal 
unpopularity in Quebec that in the federal 
election on November 27th the indepen- 
dence-seeking Bloc Québécois has reason- 
able hope of improving on its showing in the 
last federal election in 1997, when it won 38% 
of the vote and 44 of the province's 75 par- 
liamentary seats. 

Yet in Quebec, no less than elsewhere in 
Canada, federal elections have little bearing 
on provincial politics. Even a good result for 
the Bloc would not in itself hasten another 
independence referendum. Although polls 
show support for sovereignty swinging be- 
tween 35-45%, they also show little appetite 
for a new vote on the matter. 

Rather than the election, the Bloc’s pro- 
vincial sister party, the ruling Parti Québé- 
cois (PQ), is pinning its hopes of reviving en- 
thusiasm for another referendum elsewhere. 
This week, after months of planning, an “Es- 
tates-General on the Situation and the Fu- 
ture of French” held its first public hearing. 
After visiting every corner of the province 
between now and March, the ten-member 
committee will propose ways of ensuring 
the vitality of the mother tongue of 80% of 
Quebec's citizens. 

Language, rather than religion, econom- 
ics or culture, has always been the, well, rai- 
son d'étre of Quebec’s secessionist move- 
ment. The best way to preserve French in 
English-speaking North America, the argu- 
ment goes, is for the language to have its own 
country. One of the early measures taken by 
the first Po government, in 1977, was Law 101, 
a still controversial measure which placed 
restrictions on English schools and banned 
languages other than French from most 
commercial signs. 

So why is the Estates-General needed? 
Because globalisation, the Internet and satel- 
lite television pose challenges to French un- 
imagined a generation ago, says the commis- 
sion in a “thinking document”. Maybe, but 
the evidence suggests that French is doing 
fine. When Law 101 was passed, the children 
of four out of five immigrants to the province 
learned English; now the majority learn 
French at school. French is the accepted lan- 
guage of work and commerce almost every- 
where in the province. 

For commercial signs, for years the most 
contentious issue, a compromise has been 
worked out: other languages are allowed, 
but French must predominate. In fact, de- 
spite the well-publicised activities of “lan- 
guage cops”, whose recent targets have in- 
cluded English-only beer coasters, a 


measure of linguistic peace has been 
achieved. 

That is what the Po government seems 
bent on upsetting. Few doubt that the Es- 
tates-General will conclude that more must 
be done to protect French. The committee’s 
members are a careful mix of francophones 
and non-francophones. But its head is Ger- 
ald Larose, a former union leader and close 
ally of Lucien Bouchard, Quebec’s premier. 
Ministers have already predicted that lan- 
guage laws will be stiffened as a result of its 
findings. The most likely ways are by going 
back to the French-only rule on commercial 
signs, and extending to junior colleges re- 
strictions which prevent the children of 
most immigrants to the province from at- 
tending English-speaking schools. 

Louise Beaudoin, the minister responsi- 
ble for language issues, complains that too 
many immigrants to Quebec are taking up 
English as a second language, “and that the 
only thing that can change this dynamic is 
sovereignty”. Ms Beaudoin is a hardliner on 
both sovereignty and language; Mr Bou- 
chard less so. Some speculate that the pre- 
mier created the Estates-General as a sop to 
the hardliners. Others reckon he has his eye 
on another referendum, since polls show 
that the more Quebeckers feel French is 
threatened, the more they support separa- 
tion from Canada. 

Certainly, Quebec's hard-won linguistic 
peace is threatened. It may not be coinci- 
dental that it was only after the government 
began talking about tightening up the lan- 
guage law that several bombs were placed 
outside cafés with English names. 





... using English on signs 
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Israel's unwinnable war 


JERUSALEM 


As fighting between Israelis and Palestinians grew ever bloodier, a meeting 
between Shimon Peres and Yasser Arafat brings a ray of hope 


FTER days of bloody escalation, and 
with the Israeli army poised to strike still 
harder, the Israelis and Palestinians made 
another bid on November 2nd to end the 
killing. Israeli tanks moved back a bit from 
the outskirts of Palestinian cities. Ehud Barak 
and Yasser Arafat were due to broadcast to 
their respective publics, announcing the 
new ceasefire. If it could just hold 
for a day or two, said Shimon Peres, 
who had brokered the truce with 
Mr Arafat during the night, a di- 
plomatic dynamic might yet drag 
the two sides back to talking. 

The Clinton administration 
said it would set upat once the fact- 
finding commission that was 
agreed upon at the Sharm el- 
Sheikh summit last month, with a 
former secretary of state, Warren 
Christopher, at its head. Israeli and 
Palestinian ministers held talks in 
Washington with American offi- 
cials. Mr Clinton has invited Mr 
Arafat for talks on November 8th, 
the day after the election; Mr Barak 
is to follow a few days later. 

But on the myriad mini-battle- 
fields across Jerusalem, the West 
Bank and Gaza violence persisted. 
On Thursday, the same day that 
the truce was to be announced, a 
car-bomb exploded in the centre 
of West Jerusalem. It was also a day 
of funerals on both sides: three Is- 
raeli soldiers and six young Palestinians had 
died in fire-fights the day before. Cries for 
vengeance filled the air. Hamas has already 
spurned any ceasefire. 

The night before, the Israeli cabinet had 
approved attacks on residential areas in He- 
bron and Ramallah. But when Mr Peres 
brought word of a deal, Mr Barak ordered the 
army to relent. For the moment. 

Such attacks would have been a new and 
dangerous departure. On October 3oth, Is- 
raeli helicopters had made precision missile 
attacks on empty Fatah offices in three Pal- 
estinian cities, in what was described as a 
“deterrent signal”. Plainly, though, it did not 
deter. The next two days of ferocious fighting 
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brought the Palestinian death toll up to 
nearly 150. Thousands have been injured. 
The day before the empty offices were 
shelled, the Israeli army said that it had been 
authorised by the government “to take the 
initiative" in its fight against the Al Aqsa in- 
tifada. But, explained Ephraim Sneh, the 
deputy defence minister, the helicopter at- 





A bomb that didn't kill but came with a message 


tacks—which had been ordered in response 
to the killings of a young civilian and a secu- 
rity guard in East Jerusalem—were not this 
initiative. "The initiative", said Mr Sneh, 
himself a former general, meant “sophisti- 
cated counter-guerrilla operations” of the 
kind that Israel excelled at, in his view, dur- 
ing its occupation of south Lebanon. The 
army would no longer merely react to viol- 
ent incidents, but would launch pre-emp- 
tive actions against the “sources” of violence. 

Does this mean that, if the fighting re- 
sumes, Israel will send its elite units into the 
areas of the West Bank and Gaza that are un- 
der exclusively Palestinian control? Or that 
ranking figures in Mr Arafat's Fatah move- 


ment, and even officials of the Palestinian 
Authority, and officers of its police force, will 
appear on Israel's “wanted” list alongside 
men from Hamas and Islamic Jihad? Israeli 
policy-makers are vague, perhaps because 
they have no clear-cut answers. “Taking the 
initiative" could be more a palliative for 
public anxiety than a strategy designed to 
win what is ultimately an unwinnable war 
against small boys with stones, who fight 
alongside grown men with guns. 

The army projects grim gratification at 
the relatively low casualty figures on its own 
side: nine soldiers killed, plus at least half a 
dozen civilians. These reflect tough training, 
the generals say, protective gear, prudent de- 
ployment. But the generals, and the privates 
too, know full well that this ostensible suc- 
cess—the stark imbalance in the two sides’ 
losses—is itself a central reason for 
the haemorrhaging of the world’s 
sympathy for Israel. Israeli di- 
plomats point to continued strong 
backing from the American Con- 
gress and the Clinton administra- 
tion, and from much of the Ameri- 
can media. But they admit that this 
could ebb away after the election. 

The new intifada has already 
emptied Israel’s hotels of foreign 
tourists and dislocated farms, 
building sites and factories that 
rely on Palestinian workers. If it 
should settle into a steady pattern 
of violence, deeper damage to the 
economy will soon set in. With 
dozens of shooting incidents re- 
ported nightly between armed Pal- 
estinians, settlers and soldiers, peo- 
ple speak of a “Lebanonisation” of 
the West Bank and Gaza. 

Some thoughtful Israelis use 
this term not only to describe the 
evolving situation on the ground, 
but also to define what they see as 
the internal danger that the situa- 
tion poses for Israel. The unilateral with- 
drawal from Lebanon last May was brought 
about not by a military defeat, though there 
could be no outright victory against the Hiz- 
bullah guerrillas, but by discernible domes- 
tic exhaustion. More and more parents of 
more and more soldiers began openly to 
challenge the need for their sons to risk their 
lives across the border. 

A similar attitude could, in time, develop 
in the territories: there are now more than 
:0,000 troops deployed in the West Bank. 
But, given the presence of some 180,000 Jew- 
ish settlers there (and a similar number in 
East Jerusalem, though they are not re- 
garded, in Israel, as settlers), a unilateral deci- 
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INTERNATIONA 


CAIRO 


IKE shoppers in most big cities, Cairenes 
are used to cruising supermarket aisles 
to the accompaniment of soft, soothing 
music. These days, however, they are as 
likely to be regaled by a more funereal 
sound. Sainsbury's, the first big multinat- 
ionalchain to penetrate Egypt's retail trade, 
has taken to playing Koran 
recitals in its stores. This is 
not because of research 
into customer preferences. 
The British-based firm is 
simply trying to scotch ru- 
mours that it is somehow 
supportive of Israel. 
Sympathy with the 
Palestinians is running at 
fever heatin Egypt. One re- 
sult has been a rash of con- 
sumer boycotts against 
whatare perceived as sym- 
bols of western collusion 
with the Jewish state. The 
victims include such pe- 
rennials as McDonalds and Coca-Cola, 
brands that are indelibly associ- 
ated with Israel's American ally. Anyone 
suffering a Big Mac attack in a Cairo office 
today is likely to opt for a home-grown al- 
ternative, or risk the ire of co-workers. 
Some boycott targets are chosen less 
judiciously—if that is the word to describe 
consumer action that affects local fran- 





sion to disengage, even partially, would be 
much more complex, militarily and politi- 
cally, than the pullback from Lebanon. 

The army's natural frustration at not be- 
ing able to bring its vast superiority of force 
and firepower effectively to bear in this 
mini-war could in itself heighten the danger 
of the intifada igniting a full-scale war. This 
week, tension mounted in the north after a 
shooting incident across the Israel-Lebanon 
border. Israel gave warning that it would 
strike at Syrian interests in Lebanon if it felt 
that the Syrians and Lebanese were failing to 
restrain the Hizbullah guerrillas. 

The month-long parliamentary reprieve 
extended this week to Ehud Barak by his 
erstwhile ultra-Orthodox ally, the Shas 
party, opened the way to renewed di- 
plomatic efforts. Mr Barak seemed reluctant 
at first to allow Mr Peres, a not-very-senior 
minister in his cabinet, back into the lime- 
light. He was publicly importuned by Yitz- 
hak Rabin’s widow, Leah, who is herself sick 
with cancer. “I want to listen to Arafat,” said 
Mr Peres of his fellow Nobel peace-prize lau- 
reate. The third joint prize-winner, Mr Ra- 
bin, was slain just five years ago. 
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Cairene shoppers’ intifada 


chise owners and workers more than their 
western parent companies, let alone Israel. 
One boycott list included a posh pastry 
maker on the ground that its cakes use 
American flour. This ignores the fact that 
American wheat goes into vi every 
loafof bread in acountry thatis the world’s 
biggest wheat importer. 

Sales of a top-selling de- 
tergent, Ariel, have plum- 
meted in Egypt. This is 
partly because its American 
maker, Procter & Gamble, 
has been fingered. But less 
sophisticated buyers may 
be shunning the product 
because it has the misfor- 
tune to share its name with 
Ariel Sharon, the leader of 
Israel's Likud party whose 
visit to Muslim shrines in 
Jerusalem helped set off the 
current intifada. Chain 
messages circulating їп 
Egyptian high schools call for a ban on 
Pepsi, because the five letters are said to 
stand for Pay Every Penny to Save Israel. For 
its part, Sainsbury's is widely assumed to 
have been confused with a better known 
(in the Middle East, at least) British retailer, 
Marks & Spencer, which does have some 
links with Israel. 

Business rivalry rather than politics 


Sierra Leone 


The UN's 
frontier force 


HE imminent arrival of a British task 

force off Freetown, the capital of Sierra 
Leone, will be a reassuring sight for its citi- 
zens. Alarm bells are ringing. Jordan and In- 
dia, which provide nearly half—and the best 
half—of the 12,000-strong United Nations 
force in Sierra Leone, have announced that 
they are withdrawing their troops soon. 
There is little sign that they will be fully re- 
placed. It is also the beginning of the dry sea- 
son;the fighting season. 

In May, when the Nigerian-led West Af- 
rican peacekeeping force announced its de- 
parture from Sierra Leone, the rebels of the 
Revolutionary United Front (Rur) and their 
allies attacked, kidnapping several hundred 
UN peacekeepers and advancing on Free- 
town. Only British intervention saved the 
capital from a third visitation of appalling 
barbarism—cutting hands off children is one 
of the rebels’ specialities. So Britain is now 


may play a role in all this. The entrance of 
Sainsbury's into the Egyptian market last 
year alarmed both small grocers and com- 
peting Egyptian chains. The firm's low 
prices, slick marketing and international- 
standard service have already pushed 
some neighbourhood stores out of busi- 
ness. When schoolboys threw stones at 
several Sainsbury's outlets last month, it 
was thought that the rumours prompting 
them had been spread maliciously. 

As part of its counter-offensive, the 
British retailer posted advertisements, 
signed by “4,800 Egyptian employees", 
stating that it was a publicly-owned com- 
pany that had invested £100m ($145m) in 
Egypt and did not support Israel. A rival 
chain quickly responded by advertising 
that it was “proud to be 100% Egyptian”. 

Other companies have cashed in on 
emotions more directly. Some have adver- 
tised their policy of deducting up to three 
days’ pay from every employee towards 
funds set up to aid Palestinians. One bank 
proclaimed that its donation was dedi- 
cated to “the companions of the martyr 
Muhammad Durah”, next to a photo of the 
boy shot dead in Gaza who has become a 
symbol to Arabs of Israeli oppression. 

Neither the boycotts nor the declara- 
tions of solidarity are likely to have lasting 
effects, but they do reflect an upsurge of 
political consciousness. This matters in a 
country where decades of paternalistic 
rule have bred apathy. By going without 
hamburgers, Egyptians are voting with 
their bellies for a tougher line on Israel. 


ATLANTIC — 
OCEAN 





making a display of force off Freetown to let 
the rebels know that it can be back quickly, 
and will once again defend the capital. 

Is that the limit of international inter- 
vention in Sierra Leone? For the moment, it 
probably is. Almost two-thirds of the coun- 
try, the north and the east, including the dia- 
mond mines, is still controlled by the rebels 
or vulnerable to their attacks. The defence of 
much of non-rebel Sierra Leone depends on 
rag-tag militia, whose behaviour is some- 
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times little better than that of the rebels. The 
government, though elected, is weak and de- 
moralised, its capacity to deliver services to 
the people dependent on foreign aid. No- 
body has a clear plan for retaking the rebel- 
held territory. America is training Nigerian 





ere peacekeepers would rather not be 


troops; Britain is training a new 
army for Sierra Leone but it is a 
long way from being able to re- 
establish the government's writ 
throughout the country. 

The un force was originally 
designed to monitor the Lomé 
accord, a peace agreement 
signed between the govern- 
ment and rebels last year. But 
the accord collapsed, leaving 
the UN units looking like a fron- 
tier force trying to keep out re- 
bel invaders. The UN Security 
Council is divided over the 
peacekeepers’ mandate. The 
immediate urgency is to keep 
the numbers up to strength so 
the force can preserve the cur- 
rent military stalemate. 

Britain is trying to press 
other countries, especially 
middle-ranking ones, to offer 
troops to Sierra Leone. But its reluctance to 
allow its own troops to serve under UN com- 
mand undermines Britain’s pleas. Bangla- 
desh and Ghana have both offered to send 
more troops, but they are unlikely to match 
the numbers or the effectiveness of the de- 
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parting Indians and Jordanians, who fought 
vigorously when attacked in the diamond 
areas in the east. Pleas by Kofi Annan, the 
UN's secretary-general, for an additional 
8,500 troops for Sierra Leone are ignored. 

In the longer term Sierra Leone needs to 
be put back together again. There is no 
"peace process" to speak cf. A committee of 
West African rulers has been set up, but it 
has been slow to meet. One member is 
Charles Taylor, the president of Liberia, who, 
despite American pressure, is continuing to 
supply the nur with weapons in exchange 
for diamonds. The captured rebel leader, Fo- 
day Sankoh, remains in jail but the new 
leader, Issa Sesay, has not established his au- 
thority and the movement has fragmented. 
That makes negotiations doubly difficult. 

Moreover, the focus of the war has 
shifted northwards to Guinea, where RUF 
gangs roam freely in the border zone, attack- 
ing camps of Sierra Leonean refugees. Mr 
Taylor is using other rebel gangs in Guinea to 
attack Liberian dissiden:s there. There is 
growing unease that Guinea may be desta- 
bilised by the overspill of the wars in Sierra 
Leone and Liberia. Sierra Leone is a small 
country but it backs on :0 an increasingly 
unstable hinterland. 
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Tanzania's elections 


Not so good in 
Zanzibar 


N MOST of Tanzania, theelection on Octo- 

ber 29th was broadly fair. As expected, the 
incumbent, Benjamin Mkapa, will be re- 
turned as president. But in partially autono- 
mous Zanzibar, which was voting for itsown 
president and parliament, as well as for the 
United Republic of Tanzania's president and 
parliament, it was a shambles, leading to 
charges of vote-rigging and intimidation. 

Some outraged Zanzibaris poured into 
the narrow streets of the capital to protest 
and throw stones. The police met them with 
teargas and bullets. By mid-week a tense 
calm emerged, after officials said that new 
elections would be held in 16 of the 50 Zanzi- 
bari constituencies. An inquiry has been 
promised into the election mess. But the 
chances of a fair vote remain slim. 

The vote had gone seriously wrong. In ar- 
eas that the opposition Civic United Front 
(cur) could have been expected to win, vot- 
ing papers turned up late. Voters were made 
to wait for as long as 12 hours, or told to cast 
their ballots elsewhere. Some ballot-boxes 
and papers were stolen, and children and 
non-Zanzibaris were seen voting for the rul- 
ing party. Before the vote, cur had almost no 
access to radio or newspapers, and its post- 
ers were conspicuously absent. Immediately 
afterwards, observers from the Common- 
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wealth said that "the elections should be 
held again in their entirety". Quite so, said 
the opposition, demanding a new vote and 
reform of the incompetent electoral council. 

The cur, angry that its demands are not 
being met, says that it will boycott the partial 
rerun which is expected on November sth. 
But, rigging and all, the opposition would at 
least have had a chance to win the Zanzibari 
presidency. A boycott could keep it in the 
wilderness for five more years. 

Yet the cur has reason to be angry. Five 
years ago, in the country's first multi-party 
election, Zanzibar's president was re-elected 
with 50.2% of the vote, squeez- 
ing out the cur’s candidate, 
Sharif Hamad. In that election 
the voting was probably fair, 
but the results were rigged. In 
1997 a by-election won by the 
cur came to nothing after 18 
party activists, | including 
members of the local parlia- 
ment, were thrown in prison 
and charged with treason. 
They have still not been tried. 
More public protest, and pos- 
sibly violence, is expected. Mr 
Hamad, who is again running 
for Zanzibars presidency, 
said before the election that if 
the results were rigged again 
"there will be bloodshed defi- 
nitely, there will really be a 
civil war.” 





Zanzibar was cut off; this time, aid for the 
whole of Tanzania could be at risk. But Mr 
Mkapa, whose party also rules in Zanzibar, is 
loth to help the cur, which he sees as bent on 
independence. The islands were yoked into 
the union in 1964 after a civil war. Deep re- 
sentment persists between Muslims of Arab 
descent and black Africans from the main- 
land. With their lucrative tourist and spice 
trade, the islands are a good deal richer than 
the rest of the country. Many Zanzibaris are 
attracted by the opposition’s call for change, 
but a bad election may encourage them to 
see independence as a way of getting it. 








After the flawed election 
in 1995, international aid for = = 
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INTERNATIONAL —— 
Western Sahara 


Triumph for 
procrastination 


LAAYOUNE 


EARS of acrimonious debate about a ref- 
erendum on the future of Western Sa- 
hara, and who was qualified to vote in it, 
havecome to nothing. On October 26th, Kofi 
Annan, the uw's secretary-general, came 
close to admitting that the plebiscite was un- 
likely ever to take place. Instead, the UN 
seems to be looking for new solutions. 

Spain withdrew from Western Sahara, 
then called Spanish Sahara, in December 
1975. Morocco had already staked its claim 
with the "Green March", which eventually 
moved some 350,000 Moroccans into the ter- 
ritory: on November 6th, Morocco will be 
celebrating the 25th anniversary of the first 
crossing of the border. Meanwhile over 
100,000 Saharawis sought sanctuary in the 
shadow of Tindouf, an Algerian garrison 
town (see box). Led by a group called Polisa- 
rio, they fought a guerrilla war against the 
Moroccans until 1991, when a ceasefire was 
agreed, and a uN peacekeeping force was 
brought in to monitor the stand-off until a 
referendum on independence could be held. 

But disputes over who was eligible to 
vote in this referendum have stalled the elec- 
toral process from its inception. Polisario 
claims that Morocco is trying to load the bal- 
lot box by adding its settlers to the indige- 
nous population. The Moroccans accuse Po- 
lisario of allowing its camps to become 
home to assorted desert dwellers taking ref- 
uge from the severe droughts of the 1980s, 
and claims that the true figure of genuine Sa- 
harawi refugees in the camps falls far short 
of the 140,000 quoted by Polisario. 

James Baker, the uN’s special envoy, and 
a former American secretary of state, has 
been trying for many years to get the Moroc- 
can government and the Polisario leaders to 
agree on the arrangements, and the head- 
counting. But he too, it now seems, has con- 
ceded that a referendum is not the solution. 

Instead, the UN is mooting the idea of 
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Green Moroccans marching in, 25 years ago 


limited autonomy for Western Sahara. This, 
supposedly, would be achieved through di- 
rect talks between Morocco and Polisario. 
But, at least in the past, Polisario has always 
insisted that a referendum was the only ac- 
ceptable solution. Nor is it known what de- 
gree of self-determination would be on offer. 

The lighter touch of Mohammed, Mo- 
rocco's new king, and his replacement of 
Driss Basri, the feared and hated minister of 
the interior, may go some way to reassuring 
Polisario that life under a Moroccan admin- 
istration could, conceivably, be tolerable. 
Observers acknowledge that Morocco's re- 
cord on human rights has shown signs of im- 





TINDOUF 


HROUGH the swirling fog of a sand 
storm, shrouded women make for the 
dispensary in Smara refugee camp in 
southern Algeria. An aid worker is hand- 
ing out foil packets of glutinous food sup- 
plements to gaunt women with anaemia, 
and their children with stunted growth, 
common ailments among the Saharawi. 
The refugees encamped in this inhos- 
pitable corner of the Algerian desert are 
obliged to live on hand-outs. They may 
call their territory the Saharawi Arab 
Democratic Republic (sapr), but they 
have been scraping an existence in make- 
shift mud-brick and canvas villages for 
more than two decades, and until recently 
were entirely dependent on foreign aid 
and Algerian largesse for their survival. 
They fled here when Spain withdrew 
from Western Sahara, and the Moroccans 
reclaimed what they called their medi- 
eval empire. Algeria soon handed over 
administration of the camps to the Sa- 
harawi Popular Front, or Polisario. Shortly 
afterwards, the Moroccan army built a 
2,500km (1,500-mile) defensive wall, about 
40km in from its border with Algeria and 


provement over the past year. People are still 
cautious in Laayoune, the region's capital, 
partly because of Morocco's heavy military 
presence, and the antics of its "secret" police. 
But hard evidence of brutality is now rare, 
and the heavy-handed treatment of protes- 
ters less common than it was. 

If negotiations on autonomy do get go- 
ing, it will be a triumph for the Moroccans, 
and their tactics of stubborn procrastination. 
They were always determined to prevent, by 
one means or another, the holding of a ref- 
erendum that might have led to Western Sa- 
hara detaching itself from their rule. 





In the Saharawi camps 


Mauritania, leaving a narrow ribbon of 
desert, that Polisario refers to as the “liber- 
ated territories”. 

In some ways, Polisario has been skil- 
ful in battling its comer. The sADR is not 
much more than four refugee camps, but 
it has its own police force, army, national 
anthem, flag and constitution as well as 
embassies in several countries. Until re- 
cently, its economy was run without cash; 
all work was voluntary. Now, however, 
Polisario's success in cultivating interna- 
tional connections means that a certain 
amount of money is coming in. Some Sa- 
harawis have grown old enough to qualify 
for pensions from their jobs under Spain's 
colonial rule; others are working or study- 
ing abroad—in Cuba, Spain or Syria—and 
sending remittances back. 

However Polisario has got nowhere in 
its long fight for a referendum. Some 
younger Saharawis are demanding that 
the process be brought to an end. sapR's 
prime minister, Brushraiyya Hamoudi 
Beyoun, has been adamant that nothing 
but a plebiscite is acceptable. But will he 
and theothers now have to rethink? 
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Shenanigans in France 


PARIS 


Does the long list of French politicians under formal investigation for 
alleged financial impropriety suggest that corruption in France is endemic? 


AST week Jean Tiberi, mayor of Paris, was 
formally excluded from the Rally for the 
Republic (крк), the Gaullist political party of 
which he has been a member since its incep- 
tion 24 years ago. But Mr Tiberi, scapegoat 
for the capital's various financial and politi- 
cal scandals, will not go quietly. Not only 
does he vow to run in the mayoral election 
next March, but he says he will confront 
Jacques Chirac, founding father of the RPR 
апа now president of France, to “tell him 
whatIthink.” 

‘The implicit threat is that Mr Tiberi will 
also tell the voters things the крк would 
rather keep hidden-—which could under- 
mine Mr Chirac’s plan to win a second presi- 
dential term in 2002. After all, next week an 
appeals court will decide whether Mr Ti- 
beri's wife, Xaviére, once benefited from an 
imaginary job at the taxpayers' expense. Ac- 
cording to Le Canard Enchainé, a well-in- 
formed satirical magazine, it was Mr Chirac 
who,in 1995, arranged the job. Mr Chirac, the 
voters will recall, was mayor of Paris for 18 


years, until handing over to the faithful Mr 
Tiberi in 1995. No wonder Mr Tiberi feels ag- 
grieved, and no wonder the крв would love 
to put the past behind it. 

The question is how. Just a month ago, 
Philippe Séguin, the крк’ official candidate 
to succeed Mr Tiberi, called on his fellow 
politicians to draw a line under France's va- 
rious scandals by making “an act of explana- 
tion and general repentance”. A week later, 
however, one such politician, Jean-Louis 
Debré, declared that he made "no distinc- 
tion between amnesty and repentance. The 
law must be applied. If, in the financing of 
political parties, there have been reprehensi- 
ble acts, they must be punished." 

The odd thingis that both menareon the 
same side. Mr Debré is the крк” leader in the 
National Assembly. And both are supposed 
to be helping Mr Chirac escape implication 
in illegal party financing, a charge that has 
been levelled at him thanks to the video- 
taped testimony of Jean-Claude Méry, an 
RPR political fixer who is now dead. 
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‘the Socialist prime minister, Lionel Jospin. 







Mr Séguin’s method is to admit.that all 
parties were doing it, so only those guilty o 
personal enrichment deserve punishment 
The Debré tactic is to go on the attack: 
cause the original videotape had been in t 
possession of a Socialist politician, Dom 
nique Strauss-Kahn, the revelation of its 
"pseudo-confession" is evidence. О 
^manipulation" ahead of the expected battle 
for the presidency between Mr Chirac and 





































The Debré tactic may prompt everyone 
to plead for a truce. After all, the left has 
problems, too. Because of the Méry videc 
tape, Mr Strauss-Kahn is now under forma 
investigation by examining magistrates. 
who were already investigating him for false 
accounting in his dealings with a students 
insurance scheme anda possible connection 
with whatis called the “Affaire Elf’, after the 
state oil company that was a conduit for po- 
litically motivated bribes during the ега о 
the late President Francois Mitterrand 
Meanwhile, the Communist Party's secre 
tary-general, Robert Hue, has been in court 
facing charges of illegal fund-raising: the: 
trial was halted last week after Mr Hue’s law- 
vers challenged the judge’s impartiality. = 

The list goes on. Even the central bank's: 
governor, Jean-Claude Trichet, and a former . 
boss of the mr, Jacques de Larosiére, are un- : 
der investigation over the scandal to do with 
the near-bankruptcy in the early 19905 0 
Crédit Lyonnais, a vast state-owned bank. 
Two former finance ministers, Edmond Al 
phandéry and Michel Sapin, the. curren 
minister of public administration, are also 
under investigation in the same affair. 

Indeed, since France’s magistrates began 
flexing their muscles in the mid-1990s, hun- 
dreds of businessmen and politicians have 
been mis en examen —that is, placed under 
formal investigation. A few, such as Loik Le 
Floch-Prigent, head first of Elf and then о 
France's railways, or Bernard Tapie, at và- 
rious times a crooner, a soccer-club owner 
and a Socialist minister, have gone to prison. 
Many, such as Gérard Longuet, a former in- 
dustry minister accused of irregularity in hi 
financial dealings, have eventually been de= 
clared “non lieu"—acquitted for lack ofe 
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PARIS 


AVID may have slain Goliath, but it is 
surely a risk for the tiny principality 
of Monaco, just 32,000 people crammed 
into high-rise luxury around Monte 
Carlo’s casino and yacht marina, to chal- 
lenge its mighty neighbour, France. Yet Mo- 
naco has always favoured big gamblers: 
this week, in an interview 
with Le Figaro, a conser- 
vative French newspaper, 
its sovereign, Prince Rai- 
nier, rolled the dice by de- 
manding a renegotiation 
of its treaties with France 
“to give Monaco back to 
the Monégasques.” 

The impulse may well 
stem from princely pique. 
Monacolikes to portray it- 
self as a secure haven for 
the well-behaved rich: per 
head Gpr last year was 
about $27,000 (about a 
third higher than in 
France) and there are more 
police for its size of population than al- 
most anywhere else in the world. In other 
words, it hurts that successive French com- 
ments, from a parliamentary mission in 
June to reports last month from the minis- 
ters of finance and justice, should describe 


dence. Others, such as Alain Juppé, a former 
RPR prime minister, are still waiting to know 
their fate. Some, such as Roland Dumas, a 
Socialist former foreign minister who ended 
up as president of the Constitutional Coun- 
cil, France’s fifth highest national post, are 
awaiting trial. 

Does the list mean that France is en- 
demically corrupt? Transparency Interna- 
tional, an organisation trying to lessen cor- 
ruption worldwide, puts France 21st on its 
90-country index of corruption. That makes 
itcleaner than Greece and Italy, which come 
35th and 39th respectively, but sleazier than 
Britain at number 100r Germany at 17. 

It is easy to blame the lack of account- 
ability in a culture whose reflex is to conceal 
rather than reveal. Politicians, for example, 
would not dream of disclosing their tax re- 
turns, as America's electoral hopefuls regu- 
larly do; and it was only this year that 
France's chief executives agreed they should 
reveal their salaries and stock options. 

But there are more practical reasons for 
France's rash of corruption scandals. One is 
that, as powers were devolved to the coun- 
try's regional councils and town mayors in 
the 1980s, so the opportunities for local poli- 
ticians to enrich either themselves or their 
party organisations increased. Indeed, 
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His realm arraigned 


Could Monaco's luck run out? 


the principality as a sanctuary for tax 
dodgers, drug barons and money launder- 
ers. Unless Monaco cleans up its act, said 
the finance ministry in words all the more 
menacing for their vagueness, “the French 
government will propose to parliament 
legislative measures to put an end to such 
situations.” 

Poor Monaco. It is al- 
ready the unequal partner 
thanks to its 1918 treaty of 
“protective friendship” 
with France; a subsequent 
convention of 1930; and a 
customs union agreed in 
1963. For example, France 
supplies the head of gov- 
emment (Prince Rainier has 
to choose his "minister of 
state" from alist of three), as 
well as Monaco's senior 
civil servants, judges, po- 
licemen and even firemen. 
The prince, rejecting as “to- 
tally false" France's accusa- 
tions, sourly notes: “1 can hardly see that 
these senior French civil servants would 
permit any slippage, whether in the strug- 
gle against money laundering or tax fraud." 

Indeed, the prince points out that Mo- 
naco was conspicuous by its absence from 





Why tax havens exist 
Top marginal rates of income tax, % 


a recent OECD “black list" of tax havens. 
He adds that France is alone in the Euro- 
pean Union in finding fault with Monaco. 
His explanation for the attack is that “cer- 
tain” people in France are “jealous of Mo- 
naco’s success” and like to think it is the 
result of “dirty money” rather than good 
management. 

Maybe so. But is the prince’s outburst 
the best way to fend off French demands? 
Perhaps it is. Among other requirements, 
France says Monaco must impose a 
wealth tax on its French residents; disclose 
details of bank accounts; and change its 
accounting rules. The sum effect would 
clearly be to reduce Monaco’s attractions, 
but, as the prince points out, “what is good 
for Monaco is good for France. The Moné- 
gasque economic dynamism mostly helps 
the French, 25,000 of whom work in the 
principality. As for the Cóte d'Azur, it pro- 
fits greatly, and not just in tourism. Paris 
should analyse the situation carefully be- 


fore showing Monaco the finger." 











sometimes the two motives become entan- 
gled; it has been quite common for politi- 
cians to dole out party jobs to their relatives. 

Another reason is that the parties have 
ambitions beyond their financial means. As 
Michèle Alliot-Marie, the RPR's president, 
explains, "criminal situations" happen be- 
cause the parties lack the money they need 
tocampaign properly. “But for there to be re- 
pentance," she adds, “there must bea feeling 
of guilt —and I don't feel guilty.” 

Do the voters sympathise? It seems not. 
They think, reasonably enough given the 
longevity of political careers and the layers 
of elected office (politicians in France often 
hold more than one officeata time), that pol- 
itics is a gravy train which feeds its own. A 
poll recently published by the leftish daily 
newspaper, Le Monde, showed that, al- 
though 76% of the sample approve of the ban 
in 1995 on corporate donations to political 
parties,only a third think political funding is 
now cleaner. More worryingly for the politi- 
cians, however, 57% oppose an amnesty for 
pre-1995 offences. 

Most worrying for Mr Chirac, 80% be- 
lieve he should answer the magistrates’ 
questions, regardless of a sitting president's 
immunity following a ruling last year of the 
Constitutional Council headed, at the time, 


by the already-embattled Mr Dumas. 
Meanwhile, alert voters may recall that 
when the Socialist government of Michel 
Rocard in June 1989 proposed an amnesty 
for fund-raising offences, which became 
law the following January, Jacques Chirac, 
then the крк” president, led an opposition 
boycott. Now the tables are tumed—and Mr 
Chirac's popularity rating has turned nega- 
tive for the first time in three years. 
LJ 





Germany 


Ja, a little proud 


BERLIN 


NLY in Germany could such a remark 
have whipped up such a storm of out- 
rage and soul-searching. Foreigners who 
want to settle in Germany, said Friedrich 
Merz, parliamentary leader of the opposi- 
tion conservatives, should be prepared to in- 
tegrate themselves into the German Leitkul- 
tur, a term difficult to pin down, even for 
Germans: it can be taken to mean either the 
"leading culture among Germans" or “the 
German culture that leads”. 
What was Mr Merz suggesting? Merely, 
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perhaps, that immigrants should respect the 
basic values and rules of the German con- 
stitution. In which case, why did he not say 
$0? Or was he hinting that the German cul- 
ture was, God forbid, superior to others? The 
age-old debate over the German national 
identity, which Friedrich Nietzsche said 
more than a century ago would never go 
away,is once again firing German passions. 

For most post-Hitler Germans national- 
ism remains a dirty word. Even a modest call 
for the preservation of German customs and 
traditions is regarded as suspect. Surveys 
show that the Germans have the lowest level 
of national pride of any European nation ex- 
cept the Slovaks. The national anthem is 
rarely sung—despite the dropping of its orig- 
inal opening, “Deutschland, Deutschland 
liber alles” —save at football matches. Barely 
half of all west Germans and less than a 
quarter of those in the former communist 
east can recite even its first line. 

How different from France, where the 
blood-stirring Marseillaise is sung lustily on 
every possible occasion and where politi- 
cians of right and left liberally sprinkle their 
speeches with references to French gloire 
and nationalistic calls of “Vive la France!” 
But the Germans know that if they are to 
avoid renewed accusations of “arrogance” 
and “imperialistic designs” they must keepa 
low profile, despite being Europe's biggest 
nation and the world’s third-greatest econ- 
omic power. “In all our joy over reunifica- 
tion,’ Chancellor Helmut Kohl declared in 
1990, “we must remain modest." That official 
view has not changed. 

When Gerhard Schröder, Germany's 
first chancellor with no memory of Hitler's 
time, said two years ago that a Germany 
which had *come of age" would "not hesi- 
tate to defend its own national interests", 
many expected the emergence of a more as- 
sertive, self-centred country. But apart from 
ritual hints about Germany's desire for a 





A chancellor proud of his Leitkultur 
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permanent seat on the uw Security Council 
and the dogged insistence earlier this yearon 
the appointment of a German head of the 
International Monetary Fund, it has not yet 
happened. Mr Schröder has admitted that 
his call for a German return to “normality” 
may have been a little premature. “We can- 
not emerge from our past so easily,” he said. 
“Perhaps we should not even wish to.” 

In their search for a distinctive sense of 
identity, a few young Germans, especially in 
the ex-communist east, have turned to the 
dubious nationalism of the past. But most 
Germans go on insisting that they have no 
desire to be top dog in anything, save per- 
haps business or sport. Many even feel un- 
easy about describing themselves as “Ger- 
man”, preferring to say “Bavarian” (or 
whatever), or just “European”. Although 
most no longer feel personal guilt for the sins 
of their forefathers, they do not want to for- 
get. Their past is ever-present and colours 
much of what they do, think and feel. 
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It seems very reassuring; but it may be 
wrong to think that nothing has changed. 
Germany is no longer the nation with a bad 
conscience which dares not speak up at the 
table. Since reunification, a new awareness 
of nationhood and a quiet self-confidence 
have emerged. 

"| suppose we do feel a little proud of 
ourselves,” Christoph Bertram, head of the 
German Political Science Foundation, ad- 
mits. “But it’s not the kind of pride you shout 
about from the rooftops. We still tend to 
keep our heads down, do the politically cor- 
rect thing. We still have inhibitions about 
saying what our national interests are or 
pursuing them. But we feel we've really not 
managed too badly. We've reunified our 
country, changed government, tied Ger- 
many firmly into Europe, and are on good 
terms with all our neighbours. And we think 
we've developed a rather sensible, civilised 
society. So, yes, we are a little proud.” 

But nationalistic? Never! 

i - п 





Spain 
Anger and tears 


MADRID 


HE murder of a Spanish judge, his driver 

anda police bodyguard on October 30th 
has marked a bloody new turn for the worse 
in ETA's campaign to bomb its way to inde- 
pendence for Spain's Basques. ЕТА has now 
killed 19 people since it ended a ceasefire at 
the beginning of this year. Most of the vic- 
tims, including politicians, journalists and 
businessmen as well as members of the 
armed forces and the judiciary, have been 
shotby assassins, often at point-blank range. 
This time, ЕТА risked killing dozens of pass- 
ers-by. A huge bomb, packed into a stolen 
car on the side of a Madrid street, was set off 
as the judge, Jose Francisco Querol, drove by. 
The explosion also destroyed a bus and in- 
jured some 60 people. 

The following day tens of thousands of 
Spaniards marched through the streets of 
Madrid, Granada (the dead policeman's 
home)and other cities to express their revul- 
sion.Similar protests have erupted after each 
of ETA's previous attacks this year. But ordin- 
ary Spaniards are getting angrier. This time, 
quite a few of them carried placards calling 
for the death penalty to be brought back. 

Apart from excoriating ETA and promis- 
ing not to give in to its demands, Spain's cen- 
tre-right prime minister, Jose Maria Aznar 
and his ruling People's Party (rr) have di- 
rected much oftheir ire against the non-viol- 
ent Basque parties, which, in their view, have 
been unduly indulgent towards the terror- 
ists. The Basque regional government, led by 
the Basque Nationalist Party, was swift and 
unequivocal in condemning the latest mur- 
ders. Even some councillors belonging to 


Euskal Herritarrok, rErA's political wing, 
which usually endorses whatever the terro- 
rists do, condemned the bomb. 

But Mr Aznar, who has himself survived 
an assassination attempt by ETA, is exasper- 
ated by the continuing wish of the Basque 
Nationalists and their long-time leader, Xa- 
bier Arzalluz, to persuade ETA, or its political 
proxies, to come back into peaceful politics. 
In 1998, the Basque Nationalists signed an 
agreement with Euskal Herritarrok and with 
another smaller party of radical Basques to 
pool their political efforts and seek an inde- 
pendent Basque state; in return, ЕТА agreed 
to put away, but not give up, its arms. 

The agreement broke down at the end of 
last year after ЕТА complained that the gov- 
ernment had not been negotiating in good 
faith. Mr Aznar now says that the ceasefire 
was a ruse to give ETA's guerrillas a breathing 
space. Separatists, he stresses, can pursue 
their aims non-violently through demo- 
cratic institutions set up when Spain became 
a democracy more than two decades ago, 
and the Basques were given wide autonomy. 

Meanwhile the Basque government, led 
by the Basque Nationalists, is gasping to stay 
in power. Since dropping its parliamentary 
alliance with ErA's political wing after the 
ceasefire ended, it has been in a minority, 
though it is the Basque region’s single biggest 
party. This week, after failing to pass a bud- 
get, the regional president, Juan Jose Ibar- 
retxe, said he would roll over the existing one. 

Mr Ibarretxe has already suffered a non- 
binding censure motion carried by the two 
main Madrid-based parties, Mr Aznar's РР 
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and the Socialists. A fresh election for the 
Basque assembly might take place in the 
spring, if not sooner. Mr Aznar hopes that a 
new Basque government might then, for the 
first time under the current constitution, be 
led by non-nationalists. 

The snag for him is that, though he and 
his РР are still doing well nationwide, and 
have made gains in the Basque region too, 
they will find it hard to oust the resilient 
Basque Nationalists from power there. No 
single party is likely to win an outright ma- 
jority of seats. The рр would be loth, given its 
antipathy to the Nationalists, to team up 
with them, while the Socialists' new leader, 
Jose Luis Rodriguez Zapatero, though careful 
todistance himself completely from ЕТА, has 
sounded less harsh towards Mr Arzalluz and 
his Basque Nationalists. So, however much 
ETA's bombers enrage Spaniards of all 
stripes, Mr Aznar will find it hard to eject 
separatist Basques from power on their 
home turf. But he will do his damedest. 





Poland 


A right mess 


WARSAW 


FTER his miserable showing in last 
month’s presidential election, when he 

got a mere 15% of the vote, most people 
thought that Marian Krzaklewski, the right- 
wing government's candidate, would be 
quietly knifed in a gloomy corridor. So far Mr 
Krzaklewski (pronounced, roughly, Kshack- 
lefski) has evaded any would-be assassins. 
Although he remains manifestly unpopular 
with ordinary Poles, he is still at the head of 
the main Solidarity bit of the loose and bick- 
ering group of parties, clunkily called Soli- 
darity Election Action, Aws in its Polish ini- 
tials, which make up Jerzy Buzek's wobbly 
minority government. But it would be odd if 
Mr Krzaklewski were to hang on as leader of 
the main party in an ailing government, 
even though he continues to eschew a min- 


isterial job, for very much longer. 

The presidential election was a personal 
disaster for Mr Krzaklewski. He not only 
failed to force Poland’s buoyant ex-commu- 
nist president, Aleksander Kwasniewski, 
into a run-off; he was further humiliated 
when Andrzej Olechowski, a suave inde- 
pendent who admitted that he had worked 
for the secret service while serving as a gov- 
ernment statistician, beat him into third 
place. Poles made it clear that they did not 
trust Mr Krzaklewski. A disturbing num- 
ber—over 40% in most opinion polls—reck- 
опей that “Krzak” (which means “bush”) 
was concerned above all with himself. The 
doggedness with which he is now hanging 
on to power within the right-wing alliance 
reinforces that view. 

Aws is made up of four main bits and, 
looming in the background, the Solidarity 
trade union. Three of them—the Conserva- 
tive Peasants, the Christian National Union- 
ists and the Christian Democrats—want Mr 
Krzaklewski togo. But the Solidarity bit of the 





Euro-Russians adrift 


KALININGRAD 


HEY speak Russian, but do not feel 

quite at home in Russia proper; they 
visit nearby Warsaw and Vilnius much 
more often than St Petersburg, let alone dis- 
tant Moscow. The 1m-odd people of the 
Kaliningrad region, a Russian exclave on 
the Baltic, increasingly call themselves 
“Euro-Russians”. Though they have largely 
left behind their military-dominated past, 
they have not—yet—arrived in the modern 
European future that they want. 

The election, on November sth, for 
governor may help a bit. The incumbent, 
Leonid Gorbenko, has held the region back 
over the past four years, with oafish, clan- 
nish and erratic behaviour that has de- 
terred investors and made neighbouring 
countries despair. He is running third, 
thanks, among other things, to Kremlin 
backing for both his rivals. 

The front runner is Vladimir Yegorov, 
an old-fashioned retired Soviet admiral 
drafted into the campaign by local power- 











brokers with strong ties to Moscow. His 
election poster shows him posing with 
President Vladimir Putin during a visit to 
the region when the Russian leader con- 
spicuously snubbed Mr Gorbenko. 

The other serious challenger is a former 
KGB man called Yuri Sinelnik, now a fisher- 
ies tycoon. His well-financed campaign 
also stresses his closeness to the Kremlin 
(under a previous era, say his opponents). 
His main ally in Moscow is Sibneft, a giant 
oil business run by chums of the former 
president, Boris Yeltsin. 

Mr Putin’s main concern seems to be to 
get rid of the embarrassing Mr Gorbenko. 
And although the new governor can make 
his patch a better neighbour, it is the Krem- 
lin that will decide its future. The region's 
own interest is in being open to both east 
and west, to take advantage of its ice-free 
port and cheap, skilled labour force, much 
of which made or serviced advanced wea- 
pons in Soviet times. But many in Moscow, 
especially in the military and se- 
curity agencies, see Kaliningrad 
(once Kónigsberg, in East Prussia) 
as a precious trophy from the 
second world war, and a military 
bastion that must be protected 
from outside interference. 

This is now becoming an is- 
sue between Russia and the ки; 
this week Mr Putin discussed it 
with £u leaders in Paris. So far, 
Kaliningrad people have been 
able to travel visa-free to Poland 
and Lithuania and to import 
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goods duty-free for selling in Russia 
proper. This mixture of smuggling and le- 
gal trade has kept the economy ticking 
over. But when Lithuania and Poland 
eventually join the Eu, Kaliningrad risks 
becoming an even poorer, more isolated 
backwater, leaking crime and disease into 
the prosperous Baltic region. 

The Eu is keen to help Kaliningrad get 
ahead, but that will be hard so long as Rus- 
sia sees it as strictly its internal affair. This 
twitchiness has even prevented western 
countries from opening much-needed 
consulates there. This leads to some oddi- 
ties: the (Polish) manager of the local 
Scandinavian airlines office, for example, 
is also the busy honorary consul of Swe- 
den, Denmark and Iceland. “Yeltsin and 
[Germany's former chancellor] Kohl had a 
gentlemen's agreement not even to raise 
the matter of a German consulate,” says a 
pro-western Kaliningrad official in exas- 
peration. "Russia sees the region's status as 
a zero-sum game. We want win-win”. 


LEES ы =] 
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government, meaning the union and its at- 
tached party, is still backing him—for now. 

Paradoxically, union types love Mr 
Krzaklewski all the more after his defeat. In 
the past, the union has felt itself betrayed by 
politicians who, while flying the Solidarity 
banner, pushed through reforms that hit its 
members hard. Perhaps, they hope, Mr 
Krzaklewski’s very weakness will prevent 
him from letting them down. Solidarity's af- 
fection for Mr Krzaklewski puts some in 
mind of the old Polish joke in which a 
schoolboy is asked to write an essay on why 
he loves the Soviet Union. “1 love the Soviet 
Union”, the boy reports after much head- 
scratching, “because no one else does." 

Still, the three smaller parties know that, 
without the grass-roots support which 
comes with Solidarity, the right stands no 
chance against the former communists’ 
well-trained shock troops in the parliamen- 
tary election which must take place within a 
year. All agree that Aws has to be whipped 
into shape, and soon, if it is to stand any 
chancein that poll. The question is, what sort 
of shape? Some wonder if it will survive as a 
serious force at all. 


Maciej Plazynski, parliament's speaker 
and the choice of many to take over from Mr 
Krzaklewski, proposes that Aws form itself 
into a "loose federation" with Mr Buzek, ev- 
eryone's favourite compromise, as its figure- 
head. Under his plan, each ofthe four parties 
would get 20% of the candidates, with the 
other 20% going to the Solidarity trade union. 
The chairmanship of the new set-up would 
rotate between the parties in some as yet un- 
determined fashion. But Mr Krzaklewski 
prefers Aws to be a single party, blandly 
called “federative”, under Solidarity’s—and 
preferably his own—control; he says he will 
step down only when this has been 
achieved. 

All of which fills the ex-communists 
with glee and has other Poles puzzled. At 
least some of the confused and disaffected 
will throw their lot in with Mr Olechowski, 
who on October 26th launched a political 
association designed to build on his success 
in the presidential race. He sees the associa- 
tion as a sort of dignified watchdog, which 
will not run in elections but just try to bringa 
bit more openness to Polish politics. It has its 
work cut out. 

п 





Turkey 


Darker clouds, a few gleams yet 


ANKARA 


HE European Commission is poised to 

announce а list of the conditions Turkey 
has to meet before it can start negotiations to 
join the eu. Chief among them is the need to 
take some clear steps to improve its human- 
rights record. Hopes that things would im- 
prove under the coalition government led 
by the left-leaning Bulent Ecevit, who took 
over the prime ministershipa year and a half 
ago, have so far proved largely empty. The 
EU's acceptance of Turkey last December as 
an official candidate for membership has 
not helped, either. “Things are not only as 
bad as ever; in some departments they are 
getting worse,” says Yavuz Onen, who chairs 
Turkey’s Human Rights Foundation. 

Mr Onen’s pessimism will have grown 
after the unexpected ejection last week as 
head of parliament's human-rights com- 
mission of Sema Piskinsut, a member of Mr 
Ecevit's Democratic Left party. During her 
three years at its helm, Mrs Piskinsut and the 
commission have issued a series of coura- 
geous and widely publicised reports which 
have deeply embarrassed the government 
and its security forces with their graphic de- 
scriptions of torture. During her impromptu 
inspections of nearly 600 prisons, Mrs Pis- 
kinsut (who was a doctor before going into 
politics) interviewed nearly 9,000 prisoners, 
examining some of them herself. Facing 
down the policemen who guard its entrance, 
Mrs Piskinsut brought into parliament tor- 
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Overpesky Piskinsut 


ture implements she had collected from po- 
lice stations, such as the "Palestine hanger", 
from which prisoners are hung by their 
arms. They remain on display in her office. 
Despite the public outcry, Mr Ecevit has 
yet to explain why Mrs Piskinsut lost her job. 
Most Turks believe that the prime minister 
removed her from her post after being bad- 
gered by hardliners within Turkey’s security 
forces.Open references to the security forces’ 


EUROPE 


alleged role in heroin trafficking will not 
have helped Mrs Piskinsut's case. 

The chairmanship of the human-rights 
commission is now set to pass to the right- 
wing Nationalist Action Party, a partner in 
Mr Ecevit's coalition, which plans a "new 
approach" by examining "human-rights 
abuses in Chechnya, Belgium, Sweden and 
Norway". Turkey's generals, who like to 
shape politics through the seats they occupy 
on the National Security Council, share this 
party's belief that some of the reforms sought 
by the eu would eventually lead to the dis- 
memberment of the Turkish state. 

Now the generals are presumably hop- 
ing that Turkey's first Islamist prime minis- 
ter, Necmettin Erbakan, whom they 
squeezed out of office in 1997, will be sent to 
jail after his conviction under article 312 of 
the penal code for “inciting religious and 
ethnic hatred" in a speech he made six years 
ago in the predominantly Kurdish province 
of Bingol. 

Turkey's 12m or so Kurds have not fared 
much better. For all the Eu's exhortations, 
their hopes of being allowed to set up their 
own schools and radio and television sta- 
tions are unlikely to be realised any time 
soon. Three Kurdish mayors elected last year 
are among scores of Kurdish politicians fac- 
ing trial over allegations that they colluded 
with the violent separatists of the Kurdistan 
Workers Party, the ркк. Their party, Hadep, 
facesaconstitutional ban on similar charges. 

Yet the scene is not wholly bleak. The 
death sentence passed on Abdullah Ocalan, 
the rkx's captured leader, has not been car- 
ried out. Turkey's justice minister, Hikmet 
Sami Turk, has promised that the death sen- 
:ence will be scrapped altogether at the end 
of the year. Mr Ecevit and his coalition part- 
ners are discussing an amnesty, also by the 
end of the year, for thousands of prisoners, 
:ncluding political ones. 

Even better, perhaps, human-rights 
groups readily acknowledge that, although 
torture remains widespread, both the num- 
ber of people who die while in police cus- 
тоду and the number of “mystery killings" 
have steadily declined over the past four 
years. Indeed, they have all but ceased since 
Mr Ocalan’s renunciation in September 1999 
of his armed fight for Kurdish independence. 

For many Turks, the most encouraging 
development of all was the election in May 
of a former constitutional court judge, Ah- 
met Necdet Sezer, as Turkey’s new president. 
The increasingly popular Mr Sezer has 
repeatedly spoken of the need for constitu- 
tional and democratic reform. He said it elo- 
quently in parliament last month, when he 
argued that Turkey ought to raise its stan- 
dards of democracy “not because the EU is 
demanding these changes, but because this 
is what all Turkish citizens deserve.” Plucky 
Mrs Piskinsut was among those clapping 
hardest at the end of his three-hour speech. 
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г old ideas for a compromise over Ko- 


Ibrahim Rugova, Kosovo's awkward survivor 


N THE Balkans, Shakespeare's whirligig of time often brings its 

revenges, For much of the past decade, Ibrahim Rugova has cut 
rather a pathetic figure. As the leading representative of Kosovo's 
ethnic Albanian majority, his task was often thankless: to tell 
westerners, preoccupied with quenchingthe flames of war in Bos- 
nia and Croatia, that his homeland was combustible too. 

From 1997, as Kosovo flared up, his warnings were proved 
right—but that did nothing to boost his standing. His non-violent 
campaign for independence was sidelined by the hàrd men of the 
Kosovo Liberation Army (кі), and the American-led air war 
against Serbia. By mid-summer of last year, after NATO and the 
KLA had between them forced Slobodan Milosevic, the Yugoslav 
president, to sue for peace, many Balkan-watchers pronounced 
Mr Rugova politically dead, 

How different things look today. 
Mr Milosevic, who rode to power by 
squelching Kosovo's autonomy, has 
been forced into oblivion after an elec- 
toral drubbing. Mr Rugova, mean- 
while, has returned to the limelight 
after a local ballot in which most Koso- 
vars opted for him over parties with 
KLA links, 

With moderates—Mr Rugova and 
the new Yugoslav president, Vojislav 
Kostunica~relishing their success in 
Pristina and Belgrade, their respective 
capitals, diplomats are dusting down 


sovo's future. It is hard to see how there 
can be any middle ground between Mr 
Rugova’s demand for full indepen- 
dence and Mr Kostunica's pledge tore- 
store Yugoslav sovereignty. But pros- 
pects for holding the ring in a civilised 
way are better. 

The margin by which Kosovars 
opted for sweet reason was surprising. 
Ithad been expected that Mr Rugova's 
Democratic League of Kosovo (LDK) 
would do well in the elections on Oc- 
tober 28th. But few forecast the scale of 
the victory achieved by the move- 
ment, which has little purpose other 
than to back Mr Rugova. With nearly 60% of the vote, it has won at 
least 21 of Kosovo's 30 municipalities. Hashim Thaci, the ex-KLA 
boss, garnered 27% of the vote for his Democratic Party of Kosovo, 
while the party of his ex-comrade, Ramush Haradinaj, won 7%. To 
put it mildly, this amounts to an impressive comeback for the 
other-worldly Mr Rugova, whose arrival in Pristina after the war 
ended last year was greeted by Kosovo's main newspaper with an 
icy headline: “The Loser is Back." 

Although the election was only for local councils, more impor- 
tant things were at issue than who will collect the rubbish. As Ko- 
sovo's international masters see things, the ballot was a step to- 
wards creating province-wide institutions, presumably next year. 
More important, the election was à test of the mood in a territory 
where theex-kr.A has seized de facto control of several regions, re- 
lying on a mixture of intimidation and the prestige it enjoyed as 
the force which could claim to have succeeded in expelling the 
Serbs, with NATO's help, where Mr Rugova's pacifism failed. 

As the election results showed, the guerrillas have squandered 











any popularity they enjoyed. They have seized businesses and 
properties, and often reacted arrogantly, or worse, when anyone 
objected. Criminal connections may be a help when pursuing un- 
derground feuds, but they are not an electoral asset. 

In fact, the vote was probably more of a vote against the guer- 
rillas than an endorsement for Mr Rugova. Since his return to Pris- 
tina last summer—after an embarrassing television appearance,at | 
the height of the war, with Mr Milosevic, following which he was | 
spirited to Italy—he has been nearly invisible. | 

His bohemian appearance, with a silk scarf perpetually round 
his neck, is a legacy of his studies at the Sorbonne in Paris. For the | 
son of a shopkeeper executed by the Yugoslav Communists, get- | 
ting to the rive gauche was a welcome escape from the gloom of | 
the Balkans, and it guaranteed him a prestigious job—as a profes- | 
sor of literature—back home. An out- | 
sider amongst Pristina's elite, he was | 
nevertheless chosen to head the Lox | 
when it was founded in December | 
1989. What he lacked in political savvy | 

| 


was provided by his associate, a so- 
ciology professor, Fehmi Agani, who 
was killed last year. 

Between them, these two co-ordi- 
nated a strategy of non-violent resis- 
tance to the direct rule which Mr Mil- 
osevic imposed on the province from 
1989. In a series of semi-underground 
polls, Mr Rugova was elected Kosovo's 
"president". While other Kosovars 
formed a government-in-exile, he 
stayed behind, receiving foreign digni- 
taries and often showing them his 
treasured collection of rocks. Many 
westerners found him dull. Most 
Kosovars, by contrast, held him in 
high esteem. Despite the upheavals of 
the past two years, this sentiment has 
not evaporated. 

So, by accident or design, Mr Ru- 
gova is back on top, but what can he 
now do? Mr Kostunica is willing to 
meet; Mr Rugova’s aide, Skender Hy- | 
seni, says that would be premature. 

In fact, much now hangs on Mon- 
tenegro, Serbia's nominal partner in the rump Yugoslav federa- 
tion, where most people want a loosening of ties with Belgrade 
and a growing minority favours full independence. If the two 
Slavic republics can. patch up a deal, then it will be harder for Ko- | 
sovo to resist international pressure to accept some sort of associa- 
tion with Yugoslavia. But if Montenegro becomes independent, it 
will be even harder for Serbia to retain Kosovo,even nominally. — | 

Mr Kostunica is dynamic and pragmatic, Mr Rugova is not. But 
it is still possible that by the end of next year, Mr Rugova will find 
himself leading a Kosovo that is independent in all but name. The | 
“final status" of Kosovo, on the other hand, тау not be settled for | 
years to come. Mr Kostunica will have other priorities; the Koso- 
vars, for their part, are unlikely to accept any new deal with Serbia 
and Montenegro, unless it is temporary and recognised as such. 

So Mr Rugova looks set to lead the “Taiwan of the Balkans", as 
some of his friends now call it: not necessarily a successful, high- 
tech economy, but a country in diplomatic limbo because it will 
not accept the status that others wants toimpose on it. 
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A hard rain 





Politicians and the public should not rush to judgment over the damage 
caused by rough weather in Britain this week 


HE British weather has a habit of 

collaborating with human events to re- 
inforce feelings of doom. In 1987, the stock- 
market crash accompanied a storm which 
killed 19 people and cost £1 billion ($10 bil- 
lion) to clear up. The excitable atmosphere 
recently created by the fuel crisis, the chaos 
on Britain's railways and anxiety over BsE 
was heightened this week when heavy rain 
and violent winds afflicted much of Britain, 
causing widespread flooding and paralysing 
those parts of the transport system which 
were functioning. 

The counties of Kent and Sussex experi- 
enced serious flooding only two weeks ago. 
Some villages were just beginning to dry out 
when the waters rose again. This time, 
though, the extreme weather affected a 
much broader swathe of the country, in- 
cluding the capital. Knightsbridge, one of the 
swankiest parts of London, was flooded. Rail 
and tube services to Heathrow airport were 
suspended, as were trains to Paris from Wa- 
terloo station. 

Other regions suffered much more: parts 
of southern England, and, later in the week, 
bits of the north, experienced their worst 
floods for decades—in the case of York, 
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where the archbishop’s palace was flooded, 
the worst for 400 years. Among the tales of 
woe was that of the 6,000 people temporar- 
ily stranded on ferries off the south coast of 
England, after the port of Dover was closed. 
The most improbable-sounding phenom- 
ena were the tornadoes which struck the 
Sussex towns of Bognor Regis and Selsey. An 
Italian chemicals tanker sank in the channel 
near the French coast. At the last count, seven 
people had been killed in weather-related 
incidents. 

Insurance companies began to estimate 
the cost of the damage, and businesses to 
calculate their losses, long before the bad 
weather had actually passed. As The Econo- 
mist went to press, rivers were still running 
dangerously high in several parts of England. 
As well as celebrating British stoicism, politi- 
cians and the media have been busily look- 
ing for someone or something to blame. 


Hotair 

John Prescott, the deputy prime minister, 
and Michael Meacher, the environment 
minister, seemed to be in little doubt about 
the prime culprit: global warming, and the 
consequent climate change. Mr Prescott told 


the House of Commons that the country 
would have to get used to extreme weather 
events, which he confidently predicted 
vould occur with increasing frequency. This 
theory will of course come in handy, should 
the government resist calls to cut fuel duties. 

Mr Prescot's doom-saying was bol- 
stered by a recently leaked report from a Un- 
ited Nations panel which suggests that the 


° earth may experience a much greater in- 


crease in temperature over the next century 
than climate-change scientists previously 
predicted. Britain can justly claim to have 
pioneered policies to reduce the gaseous 
emissions which are blamed for global 
warming, and to prepare for its conse- 
cuences. At a forthcoming international 
summit in The Hague, British ministers will 
press for tougher action. 

Mr Prescott though, has been precipitate 
in his judgment on this week's events. Ac- 
cording to Merylyn Hedger, head of the gov- 
ernment's uk Climate Impacts Programme, 
the emerging pattern of warm summers and 
wet winters, and bouts of intense rainfall 
such as occurred this week, are the sort of 
events climate change would bring to Brit- 
ain. The Environment Agency, which is 
responsible for flood warning in England 
and Wales, recently spoke of a tenfold in- 
crease in flood risk over the next century. 
However, most scientists agree that individ- 
ual weather events cannot reliably be attrib- 
uted to global warming. After all, this week's 
floods are not unprecedented; nor, though 
they may be more common in Oklahoma 
than in Sussex, are tornadoes. In fact, around 
30 are reported every year; in 1913, a tomado 
killed six people in Wales. 


Naughty planners 


The floods have affected a surprising num- 
ber of new homes, which suggests another 
possibleculprit: poor planning on the part of 
local authorities. "In the old days," says 
Edmund Penning-Rowsell, of the Flood 
Hazard Research Centre at Middlesex Uni- 
versity, “people knew you couldn't build 
Gown there in the bog" The Environment 
Agency says that about 20% of the objections 
iz makes to planning applications on the 
grounds of flood risk are ignored. One pro- 
blem, says Duncan Reed of the Centre for 
Ecology and Hydrology, is that some plan- 
ners have short memories, ignoring a history 
of flooding if there hasn't been any recently. 
Pressure to restrict development as a conse- 
quence of these floods will focus on the 
South-East, where government plans to 
build 43,000 new homes a year have already 
angered residents and environmentalists. 
Some of the areas earmarked for develop- 
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ment were flooded this week. 

Planners tend, unsurprisingly, to deny 
the charge of wanton carelessness. Lindsay 
Frost, of Lewes District Council in East Sus- 
sex, pointsout that banningdevelopment on 
flood plains could lead to the decline of set- 
tlements already situated on them. He also 
argues that avoiding all development on 
risky areas would mean forgoing some of the 
brown-field land which the government is 
keen to use: Mr Prescott wants 60% of new 
homes built on brown-field sites. The gov- 
ernment says it will soon publish revised 
guidance, encouraging local authorities to 
use risk-free land first, and obliging develop- 
ers to pay for flood defences when they 
build on risky land. But planning policy will 
always involve the balancing of economic 
and environmental considerations, and 
ministers are right to say that building on 
flood-plains cannot be avoided altogether. 

Some people have been surprised that, 
although meteorologists predicted these 


storms (as they infamously failed to do in 
1987), and the Environment Agency issued 
accurate flood warnings, little seems to have 
been done to obviate the damage. Better 
flood defences could have prevented some 
of it, though such defences are expensive, 
and in some areas have been rejected by res- 


idents themselves. Mr Prescott is right to say 
that Britain's transport and power systems 
should be more robust. The bald truth is, 
though, that only so much can be done to 
ameliorate the effects of occasional storms. 
But then Britons have never needed a con- 
structive reason to talk about the weather. 





BSE 


Lambs to the slaughter? 


New information about VCJD is not very reassuring 


HE Phillips report into the origins of BSE 

(mad cow disease) and its human equiv- 
alent, vcjb, was a cautious, unhysterical 
document. But if the release of the report last 
week was meant to help calm popular anxi- 
ety about vcjp—which has so far struck 85 
people in Britain—it did not work. 





Grinding to а halt 


S WELL as the familiar signs greeting 
London's Monday morning commut- 
ers, such as "station closed" and "train can- 
celled", motorists were confronted by 
some more unusual sights. Parts of the A40, 
the main road into London from the west, 
were under water, as were bits of the M25, 
London's orbital motorway. Many com- 
muter rail services into London simply 
stopped, and mainline railway stations 
emptied. After just one particularly bad 
night's weather, the transport system of 
| one of the world's biggest and richest cities 
seemed close to collapse. 

Of course, it did not help that Britain's 
train system was already reeling from the 
speed limits and track replacements put 
into place after a deadly rail crash at Hat- 
field, the previous week. But a consensus is 
emerging about what is wrong with Brit- 
ain's transport system. The system is old, 
and not enough has been spent to keep it 
up to date. 

Population pressure alone is not a suf- 
ficient explanation for the travails of the 
transport system. Take London—1.1m peo- 
ple travel into Greater London every day, 
270,000 to the City of London alone; 
394,000 travel in on the Underground. 
These are similar to the commuting figures 
for Paris and New York. As Tony Travers of 
the London School of Economics points 
out, rather than being uniquely crowded, 
the London region is very similar in size 
and population density to New York or the 
central area of the Netherlands between 
The Hague and Amsterdam. But London's 
transport suffers from its age, and from the 
persistent under-investment in its infra- 





structure. In this respect, Mr Travers argues 
that a better comparison with London 
would be Moscow. 

It is probably no coincidence that the 
most notoriously inefficient of London's 
underground lines, the Northern, is also 
the oldest deep-level line in the world. It 
was first opened in 1890, and has proved 
hard to modernise. Whereas the number of 
passengers that the Underground carries 
has increased in line with the economic 
boom in the South-East since the 
mid-19805, little new track has been laid. In 


Now breathe in 





That is partly because the release of the 
report was, inevitably, the occasion for a lot 
of harrowing press reports about the victims 
of the illness. But it is also because new in- 
formation and hypotheses are emerging 
about vcjp and sse, and they are less than 
reassuring. Three developments in particu- 





1982, at the bottom of a recession, there 
were only 498m passenger journeys a year. 
The latest figure, for 1998, is 832m passenger 
journeys. But in the past 30 years, only one 
new line, the Jubilee, has been built for the 
Underground. 

If history plays its part, so does under- 
investment. On both the railways and the 
roads, the disruption that bad weather 
causes is often the direct result of cutting 
costs. Take the famous and much derided 
excuse of the “wrong kind of snow”, trotted 
out to explain the failure of rail services to 
run. This was because snow was getting 
into electric train motors. The filters that 
could have prevented the fine snow from 
getting into the motors were 
deemed to be too expensive and 
were not used. Chris Nash, a profes- 
sor of transport economics at the 
University of Leeds, alsocites the ex- 
ample of the electrification of the 
east coast line. The cost of the over- 
head electrical equipment was “cut 
to the bone”, so the system is not as 
robust in high winds as it should be. 

Since the Beeching Report of 
1963, which recommended massive 
cuts in the network, British railways 
have been reduced to what has 
been described as a “lean system”. 
Felix Schmid, of the department of 
mechanical engineering at the Uni- 
versity of Sheffield, argues that the 
system has been “reduced to the ab- 
solute minimum for operating”. 
This means that it is near full capac- 
ity most of the time. In normal times 
this is efficient. But even quite small 
disruptions can have serious 
knock-on effects and the system 
just “collapses in a crisis". 
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lar have attracted attention in the past week; 

the confirmation of the deaths of the youn- 

- gestand oldest victims of vcyp;evidence of a 

*inewcluster of cases; and, most worryingly of 

гай, the suggestion that British sheep may 
also be infected with sse. 

Zoe Jeffries, a 14-year-old, died two days 
after the publication of the Phillips report. 

"Her age is consistent with the theory that the 
maximum danger of infection for humans 
was in the late 1980s, when the number of 

;BsE-infected cows was rising, and before ef- 

. fective controls were put on the release ofin- 

. fected cattle into the human food-chain. The 

. Jeffries case also suggests that the incubation 
period of vcyp may be around a decade. This 
would be a relatively hopeful conclusion, 
since it would suggest that the epidemic is al- 
ready nearing its peak. The number of prob- 
able cases this year, 29, is already more than 

double the number in 1999. 

However, the confirmation that a 74- 

© year-old man has died of усур is less reas- 
suring for two reasons. It raises the pos- 
sibility that the incubation period of the dis- 
ease could be much longer than a decade in 
some cases; and it also scotches the theory 
thatonly the fairly young are vulnerable to 
the disease. Most of the previous confirmed 

:casesof vcjp had occurred among people in 
their 305, or younger. 

The news that two of the victims of vecjo 
lived in the same street in Armthorpe, a 
south. Yorkshire village, and went to the 

same school appears to be the second exam- 

ple ofa "cluster" of cases. A previous cluster 
< in a Leicestershire village is thought to link 

- four cases of vcyp. These clusters may help 

‘scientists investigating the causes of the dis- 
ease, but they have no obvious implications 
for the extent of the epidemic. 


But this week’s biggest scare concerns’. 


British sheep. Sir John Krebs, the chairman of 
the Food Standards Agency (which was set 
up in the aftermath of the ssE-scandal), 
called for an urgent screening programme to 
check whether sheep in Britain could be in- 
fected with sse. It has been known for gen- 
“erations that scrapie, a similar brain disease, 
occurs in sheep-herds. Indeed it was the 
‘Knowledge that scrapie-infected sheep 
posed no threat to humans that contributed 
“to initial complacency about psg in cattle. 
“But some scientists are now worried that 
"cases of Bse in sheep may have been mis- 
diagnosed as scrapie. Officials at the Food 
Standards Agency have acknowledged that 
contingency plans include banning British 
‘lamb from the shops, and ordering the 
- slaughter of all дот sheep in Britain. 

Britain is not the only country where 
concern is rising, The first three cases of vCJD 
have been reported in France. Potentially in- 
fected beef has been withdrawn from su- 
permarkets there and some schools have 
taken beef off their menus. For the British it 

` sounds eerily familiar. 
2 —— —— EEE ب تا د‎ 
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Churchill's speeches 


His master's 
voice? 


66 E SHALL fight on the beaches, we 

shall fight on the landing grounds, 
we shall fight in the fields and in the streets, 
we shall fight in the hills; we shall never sur- 
render.” 

Winston Churchill’s defiant words of 
June 4th 1940 are among the most famous in 
the English language. Spoken to prepare the 
British people for the German onslaught 
after the evacuation of Dunkirk, they rank 
with Nelson’s message to the fleet before 
Trafalgar and Elizabeth r's speech before the 
battle of the Armada as an iconic moment in 
the country’s martial history. As one admir- 
ing conservative historian, Andrew Roberts, 
has recently written of those 1940 speeches: 
“The printed page is not the correct medium 
for them, of course. To feel the shiver down 
one's spine at Churchill’s words, only re- 
cordings will do. They alone can convey the 





growls, the strange pronunciation of the let- 
ter 's', the sudden leonine roars, the cigar- 
and-brandy toned voice.” 

But now, it seems, there may be another 
explanation for those strange pronuncia- 
tions and eccentric growls. For it was sug- 
gested this week that some of these famous 
recordings are not actually the work of 
Churchill at all, but of an actor mimicking 
his voice. After the Hitler diaries, the Chur- 
chill voices? 

Suspicions that some of the recordings.of 
Churchill’s speeches, which are so familiar, 
may not be authentic have been around for 
some time. In 1972 an obscure radio actor, 
Norman Shelley, claimed in his autobiog- 
raphy to have recorded the “fight on the 
beaches” speech. Mr Shelley was a member 
of the ввс repertory company during the 
19305, and often supplied the voice for the 
character “Dennis the Dachshund” in the 
Children’s Hour plays about “Toytown”. Не 
became marginally better known as Colonel 
Danby on “The Archers”, a radio soap-opera 
about country life, before his death in 1980. 
Mr Shelley’s claim was picked up by David 














































Irving, an historian and Nazi. synipathiser, to 
prick the Churchill myth of 1940. Mr Irving 
alleged that “several times in 1940 millions of 
radio listeners were tricked into believing. 
that they were hearing Churchill's voice” — 
Now, Mr Shelley's son has turner 
rom record from the family atti 
“BBC; Churchill speech. Artist: 
Shelley”. It is dated September 7th 1 
is a recording of the “fight on the be 
speech from 1940. To the conspiracy t 
r'sts, this is proof positive that Mr Shelley di 
indeed record this speech, not Churchi 
The record has been given to a professional 
sound engineer for analysis. He has said it 
may take several weeks to establish i 
authenticity. The nation holds its breat 
Were the British really so cruelly deceived in. 
their finest hour? D 
But the issue is more complicated than i 
looks. The famous 1940. speeches were all 
first made in the House of Commons at 
time when the chamber was not wired fc 
sound. The familiar recordings of tho: 
speeches all come from tps issued by Decca. 
in 1964. And these discs relied on recordin: 
of the speeches made in 1949 by Churchill i 
his home.at Chartwell, lon 
‘after the event, as well ; 
“recordings from the co 
temporary sec. archive 
However, there is no doc: 
mentation to show that the 
BBC kept recordings of the 
three crucial speeches o 
May 13th, June 4th апа. 
June 18th ("finest hour") all. 
delivered to the House: 
Commonsin the aftemoo: 
and, supposedly, faked b 
Shelley for the evening 
dio audience. 
In fact, the famous June qth speech Was 
never broadcast on that day. BBC transcripts. 
show that on the evening radio news broad- 
casts the newsreader quoted extracts from 
the prime minister's parliamentary oration 
in reported speech, but not as if Churchill 
himself was broadcasting. Only one speech, 
that of June 18th, was broadcast on the same 
day as it was delivered to the House of Com- 
mons. And this recording was definitely 
made by Churchill. An official at the Minis- 
try of Information has recorded how the 
ministry “bullied” Churchill into making it. 
So Mr Shelley might have done one or 
two speeches for the Decca collection in 
1949, and he might even have recorded th 
“fight on the beaches” speech for the over- 
seas broadcasting service in 1942, two years 
after it was first made. But by then Churchill 
was a little busy saving the world and pre- 
sumably could not spare the time to re-re-- 
cord his old speeches. Whatever Mr Shelley. 
Jr has turned up, it seems that no deception 
was practised in 1940. Patriotic Brits can rest 
easy in their beds. 
2879 ж 
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ERMANN RORSCHACH would have enjoyed watching 

British politicians watching the American presidential elec- 
tion. He was the Swiss psychiatrist who delved into the mental 
state of his patients by showing them 15 accidental inkblots and 
asking them what they thought they were looking at. From their 
answers--some might claim to see a butterfly, others a couple 
dancing a tango—he believed that a trained observer could un- 
ravel their inner fantasies. 

From London, and even before the result is in, British Conser- 
vatives stare at the inkblot across the Atlantic and see what they 
want to see: that if George Bush can beat Al Gore then William 
Hague can beat Tony Blair. One thing (apart from wishful think- 
ing) that helps them jump to this 


Lessons from America 












ideas from one another than they have ever borrowed from their 
respective friends in America, it would be a stretch for the Tories to 
portray a Bush victory asa defeat for Mr Blair's whole “project”. 

As in policy, so in personality: the resemblance between the 
two countries is easy to exaggerate. In particular, Mr Gore is not Mr 
Clinton, Mr Blair is not Mr Goreand Mr Hague is not Mr Bush. 

Mr Gore, to put it kindly, lacks Mr Clinton's charisma. But he 
differs from Mr Clinton in another way, which matters more to 
Britain. Mr Clinton's big idea for the Democrats was to move from 
the left into the centre of politics, concentrate on the aspirations of 
the middle class, and cast off ties to special interests, especially 
trade unions. For reasons of his own, Mr Gore has not followed Mr 
Clinton's. example. Though still 





conclusion is that New Labour 
seems to owe so much to Bill Clin- 
ton’s "New" Democrats. The Blai- 
rites, likewise, read in the American 
inkblot an ominous test of their 
own policies and prospects. Mr 
Blair admired Mr Clinton for mak- 
ing the Democrats into a business- 
friendly party and sustaining a vic- 
torious cross-class coalition over 
two elections. He and Mr Clinton 
sat through many a seminar to- 
gether perfecting their “third way". 
Would it not be a severe blow to Mr 
Blair’sown chances of re-election if, 
even after having presided with Mr 
Clinton over a decade of unparal- 
leled American prosperity, Mr Gore 
were to be defeated by a “com- 
passionate conservative” such as 
Mr Bush? 

Perhaps it would not be. When 
Bagehot peers from afar at the 
American election, what he sees 
looks remarkably like, well, 15 acci- 
dental inkblots. It is obviously a 
complex election. Its outcome will 
obviously have a big impact on the 
world and therefore on Britain. But 
although political ideas have always crossed back and forth across 
the Atlantic, the most obvious thing about the policies and 
personalities of this American campaign is that they are Ameri- 
can. The resemblance they bear to policies and personalities in 
Britain is more likely to mislead than to illuminate. 

This is not to deny New Labour's claim to have a "special rela- 
tionship” with the Democrats. It has one, underpinned not only 
by personal friendships but also by borrowed ideas. Gordon 
Brown's New Deal, his Working Families Tax Credit and perhaps 
even his decision to give the Bank of England independent control 
of monetary policy owe a good deal to ideas the chancellor and his 
economic adviser, Ed Balls, picked up and kicked about in Wash- 
ington and Harvard. But these technocratic policies are hardly go- 
ing to be discredited in Britain by a change of American president. 
You might argue that Margaret Thatcher and Ronald Reagan gave 
each other encouragement: during their shared crusade against 
communism, and that à setback for one would have gravely de- 
moralised the other. Since then, however, politics in both coun- 
tries, and especially in Britain, has converged around the centre. 
Given that Britain's main parties have lately been stealing more 








committed to fiscal conservatism, he 
has moved his party perceptibly to 
theleft, and to the unions. 

Because Mr Blair is not Mr Gore, 
heis most unlikely to.copy this mis- 
take. Like the Democrats, Labour 
worries that its traditional voters 
may not turn out fora party that has 
dropped the old class rhetoric. But 
having been a pretty ruthless *mod- 
erniser", Mr Blair has so far resisted 
most pleas to edge back towards the 
left. He will surely resisteven more if 
Mr Gore loses to Mr Bush. 

If Mr Blair is not Mr Gore, it is 
plainer still that Mr Hague is not Mr 
Bush. Mr Bush's folksy insouciance 
appeals to Americans who are 
turned off by Mr Gore's intensity. 
While the wooden Mr Gore chokes 
on the minutiae of policy, the lan- 
guid Mr Bush sketches in broad pref- 
erences. Though most of these pref- 
erences are conservative, Mr Bush 
has managed to portray himself asa 
compassionate fellow, and a socially 
"inclusive" friend of minorities. 
Some of his policies may be nebu- 
lous, but he has nonetheless suc- 
ceeded in setting the policy agenda during the campaign. 

None of these advantages attaches itself readily to Mr Hague. 
The Tory leader can be funny. But compared with Mr Blair'sopen- 
shirted "ordinary bloke" he comes over as stuffy. Mr Hague has 
tried toimport some of Mr Bush's compassion by proposing a big- 
ger role for faith-based organisations. But this is in danger of 
strengthening the suspicion of British voters that the Conserva- 
tivescannotbetrusted with state-funded services. Where Mr Bush 
sketches in broad preferences, Mr Hague has seemed to chop and 
change. Soon after becoming leader he presented himself as an 
"inclusive" sort of Tory, only to mounta strident campaign against 
"bogus" refugees. Besides, the Tories’ well-known broad prefer- 
ence for smaller government does not appear to beshared by Brit- 
ish voters, whose big demand is for better schools and hospitals. 

А few of Mr Hague's strategists admit that there is a limit to 
what they can learn from America, noting only, with a flicker of 
hope for the future, that the New Democrats are finding it unex- 
pectedly hard to keep their election-winning coalition together 
now that the sorcerer who invented it is bowing out. The snag is 
that Mr Blair, Mr Clinton's apprentice, is still on stage. 
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The Offshore US Dollar 
Call Account 


@ Easy access, no notice 
© Half yearly interest 


Investment Half-Yearly (AER*) Annual (AER*) 
$10,000 - $49,999 5.55% 5.63% 5.75% 575% 














Withdrawals can be made $50,000 - $99,999 — 600* 6.09% 6.20% 620% 
scc gated 5100.000 - $249,999 6.10% 6.19% 630% 630% 
Nh September or half yearly $250.000 - $999,999 6.20% 6.30% 6.40% 640% 
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30th September. 
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is US$10.000 line. "The a 


$1,000,000 + 6.25% 6.35% 645% 6.45% 
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The Abbey National group is rated AA by Standard & Poors 


Abbey National Treasury International Limited (the Com; = is not an authorised institution 
within the meaning of the Banking Ordinance (CAP 1 iss) is therefore not subject to the 
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To: Julie Wong, 

Abbey National Treasury International Limited 

Representative Office:- 


ST Suite 3201, Dah Sing Financial Centre, 
be 108 Gloucester Road, Wanchai, Hong Kong 


GS (+852) 3120 9268 (+852) 3120 9114/5 

[@| mktg@abbey.com.hk 

Website: www.abbeynationaloffshore.com = 
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Good sustained 
progress 


Nine months unaudited results 
to 30 September 2000 






OPERATING PROFIT PRE-EXCEPTIONALS £1,921m +34% 
PRE-TAX PROFIT £1,215m 096 
ADJUSTED EARNINGS PER SHARE 42.57p +8% 





M Continuing success of last year's merger with Rothmans. 
M Excellent performance in wide range of markets, with good underlying progress. 
W Volumes 9 per cent higher, with improvement in quality of mix and overall margins. 


W Adjusted diluted earnings per share up 8 per cent. 


www.bat.com 





The full quarterly report is being posted to shareholders and copies are available from the Company Secretary, British American Tobacco p.Le., Globe House, 4 Temple Place, London WC2R 2PG. 
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Peer-to-peer pressure 


'Napster's alliance with Bertelsmann is a coup for the peer-to-peer service. 
‘But it still has to prove it can make money, as do others like it 


HE future has an annoying habit of ar- 
riving in unexpected ways. Music fans 
across the world were anxiously waiting to 
hear if an appeals court in San Francisco 
would shut Napster, the popular Internet 
service that lets users swap pirated music 
` files for free. But on October 3ist, the Silicon 
Valley start-up and Bertelsmann, a German 
media group, announced an alliance, with 
the purpose of turning Napster into a “secure 
membership-based service” that pays fees 
toartists and record labels. 
The agreement is a gamble for Bertels- 
mann and its music division, вмс, the 
"world's fifth-biggest record label—albeit 
with limited risk and a potentially huge up- 
` side. The appeals court could still close Nap- 
йет. But the German firm would at most 
` have to write off a loan of about $20m that, 
sources say, it will extend to Napster to de- 
velop the new service. If things work out, on 
the other hand, Bertelsmann has the option 
of tuming the loan into a controlling stake in 
a firm that could be worth billions of dollars. 
Napster comes out ahead, too. Bertels- 
mann plans to put its music catalogue on the 
_ new service. It has also promised to drop its 
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copyright-infringement lawsuit against 
Napster, breaking ranks with the four other 
big record labels that also filed suit. 

Napster’s millions of users should not be 
too smug, though. The firm still has to come 
up with a workable business model. In this, 
itexemplifies the main challenge facing doz- 
ens of other, similar start-ups. These must 
figure out the economics of a much-hyped 
new technology called peer-to-peer (pap): 
file-swapping and other direct communica- 
tion between computer users. 

Web veterans point out that pap is noth- 
ing new. The Internet was originally builtasa 
network of equals connected directly, with- 
out going through a hub. But as the Internet 
has turned commercial, it has become more 
hierarchical. For somebody to make money, 
there have to be “servers”, powerful com- 
puters that dish up web pages to “clients”, 
mostly pcs. 

If pap is making a comeback, it is because 
there is now a critical mass of powerful pcs 
with a fast, “always-on” Internet connection 
that can take on this server function. And the 
technology can be used for much more than 
mere file-sharing: the seri&home project 






since the old version has room for improv 


harnesses the computing power О 
than 25m individual machines 
through radio signals in search of ext 
restrial life. GER 
Venture capitalists have already aked 
their claims in thenew market, éven crea 
asmall par bubble. There are now more tha 
60 firms claiming P2» status, according to th. 
O'Reilly Network, a website on emergir 
technologies. So far, Napster-style file-shai 
ing has attracted most of the attention. \ 
The idea behind the Napster/Bertels 
mann alliance appears to be thecreation of 
profitable and legal alternative to the 









‘nal service,in the hope that users will switc 


to it. They will have to pay an undetermine 
“membership fee" and put up with secure 
files, which cannot be freely exchanged. Ви 
the new service will also offer, for instance, 
faster downloads than the old one, as well a а 
information about the music. 

Thisishow most softwarei is marketed t 
consumers today. It is fairly easy to p 
software. Yet plenty of computer users are 
prepared to pay for it, at least in rich coun: 
tries, because most software is not hugel 
overpriced (unlike music cps) and com 
with a manual. This business model coul 
also work for the new Napster, especiall 









ment. Sharing your hard disk with million 
of other music fans, for example, is not with: 
outits risks. 
г But success for the legally upright new. 
Napster is by no means guaranteed. The bi 
question is, what are users willing to pay 
The $4.95 per month that Napster's chief ex 
ecutive, Hank Barry, has suggested, or 
higher fee that record labels may. want to 
charge? Will they put up with copyright 
technology that, for instance, lets users listen. 
to files for à limited time only (a restricti 
that Napster and Bertelsmann are discuss 
ing)? It is also unclear how Napster and th 
copyright holders will share the revenues 
Further, 11$ by no means certain that the 
other: big. record. companies—EMi, Sony. 
Universal апа Warner Music--will accept 
Bertelsmann’s invitation to join the allian 
Universal seems particularly keen to pes 
on with the lawsuit. 
Several file-exchange services, mean 
while, are trying to avoid the hassles expe 
enced by Napster. Airnster lets userslimitthe 
size of their file-sharing group. Only thos 
people already connected via America On 
line's instant messaging service, AIM, are 
lowed access to each others’ hard disks, ате 
striction that might fit the "fair use" 
provisions of American law. Mojo Nation, 
another P2P service, uses market mecha 
nisms to avoid freeloading—and to make 
























The next Netscape? 


NALYSTS often compare Napster to 
Mosaic, the first graphical web 
browser, which was released in the 
mid-1990s. Both showed the world what 
was possible using the Intemet. Soon, ex- 
perts might make another comparison— 
between Netscape Communications, the 
once high-flying browser firm that is now 
part of America Online, and Groove Net- 
works. The start-up, based in Beverly, 
Massachusetts, could take peer-to-peer 
(p2P) computing to a new level, just as Net- 
scape did with the World Wide Web. 
Groove's software, named Transceiver 
after the walkie-talkies of yore, is indeed 
reminiscent of Netscape's browser, al- 
though it is much more sophisticated. The 
program includes all the tools a small 
group needs to interact: it allows users to 
communicate via text and voice, to share 
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some money. Users pay fordownloads using 
a digital "currency" (called Mojo), which 
they earn by contributing storage space and 
bandwidth to the system. They can also buy 
Mojo with real money; when they do, the 
firm earns a commission. If they like a song 
they have downloaded, the system lets them 
iptheartist. - 
7 Зоте rze ventures have more respect for 
copyright, Flycode's motto is. "copyright- 
_ friendly". The service, which goes live this 
month, is essentially a Napster for personal 
multimedia content, such às family photos 
and home videos. But it also wants to estab- 
lish itself asa cheap distribution channel for 
promotional material, such as movie trailers. 
Eventually, the firm plans to allow official 
content providers to sell copyrighted mate- 
rial, pickingupa fee in the process. 
: Yet sceptics doubt that these consumer- 
oriented pap start-ups can become profit- 
able as stand-alone businesses. That is why 
many venture capitalists have shied away 
from them, investing instead in companies 
focused on making the technology safe for 
other companies to use. The corporate world 
has as much-interest in pzp as consumers, 
venture capitalists argue, апа is much more 
willing to pay for it. 
Companies could in- 
_ deed benefit from using par - 
. applications, as the case of 
Intel shows. Instead of buy- 
‘ing new mainframe com- 
puters, the chip maker has 
allowed. its engineers ЧО 
take advantage of the un- 
used processing power of 
some 10,000 computers, 
saving $500m so far. To pre- 
serve bandwidth, Intel also 
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all kinds of files and to collaborate on, for 
instance, the editing of documents. 

To do all this, users create a shared 
"space"—a secure environment in which 
they invite other Groove users to carry on 
business or to conduct personal conversa- 
tions. All of the information created in that 
space is stored on each user's computer. 
When one changes something, the change 
is automatically made on the others’ ma- 
chines. And if a user happens to be offline, 
Groove ensures that his files are updated 
once he reconnects. 

Groove's most intriguing feature, how- 
ever, is that it is meant to 
be a sort of operating sys- 
tem for peer-to-peer 
computing. The company 
hopes that other software 
firms will integrate their 


existing programs with its new platform or 
write new applications for it, in effect cre- 
ating a computerised ecosystem not unlike 
that which exists around Microsoft's Win- 
dows operating system. 

This raises the question of how Micro- 
soft will react. Its response to Netscape’s 
success was todevelop its own browser, In- 
ternet Explorer, build it into Windows and 
push it using questionable business prac- 
tices (hence its antitrust trial). Groove 
seems to be positioning itself as a partner 
rather than a competitor—saying, for in- 
stance, that it will support Microsoft's NET 
initiative to create a software platform for 
the Internet. But if r2» takes off, it is hard to 
imagine that Microsoft won't want a big 
slice of the pie, if not the whole thing. 





uses pap to distribute training documents in- 
ternally. Once an employee downloads a 
file, his Pc becomesa local server for that file. 

Such savings should make r2» a rela- 
tively easy sell. Popular Power, a Californian 
start-up, and United Devices, from Texas, 
plan to rent out processing power that they 
harness from idle pcs. Roku lets employees 
use the files on their computers from wher- 
ever they are. Mycio.com plans to use Р2Р 
technology to let rr managers share fixes for 
new computer viruses. 

Some start-ups are even trying to tum 
Gnutella and FreeNet, two Napster alterna- 
tives, into marketable products. Based on 
Gnutella, GoneSilent.com is developing soft- 
ware that enables users to search for files di- 
rectly on other rcs. Uprizer wants to use fea- 
tures of FreeNet to distribute files more 
efficiently over networks: the more popular 
adocumentis, the more copies will exist. 

The firms to watch, however, are those 
that are building a platform on which other 
firms can develop peer-to-peer applica- 
tions. Launched on October 24th, Groove 
Networks is the most ambitious of these. The 
fitm, founded by Ray Ozzie, creator of the 
famous Lotus Notes software, hopes to build 
what amounts to an op- 
erating system for pap (see 
box above). 

If Groove lives up to its 
promise, and if the com- 
puter industry can settle on 
technical standards, pap 
could become big business. 
The technology might then 
profoundly change the way 
companies operate. E-mail 
has already undermined 
corporate hierarchies and 








rigid business processes. Some Internet gu- 
rus like to think pap could be the death-knell 
for traditional structures. If they are right, 
most knowledge work may one day be done 
by teams that will form when needed, 
linked by rz» services, and then disband 
once a project is done. It sounds radical to- 
day. But until this week, so did the idea of 
Napster and Bertelsmann teaming up. 
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Business in Hong Kong 


In a few hands 


HONG KONG 


RIEDRICH VON HAYEK and Walter 

Eucken parted company over the issue of 
power formation in the private sector. 
Hayek, a leader of the Austrian school of lib- 
eralism, believed that keeping government 
small was enough to preserve competition. 
Eucken, who founded the school's German 
branch, felt that anyone with excessive 
power, whether à government or a com- 
pany, could threaten economic freedom. It is 
a pity that neither wasalive this week to ana- 
lyse the case of Hong Kong. 

On November ist, the Heritage Founda- 
tion, ап American think-tank, crowned 
Hong Kong "the world's freest economy" for 
the seventh year in a row. Yet this followed a 
report a week eatlier from the European Par- 
liament, which declared that Hong Kong 
was anything but economically free. The 
parliament's concern is that a few local busi- 
ness tycoons are powerful enough to keep 
new entrants at bay, by fair means or foul. 

Whether business in Hong Kong is fair or 
rigged is an old debate, but one that has 
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grown recently as the power of one family 
has reached unprecedented proportions. 
The tycoon is Li Ka-shing, who started by 
selling plastic flowers in the 1950s. Today he is 
one of Hong Kong's largest property de- 
velopers.He also controls its port (the busiest 
in the world), one of its two large supermar- 
ket groups, its biggest pharmacy chain, elec- 
tronics retailer, electricity supplier, mobile- 
phone operator, a hotel and much else. Be- 
sides that, his second son, Richard, now runs 
Hong Kong's former monopoly in fixed-line 
telephony, which also happens to be the el- 
der Li’s main rival in mobile telephony. 

Not surprisingly, therefore, local officials 
are testy in the face of suggestions that the 
system coddles Mr Li and his kind. “I firmly 
believe that we have a fair system, the most 
open in the world,” insists Donald Tsang, 
Hong Kong’s financial secretary. To the 
charge that Hong Kong’s government fa- 
voured the Li family last year, when it gave 
Richard Li a property contract without an 
open tender, he replies that circumstances 
were exceptional. To the charge that regula- 
tors granted the elder Li suspect waivers 
when he listed a subsidiary this spring, Mr 
Tsang says such waivers are not uncommon. 

The Li camp mounts an even stronger 
defence. Canning Fok, managing director of 
Hutchison Whampoa, one of Li Ka-shing’s 
two holding companies, says that compe- 
tition in Hong Kong is “fierce, fierce, fierce: 
price wars all the time!" In supermarkets, for 
instance, Mr Li long shared the market with 
the Jardine Matheson empire. Then Jimmy 
Lai, a maverick businessman, attacked this 
duopoly with an online supermarket, setting 
off several rounds of price-cutting. But Mr 
Fok hasonly half a point. Price wars tend not 
to last, and the grocery war is now over. Mr 
Lai's supermarket continues to lose money. 
He says that he is ready to sell out to the high- 
est bidder, even if that is Mr Li. 

What is alarming is not that Mr Lai 
failed, but how. So powerful were his oppo- 
nents, he says, that they leaned on suppliers 
to boycott him. This claim has also been 
made by Carrefour, a French retailer that re- 
cently shut up shop in Hong Kong. For Mr 
Lai, the bullying goes back further. Mr Li 
once ordered companies that he controlled 
to stop advertising in Mr Lai's newspapers. 
And Mr Lai claims that Mr Li successfully 
pressured the city's brokers not to under- 
write any equity for him (other rivals have 
claimed that Mr Li used his power with 
bankers to deprive them of loans). In Decem- 
ber, Mr Lai is moving to Taiwan. 

Mr Lai's experience is far from unique. In 
mobile telephony, for instance, until about a 
year ago, Mr Li's companies, according to 
one firm, tried to stop rival operators from 
putting up radio antennae on properties he 
controlled. These sites add up to a large part 
of Hong Kong, so new entrants suffered poor 
signals in many areas. 

There is, in other words, good reason to 
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Li insists he's no bully 


think that Hong Kong, despite its lean public 
sector, lacks unfettered competition because 
of distortions in the private sector. Most im- 
portant may be a wonky property market. In 
Hong Kong, only thegovernment owns land. 
It used this monopoly for years to create a 
shortage that drove up property prices and 
made developers rich. Tycoons such as Mr Li 
then used cashflow from real estate—in ef- 
fect,a government subsidy paid by consum- 
ers through higher rents—to expand into un- 
related industries. As new rivals appear, the 
tycoons are using all means at their disposal 
to fend them off. 

This week, a group of 23 small compa- 
nies (all anonymous) took out a newspaper 
advertisement to accuse the tycoons of rig- 
ging markets. There is now a big debate over 
whether Hong Kong needs a new compe- 
tition authority. A local consumer group this 
week argued in favour, as Eucken once did. 
But others—including Mr Lai, an admirer of 
Hayek, and Mr Tsang, who deplores the liti- 
giousness of America's antitrust system—are 
against. 

ll 





Biotechnology 


Dry season 


S INDUSTRY executives are quick to 
point out, biotechnology can be a jun- 
gle. For small firms springing up at ground 
level, the dense canopy above of bigger, es- 
tablished companies is a mixed blessing. 
This is certainly true for those in the tricky 
business of agricultural biotechnology: even 
as start-ups welcome the shelter that alli- 
ances with multinationals can provide, they 
also worry that the shadows such giants cast 
over the field of genetic engineering could 
stunt their growth. 
Although the public face of crop bio- 
technology is dominated by large firms such 
as Monsanto and DuPont, the field now 
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boasts a lively cottage industry of more than 
50 "second generation" firms. (The first gen- 
eration of the 1980s have long since expired 
or been acquired.) These newcomers span a 
wide range of technologies, from genomics 
to biologically friendly pesticides and vac- 
c:ne-producing crops. 

Most of these firms are privately held, 
and many are struggling. According to Roger 
Wyse, а venture capitalist at Burrill & Co, ag- 
ricultural biotechnology firms have to deal 
with the same hassles over patent rights and 
product development as their counterparts 
in pharmaceuticals, but with far less inves- 
tor interest. For all its promise of a future 
filled with high-tech, high-value products, 
agriculture, unlike medicine, is still seen as a 
low-margin commodity business. While 
money has flooded in and out of firms fo- 
cused on pharmaceuticals, those in “agbio” 
have endured a dry season: Burrill's index of 
medical biotech firms has risen by 58% since 
the end of last year, compared with a fall of 
11% for those engaged in agriculture. 

The public furore over genetically modi- 
fied (Gm) foods—particularly fierce in Eu- 
rope—has not helped matters. Berry Sum- 
merour, an analyst with Stephens Inc, an 
investment bank, finds that some British 
fund managers simply do not want to hear 
the words “agricultural biotechnology”. 
Those who do will sometimes not admit to it: 
for example, Paradigm Genetics, a genomics 
firm, has two large British investors, one of 
which prefers to keep its interest quiet. 

Biotech entrepreneurs are furious at this 
state of affairs. They are especially angry 
with Monsanto for having misread Euro- 
pean resistance to GM food; and with big 
European firms for leaving their American 
rival to twist in the breeze. Nor have smaller 
firms been much impressed by the recent 
bungling in America by Aventis, a Franco- 
German group whose genetically modified 
maize has mysteriously found its way into 
the human food chain. Some biotech entre- 
preneurs wonder if big firms with interests 
in both agricultural biotechnology and con- 
ventional pesticides could ever be persua- 
sive advocates of the new science that their 
smaller peers are developing, since it could 
well undermine sales of their most popular 
chemicals. 

Although times are tough, firms are ma- 
noeuvring to make the most of their situa- 
tion. CropDesign, a Belgian plant genetics 
company, has secured private financing by 
appealing to the handful of venture capital- 
ists with enough experience of agricultural 
biotechnology not to be rattled. Exelixis and 
Maxygen, two firms applying their technol- 
ogy to agricultural ends, had successful 
stockmarket flotations in the past year, 
largely because they also have human- 
health research programmes that allow 
them tobe seen more as medical biotechnol- 
ogy firms than as agricultural ones. 

Firms are also trying to draw clear dis- 
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It's a GM jungle out there 


tinctions between themselves and the big, 
bad см food companies. In September, 
Eden Biosciences, a Seattle-based firm with a 
new method of triggering pest resistance in 
plants, floated its shares; its underwriters at 
Stephens Inc took great pains to remind in- 
vestors that the firm had nothing to do with 
GM Crops, and the issue was a success. How 
much longer such disclaimers will be 
needed remains to be seen. The share perfor- 
mance of Syngenta, a new agricultural tech- 
nology company spun out of Novartis and 
AstraZeneca, which comes to market later 
this month, will be an important test. If it 
withers on the vine, small firms will keep 
pointingout the difference. 

a 





Satellite communications 


Lost in space 


OT even once-fashionable dot.coms 

can match the propensity of mobile 
satellite-phone companies to crash and 
burn in style. In little more than a year, three 
well-financed firms, with impeccable tech- 
nology credentials, each determined to pro- 
vide mobile telephony in the remotest parts 
of the planet, have spun out of orbit. The lat- 
est to get into trouble is Globalstar. This 
week, its largest shareholder, Loral, a satellite 
maker, announced that disappointing sub- 
scriber numbers and spiralling losses meant 
it could no longer afford to support its ailing 
offspring. 

The industry’s problems began almost 
as soon as the first of the celestial trio, Irid- 
ium, backed by Motorola, launched its ser- 
vice in October 1998. Nine months later, Irid- 
ium filed for bankruptcy.Spending nearly $7 
billion had bought it just 15,000 customers. 
As the scale of the debacle became apparent, 
investors also bailed out of 1co, pushing the 
London-based spin-off of the Inmarsat con- 
sortium into bankruptcy too. 

Somehow Globalstar ploughed on, sup- 
ported by such illustrious investors as Qual- 
comm, a mobile-phone equipment maker, 
and Vodafone, a mobile operator. Using sim- 
pler technology and more durable satellites 
than Iridium, its service was meant to be less 
expensive. In March, it opened for business, 
promising to have 500,000 subscribers and 
$500m in revenues by the end of the year. 
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Formula One's web tangle 


ERNIE ECCLESTONE, a fabulously 

wealthy British motorsport entrepre- 
neur, already has an iron grip on broadcast 
media coverage of Formula One (r1) motor 
racing. Now he wants to control news and 
information on websites about r1. Hun- 
dreds of sites feature r1 as part of their gen- 
eral coverage, and several are devoted ex- 
clusively to the sport. So far Mr Ecclestone 
himself has done nothing to exploit r1 on 
the Internet. 

Accredited journalists and photogra- 
phers attending grand prix are not allowed 
to sell material to websites unless Mr Ec- 
clestone says so. In March he warned photo 
agencies ina letter not to supply pictures to 
"unofficial or unauthorised" stand-alone 
F1 sites. Photos are critically important for 
attracting traffic and revenue to these sites. 
No embargo was imposed on sales to gen- 
eral editorial sites, such as ввс Online, that 
provide "genuine reporting". In October, a 
large British sports photo agency, Allsport, 
was told to stop supplying pictures to a 








This week, it admitted that it had only 13,000 
customers and that revenues for the past six 
months were $2m. 

With Globalstar due to run out of cash in 
four months' time, and Loral, which built its 
52satellites, heading for the exit, the firm is in 
a black hole. Marc Nabi, an analyst with 
Merrill Lynch, reckons that to cover its costs 
and service its debt, Globalstar needs 1.6m 
customers. The only question, he says, is 
whether there is enough asset value left in 
the company to pay off its bondholders. 

Actually, there are two other questions 
worth asking. How could so many intelligent 
people have got the prospects for this busi- 
ness so wrong? And is it still possible to ex- 
tract lessons from the wreckage? 

The main mistake was to assume that 
customers would be willing to pay very high 
prices for both calls and handsets (Global- 
star charges about $1,000 for a brick-like ter- 
minal and nearly $2 a minute for calls; Irid- 
ium tried asking for three times that 
amount). As the price of using terrestrial mo- 
bile networks has plummeted, coverage has 
improved and global roaming has become 
possible with multi-band phones, so the 
business model for the satellite-phone oper- 
ators has fallen apart. 

Although there are specialist markets for 
phones that will work anywhere—long- 
haul trucking, civil engineering, shipping, 
mining, relief agencies—nobody now be- 
lieves, as Iridium once argued, that there 
might be 45m subscribers within a decade. 
For all that, rco, which emerged from bank- 
ruptcy in May—thanks toa deal put together 
by Craig McCaw, a mobile-phone vision- 





dedicated r1 website, or it would lose its ac- 
creditation. Other agencies had already 
stopped supplying such sites. 

Less likely to roll over is Formulai.com, 
a leading website for racing fans. Earlier 
this year, its boss, Nicky Morris, a South Af- 
rican entrepreneur, thought it would be 
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good for her business to buy a similar do- 
main name, F1.com. But Mr Ecclestone 
filed a complaint against ri.com's owner 
with the World Intellectual Property Orga- 
nisation, a body which arbitrates in do- 
main-name disputes, alleging cybersquat- 
ting and demanding that ricom be 
transferred to him. The arbitrator rejected 
all his claims. Although Mr Ecclestone uses 
the term "r1" to give his grand prix a brand 
image, said the arbitrator, it was also a ge- 
neric term, used to describe the sport in 
general long before Mr Ecclestone started 
organising races. 

After failing to persuade Ms Morris to 
hand over both domain names, Mr Eccles- 
tone filed a lawsuit against her in Califor- 
nia, alleging trademark infringement and 
misleading promotion of Formulai.com as 
asite he endorses (despite the fact that the 
top of every page of the site says it is *unof- 
ficial”). Ms Morris is countersuing Mr Ec- 
lestone on antitrust grounds. It is probably 
no coincidence that Mr Ecclestone is to 
launch a magazine called r1 next February. 
He may just be stuck for a snappy domain 
name for the online edition. 
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16 о. business to рахе the way f fora 
media merger with France's Vivendi 


|. small print carefully. 
‘Far from living up to its billing as the 
. most exciting event in the drinks industry. 


| merged to form Diageo in 1997, the $7 bil- 
‚ lion auction of Seagram's 250-odd wine 
_ and spirits brands threatens to. become: 
mbarrassing. Seagram's initial: blunder 
5 the discovery that it did not in fact 


| the biggest brands it was selling, Absolut 
vodka. Now it faces the prospect that an- 
other coveted brand, Captain Morgan 
rum, may not be its to sell either. On Octo- 
«ber 27th, Destileria Serralles, a small Puerto 
|. Rican distillery that supplies the rum to 
| Seagram, threw a legal spanner into the 
_ auction by claiming that it has the right of 








ary--is still determined to launch a service. 
‘Under the deal's terms, the assets of ico are 
to Бе merged with those of Teledesic, a 
would-be provider of broadband Internet 
via satellite. 

1co’s emphasis is now on attaching a 
data capability to its original network. This 
will allow an “always-on” connection to the 
Internet at speeds not far from those of 
third-generation mobile-phone networks. 
Clever technology, based on new Bluetooth 
short-range radio chips, will allow custom- 
ers to use their existing mobile-phone hand- 
setsorPcsby connecting them (wirelessly) to 
nico device. 
With adequate financing—$1.2 billion so 
far, plus another $2.8 billion to come—from 
Mr McCaw and friends such as Bill Gates, 
Teledesic says its service will start in 
3. Atleast, this time around, there will not 
bemuch direct competition. 
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'eagram's dispiriting auction 


"Seagram. and the three 
hows that it is just as critical to read the < 


since Guinness and Grand Metropolitan © 
. forged what it claims is a watertight agree- 
ment with the Puerto Ricans to buy Cap- 
.tain. Morgan, worth some $15 billion. 


„control the full distribution rights to one of | 


first refusal to buy Captain 
Morgan should Seagram 
change hands. 

What should have 
been relatively straightfor- 
ward negotiations between 


teams of potential bid- 
ders--Diageo and Pernod 
Ricard; Bacardi and Brown Forman; and 
Allied Domecq--has instead become an 
elaborate web of side deals. Allied has 


"Meanwhile, everyone is courting Vin & 
Sprit, the Swedish company that is the true 
owner of Absolut, valued at $1 billion: 
Though Seagram denies there is a problem 
with Captain Morgan, it acknowledges 
‘that Absolut is no longer in the auction. 

^ So who will win? The odds are on Al- 
lied. Certainly, its partnership with 
Serralles looks like a coup. If the deal holds, 
it could eliminate Diageo, the world’s big- 
gest spirits company, from the auction. 























Troublesome captain 





a victory, given how far 
its lags. Diageo in stron 
brands and global di 
bution. Once derided for 
dire marketing and an . 
insular British approach 
in a global industry, Al- 
lied’s new сапак has started: to 
show more brand awareness. Seagram 
woüld beef up its distribution, particularly 
in North America, and its still-small stab 
of premium brands, which include Beef 
eater gin and Kahlua. Wha: Allied might 
not get is Absolut, which looks more likely 
to '£o tothe Bacardi/Brown Forman team. 

< With several bidders, including $ 
gram’s management and members of the 
founding Bronfman family, having al 
ready pulled out, Seagram's options ar 
narrowing. It appears to face either a low- 
bail bid from Allied (backed by the Puerto 
Ricans) ога long drawn-out; piecemea 
disposal of its portfolio. Neither option 
looks attractive. . | 

















Electricité de France 


A giant awakes 


PARIS 


To the alarm of competitors, йе инен Electricité de France is beginning to 
relish its status as one of the world's biggest electricity companies 


HIS French revolution has been quiet, 

but it could be profound. As recently as 
two years ago, Electricité de France (edr) was 
infamous for entrenched monopolistic atti- 
tudes and a ruthless determination to de- 
fend its domestic market at all costs. Today, 
thanks to a cultural transformation led by 
Francois Roussely, who became chairman 
and chief executive in July 1998, edr seems 
likeanew company. No longer on the defen- 
sive, it has embarked on an international ex- 
pansion that should see it become one of Eu- 
rope’s, and the world’s, leading energy 
groups. But as it grows, the question of its 
ownership will loom ever larger. 

A few years ago, the notion of a liberal- 
ised market for electricity and gas in Europe 
would have seemed unlikely; that it might 
happen in France was laughable. Yet, thanks 
to prodding from Brussels, the markets are 
now slowly opening. For most of this time, 
edr was the clear villain, watering down or 
thwarting liberalisation initiatives. But listen 
to edr now, and you hear a different tune— 
thanks to Mr Roussely. A career civil servant 
and adept problem solver, he is an unlikely 








revolutionary. He realised atonce, however. 
that edr had more to gain than fear from an * 
opening of Europe's energy markets—even 
though, inside edr, this was heresy. 

Mr Roussely's first big step was to pro- 
claim.a new focus on customers; before he. 
came along, the firm did not even use the | 
word "customer" to describe those it served. 
He revamped his management team aroun 
two divisions, one serving customers, the - 
other running operations. ede. now boasts 
one of Europe's more eclectic:top tables, 
cluding a Swede, who runs rdr's intern 
tional business, and a former marketing g 
for Fiat, an Italian car maker. This in asta 
owned giant with 115,000 employees. 

edr isnotshortof ambition. By 2005, says. 
Mr Roussely, it should make half its reve- 
nues from activities other than electricity in 
France. edr made 18% of its €32 billion ($34 : 
billion) revenues in1999 from such activities. 
up from 12% a year earlier. To reach its target 
it will need a big international expansion, 
but also strong growth within France of. 
other businesses, notably services linked to: 
electricity supply (although £dr is not al 
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lowed by law to expand beyond electricity 
within France, it has found creative ways to 
do so). A new trading arm is already close to 
break-even and is expected to become a big 
earner in the next few years. 

Mr Roussely also wants EdF to increase 
its return on capital from today's 7.4% to 10%, 
a tough target given that electricity prices are 
falling. Some growth will come from high- 
margin operations in the developing world, 
wheredemand for electricity is rising at three 
to four times the rate in Europe. edr also 
plans to reduce recurring costs by €2.3 bil- 
lion, in part by using e-commerce to whittle 
down its annual purchasing costs. 

Selling such new ideas internally was not 
easy. To convey his strategy outside edr, Mr 
Roussely shrewdly adopted the language of 
an open-minded businessman. After in- 
tense lobbying, dr has persuaded the gov- 
ernment to bring forward decrees that will 
open the French electricity market. By the 
end of this year, Mr Roussely hopes that at 
least a third of the market will be open, two 
years earlier than the deadline enshrined in 
EU rules. Cheekily, he claims that France's 
market is already more open than that of 
Germany, which boasts of freeing its market 
completely; he argues, with justification, 
that some German liberalisation has been 
more apparent than real. And ғ would like 
to £o further and faster. Senior managers 
hope that there will soon be free compe- 
tition for half of French electricity consump- 
tion, but concede that politics will make this 





Electricity production 
by top European firms 
TWh, 1998 


© 


100 200 300 400 500 


EdF 
10% of total 
Europe 

Enel 


RWE Energy 
Endesa 
Vattenfall 
PreussenElektra 
National Power 
Electrabel 
Powergen 
Iberdrola 


Electricity prices 
before tax, large industrial customers* 
Frances 100, July 151 1999 


0 50 1 


Britain 

Germany 

Netherlands 

Italy 

Spain 

France 

ooo Б 
Finland EES 


А *10,000 kW x 5,000 hours 
‘Sources: Cambridge Energy Research Associates; EdF 





Yan 99 





ahard goal to achieve by legislation. 

However, as Loic Caperan, 
head of rdr's customer division, 
notes, there are other ways to speed 
up competition. Stakes in two gen- 
erating companies, Snet and CNR, 
mightbe sold. Although edr cannot 
legally sell physical assets to non- 
French firms, it could swap some of 
its French output for an equivalent 
amount in another market. Manag- 
ers argue that such a “virtual” swap 
would reduce its domestic market 
share but increase its European 
presence. 


А question of ownership 


Although such deals might one day 
leave edF in control of only around 
half of the French electricity mar- 
ket, they would not deal with the 
most controversial aspect of the 
group's expansion: its ownership 
by the French state. Mr Roussely in- 
sists that how edr behaves is more 
important than who owns it. But 
his goals for 2005 are consistent 
with the performance benchmarks set by in- 
vestors in publicly traded companies. Surely 
edF is being prepared fora flotation? The an- 
swer is a definite non. Thanks to France's 
forthcoming cycle of elections in 2001-02, 
even partial privatisation is out of the ques- 
tion for the next few years. 

That leaves edr in an awkward position. 
In order to play a leading role in the reshap- 
ing of Europe's energy market, it will need to 
think and act like a private-sector company; 
it will also need access to large dollops of 
capital. Its balance sheet is relatively healthy, 
thanks to debt reduction. But Mr Roussely 
will have to find imaginative ways of raising 
money so long as edF remains in govern- 
ment hands. Already the company's inter- 
national and energy-trading businesses are 
structured as separate entities, making them 
potential candidates for flotation. 

Grand talk aside, how much has really 
changed? edr has an immense in-built ad- 
vantage over big European competitors, be- 
cause its nuclear plants allow it to generate 
electricity cheaply. This gives it huge scope 
not just to defend its domestic market, but 
alsotoattacknew ones to which it can export 
low-cost energy. Competitors feel the strain: 
to date, dr has lost fewer than 30 of its big 
industrial customers in France. 

Rivals grouse that the market is still 
rigged in favour of dr. For a start, newcom- 
ers wishing to sign up a client have had to 
rely on ancillary services, such as back-up 
electricity, provided by an arm of ЕЧЕ at 
prices they consider unfavourable. Compet- 
itors also knock the asset swaps promoted by 
Яғ, arguing that these would leave the com- 
pany as the price setter, giving them little 
scope to compete. Generating overcapacity 
makes it unattractive to build new plants, so 





Roussely, hard-hatted revolutionary 


importing power makes sense for newcom- 
ers; but French law imposes onerous restric- 
tions on trading. In a dozen other ways, edF 
still enjoys the benefits of incumbency. 

That is why it is wise to remain sceptical 
of the firm's apparent volte face until Mr 
Roussely's talk turns to action. Unless it does 
soon, Mr Roussely's international ambitions 
may be thwarted. That is because European 
law contains a provision that allows coun- 
tries to discriminate against firms whose 
home markets are not sufficiently open to 
competition. dr has already suffered as а 
resultofthis:Spain blocked the firm from ac- 
quiring assets in its market, and Germany 
has made similar threats in recent days. 

Given Mr Roussely's strategic view, 
though, it is a good bet that edr will over- 
come such hurdles. After all, the firm now 
sees itself as destined to play on a European, 
even global, stage. Thanks to the twin legacy 
of its nuclear stations and domestic domi- 
nance, it has as good a chance as any energy 
firm of building a commanding pan-Euro- 
pean presence. Mr Roussely likes to think 
that edr will control roughly one-fifth of Eu- 
rope's market by the end of this decade. 

To achieve this goal, it will focus on its 
core skills in electricity, but will also experi- 
ment, adding gas franchises outside France 
where it makes sense to do so. However, ЕЙР 
will not follow the “multi-utility” strategy 
adopted by competitors such as Italy's Enel. 
A project to provide water and electricity to- 
gether in Argentina has convinced the group 
that there are few obvious synergies. Mr 
Roussely is shrewd enough to know rdr's 
limitations. Now, if he wants to exploit to the 
full the revolution he has begun, he must 
start to change its behaviour as well. 
ڪڪ‎ п 
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“LIE IS hugely proud of his latest offspring, 
the "baby Jaguar", or x-type, which was 
unveiled this week and is due to go on sale 
next summer. Wolfgang Reitzle, boss of 
Ford's luxury-car arm, known as the Premier 
Auto Group, has much riding on the new- 
comer. He is relying on it to boost Jaguar's 
output from 85,000 to 200,000 vehicles a year, 
and to earn Ford its first serious profit from 
the British luxury-car company since it 
bought it 11 years ago. But that will not be 
easy. The x-type pitches Jaguar into direct 
competition with the 3-series produced by 
MrReitzle's former employer, smw, and with 
the stylish new Mercedes c-class. "Every sale 
will have to be a conquest sale;" he observes, 
"because Jaguar has never done anything like 
this before." 

Mr Reitzle ought to be the right man to pull this off. He became 
| head of product development at smw in 1983, at the tender age of 
35, and presided over brilliant marketing success for the following 

15 years. He left the company two years ago after he was passed 
-| over for the top job (for the second time) in a power struggle. No 
|. sooner was he out of Munich than he got a call from Jac Nasser, 

Ford's chief executive, who was keen to bring such a renowned 

“сат guy" on board. It was only after he signed up Mr Reitzle that 

Mr Nasser created his job, based in London, of looking after Ford's 

upmarket brands. These now include Land Rover, Volvo, Aston 

Martin and Lincoln as well as Jaguar. 

Despite this array of names, there is no plaque outside 51 
"Berkeley Square, the Georgian town house that serves as the Pre- 
mier Auto Group's headquarters and bristles with high-tech com- 
| munications systems. Mr Reitzle insisted on being based in Lon- 
don, and not just because three of the companies in his charge are 
in England anda fourth a short flight away in Sweden. His real rea- 
son for looking out over Berkeley Square, flanked by cactus plants, 
is that “London is the trend capital of the world”. He points out 
that many luxury brands, such as those of the Swiss-registered 
Richemont group (which include Montblanc pens and Cartier 
watches), are run from the same comer of the city’s West End, and 
he dines more often with the bosses of these brands than he does 
with traditional car-industry types. 

Mr Reitzle’s dress sense reflects the swanky cars that he sells. 
His suits are several cuts above those seen in Detroit. The pencil 
moustache, brushed-back hair and slim, tall figure, not to mention 
his rv-celebrity wife, make Mr Reitzle a 











Herr Luxury 
Wolfgang Reitzle is in charge of Ford’s fast-growing portfolio of upmarket brands. 
The car maker’s future depends on him 


tomers do not notice. Only by doing this can 
he reap économies of scale to produce the 
profits Ford expects. But if the luxury cars 
come to be seen as Fords in a fur coat, the 
value of their brands could soon wither. 

Ford is looking to Mr Reitzle to make up 
ground that has been lost, especially in Eu- 
rope, by the mainstream Ford cars sold under 
the blue oval badge. He plans to double lux- 
ury-car output to around 1.2m unitsa year by 
2005, overtaking his old firm BMW in the pro- 
cess. The aim is to break the stranglehold that 
BMW and Mercedes-Benz (part of Daimler- 
Chrysler) have on the luxury market, espe- 
cially in North America; Mr Reitzle plans to 
put the North American headquarters of all 
Ford's premium brands. in Los. Angeles, 
where he is also opening a design studio. That 
way, he hopes, each will feed off the others, pooling knowledge 
and ideas. 

He sees his main job as “managing creativity” (a favourite ex- 
pression). He does not like meetings or memos, and prefers to keep 
in touch by zooming around his empire, dipping into the details 
only when, for instance, he knows that a new design is at a critical 
stage. His responsibility, he says, isto make sure that the brands are 
focused on what they do best. Jaguar could always move into the 
sport-utility vehicles market, say, but that would undermine its 
reputation in the saloon market. 


Dealing with Detroit 

Mr Reitzle likes to claim that he has the best job in the car industry, 
managing a classy portfolio of brands in an industry where de- 
veloping upmarket vehicles increasingly matters more than the 
traditional head-office focus on cost control. But his biggest pro- 
blem could still be his relationship with his head office. Mr Reitzle 
is responsible for the success of the cars designed in his division. 
Yet his car stylists report to Ford’s head of design, and not to him. 
That would make for a stressful matrix if things should go wrong. 
In mundane production terms, Mr Reitzle also has to get Detroit to 
supply him with cheap components, bought through its huge 
bulk orders, without becoming. beholden to head-office bean- 
counters or engineers as he develops new products. 

Even inside his office thereis a hintof the limits of his indepen- 
dence. Among the metal chairs and trendy plants, there is one jar- 
ring feature: a high-mounted video screen with a camera perched 
on top, for communicating daily, if neces- 





target for the German paparazzi on his 
rare visits home. At Bmw he was nick- 
named Errol Flynn, but he really looks 
more like one of those lovable rogues from 
Britain's old Ealing comedies. Either way, 
he oozes charm and (unlike those rogues) 
sincerity, as he lovingly defines the attri- 
| butes of his stable of brands: style, tradi- 
tion; performance. 

ButMrReitzle has adelicate balancing 
act to perform. He has to nurture his lux- 
ury marques even as he uses more and 








sary, with Mr Nasser. Ford’s chief execu- 
tive is forceful enough in person; the idea 
of having him beamed down, larger than 
life, from the wall of your office is intimi- 
dating. But that is the real measure of this 
seasoned brand manager's task: taking 
the best of Detroit to get the economics 
right, but keeping the creative drive of his 
іпдерепаепсе іп Berkeley Square while 
knowing that Big Brother is on the wall. 
Still, Big Brother Nasser knows full well 
that; if he himself is to make his mark on 
Ford; he needs Mr Reitzle to succeed. 











..| more basic Ford parts in places that cus- 
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Asia's so slow express 


TOKYO 


Japan's economic recovery appears still to be on track. But the risks of a 


derailment are rising 


LE ALL seemed to be going so well. The 
alarms of the 1997 banking crisis had 
faded. Government spending had lifted the 
economy out of recession. Growth had at 
last begun to spread to the private sector. Yet 
the past few months have not been happy 
for Japan's convalescent economy. Far from 
accelerating towards the heady growth that 
had come to seem normal in the decades up 
to 1990, the recovery has started to look 
anaemic at best and endangered at worst. 
Less than three months after raising interest 
rates for the first time in ten years, even cen- 
tral-bank officials have begun to mutter 
about an outside risk of another recession. 

At first blush, the prospect ought to be 
brighter than that. Japan's recent recession 
ended with two quarters of bracing growth. 
The Economist's consensus poll of economic 
forecasters puts growth at 1.9% this year and 
2.1% next. The Bank of Japan has just released 
forecasts of its own, suggesting growth of 1.9- 
2.3% this year. Such predictions are much 
stronger than mosteconomists were making 
a year ago. 

Some structural changes have also been 
taking place. The country's banks are at last 
trying to merge their way out of trouble. Its 
big companies have begun toenjoy the fruits 
of restructuring, and a high-tech manufac- 
turing base promises new growth industries 
in rr, multimedia and the Internet. Some 
brave souls have even been leaving the shel- 
ter of traditional big employers for their own 
start-ups. Until mid-April, the stockmarket 





THE ECONOMIST NOVEMBER 4TH 2000 


was duly roaring its approval, up by nearly 
60% in 18 months (see chart 2 on next page). 

It is not roaring any more. This week the 
Nikkei 225 briefly fell below 14,500, to its low- 
est level since early 1999. Investors in Japan 
are, of course, worried about the same things 
as investors everywhere else: the risk of war 
in the Middle East, high oil prices, a tech- 
stock crash that might foreshadow a hard 
landing in America. But the broader point is 
that the economic euphoria of a few months 
ago has evaporated, as the long slog that is 
needed to bolster the fragile Japanese econ- 
omy has become painfully clearer. 

Thus, restructuring continues, but at a 
crawl. Tokyo’s boardrooms are full of talk 
about job cuts, buy-outs, spin-offs and 
mergers; but, barring a handful of important 
exceptions such as Sony and Honda, Japa- 
nese companies still lack the leadership 
needed to force through change. Some big 
companies are belatedly collapsing under 
their debts, cheering Japan’s reformers with 
thoughts of a new economic order; but they 
also point to more pain ahead. There is still 
hope for the new high-tech industries; but a 
bubble in the stockmarket had magnified 
their economic importance many times. 
Since the high-tech crash began in February, 
their share prices have slid lower and lower. 

Most of all, perhaps, Japan’s malaise re- 
flects the driftin Nagatacho, Tokyo's political 
district. The economy remains in delicate 
health. But the cabinet of Yoshiro Mori, Ja- 
pan's prime minister, continues to beat a re- 


treat from many economic reforms. Mr Mori 
seems to spend more time throwing parties 
in his rural constituency than applying his 
mind to pressing affairs of state. The leader- 
snip of the Liberal Democratic Party (LDP), 
which dominates the coalition government, 
is weakening almost by the day: most re- 
cently, Mr Mori has lost one of his few 
friends in the government, the chief cabinet 
secretary, Hidenao Nakagawa. So dim are the 
party's immediate prospects that nobody 
even wants to take Mr Mori's place. Every- 
body but the Lor, it seems, can see the awful 
train wreck that lies ahead for the govern- 
ment's dreadful finances. But there is no 
word about how to clean things up. 


Political drift, lopsided growth 
This drift is a worry because the growth 
looks so lopsided. Some bits of the economy 
are surging ahead. Demand for computers, 
mobile phones and other high-tech kit is 
racing along. Encouragingly, it is domestic 
demand that is driving most of this. Domes- 
tic computer shipments, for instance, are 
growing at 38% a year, boosted mostly by 
sales to households. Subscriptions to mobile 
phones continue to rise, propelled by the 
popularity of handsets that offer access to 
the Internet. As Japanese consumers flock to 
the web, demand is surging for the nuts and 
bolts from which the Internet is built. 
Because Japan manufactures so much of 
this high-tech hardware, from silicon wafers 
to semiconductors, and from integrated cir- 
cuit-boards to the finished goods them- 
selves, this narrow burst of demand is lifting 
abig chunk of manufacturing industry. Eye- 
catching big electronics companies such as 
NEC are forecasting bumper profits. So, too, 
are companies in more obscure corners of 
Japan's high-tech industry, such as Hoya, 
vihich makes glass disks for computer hard 
drives and other precision-engineered com- 
ponents. Mitsubishi Electric plans huge new 
investment in the production of flash mem- 
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ory chips for mobile phones. Towa, which 
makes chip-making machines, expects pro- 
fits to rise more than eightfold this year. 

Demand for rr goods has begun to 
spread to the entire corporate sector. Most 
big Japanese companies still have rr systems 
built around mainframes. But with profits 
soaring, they have begun to invest heavily in 
Internet-based technology, hoping to retool 
themselves for e-commerce—even if few are 
yet ready to follow the American example of 
redesigning their whole corporate structures 
around the Internet. Most are outsourcing 
their rr toother companies, which are pour- 
ing billions of dollars into massive com- 
puter-server “farms”: sophisticated office 
blocks that house 5,000 or more top-end 
computer servers apiece. As usual in Japan, 
says Ben Wedmore of н$вс, a British bank, 
everybody has jumped at the same time. 

This business investment cycle has some 
way yet to run. The Japanese sales of Amer- 
ica's Cisco Systems, which makes the routers 
that direct Internet traffic, are growing at 
170% a year, and the growth rate has risen 
tenfold in nine months. Until recently, Mi- 
crosoft's sales in Japan were miserable: soft- 
ware was tailormade by big mainframe 
makers such as Nec and Fujitsu. But Micro- 
soft's future now looks brighter. Domestic 
shipments of the operating systems that 
companies now favour, notably Windows 
NT, are forecast to rise by 20% a year until 
2004. All this points to a new pattern of rr in- 
vestment by Japanese companies, which is 
driving growth in demand for a whole range 
of rr goods and services at 30-50% a year, ac- 
cording to Mr Wedmore. 


Old-economy worries 

Outside the high-tech sector, corporate Ja- 
pan looks much less cheerful. The big car 
companies are doing well, buoyed by strong 
demand in America. But heavy industries 
such as chemicals and steel are still plagued 
with overcapacity, despite belated attempts 
at mergers. The efforts of the big trading 
houses to reinvent themselves as nimble 
new-economy firms lack conviction. Con- 
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struction companies, property developers 
and big retailers still labour under the mas- 
sive debts that they ran up more than ten 
years ago, during Japan’s bubble period. 
Most important, consumer demand— 
three-fifths of the economy—is still soft, and 
looks likely to stay that way for quite a while 
to come. Household spending has steadied 
somewhat; there is even the odd sign that 
spending in some areas might rise a little. The 
jobs market is certainly improving in places. 
For the first time in three years, according to a 
survey by the Nikkei newspaper, Japan's 
leading business daily, big companies plan 
to hire more graduates when the new year 
starts next April. The Bank of Japan says that 
employment is "moderately improving". 
Part-time jobs are being created at a faster 
rate than ever. All this good news may at last 
be cheering up Japan's irrepressibly gloomy 
households. The Economic Planning 
Agency's index of consumer sentiment has 
risen for five straight months in a row. 
Several things may yet dampen spirits. 
Big companies are not shedding many jobs, 
but they are stealthily cutting pay packets, 
mostly under the guise of new pay-for-per- 
formance schemes, say consultants. Despite 
rising demand for workers, unemployment 
could stay stubbornly close to record levels. 
The number of job seekers in Japan has 
barely fallen, suggesting a growing mis- 
match between supply and demand in the 
jobs market as some industries boom even 
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asotherscontinue to struggle. 

Those Japanese who have stopped 
spending because they worry about their 
pensions, the future cost of health care or the 
government's sorry finances still have lots to 
fret over. Reforms to state pensions have set 
thesystem on a more stable footing. Compa- 
nies have begun to write off holes in their 
pension schemes against profits. But some 
problems, especially at smaller companies 
(which employ four-fifths of the workforce), 
are still not being recognised. And looming 
over all this are worries about the govern- 
ment's finances. Gross public debts already 
top 10% of Gpr. With the budget still deep in 
the red, this debt mountain will keep grow- 
ing for a few years yet. The Japanese know 
that, some time soon, these debts must be 
brought under control through spending 
cuts, tax increases, or both. 

Deflation also lingers, curbing the desire 
to buy things today that may cost less tomor- 
row. Land prices continue their long, de- 
structive slide. Office rents follow them. 
Consumer prices are falling at around о.5% a 
year, and there are even signs that the rate of 
price deflation may be increasing, not slack- 
ening. High-profile bankruptcies still shock 
the Japanese—most recently of two big life 
insurers, Chiyoda, which collapsed with 
¥2.9 trillion ($27 billion) of debts, and Kyoei, 
which went under with liabilities of ¥4.5 tril- 
lion ($41 billion). 

The gloom of the past few weeks has, in- 
deed, become so pronounced that it has 
raised fresh doubts about the wisdom of the 
Bank of Japan's decision in August to raise 
interest rates from zero to 0.25%. This week, it 
published an inflation forecast showing 
prices continuing to fall. The interest-rate 
rise in August looks still more dubious, given 
three other big worries lying ahead. 


Bank blues 


The first is that the banks might tip Japan 
back into financial crisis. Loans are souring, 
as bankruptcies and the bad debts they leave 
behind keep mounting. Both are expected to 
set records this year. Requests for debt waiv- 
ers are also rising, especially in the problem- 
ridden construction sector. More are likely to 
follow, in the property, trading, chemicals, 
oil and retail industries. 

Falling asset prices are also weakening 
bank balance sheets. Urban land prices have 
fallen by as much as 80% since their peak in 
the early 1990s, and they are expected to fall 
further. Because they rarely make provisions 
for loans backed by property, the banks 
have found plunging land prices especially 
painful. Meanwhile, the stockmarket's re- 
cent tumble is again wringing unrealised 
gains out of the banks’ massive share portfo- 
lios, which they can count as equity capital. 
Some analysts reckon that, if the stockmark- 
et falls by another 5%, most banks will see 
these gains turn into losses instead. 

None of this would be quite so alarming 
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were the banks repairing their core busi- 
nesses. They are not. So far, there is little evi- 
dence that they are restructuring in earnest. 
Banks the world over tend to make most of 
their money on deposit spreads, or the dif- 
ference between what the market charges to 
lend to them and the less rewarding interest 
rates that banks pay their depositors. Be- 
cause short-term interest rates are so close to 
zero, theonly way that Japan's banks can re- 
establish this deposit margin is to charge for 
the privilege of depositing money in their 
vaults: good business sense maybe, but, 
given current hostility towards the banks, 
notgood politics.So the banks keep weaken- 
ing. Moody's, an American rating agency, 
gives the average big Japanese bank a finan- 
cial-strength rating of E+ (on a scale of A to E), 
suggesting "very weak intrinsic financial 
strength, requiring periodic outside sup- 
port". This puts the health of Japan's bank- 
ing system only a notch above Croatia's. 

None of this need mean a second bank- 
ing crisis, and hence a nasty shock to the 
economy. For that to happen, the govern- 
ment would have to withdraw its support 
for the industry. So far the government has 
nationalised two big banks, recapitalised the 
restand guaranteed all deposits until 2002 (a 
deadline that the central bank says can be 
extended if necessary). These steps have per- 
suaded investors that the government is pre- 
pared to support the big banks at all costs. 
"The systemic support of Japan's banking 
system is stronger than ever," says Thomas 
Keller of Moody's. So banks' credit ratings 
have improved recently, even as their un- 
derlying financial strength has weakened. 

A second big worry is oil prices. The pro- 
blem is not so much their direct impact. 
Dearer imports will hurt, but less than in the 
1970$ when oil use was much higher relative 
toGpr. But the bigger worry is the effect that 
highoil prices mighthaveon the health of Ja- 
pan's trading partners. Export growth has 
played a key role in hauling the economy out 
of recession. As a share of Gpr, for instance, 
exports of goods and services will probably 
hita record in the third quarter of 2000. 

A lot of this growth has come from de- 
mand for computers, mobile phones, tele- 
coms equipment and other high-tech goods, 
especially among Japan’s Asian neighbours. 
In the year to August, calculates Nikko Salo- 
mon Smith Barney, an investment bank, Ja- 
pan shipped 50% of its electrical-machinery 
exports, 60% of its rr-related exports and 68% 
of its electronic-components exports to the 
rest of Asia. In each category, year-on-year 
order growth was 15%. Yet high oil prices 
could knock growth off course in these more 
oil-dependent countries. 

A bigger worry still is America, where 
high oil prices threaten to combine with a 
nervous stockmarket, weakening demand 
and rising inflation to end the long economic 
boom. Japan's car industry, which ships 
nearly 40% of its exports to America, looks 
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vulnerable. Exports are sustaining profits at 
healthy companies like Toyota and Honda. 
They are also playing an indispensable role 
in helping to turn around the finances of 
deeply troubled manufacturers such as Nis- 
san and Mitsubishi Motors. In the half-year 
to September, Nissan’s exports rose by 6.7%; 
Mitsubishi Motors’ by 15.2%. 


The debt burden 

These threats loom larger when set against 
the backdrop of Japan’s awful public fi- 
nances (see chart 3), which could suck the 
government into a vicious debt trap of ever- 
higher interest payments on its spiralling 
debts. Nobody knows exactly when this mo- 
ment might come. That depends largely on 
the bond market which, so far at least, re- 
fuses to entertain thoughts of panic: ten-year 
bond yields are stuck at a miserly 1.8%. If 
growth falters for long, however, the arith- 
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metic would challenge even the most op- 
timistic assumptions about the future. Mod- 
est growth may not be enough to pull Japan 
Баск from the brink. Bank of Japan officials 
suggest the job requires growth of “some- 
thing more than 2%” a year for several years. 
Yet the Bank’s deputy governor, Yutaka Ya- 
maguchi, admitted this week that the econ- 
оту potential growth rate may be less than 
2%. Japan desperately needs to raise its game. 

The prescriptions are wearily familiar by 
now. Japan has been wrestling with the 
challenges of deregulating the moribund bits 
of its economy ever since the mid-1980s 
when the then prime minister, Yasuhiro Na- 
kasone, launched a programme of supply- 
side reforms. But, encouragingly, there has 
been some progress recently. For example, 
barriers to competition in telecoms, electric- 
ity, finance and retailing are slowly coming 
down. Among listed companies, accounting 
and disclosure rules are being brought into 
line with international standards. This 
should make managers pay closer attention 
to how they use labour and capital. For the 
first time in a century, Japan is rewriting its 
commercial code, with a view to encourag- 
ing restructuring and the financial engineer- 
ing that is now used in every financial mar- 
ket except Tokyo. As these reforms prise 
open old industrial structures, growth is 
springing up among discount retailers, inno- 
vative consumer-finance firms and inde- 
pendent telecoms companies. 

Yet the government could be doing a lot 
more to promote growth. A modest agenda, 
for instance, might include one or more 
items from the following list:in financial ser- 
vices, privatise the vast post office savings 
bank and the Housing Loan Corporation, 
which dominates the mortgage market; in 
telecoms, break up Nippon Telegraph and 
Telephone, which shuts other carriers out of 
the market, and set up an independent regu- 
lator; set up independent regulators for the 
electricity and gas sectors, and accelerate de- 
regulation; change the rules so that foreign- 
ers can offer legal services; reform land and 
inheritance tax so that owners have an in- 
centive to sell property; strengthen compe- 
tition policy and set the trust-busters loose 
on the big keiretsu, the corporate groups that 
still choke competition; and introduce some 
semblance of a market economy to the agri- 
cultural and construction industries. 

Despite the recession, the financial crisis 
and the government's rising debt burden, the 
Japanese still reckon they have time to do all 
these things; time to calibrate differences of 
cpinion, to arrive at a consensus and to slow 
down change to ease the pain for those who 
lose from reform. The market will be the ulti- 
mate judge of that. As one central-bank offi- 
cial puts it, however: “Itis very hard to get the 
politicians to take reform seriously when 
bond yields are less than 2%.” That may 
change sooner than many now expect. 
eS 
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Bouncing back? 
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"There are signs that the euro's tumbling days may be drawing to a close 


UROPE'S single currency is 22 monthsold. 

In almost every one of those months its 
value has fallen on the foreign-exchange 
markets. It hit yet another new low against 
the dollar on October 2sth, of just below 83 
cents, 30% below the rate at which it started 
life. It is 15 years since the "synthetic" euro (a 
weighted average of its predecessor curren- 
cies) was worth so little. Occasionally, it has 
managed a tentative step upwards—but this 
has invariably been a prelude to a further 
two steps down. Anyone claiming to find 
reasons to hope for the euro's revival is sure 
‘to be accused of clutching at straws. 

- Lately, however, there have been a few 
more solid signs of improvement. The euro 
was helped away from its latest nadir by evi- 
dence that the American economy may be 
::slowing, and by hints from officials in both 

America and Europe that they might repeat 
September's foreign-exchange market inter- 
vention, which bought the currency a couple 
of weeks’ respite. 

Saddam Hussein, of all people, also did 
his bitby insisting that Iraq be paid for its oil 
exports in euros instead of the devil's gold 
(dollars to you). Yet it remains too early to be 
sure of a sustained recovery in the euro. By 
November 2nd, when the European Central 
Bank left interest rates unchanged at 4.75%, 
as-expected, it had blipped up, but only to 
around 86 cents. 

If any of these straws is worth clutching, 
itis the American data. The principal force 
pushing the eurodown against the dollar has 
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been the belief of investors everywhere, in- 
cluding in the euro-area countries, that fast- 
growing America isa better place in which to 
stick their money than tired old Europe. 
Quarter after quarter, the remorseless 
economic strength of the United States has 
reinforced their faith. Yet American GDP 
grew at an annual rate of only 2.7% in the 
third quarter, rather slower than ex- 
pected. Itis likely that in the same 
quarter the euro area's GDP 
grew faster than America's for 
the first time since the fourth 
quarter of 1997. In addition, { 
the monthly National Associ- 
ation of Purchasing Manage- 
ment's index fell in October 
for the third month running, 
suggesting a contraction in 
American manufacturing. 
On the other hand, much of 
the slowdown in America 
was due to a sharp contrac- 
tion in government spending, which may be 
reversed after the election; consumers are 
still spending freely. 


Buying American 

The big question for the currency markets is 
whether anything is happening that will re- 
verse the flood of capital out of euros and 
into dollars. This year European companies 
have been buying American rivals in droves. 
The flow in the other direction has been far 
smaller. Deutsche Bank calculates that a net 
$167 billion of maa capital poured into the 
United States in the first nine months of this 
year, mostly from Europe. In sum, euro-area 
companies have spent a net $271 billion 
abroad. 

The flow of maa money does not seem 
to be changing direction. Foreign firms still 
regard America as the place to be, not only 
for its economy but because its laws, taxes 
and institutions make corporate purchases 
much more attractive and simpler to do than 
in the euro area. Although the euro area is 
getting a lot of attention from buy-out funds, 
says Alan Jones, co-head of global leveraged 
finance at Morgan Stanley Dean Witter in 
New York, he can point to only one notable 
deal that has been done, the takeover by 



























Kohlberg, Kravis & Roberts (ккк) of tl 
chemical business of Laporte, a French co 
gomerate. Doing deals in Britain, where ca 
italism is more like America, is still far e; 
than in France or Germany. In all, esti 
Deutsche Bank, foreign firms spent a net 
billion. on British maa іп the first nine 
months ofthis year AES 

Yet huge as all this maa activity is, how. 
much impact it has on exchange rate 
open to question. Quite a few of the tak 
overs, points out Rudi Dombusch, an econ: 
mist at the Massachusetts Institute of Tech- 
nology, are paid for with shares, not c 
and therefore have no implications for 
demand for and supply of currencies. Even 
the impact of acash deal, says Paul Meggyesi 
of Deutsche Bank, is unclear. If a European. 
purchaser of an American firm already has 
dollar deposits, say, it has no need to sell 
euros and buy dollars. Or it may be able to 
borrow in dollars, without selling euros. 

For the exchange rate, portfolio flows— 
cross-border purchases of shares апа 
bonds—probably matter more than M&A. 
Here too, the flow is against Europe. But 
things may be changing. "There has been a 
peak in terms of portfolio investment,” says ~ 
Avinash Persaud of State Street, a Boston 
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bank, which has a unique proprietary data- 
base of portfolio flows. “European investors 
have lost some of their appetite [for Amer- 
ica}. They're still buying, but the rate has 
slowed.” Recently outside investors have 
been net buyers of euro-area bonds, while 
since August there have also been signs of a 
revival of interest in equities (see chart on 
previous page). 

For now, this shift is being countered by 
three things. Oil-exporting countries have 
reinvested their gains from higher oil prices 
in dollar assets. Surprisingly, the drop in 
high-tech share prices has probably helped 
the greenback, says Mr Persaud. American 
investors have sold tech stocks every- 
where—in Frankfurt and Tokyo as well as 
New York—and run back to the United 
States, switching into more traditional in- 
vestments and cash. 

And there remains a great deal of euro- 
pessimism in the markets. “The euro turned 
out to be a failed initial public offering,” says 
Mr Dornbusch, accusing it of the ultimate 


Clean hands 


ANKARA 


XPECTATIONS were low when Zeke- 

riya Temizel, a former finance minister, 
became head of Turkey’s first independent 
banking watchdog two months ago. 
Though his name translates as “clean 
hand”, few Turks believed that he would 
make good on his pledge to free the coun- 
try's shaky banking sector from political 
interference. Last week, he announced that 
two more troubled banks, Etibank and 
Bank Kapital, had been taken over by the 
government, raising to ten the number of 
Turkish banks to come under administra- 
tion since 1994. This looks to be a promising 
start by Mr Temizel; but much depends on 
what he does next. 

Etibank, owned by Dinc Bilgin, a Turk- 
ish media baron, and Bank Kapital, which 
is controlled by Ceylan, a Kurdish con- 
struction conglomerate, each crumbled 
under the weight of non-performing loans, 
including some extended to their own sub- 
sidiaries. Before Mr Temizel, these banks 
would have been given ample warning by 
crooked politicians, enabling them to si- 
phon off deposits before the government 
took over. Not this time. Even Bulent Ecev- 
it, Turkey’s prime minister, said he had 
only learnt that the two banks had failed 
via the television. 

Other promising signs of regulatory 
toughness came last month, when the 
owner of Egebank, Murat Demirel, a 
nephew of Suleyman Demirel, a former 
president, was arrested as he was planning 
to escape on board his private yacht. He is 
now in an Ankara jail along with his girl- 


oe 


crime in today’s markets. Alison Cottrell, an 
economist at ugs PaineWebber, a stockbro- 
ker, says that each drop in the euro turns off 
another clutch of portfolio managers who 
have previously stuck with the currency 
through thin and thin, and who decide to sell 
into the next rise. A long run of happy sur- 
prises from America has had the opposite ef- 
fect on sentiment towards the dollar. “The 
burden of proof is on the euro,” she says. 

So the euro could yet fall back again, 
even though most economists (or those daft 
enough to guess) think it is undervalued by 
20-30%. There is no surefire method for cal- 
culating a currency's fundamental value. It is 
not hard tothink of things that might upset it 
further. A win for George W. Bush in next 
week's American presidential election, some 
think, might be bad for the euro, because 
Lawrence Lindsey, Mr Bush's main econ- 
omic adviser, recently decried intervention. 
So would a fourth-quarter bounce in Ameri- 
can growth. So might another unfortunate 
remark by acentral banker or a politician. 


SAF Sea 


Not even well-known euro-optimists 
are expecting the euro to soar fast. Remem- 
ber, says Klaus Friedrich, chief economist at 
Dresdner Bank in Frankfurt, that it took the 
markets an age to accept that low inflation 
was likely to endure. But he points out that 
European stockmarkets have done better 
than America's this year, in own-currency 
terms; it is only because of the falling euro 
that euro-area investors have done better by 
putting their money in America. If investors 
twig that European companies aren't such 
bad investments after all, he says, it will not 
be so easy for America to finance its current- 
account deficit with European savings—and 
that points only one way for the dollar. 

In the end, though, the euro's fate rests 
with the American economy, and whether it 
really is slowing. Even if the currency has 
now hit bottom, that is not exactly a triumph 
for what was supposed to be the symbol of 
Europe's arrival as an equal to the super- 
power across the pond. 








friend and six other associates, accused of 
embezzling funds from Egebank in the 
months before its collapse. Security cam- 
era footage showing Mr Demirel leaving 
the bank's vault with a bulging suitcase, 
presumably stuffed with cash, has been 
repeatedly broadcast on Turkish national 
television. 

Such moves will have pleased Carlo 
Cottarelli, head of the 1mr’s Turkey desk, 
whois helping to monitor a $4 billion pro- 
gramme of assistance. Cleaning up the 
banks is one of the main conditions set by 
the mmr for releasing the funds. 

“For the first time politicians did not 
come up and protect certain people,” 
wrote Mehmet Ali Birand, a prominent 
Turkish columnist, for the English-lan- 
guage Turkish Daily News. “The public is 
starting to believe that a genuine control 
mechanism has been established.” Turk- 
ish opposition parties are less convinced, 
suggesting that a state minister, Recep 
Onal, sought to put off last week’s take- 
overs and that the governmentsaton audi- 
tors’ reports for months as part of an at- 
tempted cover-up. 

Last week's takeovers have landed 
Turkish taxpayers with a recapitalisation 
bill of at least $9 billion (deposits are in- 
sured in full by the government). Much 
now depends on what Mr Temizel does 
with the failed banks. “The way in which 
the government handles these banks will 
play a decisive role in determining the sec- 
tor’s image and credibility in global finan- 
cial markets,” says Suzan Sabanci Dincer, 
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Some still prefer cash 


managing director of Akbank, one of Tur- 
key's top five banks. The fear among sol- 
vent bankersis that most will be bailed out 
by thegovernment, instead of the far better 
solution of simply shutting them down. 

A particular problem for the new regu- 
lator willbethecountry's debt-laden state- 
owned banks, which have been repeat- 
edly used to rescue ailing private ones. 
"What the public now expects from Temi- 
zel,” says Mr Birand, “is to have the state- 
owned banks inspected as meticulously as 
the private ones.” That could stir up serious 
political trouble. Mr Temizel may have 
clean hands, but does he have a brave 
heart? 
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Swiss corporate governance 
Crusading again 


ARTIN EBNER has strong views on 

how Swiss companies should be run. 
The Zurich-based billionaire thinks that 
they are too cosseted (as in neighbouring 
Germany and Austria, hostile takeovers are 
as rare as flat fields in the Alpine confedera- 
tion) and that shareholders are too often ig- 
nored. Corporate Switzerland is still run by 
an establishment club, whose members 
swap boardroom seats, and whose doors are 
shutto the likes of Mr Ebner, who has built a 
profitable career by attempting to force his 
way in with the aim of shaking things up 
from the inside. 

His current goal is a seat on the board of 
Credit Suisse Group. With a stake of about 
10%, Bz Group, Mr Ebner's investment em- 
pire, is the largest shareholder of the banking 
group. He also wants a seat on the board of 
Roche, a drug company, in which sz Group, 
with a 16.2% voting stake, is the second-big- 
gest investor. Both firms have so far refused 
to have him, Credit Suisse citing a “conflict of 
interest" with Mr Ebner's position as chief 
executive of Bz Bank, a profitable boutique 
bank atthe heart of his empire. This week Mr 
Ebner dealt with that objection by resigning 
from the helm of sz Bank from the end of 
this year. Credit Suisse can expect an early 
call from him. 

Mr Ebner will remain in charge of Bz 
Group and continue to run four investment 
trusts, BK Vision, Gas Vision, Pharma Vision 
and Stillhalter Vision. He will also continue 
toannoy Roche’s management. A few weeks 
ago he pressed for a spin-off to shareholders 
of Roche’s 59% stake in Genentech, an Amer- 
ican biotech company. Mr Ebner disputes 
Roche's claim that there are synergies that 
necessitate close operational links between 
the twocompanies. 

Mr Ebner’s tried and tested strategy for 
improving the management of Swiss com- 
panies is to become a big (ideally, the biggest) 
shareholder and use this position to press for 
change. Though his critics dispute this, he is 
not addicted to making a nuisance just for 
the sake of it.8z Group owns more than half 
of the shares of Intershop,a property agency, 
and has a big stake in Rieter, a company that 
makes car parts. But, because he considers 
both firms to be well run, he has left their 
managers to their own devices. 

Mr Ebner is never happier than when 
tangling with Switzerland's biggest compa- 
nies, not always successfully. In the early 
1990s, armed with a quarter of the shares of 
the mighty Union Bank of Switzerland, he 
pestered the bank's management to get rid of 
Robert Studer, its then chairman; to restruc- 
ture its retail business; and toearn a return on 
equity of 15%. uss’s management did not 
yield to Mr Ebner’s demands, though it 
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found itself increasingly on the defensive. In 
1998, ugs merged with the Swiss Banking 
Corporation and most of Mr Ebner's pro- 
posed reforms were implemented soon 
after. But by then he had lost interest in uss 
and greatly reduced his stake in order tocon- 
centrateon shaking up Credit Suisse. 

Mr Ebner is admired by some for his 
pugnacious crusade to draw attention to me- 
diocre management. But he is, not surpris- 
ingly,loathed by those whoare the targets of 
hiscriticism. He is a self-made billionaire ina 
country in which dynastic tendencies still 
characterise the corporate world. The Hoff- 
mann and Oeri families that own the major- 
ity of Roche are typical examples. Mr Ebner 
set up his sz Group from scratch, and made 
his name through financial innovation be- 
fore starting his crusade for better Swiss cor- 
porate governance. 

True, his record as an investment man- 
ager has been mixed of late. He missed out 
on lucrative technology stocks—perhaps a 
testimony to his sound judgment—sticking 
instead to a "value" approach to investing. 
He stubbornly held on to Roche shares, 
which struggled even as other drug shares 
boomed. But a large stake in Roche is neces- 
sary if he is to get on its board; and, judging 
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Who's Ebner's eye on now? 


by past experience, once he is on it, Roche's 
shares will rise. Swiss managers may not 
want Mr Ebner in their club, but sharehold- 
ers might conclude that the sooner he is al- 
lowedin, the better. 





South Africa's economy 


Safer than you think 


JOHANNESBURG 


S YOU approach a traffic light in Johan- 
nesburg, a figure suddenly appears 
from the shadows and taps on your win- 
dow. You panic, hit the accelerator and flee 
what you assume is a carjacking. Actually, it 
was only a hawker trying to sell coat-hang- 
ers. Your nerves at times like this probably 
protect you from an occasional genuine 
hold-up. But they also make it much harder 
for the hawker to earn an honest living. 
Soitis with South Africa's economy as a 
whole. Investors are afraid to sink money 
into the country. Some of the risks they cite 
are real; others are imaginary. Either way, 
their fears become self-ful- 


the past three years (see chart). 

High oil prices have hurt South Africa. 
S-rife in the Middle East has made investors 
fearful of emerging markets in general, 
prompting them to flee to perceived safe ha- 
vens in richer countries. But some of the 
wounds have been self-inflicted. Thabo 
Mbeki, South Africa's president, has ac- 
quired such a reputation abroad for oddness 
that he has even been mocked in an episode 
of “The West Wing", a popular American 
television drama series. Mr Mbeki has ques- 
tioned whether uiv causes Arps, and (re- 
portedly) claimed that American spies are 
trying to smear his name 





filling. With locals and for- Ever weaker because of the threat that 
eigners alike convinced Seah Apes гапа ариу, he poses to American drug 


that their cash is safer else- 
where, the economy grows 
only sluggishly. And slow 
growth makes investors 
even warier of South Africa. 

The rand has duly suf- 
fered, touching an all-time 
low of $7.71 in October. It 
has fallen by almost 4096 in 
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firms—he has made omi- 
nous noises attacking some 
of their more expensive 
products. All of which has 
made international inves- 
tors nervous about the 
country's future under him. 
Mr Mbeki's deputy, Jacob 
Zuma, may have triggered 
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the rand's latest slide by seeming to sympa- 
thise with Robert Mugabe, the president of 
Zimbabwe, whose policies have pushed 
South Africa's neighbour to the brink of 
economic collapse. 

Belatedly, Mr Mbeki seems to have re- 
cognised that he has damaged investor con- 
fidence. In the past few weeks, he has at- 
tempted to repair some of the damage. He 
promised South African businessmen that 
Zimbabwe-style land invasions would 
never happen in South Africa. At a rare press 
conference, he almost admitted that niv 
does in fact cause AIDS. 

On October 3oth, Mr Mbeki's finance 
minister, Trevor Manuel, promised “sub- 
stantial income tax relief" in his next budget, 
due in February, along with 8 billion rand ($1 
billion) of new infrastructure spending over 
the next three years. More efficient tax col- 
lection means that none of this should be fis- 
cally imprudent. The markets approved; but 
they would have cheered even louder had 
Mr Manuel held out the promise of faster pri- 
vatisation. 

Two things in particular make it hard for 
the government to follow market-oriented 
policies. The labour unions, allies of the rul- 
ing African National Congress (ANC), clam- 
our for looser monetary policy, higher trade 
barriers and massive public spending. And 
"Africanists" within the ANc demand ever- 
stronger racial laws favouring blacks. 

Mr Mbeki stoutly resists the unions. 
Macroeconomic policy in South Africa is 
better now than it has been in living mem- 
ory. Azar Jammine, an economist at Econo- 
metrix,a consultancy, argues that the booms 
and busts of the apartheid era have been re- 
placed by a steadier growth trend. When the 
business cycle reached a trough in 1998, 
growth slowed to almost zero, but срр did 
not actually shrink, as it had done at the bot- 
tom of the cycle under the old regime. This 
year, GpP is expected to grow by 2.6%. With 
the population increasing by perhaps 2%, 
this is nothing to sing about, but it may point 
to better times ahead. 

Mr Mbeki's embrace of the Africanists 
could still impede South Africa's recovery. 
Upset that so few black businesses are thriv- 
ing, his government allows black-owned 
firms to charge more but still to win public- 
works contracts. All companies of a certain 
size areobliged togive preference to blacks in 
hiring and promotion. A commission led by 
Cyril Ramaphosa, a former ANc bigwig, re- 
cently urged the government to lean on busi- 
ness to set aside more capital for the uplifting 
of black South Africans. 

Businesses try to co-operate, but at a cost 
in efficiency and confidence. Many reckon 
that, in attempting to create a black middle 
class by fiat, Mr Mbeki is putting the cart be- 
fore the horse. Unless the economy grows a 
lot faster, only a tiny minority of blacks will 
ever benefit. 

п 
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Japanese consumer finance 


Gimme credit 


TOKYO 


ALL them old-fashioned, but many Jap- 

anese believe that taking out a personal 
loan is shameful something to be 
avoided—or at least concealed—at all costs. 
Even so, Japan's consumer-finance compa- 
nies have flourished, mainly by charging ex- 
orbitant rates of interest to brash 20-some- 
thingson low incomes. 

Innovation has been crucial. Embar- 
rassed customers can now get loans via un- 
manned branches, telephones and websites, 
and from bank arms that double as pick-up 
points for loans (onlookers assume you are 
withdrawing your own cash, not borrow- 
ing). Asa result, the market has enjoyed dou- 
ble-digit growth since the late 1980s, becom- 
ing a х9 trillion ($83 billion) goldmine for the 
companies that dominate it. This has also 
turned it into a tempting opportunity for 
more respectable financial firms, domestic 
and foreign, which now want to muscle into 
the market. 

There are fat profits to be made. AI- 
though regulators recently cut the maxi- 
mum interest rate that consumer-finance 
companies can charge from 40% to 29%, cus- 
tomers still pay on average around 25% for a 
loan, far higher than the 16% or so that is nor- 
mal for similar borrowers in America, the 
loan-sharking leader. Better still, Japan's 
near-zero official interest rates mean that 
consumer-finance firms can borrow far 
more cheaply than in America to finance 
their loans. Profit margins are about 22% in 
Japan, compared with 11% in America. 

The personal-loans market may also 
provide a launch-pad for other retail-fi- 
nance businesses that are underdeveloped 
in Japan, such as credit cards and home- 


And guess what? It's bought on credit 


equity loans. Entrants to the consumer-fi- 
nance business are soon expected to gain ac- 
cess to valuable data when Terranet, a new 
industry-run credit bureau, is set up next 
month (assuming blocking efforts by Take- 
fuji, the industry leader, which claims that it 
might be illegal to disclose some data, fail). 
Such data should help newcomers to poach 
customers from existing companies. 

Thenewcomers are likely to be serious fi- 
nancial firms, some of them foreign. GE, a 
conglomerate that runs one of the world's 
largest consumer-finance businesses, re- 
cently bought Lake, Japan's fifth-largest pro- 
vider of consumer loans. Citigroup, the 
world's leading financial-services firm, has 
bought Associates First Capital, which owns 
Japan's sixth- and seventh-largest con- 
sumer-finance companies. And several do- 
mestic banks, which have traditionally 
shunned this business, see the chance for 
much-needed profits. Sanwa Bank recently 
set up Mobit, a joint venture with Promise, 
the third-largest consumer-finance group. 

As wellastheirexpertise, these newcom- 
ers have largely unsullied brands. Although 
the top eight established consumer-finance 
companies control roughly 8096 of the mar- 
ket, their reputations have been hurt by 
scandals over aggressive collection methods 
and outrageous interest rates. Although 
well-advertised efforts at cleaning up the in- 
dustry have helped to rebuild customer con- 
fidence a little, most Japanese continue to re- 
gard these firms with deep suspicion. 

Unlike the incumbents, Ge and Citi- 
group can slash overheads by using sophisti- 
cated techniques, such as credit screening 
systems, that have been honed in their home 
markets. Citigroup, and the domestic banks, 
will also be able to raise funds at practically 
zero cost—indeed, their consumer-finance 
ventures will give them a lucrative place to 
park their yen deposits (given Japan’s dismal 
investment environment, they have few at- 
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tractive alternatives). Ultimately, these low 
costs should let them lower lending rates 
and expand market share without sacrific- 
ing profits. 

This is what Mobit is doing. It quotes 
rates of between 15% and 18%. This, coupled 
with an aggressive television campaign (in 
-which a famous warlord about to leave for 
battle ponders whether toleave his kingdom 
: hands of his wife or Mobit), has won it 
‘some 3,000 loan applications а day, more 
even than the industry leaders. 

Lest it be accused of loan sharking, 

Sanwa Bank points out that the venture is 
aimed at untapped middle-income, mid- 
dle-risk consumers (apparently it is already 
getting calls from school teachers and tax in- 
spectors) who cannot borrow money at 
banks but flinch at traditional consumer-fi- 
nance rates. But Dean Perry of ING Barings, 
an investment bank, says that Mobit is more 
likely to end up snatching the best 10% of the 
consumer-finance industry’s existing cus- 
‘tomer base, especially if it gets access to in- 
dustry credit data through Terranet. 

GE and Citigroup have not followed Mo- 
bit’s strategy. The American giants have each 
bought firms that charge some of the highest 
rates in the industry. Paul Heaton of Deut- 
sche Securities believes they will eventually 
have to cut their rates to gain market share, 
sincé there is growing evidence that cheaper 
loans are at last beginning to attract Japan’s 
hitherto price-insensitive consumers. Sav- 
vier customers, tighter regulations and 
mounting competition—perhaps Japan's 
ultra-expensive consumer-finance industry 
will even become a better place for its clien- 
tele. Sayonara, sharks? 

erret: п 












Fannie Мае and Freddie Мас 


Capital winners 


NEW YORK 


T A time when the stockmarket is show- 
ing only fitful enthusiasm, the share- 
price performance of two companies stands 
out: Fannie Mae (the Federal National Mort- 
gage Association) and Freddie Mac (the Fed- 
eral Home Loan Mortgage Corporation). 
This is not because there has been a sudden 
boom in home construction. It is a result of 
their brilliant dexterity in prevailing upon 
Congress to condone what is, in essence, a 
rip-off of taxpayers. In the past two months, 
each has seen its share price climb by about 
50%; and the spread between their debt and 
Treasury bonds, which had widened to 12 
percentage points, shrank by зо basis 
points—a big move in bond-market terms. 
Fannie Mae and Freddie Mac straddle an 
interesting line between what America 
‘seems to represent around the world (free 
markets) and what everyone in Washington, 
DC; really loves most (free money for а fa- 
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voured group). Each was founded as a public 
institution to provide a way for mortgages to 
be shifted from the small banks and thrifts 
that issued them to the capital markets, thus 
reducing the risks borne by lenders and giv- 
ing them the liquidity to lend again. This is a 
function that many private firms are now 
wellable to perform. 

Although both Fannie Mae and Freddie 
Mac are now quasi-private, with shares that 
trade on the New York Stock Exchange, the 
home of American capitalism, they retain 
powerful legacy rights, such as an exemption 
from state and local taxes (which in the case 
of Washington, pc-based Fannie Mae costs 
the beleaguered capital city hundreds of 
millions of dollars annually), and from over- 
sight by the Securities and Exchange Com- 
mission, America's main markets regulator. 
Their debt can be used as collateral by banks 
for tax deposits. And, unlike other corporate 
loans or bonds, banks can hold as much of it 
as they like without making warning lights 
flash on their, or the regulators’, risk man- 
agement systems. Five members of each 
company's board are appointed by the pres- 
ident of the United States. 

Thanks to all these privileges, it is widely 
assumed in the bond markets that the fed- 
eral government stands behind the debt of 
these companies, notwithstanding frequent 
denials, and would never let them fail. The 
result is that they can issue debt for almost a 
percentage point less than other big finan- 
cial firms, a huge advantage in bringing in 
business. Collectively, the two agencies hold 
over $1 trillion in outstanding loans, to say 
nothing of the vast amounts more that they 
















































have syndicated to the markets, butstill have - 
some exposure to. 00 
Earlier this year, а. congressional come: 
mittee headed by Richard Baker, a Republi- 
can congressman, took aim at this preferen- 
tial treatment. It was seemingly aided by | 
none other than Alan Greenspan, chairman | 
of the Federal Reserve, who in August wrote 
to Mr Baker noting that “subsidies accorded 
„гате, of necessity, at the expense of 
federal- or private-sector initiative 
hence. are: ultimately financed by hou 
holders, either through taxes or through the 
reduced accumulation of wealth. 
Oddly, soon after Mr Greenspan's com- 
ments, optimism about the prospects for 
these agencies began to increase, on the pre- 
sumption that no radical change would en- 
sue. The reason soon became clear. Towards 
the end of October, a complicated and rela- 
tively empty. six-point agreement between . 
the agencies and Mr Bakers committee was 
reached, emphasising disclosure but making 
no fundamental difference to the privileged 
statusof Fannie and Freddie. 
“This is a. solution only if you consider 
that privatisation is out of reach, and even 
then, itis still not a solution,” says Peter Wal- 
lison, resident fellow at the American Enter- 
prise Institute, reflecting an ideological per- 
spective that Mr Greenspan might share. 
From the more immediate perspective of | 
shareholders in Fannie and Freddie, “а cloud 
was removed," summarised David. Graif- 
Tran, an analyst at Keefe, Bruyette & Woods 
an investment bank. 
The two agencies have agreed to more 
transparency over interest-rate and default 
sensitivity, to subject themselves to review 
by the main rating agencies, to retain three 
rconths' worth of liquidity in case of a pro- 
tracted panic, and to bolster their capital by 
issuing a subordinated bond that will theo- 
retically be more responsive to market credit 
concerns. In reality, it may take a default for 
this new bond tobe taken seriously. | 
At the annual convention of mortgage 
bankers on October 3151, Armando Falcon Jr, 
director of the surreal-sounding Office. of 
Federal Housing Enterprise Oversight, 
which watches over the soundnessof Fannie 
and Freddie, said, "currently all (of their) se- 
curities carry an explicit statement that they. 
are not backed by the full faith and credit oi 
the us government. Yet the market treats 
these securities as though they are govern- 
ment-guaranteed. How and why would the _ 
markets treat sub debt any differently?” 
Answer: it probably will not. Although 
Mr Baker has vowed to continue his fight 
next year, there are questions about whether 
he will retain his chairmanship, for апу. 
number of reasons, including the possibility 
of a Democratic Congress. a bigger assign- | 
ment for him, or even a lost election. Politi- 
cians, after all, come and go. Fannie and 
Freddie just continue to grow. 
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A market for votes 


The University of lowa’s electronic futures exchange has already made a 
name for itself in politics, and could soon do so in financial economics 


OU can buy and sell George W. Bush in 

a millisecond. Likewise, Al Gore, Hil- 
lary Clinton or the entire Congress. On the 
lowa Electronic Markets (1м), investors 
trade a variety of “futures” whose pay-offs 
are linked to the outcomes of America's 
elections next week. These futures are 
mostly used merely for some light-hearted 
betting. But speculation plays a crucial role 
in almost all financial markets, and the 
lowa markets provide a useful laboratory 
for studying how investors behave—and 
even for exploring the prospects of the 
growing number of electronic exchanges. 

Academicsat the University of lowa set 
up the тем in 1988 in order to help teach 
students about finance. The markets are 
not for futures in the classical sense—that 
is, promises to exchange some good or ser- 
vice at a fixed date and price. Rather, they 
are of the “cash-settled” variety. Consider 
the 1em’s “winner-takes-all” market for 
the American presidency. Each dollar in- 
vested with a central clearing-house, up to 
$500 per participant, buys a bundle con- 
taining one future for every candidate. 
When a candidate wins, futures linked to 
him will pay $1each. Asonly one candidate 
can win, each bundle of four Bush/Gore/ 
Nader/Buchanan futures is sure to be 
worth $1. Prior to the election, investors can 
trade individual futures at any price for 
which they can find a counterparty, pre- 
sumably reflecting what chance they think 
acandidate has of winning. 

Futures such as these can make inves- 
tors better off, by allowing them to hedge 
against unpredictable events. For instance, 
weather futures, a popular commodity on 
bigger exchanges, do this: betting on an 
early frost might reduce the risk faced by a 
farmer, or by somebody who also sells 
"real" futures that are linked to farm pro- 
ducts. A trader might contract to sell coffee 
beansata fixed price after the harvest, only 
to find that a frost cuts supplies and drives 
the price up. A bet on frost can then pro- 
vide insurance against this losing situation. 

Weather futures are a convenient 
method for a hedge that could be done us- 
ing other securities based on the underly- 
ingcommodities—eg, options to buy coffee 
at low prices. Political futures may not 
have such obvious substitutes. How else 
could you hedge against the glum feeling 
that comes from seeing your favourite 





The ıEm website, with references to academic papers, 
can be found at http://www.biz.uiowaedu/iem. 


ECONOMICS FOCUS 


presidential candidate lose in a landslide? 
Do political futures really serve this 
purpose? After the 1988 election, the lowa 
professors looked into whether investors 
had used the market to hedge their politi- 
cal desires—playing the market with their 
heads rather than their hearts, If they had 
been investing solely to make money, sup- 
porters of Michael Dukakis and George 
Bush senior should have been equally 
likely to place bets on either man. In fact,an 
investor’s partisan loyalty, identified in a 
questionnaire, tended to make him more 
likely to invest in his own candidate’s fu- 
tures—increasing the risk of a glum feeling 
onelection night, not hedging it. 


Market microcosm 
Nevertheless, the final prices in 1988 and at 
the two presidential elections since have 
almost perfectly mimicked the vote tallies. 
Indeed, they proved better predictors than 
many opinion polls. How so? A small 
group of investors took advantage of the ir- 
rational behaviour of the majority by sell- 
ing futures of candidates whose prices had 
been artificially bid up by their supporters. 
As the majority were passive investors— 
the electoral equivalent of stockmarket-in- 
dex investors—the small elite of informed 
active traders were able to arbitrage away 
the price impact of blind party loyalty. 
Further proof that the market's inves- 
tors are not fully rational comes from bid 
prices. Often the sum of such prices for the 
bundle of futures on all candidates exceeds 
$1. In this situation, selling one future for all 
candidates yields a guaranteed profit 
whatever the result of the election—the 


















seller receives more than $1 for a bundle of 
futures that will pay out exactly $1. 

Besides assessing market rationality, 
the 1em also provides a test of the efficient- 
markets hypothesis, a core piece of finan- 
cial theory which, in its most widely ac- 
cepted form, states that no information 
available to the public can be used to pred- 
ict future prices of securities. Any news, 
data or expectations about future events 
should already have been factored into 
prices. Applied to the 1em, this assumption 
implies that predictable post-convention 
“bounces” in the polls should have no ef- 
fect on futures prices. And indeed, price 
changes before, during and after this year’s 
conventions were smooth, compared with 
the volatile opinion polls. 

The тем may have a more useful role 
besides providing cute tests of economic 
theory: examining the strengths and weak- 
nesses of different sorts of electronic ex- 
changes. The Iowan professors have al- 
lowed students to bet on such prospects as 
the Federal Reserve's interest-rate policy 
and Microsoft's share price, to extend the 
тем beyond the electoral cycle, and to let 
them see what happens when they switch 
between a market that closes once a day 
anda market thatcloses continuously. This 
may show how investors will react when, 
as seems inevitable, traditional exchanges 
give way to 24-hours-a-day computer- 
trading. Another project will examine how 
much investors rely on information about 
trading volumes and price histories. 

Despite similarities to established 
commodity markets, the rem is unregu- 
lated. That might change if serious money 
started to change hands on the exchange. 
Potential punters should note that this 
week the rem was predicting victories for 
Mr Bush and Mrs Clinton, as well as Re- 
publican majorities in the House and Sen- 
ate. You disagree? Then place your bets. 
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PRIVATISATION COMMISSION: OF PAPUA NEW GUINEA 


COMMUNICATION CONSULTANT 





Privatisation of Various Public Enterp 


The Government of Papua New Guinea is implementing a 
program to privatise State-owned assets. A . Privatisation 
Commission has been appointed to oversee this program. 


ıı The Government of Papua New Guinea is implementing a 
^ program to privatise State-owned assets. A Privatisation 
Commission has been appointed to oversee this program. 





The Privatisation Commission is inviting firms to submit proposals 





The Privatisation Commission wishes to engage 4 Project 
Managers to manage and coordinate the process of privatisation 
of various public enterprises. It is envisaged that each Project 

















to carry out the Public Relations and Marketing of the 
Government's Privatisation Program to ensure that the process is 
properly understood, promoted. and: communicated to: other 






















Manager will initially have at least.2 major responsibilities (e.g. 
Telikom + Post: PNG, Elcom + Water Asset, Harbours Board + 
smaller entities, Investment Corporation + Unit Trust + employee 
participation schemes, Project. Managers will report to the 
Managing Director of the Commission and will manage the work 
of separately contracted advisors. 


Government Organisations, the employees and the general public 
both local and overseas. 





The successful’ Company must be experienced in. all aspects of 
public relations and marketing including conducting; investment 
and financial roadshows to diverse or selective audiences. 





A detailed terms of reference including the application process is 
available from the Secretary, Privatisation Commission, PO. Box 
1:45, Konedobu, Papua New Guinea [ Phone : (675) 321 2977, 
Fax: (675) 321 3134. ] 


A detailed Terms of Reference including the application process is 
available from the Secretary, Privatisation Commission, PO Box 
45, Konedobu; NCD, Papua New Guinea [ Phone : (675) 321 
2977, Fax: (675) 321 3134. ] 








The closing date for receipt of proposals is 1 4th November 2000. The closing date for receipt of proposals is 17! November 2000. 





| The Republic of Cape Verde 
L Toi Privatization of 
E M TACV Cabo Verde Airlines 


Expression of Interest 


E 


A d 
САБО VERDE AIRLINES Fran 


As part of its on-going economic reform program, the Republic of Cape Verde has decided to privatize the national flag carrier, TACV Cabo 
Verde Airlines. To this end, the Government has taken decisive steps through a financial and legal restructuring. 


ТАСУ retains sovereign rights to fly the Cape Verde's international air routes. Once privatized, ТАСУ will retain exclusive rights. for scheduled 
services for à period of 7 years. TACV's current international destinations stretch across Europe arid. the West Coast of Africa. In 1999, 
audited revenues amounted to approximately USD 52 million. ТАСУ operates a modern passenger fleet of Boeing 757, ATR 42s and DHC-6. 
The airline achieved an average seat factor of 68% and average yield of 10.4 cents/RPK. Total passengers for the year were just under 
400,000 and total cargo carried was 3,100 tons. 


TACV will be privatized through an international invitation to tender for the sale of up to 45% stake to a Strategic Partner with proven financial 
strength and airline operational capabilities. A Strategic Partner may be an airline company or a consortium comprising an airline company 
and financial investors. The Republic of Cape Verde reserves the right to exclude any unsuitable bidders. 


Companies interested in participating in the bidding process are requested to contact the Cape Verde Privatization and Regulatory Capacity 
Building Project (PCU) or SH&E to receive an Information Memorandum and further details on the shortlisting and bidding procedure. It is 
expected that these interested parties will follow the instructions outlined in the registration documentation to submit their formal expression of 
interest by 24" November 2000. 


Government of Cape Verde 
Attn: Mr. J Sa Nogueira or 
c Mre R Cardoso-Santos 
Privatization. Unit (UPR) 
Cha da Areia, CP (PO Вох) 323: 
Praia, Santiago Island 
* Саре Verde 
Tel: 423861 47 48 
ax +29 8612334 





Simat, Helliesen & Eichner 
Mr. U Baur or Mr. D Kistner 
90 Park Avenue, 27" Floor 

New York, NY 10016 
United States 

Tel: +1 212 682 84 55 

Fax: +1 212 986 18 25 


SH&E 


International Air Transport 
Consultancy 


THIS NOTICE IS FOR INFORMATION PURPOSES ONLY AND DOES NOT CONSTITUTE AN OFFER OF SECURITIES FOR SALE 
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AA ` Э suggest the answer is "alive". Bu 
W л аї price CO ra Н usually depends on whom you: 
grown coral-reef fish is worth 
a plate inva restaurar 
alive to the fancier sort of restau! rani 
that allows its customers to pick their dinner 
NUSA DUA, BALI froma selection swimming in a tank) it may 
be worth as much as $100. Even allowing fo 
The world's coral reefs are in a parlous condition. A little hard-headed generous mark-ups by the middlemen, 
economics would help fisherfolk from: developing. countries 
earn a great deal of money this way. Not | 
generally, research suggests that the “bio- — nothing has the trade in reef fish been li 
mass" of fish—that is, the total weight of all ened toagold=rush. 
the individuals alive in an area—doubles in- 
side reserves within three to five years of Stakingaclaim | 
their being set up, and that this benefits adja- Nothing wrong with a gold rush, of cou 
` cent fisheries, too. One reason is that, as ће ^ But the analogy is, sadly, more: apposite tha 
of the blame for the plight of the world's fish in protected areas grow larger, their egg - itscoiner may have realised. For gold mining 
coral reefs, with 30% lost already; and an- > production grows disproportionately faster... is ап extractive industry that eventually ex- 
other 18% at riskin the next decade, rests with ` ` Overfishingof reefs, and theneedtodeal. | hausts the resource it exploits. Fish could, i 
a myriad local decisions made by the 500m '' with it, wasone of the main topics underdis- > principle, be a renewable resource. An 
or so people who live close to those reefs, cussion at the ninth international coral reef many people who live near. reefs agree tha 
_ Some local decisions, however, can be symposium held last week in Nusa Dua. For — they should be. 
sitive. One was made a few years ago, at- to deprive the reefs of their fish is to deprive = ^ ChuckBirkeland,a coral-reef bi 
` the instigation of Ratu Kitione Vesikula. Mr ^ themof an important partof their ecological the University of Hawaii and. spe 
Vesikula was then a geography student atthe network, and also of a large part of their marine анте іп the busi 
University of the South Pacific, in Suva: More ^. economic value. The question boils down to ` | 
‘pertinently, he is the son of a Fijian chieftain, —this:are reef fish worth more dead or alive? 
and thus a man with political clout. He was 


IP O'NEILL, a former speaker of Amer- 
А. icas House of Representatives, once 
sagely observed that all politics is local. That 
is surprisingly often true of environmental 
questions, too. Although global warming 
may play a role (see box on next page), much 


















































‘able to use his knowledge, his sci- 
entific contacts at the university 
and his influence in his district of 
Fiji's main island to try to reverse 
fishing practices that were devas- 
tating the local reefs. 

As a result, commercial fish- 
ing licences were withdrawn and 
“no take” zones, in which all fish- 
ing was banned, were created. 
These zones acted as nurseries 
that sustained and supplied 
stocks to fishing areas. And, with 
the help of scientific knowledge 
of breeding patterns and life-cy- 





cles, fishing seasons were intro- 4^ 


duced for some species. 

The results are encouraging. 
After а mere three years, local 
fishermen are finding that yields 
have increased so much that they 
need spend only half their usual 
time fishing. The number of 
clams in the sea-grass beds has 
increased tenfold. And in the 
mangrove forests, the number of 
mud-lobsters has increased 
threefold. 

The success of the scheme 
‘means that the loss of income 
from commercial licences has 
'proved worthwhile, and the idea 
пом spreading across Fiji. More 
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In the case of Fiji, Mr Vesikula’s efforts 
m 1 | polation pushed to the bin 
-of extinction may never reco 


_ slowly, take many years to rea 












Coral-reef. fish tend tog 


reproductive age, and then spawn 
in only a few localised sites. Al 
this. makes them easy to extermi 
nate. Arid once they are extermi- 
nated, the ecology of their native 
reef can change in waysthat make 


their. return impossible. When all 


the seaweed-eating fishin an area . 
areremoved, for example, the sea- 
weed can take over completely 
reducing coral cover and thus the: 
diversity of bottom-dwelling or: 
ganisms. This changes the reef 
into an entirely new type of eco- 
system whose habitat is no longer 
suitable for many of the fish that. 
once inhabited it. 

Dr Birkeland knows of many | 
coral reefs whose fish popula- 
tions were removed—sometimes ' 
several decades ago—and where 
they have still not returned. In: 
Guam, for instance; a newly dis 
covered species was fished-out. 
within six months. That wasin 
1967, and it has not been seen in ^ 
those waters since. 

There is another reason why 
reef-fishing is like gold mining: a 
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SCIENCE AND TECHNOLOGY 





NUSA DUA, BALI 


N 1998, 16% of the world’s coral reefs, ina 

swathe stretching from Brazil to the In- 
dian Ocean, were severely damaged by 
whatis known as “coral bleaching". One of 
the results of the ninth international coral 
reef symposium was a clearer understand- 
ing of the mechanism of bleaching. 

Bleaching happens when the animals 
that form the coral (creatures known asan- 
thozoans, which look like miniature sea 
anemones) expel the algae that normally 
live symbiotically in their cells. Besides 
providing the colour that makes reefs so at- 
tractive to the eye, these algae act as the 
coral’s solar panels. They 
capture light energy photo- 
synthetically, and use it to 
produce organic chemicals, 
some of which are passed on 
to their hosts. 

Around 90% of a coral’s 
sugars and amino acids ar- 
rive in this way. Only 10% are 
captured, in the form of 
small animals, by its stinging 
tentacles. In return for their 
services, the algae receive es- 
sential nutrients. But if they 
become a burden, they are 
summarily ejected, causing 
the coral to go white—hence 
the term bleaching. 

Ove Hoegh-Guldberg of 
the University of Queens- 
land, who has been studying 
coral bleaching since the 














Life’s a bleach, and then you die 


early 1980s, presented new work to the 
conference on what exactly it is that causes 
the algae to become burdensome. He 
found that when coral is heated, the algae 
lose their ability to process light. They then 
have nowhere to put all the light energy 
they are absorbing, and the resulting 
breakdown of biochemical pathways 
creates toxic oxygen-containing molecules 
known as free radicals. Rather than suffer 
the effects of these, the anthozoans prefer 
to show their guests the door. 

Bleaching is not necessarily a death 
sentence. Anthozoans can go into “starva- 





Fingers of death 


tion mode” for some months, waiting for | 
conditions to ameliorate. If they do, the an- 
imals can acquire new algae and return to 
normal. But if the temperature does not | 
drop in time, they will die. | 

The mass bleaching of 1998 wascaused | 
by climatic events which stopped wind 
and currents in the Indian Ocean—causing 
the waters to fall into a dead calm. As the 
sun beatdown, the water's temperature in- 
creased until it was, in some places, 5С 
above normal, an effect felt as much as 50 | 
metres below the surface. Four weeks after 
the peak summer temperatures, the coral 
bleaching started. | 

For those who suspect that global tem- 
peratures are rising because of the in- 
creased amount of carbon dioxide, a 
“greenhouse gas”, in the at- 
mosphere, Dr Hoegh-Guld- 
berg’s explanation is worry- | 
ing. It suggests that bleach- 
ing will get more common. 

But even if the tempera- 
ture is not going up, there is | 
still cause for concern. Geo- 
logical history shows that | 
anthozoans secrete their cal- 
cium carbonate skeletons 
more slowly during periods | 
when there is a lot of carbon 
dioxide in the atmosphere. 
Indeed, there is evidence 
that increased concentra- 
tions of carbon dioxide in 
seawater are slowing the 
growth of the world’s coral’s 
already. Time to buy a mask 
and a snorkel, and see it 
while it is still there. 





lot of cyanide and explosives are involved. 
Catching reef fish with a net is difficult, and 
increasingly so as populations decline. So 
fishermen around the world have resorted to 
more direct methods. One is to squirt cya- 
nide into the water. The other is to drop ex- 
plosives into it. Both are very effective at ei- 
ther stunning or killing the prey. And both 
do enormous damage. 

Cyanide is easily and cheaply available 
(it is used in the jewellery industry, as in gold 
mining, because it is one of the few things in 
which gold will dissolve). Unfortunately, it is 
also indiscriminate—killing not only the tar- 
get fish, but also any other creatures it en- 
counters, including the reef-building organ- 
isms themselves. 

Fishing with explosives is even worse. 
Again, the raw materials are easily available. 
Any schoolboy explosives expert knows the 
correct proportions of weed-killer and 
sugar—and so do the fishermen. And in In- 
donesia, at least, it isnot even necessary to go 
that far. There, fishermen have learnt how to 
extract the explosive charges from muni- 
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tions leftover from the second world war. 

Blast fishing, as itis known, has devastat- 
ing consequences—bad enough in some 
cases to lead to the collapse of entire fisher- 
ies. Explosions typically produce a crater 212 
metres across, and devastate a 20 square- 
metre area. They kill both fish and inverte- 
brates, irrespective of their commercial 
value. The result, after enough discharges, is 
that a reef can no longer provide food and 
shelter for animals and plants, and may well 
lose its ability to protect the coastline. Ac- 
cording to Herman Cesar, a coral-reef econ- 
omistat the Free University of Amsterdam in 
the Netherlands, the cost, in terms of lost 
coastal protection, varies between $9,000 
and $193,000 per square kilometre. On top of 
that, he estimates damage to the productive 
capacity of the ecosystem to be around 
$86,000 per square kilometre. Add in dam- 
age to the tourist trade, and the figure is even 
higher. By contrast, blast fishing brings a 
benefit to its perpetrators of some $15,000 per 
square kilometre—but they, of course,do not 
pay any of the costs. 


And therein lies the rub. Generally, reefs 
have no owners. They are everybody’s busi- 
ness. And everybody’s business is nobody’s 
business—a phenomenon described more 
than 30 years ago by Garrett Hardin as “The 
Tragedy of the Commons”. 

Privatise it 

One of the main reasons that Mr Vesikula's 
efforts have borne fruit in Fiji is that the reefs 
in that country, although not exactly pri- 
vately owned, are in the custody of the high 
chiefs of Fiji’s clans. They have, in other 
words, people whose interests are served by 
preserving them, and who have the legal and 
practical power to do so. 

Community reef management of this 
sort was widely touted at the conference as a 
way of sustaining fisheries in the developing 
world. If local people have ownership, or 
rights, over a reef, they have a motive to pro- 
tect it from unreasonable exploitation, and 
so will police and monitor the reef them- 
selves. Privatisation can also open up more 
lucrative ways of exploiting reefs. For there is 


THE ECONOMIST NOVEMBER 4TH 2000 


Scholz & Friends Berlin 





a 
International trends originate in the minds of the manufacturers. They start their triumphal march in Frankfurt. Or in 20 further cities 
with Frankfurt trade fairs. It makes no difference whether it is for the consumer, textiles, automotive and technology sector or for com- 
munication and leisure. You will find distribution partners from all over the world as well as finding out where it is really lucrative. 
For more information see www.messefrankfurt.com 





We make markets. Worldwide. 





















 aflip-side to thecalculation that a reef fs 


worth a $100 in a restaurant; the same fish: 


can be worth as much as$1,000in the form of 
direct diving fees and indirect benefits to the 
tourist industry. 

One example of the cash benefits possi- 
ble is seen in Bonaire Marine Park in the 
Dutch Antilles, which in 1992 existed in 
name only—a so-called "paper park". “Рау 
and display" permits for divers, which were 
first introduced in that year, now bring 
about $170,000 a year in funding for the park. 
Tourism connected with the park brings the 
island over $23m a year. 

Fees met with huge initial resistance 
from divers in Bonaire— particularly from 
the dive operators who were given the 
responsibility of levying the charges. But 
Kalli De Meyer, the director of the Coral Reef 
Parks Programme in Bonaire, says that the 
operators eventually realised that some- 
body would have to pay to look after the 
reef. A decision was made that the new 
charge should be highly visible. It paid off, 
generating a huge amount of interest and 
support for the park’s work. 

Indonesia is looking at this route. АШ 
Djohani, the director of the Nature Conser- 
vancy Coastal and Marine Programme in the 
country, says that conservation budgets in 
the region have been cut by 80% since the 
Asian financial crisis of 1997-98, so she is 
examining alternative methods of financing 
conservation. Gate fees are being tried in the 
Komodo National Park, in which the famous 
Komodo dragons dwell. But Ms Djohani says 
fees as high as $100 a person, as charged in 
the Galapagos islands, are possible only if 
you have a high profile or something unique 
to offer. Instead, she is looking at an even 
more radical version of privatisation—issu- 
ing concessions for private firms to develop 
exclusive reserve-based tourism. A com- 
pany would buy a lease and would guaran- 
tee to act in a way that sustained, rather than 
damaged, the reef. 

This is not to say that governments have 
no role in preserving reefs, beyond enforcing 
property rights. But it is important that they 
think carefully about the connections be- 
tween the money they spend and the impact 
this has on reef-based economies. One cau- 
tionary tale among many at the conference 
showed how things can go wrong. An air- 
port expansion in the British Virgin Islands, 

- funded in part by Britain's Department for 
International Development (prip) and the 
European Union, is causing a lot of soil ero- 
sion. The resulting sediment is leaching into 
the coastal reefs at the edge of the airport. 
Coral thrives in clear, nutrient-poor waters, 
so the airport threatens the very thing that 
the tourists it caters for are coming to see. 

Ironically, the prin is also sponsoring a 
study of coral-reef fish outside the airport, in 
just the place that is being damaged by the 
run-off. That's bureaucracy for you. 
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Worming out the truth 


SAN FRANCISCO 


Who broke into Microsoft's well-defended corner of cyberspace is still a 


mystery. How it was done is not 


ID anything happen? Not much, ac- 

cording to Microsoft. Yes, somebody in- 
vaded the firm'scorporate network and may 
have seen some of its "source code", the se- 
cret recipe for its software. But the intruder 
did little more than peek and poke around; 
he did not download or tamper with any of 
thecode to which he gained access. 

This rather relaxed attitude has raised 
suspicions among some computer-security 
experts, mainly because Microsoft has 
changed its account of the event since the 
story first broke on October 27th. At first, the 
firm said that the intruders had had access to 
the network for as long as six weeks. Later, 
they corrected this, saying that. they had 
wrongly linked the attack to virus problems 
inside Microsoft in September. In fact, they 
said, the illegal activity lasted only 12 days 
and was tracked the entire time. 

Although Microsoft has an obvious in- 
terest in calming things down, it is hard to 
imagine that the company would take many 
liberties with the truth. The potential liabil- 
ities would be huge: for a start, shareholders 
could sue the management for not disclosing 
material information. 

The attacker, experts believe, used a vi- 
rus called oaz. This first appeared in China 
in July and is classified, with a certain disre- 
gard for biological consistency, as a 
“worm’’—ie, a program that spreads through 
networks. Just as with the infamous “love 
bug” earlier this year, Qaz is launched when 
a PC user opens an e-mail attachment con- 
taining the malicious code. 

Once installed, Qaz disguises itself as 
Notepad, a text editor in Windows. Each 
time this application is run, the virus tries to 
move to other computers in the network. It 
also creates a "backdoor" to 
the infected pc and sends out 
that computer's address on 
the network—which allows 
an intruder to take over the 
computer in question and to 
sniff for passwords to other 
parts of the system. 

All of this seems to have 
happened to a Microsoft em- 
ployee's home rc, which the 
unidentified worker then 
used to log on to the firm's 
corporate network. Although 
Microsoft refuses to confirm 
the account, because of the 
FBI investigation currently 
being conducted, the in- 
truder probably then used 





the stolen passwords to gain access to Micro- 
soft's network himself. The firm discovered 
the attack on October 14th, when the in- 
truder created new. user-accounts to gain 
even deeper access to the network. 

If the defences of the world's largest soft- 
ware. company сап be pierced by a lowly 
worm, it bodes ill for those of lower-tech 
outfits. Security folk have been issuing 
warnings about the risks of industrial espio- 
nage by worms for some time. They. are a 
particularly effective tool for spying on a 
computer: network, because an intruder 
does not have to break into the computer di- 
rectly. Instead, the worm opens it from with- 
in,soa firm may never notice thatsomebody 
has stolen its latest product design or cus- 
tomer list. What is more, many companies 
are becoming more vulnerable as they allow 
business partners access to their networks, 
and their employees to telecommute. 

In this case, however, espionage by a 
jealous rival is the least likely explanation. 
Making much sense of the source code 
would be hellishly difficult. Microsoft's 
code—millions of lines long in the case of 
Windows—is known to be extremely intri- 
cate. And if the code was released without 
Microsoft's permission, only rogue compa- 
nies would even try to read it. 

Ideologically motivated programmers 
from the "open source" movement, who be- 
lieve that all source code should be freely 
available, have also had the finger pointed at 
them. But their involvementis unlikely;they 
would almost certainly have posted their 
plunder on a zillion websites by now. In any 
case the movement's leaders have told its 
members not to touch Microsoft code with a 
bargepole for fear of being sued for misap- 
propriating trade secrets. 

Malicious hackers want- 
ing to try to identify and ex- 
ploit flaws in the code in or- 
der to blackmail the com- 
pany are another possibility. 
(Some reports said the attack 
originated in St Petersburg, 
and suggested that the Rus- 
sian mafia may have been 
involved) And there is al- 
ways the chance that some 
15-year-old whizz-kid did it 
all for fun or to impress his 
friends. If so, Microsoft's best 
course of action would prob- 
ably be to call off the rai and 
offer him ajob immediate 
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All that glitters 


It is not hard for a good director to coax a fine movie from mediocre fiction. 
Why is it so difficult to turn the best novels into first-rate films? 


WO new films based on works by Henry 

James and Edith Wharton exemplify 
sharply different ways of adapting classic 
American literature for the screen. They are 
"The Golden Bowl" and "The House of 
Mirth”. The first comes from the Merchant 
Ivory stable, which put its cinematic stamp 
on Henry James with "The Europeans" 
(1979) and “Тһе Bostonians" (1984). Terence 
Davies, an English film maker known for in- 
tense autobiographical studies, is the direc- 
tor of “The House of Mirth”. 

Though superficially similar, these two 
new films differ profoundly in approach. 
James Ivory and his Indian partner, Ismail 
Merchant, have made so-called heritage cin- 
ema their bailiwick. Its characteristics are 
taste, opulence, fine acting and elegant writ- 
ing, courtesy less of the original author (be it 
Henry James or E.M. Forster) than of a third 
member of their team, a scriptwriter and 
novelist, Ruth Prawer Jhabvala. 

These qualities are all in evidence in 
“The Golden Bowl”. Mrs Prawer Jhabvala 
has done an epic job of drawing from Henry 
James’s last novel aclear narrative thread, al- 
though his distinctive voice—with its pains- 
taking evocation of characters’ thoughts 
stretching over pages—cannot easily survive 
in adramatic medium. Much compensatory 
attention is paid to period detail, and on pa- 
per at least the cast is top drawer. Nick Nolte 
and Kate Beckinsale play the Ververs, a pair 
of wealthy Americans, father and daughter, 
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around whom Charlotte Stant, an adven- 
turess (Uma Thurman), and Amerigo, an 
Italian prince with mortgaged palaces (Je- 
remy Northam), run rings. 

When so much reliance is placed on the 
cast, things in practice often do not work out 
so well. A gifted actor, Mr Northam inex- 
plicably adopts a pantomime accent that 
sounds ludicrous and false. As his paramour 
and co-conspirator, Ms Thurman is so 
gauche and twitchy that it is impossible to 
believe that she could have stormed society 
ineither new world or old. 

With twoofthe four leading players seri- 
ously miscast, the limitations of the Mer- 
chant Ivory approach begin to tell. Their 
most successful films from novels, “А Room 
with a View" (1985) and “Howards End" 
(1992), depended on immaculate acting, not 
on finding screen counterparts for the as- 
pects of fiction that go beyond story and dia- 
logue, particularly the author’s own voice. 
Failures in casting leave them exposed as the 
screen equivalent of the coffee-table book, 
to be admired for pictorial grace but with lit- 
tle toengage our thoughts and emotions. 

James was a master of psychological 
prose, and the better screen adaptations of 
his work—Jane Campion's “The Portrait of a 
Lady” (1996), for instance, or lain Softley’s 
“The Wings of the Dove" (1997)—do not at- 
tempt to match him at his craft but try in- 
stead to recreate his complex intentions in 
images. Another outstanding example is 


William Wyler’s “The Heiress” (1949). 
Though less close to its source, it is a far more 
Jamesian adaptation of “Washington 
Square” than Agnieszka Holland’s seem- 
ingly more faithful 1997 version. Wyler's film 
succeeds despite two casting misses out of 
three (neither Olivia de Havilland nor Mont- 
gomery Clift is a touch on Ralph Richardson, 
who plays the tyrannical father). But Wyler 
was an instinctive film maker, with a flair for 
pace, for expressive camera angles and for 
the impact of a well-chosen line. The closing 
words, “I have been taught by masters,” 
were not by James, but feel as though they 
could have been. One terrible piece of cast- 
ing (Albert Finney as the father) was enough 
to floor Ms Holland's entire film. 

Asa novelist, Wharton is not quite in the 
same class as her friend James, and her work, 
for whatever reason, has been less filmed. 
But she has certainly been luckier in her 
adaptors. We have John Madden's made- 
for-rv film of “Ethan Frome” (1993), Martin 
Scorsese's “The Age of Innccence" (1993) and 
now "The House of Mirth" by Mr Davies. Of 
these "The Age of Innocence" is easily the 
best, and in making “The House of Mirth” 
Mr Davies has on many points wisely fol- 
lowed in Mr Scorsese's steps. 


Thegold standard 


As the standard-setter, “The Age of Inno- 
cence” is a first-rate film that takes the trap- 
pings of heritage cinema (sets, costumes, fine 
acting) for granted and looks to more strictly 
cinematic means to bring out the novelist's 
intentions. Sight and sound, which have to 
be evoked on the page, are ever present on 
film—even in the silences—and can be used 
to expressive effect. At key moments, for ex- 
ample, Mr Scorsese floods the screen with 
colour filters to provide а powerful visual 
correlate of what his characters are feeling. 
In their Wharton films, both he and Mr 
Davies are sparing with music, but use it tell- 
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ingly. There is a magical scene on Wall Street 
in “The Age of Innocence” when the camera 
slips into slow motion to show us stockbro- 
kers at work. Mr Scorsese counterpoints their 
half-frozen bustle with an old salon song, “I 
Dreamt that I Dwelt in Marble Halls", as if to 
suggest, as Wharton might have, that life is 
not all about getting and spending. In “The 
House of Mirth” Mr Davies also reveals an 
ear for musical meanings. To mark a change 
of air between stuffy New York and horizon- 
expanding southern France, he uses a sub- 
lime trio from “Cosi fan tutte". The sound 
overlays abstract shots of water, rivers and 
sea, until urban congestion is wholly wiped 
away by Mediterranean tranquillity. 

You donot have to believe in the death of 
the author to know that, when transferring 
novels to films, the one character who is al- 
most never successfully cast is the writer. 
Voiceover is such a literal way of reproduc- 
ing the novelist’s own language that most 
film makers now avoid it. But it is an entirely 
respectable technique and in confident 
hands it can set the tone perfectly. As “The 
Age of Innocence” opens, Mr Scorsese uses a 
beautiful voiceover spoken by Joanne 
Woodward, who does not appear in the film 
but who is clearly meant to be heard as 
Wharton herself commenting ironically on 
the strictures of New York society. Mr Davies 
was so impressed that he rejected a voice- 
over for “The House of Mirth”, feeling that 
“The Age of Innocence” had set standards 
impossible to match. But he uses other cine- 
“matic devices--huge close-ups, for exam- 
ple—in a way that few have dared to do in 
wide-screen before: much of what is com- 
municated in "The House of Mirth" is in the 
glances between the words. 

“The Age of Innocence" and “The House 
of Mirth" are both about emotional sacrifice 
and about how society will humble those 
who flout its rules. Romance is snuffed out 
because, within the class that Wharton 
knew, marrying well rather than for love 
was de rigueur. Conflicts of sentiment and 
convention are universal, of course, which is 
one reason why Wharton's novels still ap- 
peal. The theme of trust and betrayal, which 
Jamesexplores to such depth in “TheGolden 
Bowl”, is also completely general, and not in 
any way limited toone class or one time. 

The novels of James and Wharton, in 
short, transcend their setting. When adapt- 
ing fiction like this for the screen, the chal- 
lenge is always to find cinematic ways to ex- 
press the writer's larger purpose, and one of 
the first things a period film has to do is to 
transcend its set. Ravishing as “The Age of In- 
nocence” is to look at, Mr Scorsese recognises 
that sumptuous costumes and décor are not 
enough. In “The House of Mirth” Mr Davies 
successfully follows his lead: The Merchant 
Ivory film of “The Golden Bowl", on the 
other hand, is all surface sheen, much like 
the flawed crystal in James’s great novel. 
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Observing Russia 
A matter of age 


SALE OF THE CENTURY. By Chrystia Free- 
land. Crown Business; 352 pages; $27.50. Lit- 
tle, Brown; £14.99 


FAILED CRUSADE: AMERICA AND THE 
TRAGEDY OF Posr-COMMUNIST RussiA. By 
Stéphen F. Cohen. Norton; 320 pages; $2195 
and £15.95 


N THE final decade of the Soviet era, 

Moscow was a frustrating place for 
young, energetic people who knew what 
was happening in other countries. But for 
the middle-aged and professionally suc- 
cessful—members of the academic estab- 
lishment, for example—life was tolerably 
comfortable. In the early years after the 
communist collapse, this situation was re- 
versed. Among smart Russians in their 20s, 
there was a mood of wild, intoxicating ex- 
hilaration as they revelled in the downfall 
of an oafish gerontocracy, made money 
and enjoyed spending it. But for many peo- 
ple in their 40s and above, who had some 
investment—morally and literally—in the 
Soviet system, it was a devastating time. 
Their savings and qualifications were ren- 
dered worthless, the institutions for which 
they worked were either abolished or 
ruined, and they were forced to rent out 
their big, shabby flats to pushy foreign con- 
sultants half their age. 

The generational clash inside Russia 
goes some way towards explaining the dif- 
ference in tone between two sorts of “Rus- 
sia hand" in the West the veteran So- 
vietologists, whose familiar interlocutors in 
Moscow have lost out heavily from the 
new order; and the Sovietologists' cleverest 
pupils—hungry young graduates of Russian 
studies who went to Moscow as journalists, 
traders or consultants and experienced at 
close quarters the corrupt but blissful dawn 
of Russian capitalism. 

Chrystia Freeland, who went to Mos- 
cow in 1994 as bureau chief for the Finan- 
cial Times, at the age of 26, was an out- 
standing figure in the latter group. She was 
in close contact with Yegor Gaidar and the 
other young reformers who saved the Rus- 
sian economy from total meltdown and 
laid the foundations, albeit shaky ones, for 
a market economy. She also gained the trust 
of several of the "oligarchs" who estab- 
lished a commanding, and ultimately sti- 
fling, degree of economic control. 

A Canadian-born Harvard graduate of 
Ukrainian extraction, Ms Freeland could 
empathise with Russian yuppiedom, but 
struggled to avoid letting that cloud her 
moral judgment. In a revealing encounter 
with Igor Malashenko, a young captain of 
Russian broadcasting, she recalls her revul- 
sion when he referred to the bloodbath in 
Chechnya as a “mistake”—nothing worse— 












Fishing for an answer 


and defended the media’s pro-Yeltsin bias. 
But when Mr Malashenko snaps that only a 
“mediocre” western mind would fail to see 
things his way, she half understands. 

A new book by Stephen Cohen— 
consisting mainly of gloomy pronounce- 
ments that he made about Russia in the 
early 1990s, with postscripts asserting that 
he was proved right--reflects the bitterness 
of Soviet intellectuals who somehow imag- 
ined that a reformed communism could 
have bumbled on. If that alternative really 
had been available, then it might be rea- 
sonable to conclude that the wild roller- 
coaster on which Russia has lived for the 
past decade was unnecessary, perhaps 
even the result of some collective folly in 
which western governments colluded. 

But there was no such alternative. By 
1991—although this was not obvious to 
Mikhail Gorbachev or his Soviet admirers, 
few of whom had the vaguest idea about 
economics—the Soviet Union was crashing 
towards a much harder landing than it ulti- 
mately experienced. The monetary system 
had broken down, and the command 
economy had seized up; there was a danger 
of people starving or freezing in Russia's big 
cities because people could no longer be in- 
duced, by the old mixture of coercion and 
ideology, to keep supplying food, fuel or 
anything else. Like communist Yugoslavia 
in its dotage, the Soviet Union was being 
kept afloat by western credit that it would 
never be able to repay. 

Could most of the Soviet republics have 
been kept together in some sort of loose 
federation? That was what people such as 
Mr Cohen, and his Muscovite counterparts, 
instinctively felt. But all the information 
available to Mr Gaidar and the handful of 
others who knew the real situation in 1992 
pointed in the other direction. By that time, 
Russia could not rescue its own parlous fi- 


THE ECONOMIST NOVEMBER 4TH 2000 



















nantes without cutting the republics adrift. 
It might have been possible, in theory, to 
start some cautious experiment with market 
economics in the mid-19805, when the cof- 
fers were still relatively full; but it would not 
have been possible in political practice be- 
:cause any such project would have been 
sabotaged by phe conservatives. The 
sh ertia and complacency of the Soviet 
| System (not least among the intelligentsia) 
made it almost inevitable that things would 
“be left to the very last moment, when it was 
almost too late. 
It would be unfair to these two books to 
exaggerate their differences. Their authors 
agree about certain things, and they are 
‘things worth saying—notably that Russian 
capitalism, and Russian democracy, had 
some very ugly features which western gov- 
ernments, above all the Clinton administra- 
tion, pretended not to notice. Mr Cohen, for 

: example, correctly points out that in Octo- 

Бег 1993 western governments were bam- 
.boozled by Mr Yeltsin into endorsing some 
appalling behaviour—an artificial crisis in 
relations with the legislature which was set- 
tled by shelling the parliament building. But 
the obvious alternative—victory by Russia's 
bone-headed and quarrelsome hard-lin- 
ers—looked pretty bad. Perhaps some inter- 
mediate outcome was indeed possible; but 
thatcase needs elaborating. 

In different ways, both books highlight 
"the fundamental problem that would have 
faced any master of the Kremlin who chose 
fast-track economic reform. Unlike parts of 
Central Europe or even the Baltic states, Rus- 
sia has no natural constituency for market 
economics and property rights that is large 
and robust enough to prevail against the 
forces of conservatism. So pursuing reform 
while maintaining a minimum of demo- 
cratic legitimacy requires a degree of lateral 
thinking or even subterfuge. One stupen- 
dous trick was found in 1996. By a process 
which Ms Freeland describes in fascinating 
detail, the Yeltsin government all but gave 
away much of Russia’s productive base to 
the seven principal oligarchs, in return for 
which his presidential election campaign 
was generously bank-rolled. A daring politi- 
¢al coup came at the price of a gravely dis- 
torted economy. 

Over the past year, Russia's "party of 
power" has used an even more ruthless 
Strategy to maintain its legitimacy and give 
itself the political space to pursue a bare 
minimum of economic and administrative 
reform: a murderous but electorally popular 
war in Chechnya, combined with a tighter 
tein on the media and a build-up of the po- 
litical police. The real question now is not 
whether reform is necessary, but whether it 
can becombined with a multi-party system 
and universal franchise without simulta- 

“neously resorting to tactics which make a 
mockery of democratic principles. 
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Obviously, that one e glass didn't help 


MIDNIGHT Diaries. By Boris Yeltsin. Pu- 
blicAffairs; 432 pages; $26. Weidenfeld & 
Nicolson; £20 


| 

| 

| 

| 
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| TISstrange that aman who presided for 

| eighttempestuous years over the largest 

i country in the world, and one of the most 

| tormented, has written a dreary, wooden 

i memoir, mostly of his second term in of- 

| fice (1996-2000), that is almost entirely de- 

l^ void of insight or novelty. Indeed, it 

|. smacks of having been written by some- 

| one else (probably his former speech- 

| writer and confidant, Valentin Yu- 
mashev). The only revelation is that Mr 

| Yeltsin nearly postponed the presidential 
election of 1996 when it looked as if the 

| Communist candidate would win. 

| What does show through, however, is 

| theenormous amount of time and energy 

| expended by Mr Yeltsin in fending off 

| (and concealing) his poor health, and 

| keeping his rivals and colleagues off bal- 

| ance. “Even as I proposed [Viktor] Ste- 








History of philosophy 
An ancient trade 


THE DREAM OF REASON: A HISTORY OF PHI- 
LOSOPHY FROM THE GREEKS TO THE RENAIS- 
SANCE. By Anthony Gottlieb. Allen Lane, The 
Penguin Press; 480 pages; £20. Norton; $27.95 
(December) 


OR many years after the publication of 

Bertrand Russell's “History of Western 
Philosophy” in 1945, the supply of briefish 
general histories of philosophy dried up. 
The market was saturated by the success of 
Russell's casually assembled, often inaccu- 
rate but enormously entertaining book. In 
the last two decades, however, production 
has started up again, with Roger Scruton 
(1981, from Descartes only), David Hamlyn 
(1987, Anthony Kenny (1998) and 
Richard Popkin's collaborative “Pim- 
lico History of Western Philosophy" 
(1999). 

"The Dream of Reason" by An- 
thony Gottlieb (the executive editor 
and a former science editor of The 
Economist) is the first of two vol- 
umes, and runs only to Descartes. 
One of Mr Gottlieb's merits is that he 
takes nothing for granted about his 
readers’ knowledge and credits them 
only with literacy and intelligence. 
Another is that, although a partisan 
of science, he is not a professional 
philosopher with a range of specific 
opinions that he is anxious to pro- 
mote. Professional histories of the 
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peshin’s candidacy [as prime mini 
knew that I would soon be: 
him,” he writes. We learn nothing of 
est about Vladimir Putin, the successo 
whom he personally anointed. | 
A few nuggets can be found among 
the dross: 
*Inever liked Boris Berezovsky [Russia's leading 
politically connected oligarch I still don't like 
him. But we who are the representatives of this. 
profession are sometimes obliged to use people . 
for whom. we don't have particularly warm: - 
feelings.” i 
“After the [heart-bypass]operation [in 1995 my 
‘doctors said that the maximum amount of als | 
-cohol 1 could allow myself was one glass of 
wine a day. Ever since then I have followed this 
recommendation,” 
“We didn't manage to improve [the Russian]. © 
people'slives." 
“IFS not wrong that mankind wants to cling to 
the tradition of monarchy.” 
“When people are poor and unsettled, they'll 
always vote for the [Russian] Communists; 
strong and free, they'll never vote for them.” 



























subject tend to find anticipations of the lat- 
est philosophical chic in the most unlikely 
places, like students of the prophetic books 
of the Old Testament ferreting out presages 
of the gospel story. 

Mr Gottlieb, by contrast, has got | 
material together in an admirably firs 
hand way, from the original texts and по! 
through a thick veil of commentators and 
earlier histories. “The Dream of Reason” is 
not just a parade of conclusions, as short 
histories of philosophy often turn out to be, 
but an array of lucidly presented argu- 
ments, We are given, for example, the actual 
mathematics of the Pythagorean. doctrine 
of musical harmony and of the extrication 
of Pythagoras’s theorem from the untaught 
mind of the slave-boy in Plato's “Meno”. 

The allocation of space is, by contra 
odd. Medieval philosophers from Anselm 
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to Oresme get all of 12 pages. Common ob- 
jections to medieval philosophy are men- 
tioned—it was in abject servitude to Chris- 
tianity and Aristotle, for example—but 
dismissed with a caution for going too far. 
Hegel, Mr Gottlieb notes, gave only a tenth of 
his history of philosophy to the Middle Ages. 
But that is three times the proportion given 
to them here in only half the story. 

The reason for this imbalance is really 
Mr Gottlieb's commitment to scientific phi- 
losophy and his distaste for religion. Demo- 
critus and Epicurusare strongly featured and 
some coarse libels against the latter are indig- 
nantly rebuked. The old Ionian nature-phi- 
losophers are applauded. Aristotle's ency- 
clopedic naturalism receives special 
commendation. The bias, a perfectly reason- 
able one, was shared, to the point of frenzy, 
by Russell, but it did not lead him to such a 
lopsided distribution of attention. Does An- 
axagoras deserve four times as much space 
as William of Ockham? 

Incidental pleasures include Shake- 
spearean allusions to the transmigration of 
souls and the music of the spheres. Mr Got- 
tlieb firmly points out the merely verbal na- 
ture of the supposed refutation of atomism 
by the “splitting of the atom". He interest- 
ingly suggests that the Sophists invented the 
humanities. Although sparing about the po- 
litical circumstances in which philosophy is 
carried on, “The Dream of Reason” is infor- 
mative about philosophy as a trade in the 
ancient world. The usual view is that philos- 
ophy turned inward, from the universe to 
private life, after Aristotle because Aristotle’s 
pupil, Alexander the Great, had subjected 
the Greek city-states, with their tradition of 
(comparatively) free discussion, to thought- 
controlling despotisms. Mr Gottlieb supplies 
a lot of reasons of his own, but not this old 
stalwart. That is one aspect of the generally 
beneficial cleansing effect of this lively book. 


ANTHONY QUINTON 
Our policy is to identify the reviewer of any book by or 


about someone closely connected with The Economist 
و‎ 





Writers’ lives 


The hard school 


ORWELL: WINTRY CONSCIENCE OF A GEN- 
ERATION. By Jeffrey Meyers. Norton; 380 
pages; $29.95 and £19.95 

667 HE more one pays for food, the more 
sweat and spittle one is obliged to eat 
with it." So concluded George Orwell after 
a ten-week stint as a dishwasher in a high- 
class Paris hotel. Orwell had a peculiar af- 
fection for frugality and hardship. As a 
young man he dressed as a down-and-out 
and tramped the streets of Paris and Lon- 
don. Begging, he discovered, is *damn hard 
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I could always quit 


work". During the Spanish civil war he 
fought for the republicans and was shot in 
the throat by a sniper. With his wife and 
his grey poodle, Marx, he moved back to 
London when the Blitz began because it 
seemed wrong "to leave when people are 
being bombed to hell". Even while dying of 
tuberculosis, he took himself off to a dark 
and unheated cottage on the Scottish island 
of Jura to complete his anti-totalitarian 
masterpiece, “1984”. Self-denial for Orwell 
was the literary equivalent of method act- 
ing. Much of his best work sprang from 
these uncomfortable periods of his life. 
Orwell's achievement was to turn po- 
litical writing into an art form. Though a 
critic of capitalism (and American society), 
he came to loathe communism more. 
When many western socialists were still 
venerating the Soviet Union, he rightly de- 
nounced it as fraudulent and autocratic. 
(He could vent his own prejudices, too, dis- 
missing what he called Britain's “pansy- 
left” as a “dreary tribe of high-minded 
women апа sandal-wearers”.) Only near 
the end of his short life (he died at 46) did 
Orwell really fuse his two passions, politics 
and literature. The results were “Animal 
Farm” and “1984”, whose accuracy is said 
to have astonished Stalin’s inner circle. 
Jeffrey Meyers has written a short and 
disappointing biography which distin- 
guishes itself primarily by focusing on Or- 
well's sex life. Mr Meyers is too fond of cli- 
ché and simplification, and his treatment of 
Orwell's work is relentlessly shallow. When 
he writes early on, of Orwell's novel “Виг- 
mese Days", that "the characters, though 
one-dimensional, are vivid and moving", 
we know that we cannot look to him for 
literary insight. He offers new interview 
material with those who knew Orwell, but 
this is scant compensation; far better all 
round is Bernard Cricks magnificent 
"George Orwell: A Life" (1980). 
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Food in history 


You ate it, Ralph 


THE CAMBRIDGE WORLD History OF 
Foon. Edited by Kenneth Е. Kiple and 
Kriemhild Conee Ornelas. Cambridge Uni- 
versity Press; 1,958 pages (in two volumes, 
boxed set only); $150 and £95 


HE message of several of the 158 essays 

in this formidably wide-ranging work is 
that the invention of agriculture, some 
10,000 years ago, was the worst thing that 
ever happened to the human stomach. The 
nutritive quality of our food has gone pro- 
gressively downhill since the tail end of the 
Pleistocene era, when early stone-age man 
decided to spend more time with his fam- 
ily, settling down to raise crops and herds 
rather than go out hunting and scavenging. 

The introduction of cultivated cereals 
and vegetables, along with dairy produce, 
resulted in a poorer diet and a consequent 
decline in human stature, only reversed (at 
least in developed countries) in the last 
century. The calorie intake of the oppor- 
tunistic hunter-gatherers was more than 
twice as high as that of the subsistence 
farmers who replaced them. With the com- 
fort of permanent agricultural settlements 
came uncomfortable new scourges such as 
intestinal parasites, bad teeth and the foul- 
ing of the water supply. The latter was the 
principal reason for the invention of fer- 
mented beverages which, pleasurable as 
they may be, have in turn produced their 
own health problems. By the time the set- 
tled farmers discovered all this, they were 
too entrenched to go back to the old ways. 
In times of plenty populations boomed, 
only to be decimated by recurring famine 
or diseases caused by unsuitable diets. 

This nutritional stop-go cycle still af- 
flicts large areas of the globe. Even in coun- 
tries lucky enough to enjoy adequate and 
constant food supplies, the ability and 
motivation to eat healthily is compromised 
by a lack of agreement about what is and 
what is not good for us. Gastronomic or- 
thodoxy has been in flux ever since Homo 
sapiens began to exercise choices about 
how to feed his appetites, instead of simply 
tucking into the first quadruped that came 
within range. Food fads and taboos exert 
an increasing influence on our dietary hab- 
its, whether inspired by religion, health, 
compassion, global marketing or any per- 
mutation of those factors. 

Sylvester Graham (of Graham cracker 
fame) was the pioneer of American food 
fads. In the 1830s he began preaching the 
importance of diet in a virtuous life. He be- 
lieved that rich and spicy food, together 
with meat and white bread, excited pas- 
sions that led to sexual excess. He encour- 
aged people to bake their own wholewheat 
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But think of the cholesterol 


bread, convinced that the commercially 
produced white loaf was too rich to be prop- 
erly digested. Laterin the samecentury came 
supposedly healthy breakfast cereals, her- 
alded by James Jackson's Granula and fol- 
lowed by the Kellogg brothers and their rival, 
Charles Post. 

Based on suspect nutritional theories 
and an obsession with regular bowel move- 
ments, these and similar new products rep- 
resented an early triumph of advertising as 
much as any significant advance in western 
man's well-being. Throughout most of the 
20th century, marketing was the determin- 
ing factor in the diet of the developed world, 
with healthy and unhealthy foods being 
equally touted. No sooner had heavily ad- 
vertised sweets and snacks taken their toll on 
the waistlines of those who could afford to 
indulge than slimming came into vogue, cre- 
ating a market for dieting aids and low-fat 
foods as lucrative as that for the products 
that had caused the weight problem in the 
first place. 

A reaction against mass-produced food 
came in the 1960s, when the counterculture 
spawned a fad for pure, natural products 
such as brown rice and herb teas, combined 
with a campaign against artificial additives. 
Ironically, Kellogg's— founded on a philoso- 
phy of healthy eating but by now a multi- 
national, multi-product corporation—took 
its place among the targets of the new purists. 
Later came movements promoting organic 
production methods and opposing geneti- 
cally modified food; though the scientific 
basis of both, in terms of nutrition and 
safety, remains controversial. 

Restaurant dining, which originated in 
mid-18th-century France, has inspired dif- 
ferent food trends. The demand for novelty 
has led to endless combinations of ingredi- 
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ents and cooking techniques, some sensa- 
tional but many superfluous. Chain restau- 
rants began to appear in the 1930s, to meet 
the needs of motorists, and once again ad- 
vertising was used to create demand for a 
limited menu of universally acceptable 
dishes that did not vary from coast to coast. 
Here, too, there was a backlash in the last 
quarter of the century, with the birth of nou- 
velle cuisine, the rise of celebrity chefs and 
the proliferation of ethnic restaurants serv- 
ing dishes from all over the world. 

The globalisation of eating habits is often 
thought of, and deplored, as a modern phe- 
nomenon that allows kids to savour Pepsi in 
Prague, pizza in Peoria, tandoori in Twicken- 
ham and burgers in Beijing. In fact, the pro- 
cess has been under way since agriculture 
and long-distance trade began. It received a 
fillip in 1492, when European explorers in- 
troduced their livestock, grain, fruit and veg- 
etables into the new world and took away 
equivalent novelties. Since then there has 
been almost constant and universal dietary 
exchange. Yet, as the editors of this ambitious 
history point out in their introduction, nei- 
ther such gastronomic cross-fertilisation nor 
the vaunted green revolution of the late 20th 
century has succeeded in eradicating mal- 
nutrition and starvation from many coun- 
tries. “Every important agricultural break- 
through thus far has, at least temporarily, 
produced unhappy health consequences 
for those caught up in it, and overall agricul- 
tural advancement has resulted in growing 
populations and severe stress on the bio- 
sphere.” Ten thousand years ago, as the pio- 
neer farmers struggled with unpredictable 
weather and their first toothache, they were 
beginning to understand the principles of 
that nutritional Catch-22. 


BOOKS AND ARTS 
New fiction 


Overload 


THE KEEPERS OF TRUTH. By Michael Collins. 
Phoenix House; 298 pages; £12.99 (£9.99 pa- 
perback) 


HERE is a great tradition of writing 
about the underside of American cap- 
italism. Sinclair Lewis, Frank Norris and 
Upton Sinclair produced famous muckrak- 
ing novels in earlier booms and busts. Don 
De Lillo, E.L. Doctorow and Richard Price 
have cast a critical eye on today’s gilded 
age. For all his angry fervour, Michael Col- 
lins does not quite belong in this company. 
“The Keepers of Truth”, which has been 
shortlisted for this year’s Booker prize, is his 
third novel. Set in the late 1970s in a de- 
pressed, post-industrial Illinois town on 
the edge of the prairie, it tells of a reporter 
on a dying local paper assigned to cover a 
murder. Everyone in town suspects the vic- 
tim’s hell-raising son, Ronny. But Bill, the 
reporter, who is a scion of the town’s last 
manufacturing dynasty, has his doubts. He 
decides to get close to the murder suspect— 
and, more important, to the murder sus- 
pect’s estranged wife—to find out more. 
Though born in Ireland, Mr Collins is 
not a subtle writer, and “The Keepers of 
Truth” is simply too polemical to make a 
convincing political novel. Bill would rather 
produce excoriating commentary than 
write hard news, and readers all too quickly 
see that Ronny’s fate symbolises the decline 
of the entire town. Images are piled on im- 
ages with frenzied energy but little atten- 
tion to syntax or sense. An example: “We 
cculd disappear into absolute obscurity, a 
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lost people, in a post-nuclear holocaust, a 
Pompeii of the 2oth century, buried in a 
grey ash of fallout, subsumed by the vast 
rolling prairie corn fields, a wound closed 
up, Homo sapiens circa mid-2oth century, 
an archaeological dig site in the distant fu- 
ture, something unearthed way out in an 
overgrowth of corn." Sentences like that 
may leave readers wondering how the 
Booker judges could have thought “The 
Keepers of the Truth" one of the best novels 
of the year. 
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Writers’ lives 


Rediscovering 


ROMANCING; THE LIFE AND WORK OF 
Henry GREEN. By Jeremy Treglown. Faber 
and Faber; 358 pages; £25. To be published in 
America by Random House (Spring 2001) 


F BRITISH novelists writing between 

the two world wars, Henry Green 
(1905-73) was certainly the most aristocratic 
and possibly the most experimental. His 
real name was Henry Yorke and he fitted in 
to a patchwork of landed families who oc- 
cupied substantial country houses with 
retinues of servants. His father also owned 
an industrial firm that made parts for lava- 
tories and beer-bottling plants, for which 
his son worked for most of his adult life. 
Whereas his father would have listed 
"hunting, shooting and fishing" under the 
"Recreation" heading of his entry in 
"Who's Who", Green entered "ro- 
mancing over the bottle to a good 
band". He was a sort of beatnik in the 
making. 

Towards the end of his life, 
Green struck up a close friend- 
ship with Terry Southern, an 
American satirist and screen- 
writer who co-wrote "Dr Strange- 
love" and whose novel “Candy”, 
a lubricious reworking of Vol- 
taire's "Candide", was banned in 
America. The friendship between 
the two men sustained Green 
during a shambolic decline into 
inactivity brought on by drink. 

Green married a girl from a 
neighbouring stately home, 
known as Dig. It was an enduring 
union in spite of his many affairs 
with glamorous arty women, his 
last love being Kitty, the first wife 
of Lucian Freud, now perhaps 
Britain's greatest living painter. As 
rich a seam as this is for a biogra- 
phy, Jeremy Treglown is primar- 
ily interested in Green's life with 
reference to his novels, most of 
which have one-word titles— 
"Blindness", "Caught", "Loving", 
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Hello at the FO 


OLD FRIENDS AND MODERN INSTANCES. 
Nicholas Henderson. Profile Books; 212 
pages; £14.99 


HIS short book opens with a half- 

truth. Sir Nicholas Henderson assures 
us in the preface that no underlying theme 
connects its 19 sketches of his friends and 
acquaintances. Come, come. Here is a 
beau tableau de chasse, the proud record 
| of a professional lifetime's attention to 
knowing—and to amusing—people who 
count. That is a diplomat's job, after all, 
and Sir Nicholas is one of Britain's three or 
four most distinguished ex-ambassadors, 
having held that post in Warsaw, Bonn, 
Paris and Washington, as well as having 
worked in, or run, the private office of no 
| less than five foreign secretaries. 
| With light-hearted mockery (towards 
self and others), Sir Nicholas has already 
dwelt on his professional career in two 
earlier books, "Private Office" and “Мап- 
darin". Here he tells us about his personal 
circle. There are worse faults than snob- 





Бегу, and Sir Nicholas is no different from | 
the rest of us in wanting to show off clever 
and well-connected friends. 

Those gathered here are mainly nobs, 
dons, politicians or fellow diplomats who | 
shone in post-war Britain, the catchment 
area including All Souls, Bloomsbury and 
Chatsworth. Sir Nicholas writes with an 
easy pen and does not overburden us 
with what exactly his friends thought or 
achieved. (Helpful potted biographies 
open each entry as footnotes.) 

For all the admiration he clearly feels 
for brains and brilliance, Sir Nicholas 
seems, from these sketches at least, less at 
home with ideas than with people who 
have them. Henry James once said of Lou- 
isa May Alcott, who wrote “Little 
Women”, that though her experience of 
human nature was small, her admiration 
for it was nevertheless great. There is 
something like that, readers may feel, 
about Sir Nicholas's respect for the life of 
the mind. The same cannot be said of all 
former ambassadors. 











"Living", "Doting", "Nothing". They are as 
intriguing and peculiar today as they al- 
ways were. Of "Party Going", one of 
Green's best novels, David Garnett re- 
marked that it “might have been written by 
Groucho Marx if he had fallen under the 
spell of Virginia Woolf and sat 
down to write a novel about the 
rich." George Painter, a biographer 
of Proust, opined that “Concluding” 
was “unforgettable; and not the least 


of its ambiguous charms is that the reader 
will never know just what he is unable to 
forget.” Evelyn Waugh, a consummate 
craftsman, could never quite reconcile 
himself to the slipshod make-up of the 
books, whereas that, to others, was pre- 
cisely their point. 

Green’s novels have been periodically 
rediscovered and reissued (Mr Treglown 
has edited them all for the Harvill Press), 
and they remain alluring, though some- 
what indigestible. Green was, in his an- 
archic attitude to structure and syntax, 
ahead of his time, even though his char- 
acters tended to be debutantes and but- 
lers. His unaffected interest in domestic 
servants, factory workers and the lower 
classes generally, and his keen ear for 
their speech, was almost entirely non- 
political and, for its time, original. 

The period in which Green flour- 
ished, 1939-52, was an interesting one 
for British fiction: his contemporaries 
included Evelyn Waugh, Anthony Pow- 
ell and Graham Greene. Mr Treglown 
has picked his way through it with care, 
and produced a convincing picture of 
the man. The writing is not always light, 
and Mr Treglown was hampered by not 
having the approval of Green’s family 
for his book, as he notes with some 
pique in the introduction. But “Ro- 
mancing” stands the test of a writer’s 
biography by inspiring the reader to re- 
turn to the novels themselves, if not 
with undue haste. 
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N 1959, the Grove Press of New 

York published “Lady Chatter- 
leys Lover" D.H. Lawrence's 
novel that had previously been 
availablein the United Statesonly 
as a bootleg edition sold under 
the counter, or had entered the 
country in the luggage of brave 
travellers from Paris. Mailed 
copies of this new edition were 
detained by the postal authori- 
ties. The Grove Press sought to get 
the ban lifted and asked Charles 
Rembar to present its case. 

Mr Rembar had become an 
authority on the legal aspects of 
obscenity by chance. He had set 
up as a lawyer in New York after 
serving in the air force during the 
second world war. Norman 
Mailer, a cousin, had sought his 
advice about two novels that 
were giving his publishers head- 
aches. In one, "The Naked and the 
Dead", Mr Rembar recalled, “1 
suggested what was then a new 
spelling—'fug—for the most wor- 
risome word." In the other, "The 
Deer Park", in which six lines 
were considered offensive, Mr 
Rembar got the publisher to com- 
pensate his cousin for rejecting 
the book, which found another 
publisher. 

But "Lady Chatterley's Lover" 
took Mr Rembar into the courts: 
first into a special postal court, 
which upheld the ban, then into a 
New York court where the novel 
was judged not obscene, a verdict 
upheld by a federal appeal court. It was, as lawyers say, a land- 
mark decision. The judges decided that Lawrence's central pur- 
pose was not prurient. A writer of integrity must be free to portray 
any kind of character, said a judge, even if she were a prostitute. 

The following year, 1960, Penguin Books, encouraged by the 
American verdict, published “Chatterley” in Britain. The subse- 
quent case was treated by the British asa bit of a laugh, particularly 
when a prosecuting lawyer asked, “Is it a book you would even 
wish your wife or your servants to read?" The court gave the go- 
ahead to the book, which became a bestseller as wives and ser- 
vants thronged to buy it. Something had changed in the English- 
speaking countries about what was acceptable in fiction. But that 
view was to be tested again when Putnam published “Fanny Hill” 
in the United States, and Charles Rembar was called to defend 
what many considered undefendable. 


Atriumph of pornography 

Unlike “Chatterley”, “Fanny Hill” was not thought of as primarily 
a work of literature. John Cleland had written his steamy “mem- 
oirs of a woman of pleasure" in 1749 when he was broke and had 
sold it to a publisher for £20 (about $1,900 in spending money to- 
day). Ever since it had been prized as a triumph of pornography. 
= 








Charles Rembar, a foe of censorship, died 
on October 24th, aged 85 
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Charles Rembar 


As the courts were told in subse- 
quent trials, and newspaper 
readers were intrigued to learn, 
the book described lesbianism, 
deflowering, flagellation, as well 
as numerous acts of simple sexual 
intercourse. All the same, when 
Mr Rembar came to read it, he 
said he was surprised by the 
book’s “style and grace and wit”. 
Moreover, while describing in de- 
tail the goings-on in the brothel 
where she worked, Fanny's tone 
was one of disapproval. Mr Rem- 
bar was able to argue against the 
banning of the book by claiming 
that it not only had literary merit 
but moral value as well. 

The New York trial, the first of 
a number of trials їп various 
states, allowed the book to be 
published. In a subsequent trial, 
the United States Supreme Court 
decided that to ban “Fanny Hill" 
would be unconstitutional, citing 
the first amendment, which bars 
any law being passed “abridging 
the freedom of speech”. And that 
was that. No American court 
since has banned a book for being 
obscene. Censorship in the 1960s 
was in any case breaking down in 
the English-speaking countries, 
not merely in the minority world 
of books, but in films, television 
and magazines. 

Charles Rembar was contin- 
ually involved in what he called 
“the enlightenment” of America, 
representing both the famous, 
such as Norman Mailer and Henry Miller, and many less famous. 
As well as having the righ: credentials, with degrees from Harvard 
and Columbia University Law School, he was brave in court and 
had a refreshing use of language. He chided lawyers who used a 
“mysterious tongue, composed of Latin, French, English, incanta- 
tion and a bit of mumbling”. They found it “easier to repeat a 
baggy formula than find words that really fit”. Mr Rembar wrote 
well-fitted descriptions of his cases in “The End of Obscenity”, 
published in 1968. Away from his day job, he wrote about other 
subjects, among them baseball and tennis and the inadvisability 
of ever retiring. Almost to his dying day he turned up at his New 
York office. 

He lived long enough to see how the new freedom had 
changed the culture of the West, and was fiercely critical about 
some aspects of it. “There is an acne on our culture,” he wrote. We 
lived in a “lip-smacking, damp-palmed age" in which sex was be- 
ing commercially exploited. Television peddled sex “with an idiot 
slyness". But this exploitation, he argued, was really anti-sex. The 
freedom itself was not to blame. The repression of the past had 
produced a nation of voyeurs. Succeeding generations would take 
a more balanced view of sex. The lawyer was setting out his case. 
The verdict is still to come. 
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An International 
aster s Degree in Norway 


Join one of Europe s leading business schools and expand international 
career opportunities. The Norwegian School of Management BI can offer 
you two unique international management programs at its Oslo campuses. 


Master of Science (MSc) MBA 




















The Norwegian School of Manage- 
ment Bl is the largest research 


based educational institutions * An intense and multicultural Master Program * 11 month general management MBA 
within the areas of business » Small classes * Exchange programs offered with focus on strategy, leadership and cross- 
economics and administration for further international experience • Two functional teambuilding + Multi-cultural class 
in Norway. The school offers years fulltime è Specialization and Academic with maximum 50 participants * Average age 
a wide range of undergraduate depth within: 33 with 7 years of work experience * "Hands 


and graduate program incl. Ph.D. on" consultancy project 


in 1999 Norwegian School of Financial Economics 
Management ВІ was accredited 


by European Foundation for g9 Strategy & International 
ШЕ) 


Management Development Business Both degrees are taught in English. Admission 
(EFMD) for high standards and requirements for both programs: Bachelor 
quality within research and Marketing degree and GMAT score of at least 500. In 
educational programs. : addition, the MBA requires at least three years 
Information Technology of relevant work experience. 
BI Management 
Norwegian School of Management BI For further information, www.bi.no 
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The one-year full-time executive MBA programme offered by the Vierick Leuven Gent Management School 

sharpens up all your management skills. The know-how embedded in the academic traditions of Leuven and Ghent is combined 

[ i the innovative Flemish business community. And all this takes place right in the centre of Europe, where 
doing business always асдїйгез an international character. 


По you want to find out more about Vlerick? Come and see us at one of 
ihe MBA fairs, browse through our website, or call, write or mail us. 


Vierick Leuven Gent Management School, 
Bellevue 6, 9050 Gent, Belgium 
T 432 9 2109711 • F 432 9 2109700 © E-mail: info@vierick.be 
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"IMD will move your 
career Into 
fast forwar 


Program for 
Executive Development 


Preparing executives for the next big step as general managers 
“Why do more than 200 managers from over 

50 countries come to IMD, Switzerland for 

the PED every year?" 


99 






ау соора та * For 42 years, PED has prepared functional managers for 
Program Co-Director general management careers in a global environment 


* 50% of PED participants end their careers as CEO, 
Managing Director or on the Board of Directors 








* The PED can also be used as a stepping stone for 
obtaining the prestigious IMD Executive MBA 


* The Financial Times ranks IMD #1 in Europe and 
#3 Worldwide for Executive Development Programs 


euet eee eere, — Program details: www.imd.ch/ped 
penes Direct Starting dates 2001: January 29, April 17, July 30, October 8 


Program Co-Director 


INTERNATIONAL 


Real World. Real Learning’ 


Е Please contact Ms. E. C. Rossier 
ў Tel: +41 21/618 03 42 Fax: +41 21/618 07 15 E-mail: ped.economist@imd.ch 


www.imd.ch 
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Templeton College | University of Oxford 



























‘Be the change you 
are trying to create’ 


Gandhi 


World Views | Individual Focus 


Oxford has for generations prepared the world's leaders 

to harness change to the advantage of their corporations, 
their nations and the wider world. Now a unique portfolio 
of executive programmes delivered by Templeton is helping 
extend this role as a centre of learning into the new economy. 


Templeton's four-week Oxford Advanced Management 
Programme offers a comprehensive toolkit of business 
models and techniques to propel careers onto the fast track; 
the one-week Oxford Strategic Leadership Programme 





provides the opportunity to reinvent your leadership style; ^ For further information, please visit 
and the Oxford Senior Executive Finance Programme www.templeton.ox.ac.uk /executive, or return to: 
focuses for a week on the financial connections that lie at 
the heart of the enterprise. Dorothy Cooke 
Templeton College, University of Oxford 
In a parkland setting minutes away from the dreaming Oxford OX1 5NY, England 


spires of Oxford, we bring together global thought leaders, ^ Tel +44 (0)1865 422734 
an innovative faculty and some of the world's most senior Fax «44 (0)1865 422501 








and high calibre course participants. Email enquiries@templeton.oxford.ac.uk 

By combining a truly global perspective and the individual Please send details of (tick box) 

tuition for which Oxford University is internationally [ ] The Oxford Advanced Management Programme 
renowned, we offer a personal development experience |_| The Oxford Strategic Leadership Programme 

that you will never forget. [ ] The Oxford Senior Executive Finance Programme 
Name Job title Company 

Address — 


Zip/Postcode 





Tel Fax Email 








Templeton College | University of Oxford 
www.templeton.ox.ac.uk /executive 
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New challenges. New capabilities. 
IESE's Global Executive MBA 


Todays complex and rapidly evolving. world economy demands.new management 
capabililies. With a Global Executive MBA from E SE Business School you.can gain 
those sKillSwhile continuing your careér.Designed and developed for today's leading 
Managers, youwill work in Européthe US апа Asia. You wil! learn. from an 
experienced faculty and from prefessionals*from around the world You will discover 
new approaches to problem solving, leading edge business concepts and Rew ways 
of Working With people? You will benefit from innovative interactive technology for 
distance learning. And because the program is designed around your job, you'll 
continue to add value to your company. while applying what you learn, as youlearn it. 


You ti gain. And so will your company. It’s an easy decision. 


The program 


15 month part-time modular program beginning in June 2001. 
Five 12-day residential Sessions in Barcelona and two in the 
Silicon Valley and Shanghai. 

On-line learning and сотты байо between fesidential modules. 


usiness Sel 
gl alema! 
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Business School 


ww w.Iesecedu 


IESE - University of Navarra 
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THE BUSINESS WORLD IS UNDERGOING 






STRATEGIES FOR THE INTERNET 
ECONOMY THE CEO'S 


CONSTANT AND RAPID GHANGES TODAY, WITH 







EVERY. COMPANY AND EXECUTIVE AFFECTED 
IN. ONE WAY OR ANOTHER BY THE SHIFT FROM PERSPECTIVE 


SU MARDH 2 APRIL 2001 IN FONTAINESLEAL 






CAN INDUSTRIAL TO AN INFORMATION 
ECONOMY. PHIL PARKER, INSEAD 
‘PROFESSOR OF MARKETING, HAS PUT HIS 










Е Strategies for the Internet Economy: The CEO's 
Perspective will bring together a selected group of senior 
directors and board members for a three-day intensive 
workshop. Their own experience will be used to build 
from the basics to advanced internet strategy settings 
which will help them explore effective ways of 
maximising the use of the internet for competitive 
advantage and revenue growth. 


UNIQUE EXPERTISE IN THE INTERNET AND 
TELECOMMUNICATIONS INDUSTRIES TO THE 
SERVIGE DF ALL THOSE CONCERNED WITH 
THE STRATEGIC IMPLICATIONS OF THE NEW 
ECONOMY ON THEIR BUSINESS BY 
DEVELOPING THREE ACTION- AND PLANNING- | 
ORIENTED E-SUSINESS PROGRAMMES BASED | 
ON HIS EXTENSIVE RESEARCH: 





BUILDING STRATEGIES TELECOM STRATEGIES 


FOR THE INTERNET ECONOMY | IN THE NEw ECONOMY | 
Tre TS FEBRUARY SOOT IN SINGAPORE | TA UNE BOOT IN SINGAPORE | 








El Building Strategies for the Internet Economy is 

a one-week programme designed for executives responsible 
for building their company's internet strategy. Through a 
systematic and action-focused approach, participants will 
work on how the internet can bring added value and growth In this one-week programme, senior managers and | 
to their business. Case studies, lectures and computer strategic planners from telecommunication companies will | 
exercises will be combined to provide participants with a | work out a complete strategic view on how to approach 
hands-on, practical framework for straight-forward manufacturing industries to enhance their full potential of — | 
application once back in their real business environment. the internet. 


Hl Telecom Strategies in the New Economy will go 
in-depth into the dramatic impact the new economy has 
had on the - already complex - telecommunications 
industry. 





For further information on INSEAD'S e-business programmes or to request a brochure please visit 
www.insead.edu or call us оп 33 1 60 72 42 54 
As places are limited, we encourage you to reserve online at 


http://www.insead.edu/executives/public/reservation.html or to email susana.domingo@insead.fr 
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INFORMATION EVENINGS | 


London Business School 


7 Nov 2000, 6.30 pm 1 


New York 
13 Nov 2000, 7.00pm, Drake Swissotel 


Toronto 
14 Nov 2000, 6.30pm, Sheraton Centre 


Mexico City . 


16 Nov 2000, 7.30pm, Four Seasons Hotel 
Paseo de la Reforma 


Warsaw 

20 Nov 2000, 6.30pm 

Sheraton Warsaw Hotel & Towers 
Paris 

27 Nov 2000, 6.30pm 

Hotel Le Bristol 


Geneva 
А 28 Nov 2000, 6.30pm, Hotel Des Bergues 


Boston 
29 Nov 2000, 7.00pm, The Charles Hotel 


Information will also be available on our 
MBA and Masters in Finance programmes. 








This challenging and intensive 10 mont p 

managers and professionals in their 305 

most senior and international positions i in industry or for creating your own: new venture 

The Sloan Masters degree, offered exclusively at three. top-ranking business Schools, gives you the 

opportunity to explore the latest management thinking. with world-class - faculty. You: will acquire knowle 

and skills in. all areas of general management and gain insight into specialist areas through à wide-rangin 

portfolio of elective courses. You will also share experiences with a select international peer group of the highest 
calibre, whose diversity and maturity give the Sloan Masters its distinctive edge: and who will provide you with 

à valuable network for life. ` ae oum 





The Sloan Masters will transform your future. 


For more information cont 
Lucy Reynolds = 

London Business School 
Regent's Park 

London МУП ASA, UK: 

Tel +44 (0)20 77066952 
Fax +44 (0)20 7723 1153 


email: sloaninfoGloncon: edu 
www.london.edu . 


London | 
Business | 
‘School 


transforming futures |. 


London. Business School exists to 
advance learning and tesearch in 
büsiriess апа management 


ЕСОЗ/11/00 


The Royal Institution 
of Great Britain 


GENES, MEDICINE AND SOCIETY 


Dr Trevor Hawkins, Deputy Director of the Joint Genome Institute, USA 


Today, with the ‘Draft genome’ milestone behind us and the ‘Finished’ goal posts just 
visible ahead, how ‘The genome’ should be used to help ‘The people’ is the next 
significant challenge both for academic and commercial enterprises. Put another way: 
what has your genome done for you lately? New technologies, super fast computers 


and the human genome sequence are providing the data ~ and posing the challenges, 


AS part of its aim to facilitate the dialogue between science and society, the Royal 
Institution is holding this public lecture on Thursday 23 November 2000 at 7.30pm. 


To take part in the great genomics debate, book through the Ri’s 24-hour ticket line 
on 020 7670 2985. Tickets (£20; Concs £15) include a pre-lecture reception 
commencing at 6.30pm. 


The Royal Institution 
21 Albemarle Street 


Sponsored by: London wis 485 


| The 
| Economist 
| ee 


— 


www.ri.ac.uk 


Nycomed 
Amersham 


General enquiries: 
Tel o20 7409 2992 
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It's a big world. 


Somebody has to run it. 


New York UNIVERSITY 
N SCHOOL OF ECONOMICS AND LITICAL SCIENCE 


HEC Paris, GRADUATE B INESS SCHOO 


TRIUM is the only truly integrated, truly global Executive 
MBA. Participants earn a joint degree in 16 months by 
attending concentrated two-week study modules at the 
three flagship schools, plus one week each in São Paulo 
and Hong Kong. Distance learning and team projects 
occur between class sessions. It’s visionary, focused and 


unique. Kind of like you. 


T RIUM For more information, 


call +33 1 39 67 70 94 in Europe or 
+1 212 998 0442 in the United States. 
Visit www.triumemba.org or 


e-mail info@triumemba.org. 
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THE [THOUGHTFUL PURSUIT 
OF YOUR GOALS 


THE DUKE MBA - CROSS CONTINENT 














You have goals for your career and 
life. We know that. The Duke 
MBA - Cross Continent has 
been designed to allow 
you to reach those 
goals... to help you 
have it all in work, 
school, and life. 


© Earn a world- 
class MBA 
degree that is 
specially tailored 
for high- 
potential 
professionals 
with a desire to 
excel in the world 
of international 
business. Our students 
have about six years’ work 
experience. 


Q Continue working at your 
organization while learning over a 20- 
month period. Utilize a unique combination of 
face-to-face classroom teaching and highly interactive, 
Internet-enabled communication from anywhere, anytime, 
around the world. 


@ Establish a network of fellow global managers through 
Duke's team-based learning model at campuses in Durham, 
North Carolina and Frankfurt, Germany. 


To learn more about how The Duke MBA - Cross Continent 
can work for you or your company, contact us today: 


Europe Telephone 49.69.9726990 
U.S.Telephone 1.919.660.7863 


E-mail europeGfuqua.duke.edu 
www.business.duke.edu 


We Educate Thoughtful Business Leaders 
Worldwide 
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ndon Hotel School offers the Tm Amsterdam 
ipportunity to qualify to work in the T ¢ " А А 
orid's biggest & fastest growing London Hotel School Institute of Finance 


| businesses. Choose from 5 UK & USA, 
accredited hospitality Diploma: ^ * Hospitality General l ; Г 
“courses of 12 theory units шап апу Management In cooperation with the faculty of 
month) or Foundation English: Human Resources INSEAD 

followed by a one year раій 27. Hospitality Finance 
-internship in a London hotel. Sales & Marketing Upcoming Courses 2000/ 200 


7 HS., à fast track to management. n | T Hospitality & Tourism Asset and Liability Management. : (Nov.20 -2 4 


| London Hotel School Contact us for a brochure Negotiation Analysis Gan. 25 - 27) 005 
Financial Risk Management ` (ал. 29.-Feb.2) > 


Springvale Terrace Tel: 44 020 7665 0000 
` London W14 ОДЕ Online: www.londonhotelschool.com ; us Vis 
. : : Measuring and Implementing ; 
Economic Value Added... : (Feb. 12 -.14) 


: — Foundations of Finance e QU Bebo 18: Mar. 9) 
“А Wonderful Educational Institute Advanced Valuation ^ (March 5 2 
that Practices Excellence" Advanced Corporate Finance : 
; | : - Financial Restructuring - Going Public (March 19-23) 
-Matthew Hamilton Jr., PhD Candidate - Financial Innovation (March 26 : 30) 
Real Options... (April 5. -:7) 


ing € x i3. 0). 
www.preston.edu | eem то 


Venture Capital Investments 


Distance learning MBA, EMBA & PhD Stock Option and Foreign Currency 92 85 
Option Pricing — (April 23 - 25) - 


: Telephone: + 1-307-634-1440 : R E For information, pe e visit our Web site or contact us шешу 
Бах + 1-307-634-3091 ; P STON B n i 
Email: admissions @ preston.edu UNIVERSITY 

1204 Airport Parkway * Cheyenne, WY 82001 * USA 











: | bereit ive 
Princeton University i ‚ Business School Development 
Bendheim Center for Finance I B n 
Management Series 


Mastering Corporate e Memory for the Future 
Financial Strategies Erik Larsen & Alessandro Lomi. 
With HEC-Paris, led by 22 ~ 23 February 2001 
Mario Levis & Antoine Hyafil QUAE 1 
20 - 24 November 2000 w Managing the Dynamics 
: * of Strategy Design. 
Master in Finance Entrepreneurship and Ari Ginsberg & Eric Larsen’ 
Small Businesses 15-16 March 2001 = 
. This new degree, designed to be completed in two. to ft Robert Cress : uin 
Без TESEN M ue Ө тар : ; P" 18 - 19 Jani М 2001 Marketing Financial Services 
semesters, prepares for a wide range of careers in the financial anuary 2001 ir 
e ; d à ; - Geoffrey Randall & Greg Harris 
“industry, ranging from financial engineering, risk management Electronic Commerce: 29. 30 March 2001 : 
and quantitative trading to quantitative asset management and Management: 


financial forecasting. Strategy, implementation Creating Value: | 
and Exploitation Shaping Tomomow's Business. 


; Princeton's Master in Finance provides: Clive Holtham & Shiv Mathur 
н 5 - 6 April 2001 
3 , à . i Nigel Courtney 
A rigorous core curriculum in financial mathematics, 8 - 9 February 2001 Mastering Negotiation 


economics, statistics and data analysis Chri ; i Ec 
a al | | : " ris Brady and Eric Evans 
The opportunity to tailor the program with a wide range of Understanding Turbulent 17 - 18 May 2001 | 


lectiv. Futures: 
CECE CORSE Creating an Organisational 
Career assistance 








| Applications are now sought for admission in September For further information please contact Client Support 
2001. For detailed information see: Tel: 020 7477 8710 Fax: 020 7477 8882 


http://www.princeton.edu/-bcf Email: execdevelop@city.ac.uk 
www.business.city.ac.uk/ed 
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cue TE as pe word's most 
© ватар MBA or DBA/PhD. Ne 


required for the: MBA (or Master's for: DEAT hs Y Tava : 


КЕН work experience. No time limits, minimum 
2 ое maximum. MBA usually lakes one year, “OBA two: 
Transfer students welcome. No required courses. 
You wil not have to study material you already know or 
ie fiot need, No exams, instead you write papers, 
Leart from successful business leaders/authors 
p any аге millionaires). Faculty members wanted. 
ushmore University, Dakota Dunes, SD USA / 605- 
232-8037 ec@rushmore.edu www, distancemba.com 


GERMAN 


.MOTIVATED PEOPLE 

* ADULTS from 19 years 
* RETIRED PEOPLE ОР 55 AND ABOVE 

(Special conditions available) 
* JUNIORS from 11 to 18 years 

- FRENCH in BELGIUM 

- ENGLISH in ENGLAND, 

- in BELGIUM. 


up 0-45 private and/or group lessons Tel 
and pedagogical activities 


Putting into practice with our teachers: 
at breaks, meals ang evening socio-cultural activities 


catalogue. 





M;S., Ph.D. Many fields. No classes. 
NO COST evaluation! Send resume. 

6400 UPTOWN BLVD NE + SUITE 398-W 

Dept. 34 ALBUG,, NM 87110* USA 

v -MQtenturyuniversity edu 

mme, А 121853 LISA 6 1-800-240-5757 

Pas: (100651 4885 ISTY 
swiss consultantsinstitute.cem 


me 
itant (CPC) ii your own field. Write for free 


The Consultants Institute 
Dept EB. 30466 


in SPAIN 


in JAPAN, in BELGIUM 


CERAN LINGUA 


International information 
and reservations: 


a 32- 87-79 11 22 
Fax: + 32- 87-79 11 88 
E-mail: 
Customer @ceran.be 


Since 1975 
in USA: Languagency 
Tel: | ( 3) 384- 0334 
Faxi} 





Internet: 
http:/Awww.ceran.com 


APPOINTMEN TS 


AICS AT 
ERSITIES 


In October 2001 join a select group of young professionals in the only 
full-time programme on. WTO law and trade policy. This unique 
program combines international law, trade regulation, and 
“economics in both the curriculum and the classroom. 


* Learn about the leading legal and economic issues in 
international trade and learn to interpret WTO rules and 
policies. 

Address these issues in the context of new global challenges. 
Receive the degree of Masters in International Law and 
Economics 

In June 2002 you'll be a М. E. ahead of your competition. 
Receive instruction rom a global faculty of 
specialists in int olicy and economics, 
including: F 

Frederick M: Abbe 

Bourgeois, Cartos 

Thomas Cottier, W 


Baldwin, Jacques 
kers, Olivier Cadot, 
maret, Claus-Dieter 
Ehlermann, Michael Fin п, Mary Footer, Eleonor 
Fox, Daniel Esty, Christop et Graber, Jean-Marie Grether, 
Jacques Michel Grossen, Jordi Gual, Francis Gurry, Bernard 
Hoekman, Gary Horlick, Henrik Horn, Robert L. Howse, John Н. 
Jackson, Merit Janow, Jean-Louis Juvet, Francois Knoepfler, 
Patrick Low, Mitsuo Matsushita, Aaditya Mattoo, Petros 
Mavroidis,.. Jaime. de: Melo, Patrick Messerlin, Nicolas Michel, 
Krista Nadakavukaren, Damien Neven, Kalypso Nicolaidis, Adrian 
Otten, Esa Paasivirta, David Palmeter, Thomas Probst, Frieder 
Roessler, Giorgio Sacerdoti, Raymond Saner, André Sapir, Paul 
Seabright, Jacques Silber, Edwin Vermulst, Michel Waelbroeck, 
Franz Werro, Alan Winters, Diane Wood, Charles Wyplosz. 


Now accepting applications, contact us for further information: 
World Trade Institute, Hallerstrasse 6/8; 3012 Berne, Switzerland 


T 441316313270. F +41 31 631.3630 
E inquire@worldtradeinstitute.ch 


www.worldtradeinstitute.ch ` 


ECONOMICS PROGRAMME 
THE DEVELOPMENT AND PROJECT PLANNING CENTRE (DPPC) 


Lectureship in Economics 


£17,238-£30,065 p.a. 
(Five year fixed term, in the first instance) 


Ref: ADP0402/E 


The Economics Programme constitutes the undergraduate component 
of DPPC and currently offers four BSc Honours degrees (Economics, 
Economics & History, Economics & Politics, Economics & Sociology- 
Social Psychology) within the School of Social and International Studies. 


You must have demonstrated commitment to teaching, research and 
publication, and show evidence of ability to publish in leading journals. 
The Programmes main research areas are in European integration, 
social economics, spatial economics and regional/development studies. 
You will be expected to teach across the range of core economics, 
together with your own subject specialisms. It is expected that you will 
be willing to play a full role in the development of future research and 
teaching strategies within the Economics Programme. 

Informal enquiries to Dr. Mark Baimbridge, Director of the 

Economics Programme (tel: 01274 234792/233982, 

email: m.j.baimbridge(übradford. ac. uk). 

Closing date: 1 December 2000. 


For more information and details of all our current vacancies see our 
recruitment website: http: / /www.bradforduni-recruitment. ac.uk 


Further information, including how to apply, is available on-line or from 
the Personnel Department (quoting ref.) e-mail: jobs(@bradford.ac.uk, 
tel: 01274 233091 (hearing impaired applicants only tel: 01274 235807). 


an &| UNIVERSITY OF 
7 4B RAD F O RD Confronting Inequality. : Celebrating Diversity 
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Economic Analysts 


: Dun & Bradstreet is the world’s leading supplier of business information. 

` Based in High Wycombe (40 minutes commute from Central London), 
| the Economic Analysis Group is seeking a full-ime Middle East Analyst 
E and an Asia Analyst for its portfolio of country risk products (see 


:'C'dnbcountryrisk.com). 


_ Middle East Economic Analyst 

. (£20-£30k plus bonus) _ 

D Analysing economic fundamentals and political developments, you will 
ae produce country reports to agreed deadlines The ideal candidate will have 
x a postgraduate degree with a large economics component and in-depth 
cultural, political and economic knowledge of the Middle East. Proven 
ability to produce clear and concise analysis i is vital; кыза with an 


| excellent command of written English. 


Asia Economic Analyst 
(£20-£35k plus bonus) 


With similar academic and analytical credentials as the id 
analyst above, candidates vil have an in in-depth know le ge of th the 


Asia region. 


As well as normal large « company benefits, the бойоп exists to work 
from home for part of t i week. Applicants should e-mail a CV, | 


current salary details an one-page writing sample, to Gavin Smith at; 





smithga@dnb.com Please state the position you are applying for in ће 


subject line of. your mess 


All candidates must have the right to work in the UK. 


| & Bradstreet 


The insight to grow your business. 


THE KEY TO OUR SUCCESS 
RESEARCH MANAGER - LATIN AMERICA 


BASED CAMBRIDGE, MASSACHUSETTS ~ COMPETITIVE SALARY & EXCELLENT BENEFITS 


Pyramid Research is a leading authority on the global communications 

and Internet markets. Founded in 1986, our market coverage spans 

Latin America, EMEA, and Asia Pacific. Our advisory and consulting 

services cover such areas as market and industry analysis, competitive 

and marketing strategy development, through to end-user customer 

research in various sectors including Telecoms and the Internet. 

A division of the world renowned Economist Intelligence Unit 

we offer exemplary advisory/consultancy services tailored to client's 
needs and now due to continuing growth we have a challenging 
opportunity for ай experienced Research Manager. 


` “Reporting to the Director, Latin America, you will play a key role 
in delivering our advisory services and research/consulting projects, 
as well as developing your business area by identifying consulting 
opportunities when they arise. Often working on multi-analyst 
projects, your proven leadership and project management skills will 
ensure project teams meet their goals and achieve optimum results 
that exceed client expectations, 


PYRAMID RESEARCH 
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To excel in this role you will need: 

* Superior academic achievements in such fields as economics, 
business, or engineering ! 

* Demonstrable knowledge of and interest in the region 

* Market and business analysis skills 

* Extensive industry, corisu iting, research or relevant academic 
experience 

* Excellent communication and. interpersonal skills 

* Proven coaching abilities 

* Spanish and ideally Portuguese language skills р 

We offer a competitive salary and benefits package : and relocation 

assistance will be available if required. 

If you feel you have the skills we.are looking for and would like to 

develop your career with a global leader, then please send your CV 

(preferably by email) with a covering letter and details of current 

remuneration, quoting our ref: PYR/H/E to the HR Director 

at our address below. Closing date: November 20th 2000. 


THE ECONOMIST INTELLIGENCE UNIT 
E 4 I à U RECRUITMENT OFFICE 
15 REGENT STREET 


The Economist LONDON SWIY 4LR 
Intelligence Unit emait: jobs@eiu.com www.pyramidresearch.com 





123 
































Proxicom i 

and development firm. Ww 
companies, we use technology to chan: 
and transform them into the market leaders of the 
new economy. | 







Our strong growth is creating new business 
development opportunities based in London/Europe: 
for Industry Directors to lead our verticals: 


* Travel & Transport 

* Retail & Consumer Goods 
Media & Entertainment 

Ithcare, Medical & Pharmaceutical 
y, Chemicals & Plastics 



















wholly dedicated to your client. 


What We Offer 
We have an open, dynamic. 
very ине salar 













nes $ consulting and development companies, 
û Susan Ason at sason@proxicom.com. Initial 
“contact by email only, please. 











Pure Play eConsulting 


WWW.proxicom.com 














Institute 
of Social Studies 


The Hague, The Netherlands 


The 155 is an international centre for 
higher education and research in 
development studies. Postgraduate 
teaching programmes conducted in 
English are offered at the Diploma, MA 
and PhD levels. 


of Sustainable Development is one of the Institute's four staff 

] endeavours to train economists from around the world in the ana- 
quantitative methods that underpin economic policies related to, in 
ar, structural adjustment processes, human development and sustaina- 
The Group's current research focus is on two main areas: i) 

nent and financial reforms and their impact on growth, stabi- 
tion and poverty; and (1) the determinants of long-run sustainable 
equitable human development, In addition to teaching and rese- 
aculty also undertakes advisory work in these areas, which is seen as 
ерга! part of its overall activities. 


ISS invites applications for this position. 


Requirements: 

* A PhD in economies and expertise consistent with the research priorities of 
the Staff Group. 

* Academic leadership qualities, 

* A strong publication record and teaching experience. 

* Substantial experience in development advisory work. 


Tasks and responsibilities: 

The selected candidate will take responsibility of teaching, research and 
project/consultancy activities in the area of long-term growth and human 
development and will be expected to play a leadership role and perform 
related management tasks within the staff group and ISS as a whole. 


ISS provides ample space and support to initiate and conduct research 
activities 


ISS has well-established contacts with the Dutch university system and is part 
of the research school CERES. It is located in The Hague along with many 
other internationally oriented institutions. 


Employment conditions are comparable to those at Dutch universities. 
Appointment at level of Professor will depend on qualifications and the over- 
all strength of candidates’ academic profiles. The internationally competitive 
salary for a Professor is in accordance with salary scales applied at the Dutch 
universities and ranges from DE 8887 (euro 4033) to Df 13 027 (euro 5911) 
gross per month. 











Women and candidates from developing countries are particula 
encouraged to apply. 
Further information about ISS and the profile for thy Chait сав бе found at 
the web-site: www.iss.nl, 


i of three refe- 
to the Rector, 
Candidates 


Applications accompanied by a curriculum vitae and thea 
rees should reach the ISS before November 30, 2000, addr. 
Institute of Social Studies, РО, Box 29236,2502 LT, 
who are shortlisted will be asked te süpphvsam Ў 
their referees will be contacted at that stage. Additional Yisformation can be 
obtained from the Chair of the Search Committee, Professor Rob Vos, by let- 
ter at 155, РО. Box 29776, 2502 LT, The Hague, telephone: (+31-70-4260546), 
e-mail: vos&Piss.nl; or fax: (+21-70-4260799). 
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TS 


I 


TRADE SPECIALISTS 


i -E International Consultants Ltd and HTS Development Ltd 

are currently conducting trade and export assignments оп 
behalf of the major donors in Central and Eastern Europe, 
Former Soviet Union, Middle East, Asia and Africa. If you are 
either an individual or company with specialist knowledge 
of the following areas: 


® Trade Policy 
• WTO Accession and Implementation 


* Implementation of Uruguay Round Agreements 
GATT ~ TRIPS ~ TRIMS — SPS — ТВТ 


©”. Partnership and Cooperation Agreements 
сә: Export Market Development 
and would be interested in working with us, please 
send your CV or company information by email to 
sue.adamsGp-einternational.com, quoting ref: 752000. 


-. P-E International Consultants Ltd and HTS Development Ltd 
“are Promar International companies. 


Tel: + 44 1442 202 400; Fax: + 44 1442 219 886 





INDONESIA 


EXPERTS IN CIVIL SOCIETY ORGANIZATION 
DEVELOPMENT and GRANTS MANAGEMENT 





CHEMONICS 


Chemonics International Inc., a leading international development 
consulting firm, is seeking qualified candidates to fill three long-term 
(2-4 year) positions: two in Indonesia and one in Washington, DC. 


The Civil Society Support and Strengthening Program (CSSP) is a 
USAID-funded project supporting the development of Civil Society 
- Organizations (CSOs) in Indonesia. 


Grants Coordinator, Indonesia. Will oversee policies, practices, and 
procedures relating to the CSSP grants program. Excellent 
management and organizational skills and experience managing 
USAID-funded grant programs is required. Language capability in 
Bahasa Indonesia is strongly preferred. 


CSO Development Specialist, Indonesia. Employed by CARE 
International on CSSP to build up CSO capacity in advocacy and 
financial sustainability. An understanding of recent developments in 
these fields is required. Experience with USAID contracts and ability 
in Bahasa Indonesia is strongly preferred. 


Grants/Contracts Specialist, Washington, DC. Will coordinate 
grant activities for worldwide disaster relief related projects. 
Experience with USAID grants management and contract regulations 
required. 


For more detailed job descriptions, please visit Chemonics' web site 
,,8t. www.chemonics.com, or contact Stephanie Archer at 
sarcher&chemonics.net. 
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The Centre for Analysis of Risk and Regulati 


major new research initiative at the LSE, is r 
appoint a Chair and Fellow to develop the institu 
understanding. of risk management. and reguli 
practices. CARR is supported by a mix of private 
public funding and these positions wil be central to th 
PricewaterhouseCoopers Risk Research Institute, a sub 
unit of CARR, Both posts offer exciting opportunities to 
contribute to the work of the Centre, and to interact with. 
colleagues with diverse interests in risk management and. 
regulation. Applicants should be comfortable working at 
the interface betweer practice and social science and in 
an interdisciplinary research: environment. 


Applicatiors for the: PricewaterhouseCoopers Chair in 
Risk Management are invited from: social scientist 
working. -on «risk: management aspects. of business. 
strategy “and/or management control issues. broadly 
conceived. However, applications from candidates і 
other areas will also be considered. The Chair holder will | 
lead the Risk Research Institute within CARR. Не or “she 
will also be required to play a role in the teaching of an 
interdisciplinary programme in the management. an 
regulation of risk. : 


In addition to core тапа їп опе of the social sciences 
ational research reputation, the Chair will also. 
be expect t develop points of contact and exchange 
with other research. centres inside and outside LSE, to 
develop relavant research networks and to be capable 
commanding the respect of the practitioner community. E 


Reference number SA/00/01. 
Closing. date: 8 December 2000. 


For further details on the Chair please phone 
020 7955 6657/7072 or e-mail: 


n.Landerson@lse.ac.uk ~ 





Fixed-term 3 years, 
salary up to £33,101 pa incl 


Applications for the — PricewaterhouseCoopers 
Fellowship in Risk Management (3 years) are 
invited from social scientists working on problems of: 
human and organisational behaviour іп. relation 
to the management. of risk and to. regulation. The. 
Fellow wil be expected to develop an. independent. 
research programme within the Risk Research. 
Institute. Applicants will be expected to have а. 
doctorate and to provide a research proposal for 
Such a programme. 


Reference number: AC/00/08. 
Closing date: 13 November 2000. | 
For further details on the Fellowship please phone: 


020 7955 6183 or email recruitment@ise.ac.uk |. 


with your postal address. 


The London School of Economics and Political Science is an 
educational charity committed to equal opportunities and excellence 
in teaching and research 
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OF CONSULTING ENGINEERS 


FIDIC, the International Federation of Consulting Engineers, is the 
Federation of national consulting engineering associations, 
representing 68 countries around the world. It promotes the business 
interests of its members internationally, The Secretariat is currently 
located in Lausanne, Switzerland, but may be relocated to the 
Geneva area in the near future. The FIDIC website is www.fidic.org. 

FIDIC is seeking a MANAGING DIRECTOR who will report to the 
Executive Committee (Board) of the Federation. in leading and 
representing FIDIC, the Managing Director will be responsible for 
effectively supporting the Executive Committee in implementing 
FIDIC's strategic direction. The Managing Director, with the assistance 
of a team of professionals, will also integrate апа support the diverse 
and varied needs of FIDIC's members in advaricing the interests of the 
industry in their economies. There will be a requirement for extensive 
travel. 


The successful candidate will possess vision and exceptional ability 
and enthusiasm, coupled with strong communication апа 
interpersonal skills. The preferred candidate will have multilingual 
capabilities, with excellent command of English, and fluency in 
Spanish and/or French and/or German. A background in business and 
government relations would be a strong asset, as would experience 
in the consulting industry and in association management. 


interested candidates should send their full CV and application, in 
confidence, to the attention of К. Wayne Bowes, President, FIDIC, 
Box 86, CH-1000 Lausanne 12, Switzerland, marked "MD 
Applications" by November 30, 2000, ог by email to 
wayne.bowesGsympatico.cà. Short-listed candidates will be 
contacted for interviews by 31 January, 2001. An appointment will be 
made by 7 April, 2001, witha starting date for employment of 1 June, 
2001 envisaged. Salary and benefits will be commensurate with 
experience and international benchmarks. 


Senior Economist 


INTERNATIONAL FEDERATION __ 
£28,000 pa 






Registered charity по,258003 









As the key spokesperson for Christian Aid on economic 
issues, you will be responsible for formulating strategic 
policy, especially on macroeconomic issues, and in relation 
to the International Financial Institutions such as the World 
Bank, the World Trade Organisation and the United Nations 
system. By resourcing Christian Aid's advocacy response 
from the economic justice standpoint, you will influence 
policy makers at the British, European and international 
levet. 


You will be a trained economist with a relevant post- 
graduate qualification andat least 5 years’ experience in 
development-related research.in government, the NGO 
sector or a research institute. Your substantial knowledge « 
international political economy and macroeconomics will be 
accompanied by familiarity of the development agenda and 
poverty eradication, With a proven record of policy report 
writing and lobbying decision-makers, you will have the 
ability to carry out methodical and accurate research as we 
as possessing diplomatic and communication skills. 


Closing date: 24 November 2000. Interviews: 8 December 2000. 


To find out more. please send a 41p SAE marked with reference 
200/ECS to the Human Resources Dept, Christian Aid, PO Box 100. 
London SE1 7RT or visit our website www.christian-aid.org.uk 
Christian Aid health and the chance of a decent life tà 
ever ther race or religion, 


plicationa 








Christian Aid 


We believe in life before death 









COMMONWEALTH SECRETARIAT 
DIRECTOR OF ADMINISTRATION 


The Commonwealth Secretariat, established in 1965, is the main iütergovernmental agency of the 
Commonwealth facilitating consultation and co-operation among member governments and 
countries. 


The Director is responsible for the provision of effective & efficient HR & financial management 





& general administrative services to organisational units and participates in the overall governance 
and management of the Secretariat at the highest level. 


Duties; 


As member of Management team contribute 10 development / review of overall Secretariat policy 
direction plans and programmes & allocation of resdurces to programmes. Overall responsibility lor 
the sound administration of all Secretariat finances including: co-ordination of budget processes, 
preparation of budget documents; communicating with governments to ensure contributions 
received: control & authorisation of expenditure: monitor/review financial. performance. Overall 
functional / administrative responsibility for efficient administration of HRM including 





development / review / implementation of policy / rules / procedures / recruitment / selection / staff 
development / training / health & safety / welfare / pay benefits / employee relations. Overall 
responsibility for provision of accommodation, supplies, travel, telecomrmunications, printing and 
conference support services and information technology, Responsible for review of structure & 
organisation; contracts with external agencies. Ensures close liaison & good relations with the host 
government and London High Commissions on protocol, budgetary & staffing matters; manage / 
motivate staff in Division. 


Qualifications: 





Essential, technical, academie or professional qualification plus advanced or higher specialist 
qualification at second degree or post-graduate level, Ten years experience at senior managerial, 
professional, political, scientific or technical level; giving advice on. policy in an intérnational 
context; considerable experience in managing organisation change & transformation; strategic 
plonning & strategic HR planning. 

Desirable: doctorate or advanced research experience. Specialist qualification in either Finance or 
HRM. 


. 


The appointment, for a period of three years in the first instance, is open to nationals of all 
Commonwealth countries. 

A competitive international package is provided and application is by detailed CV which 
should be forwarded only after applicants have received the information pack available from: 


Anuja De Silva Personnel & Staff. Development Department, 
Commonwealth Secretariat, Marlborough House, Рай Mall, London SW1Y 5HX, UK 
Tei: 444 (O20 7747 6178: Fax: +44 (0120 7747 5320: E-mail: adesilva@ commonwealth.int 


Closing Date: 12 December 2000 


Expected Start Date: May 2001 


We regret ther it will not be possible to acknowledge applications individually. Only shortlisted 
candidates will be contacted. 





The Commonwealth Secretariat is an Equal Opportunity Employer with a website at: 
wwwhecomnmonwealth.org 
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UNIVERSITY OF 
CAMBRIDGE 


The Judge Institute of 
Management Studies 





Railtrack Studentship in Rail Regulation 

























3 years from 1 January 2001 


Following generous funding from Railtrack plc, applications are invired 
for a 3 year PhD studentship to look at issues in the economic regulation 
of railways. The UK rail industry is complex, the subject of much 
political interest, and heavily regulated as to its investment, operation 
and safety, Issues to be examined by the successful candidate would 
include evaluation of the experience of incentive regimes in the UK 
rail industry, assessment of the efficient level of costs in the rail 
industry, investigation of how investment in the rail industry should be 
funded and regulated and analysis of the impact of multiple regulators in 
the rail industry. 


The student will be expected to meet the normal high entry requirements 
for the University of Cambridge and will be registered for a PhD. The 
studentship will cover University and College fees, a maintenance 
allowance and some research expenses. 


Applicants will be expected to have a Masters’ degree in Economics 
or equivalent. 


Further particulars may be obtained from the Secretary of the 
Judge Institute of Management Studies, Trumpington Street, Cambridge 
CBZ 1AG (tel: +44 (0)1223 339700, e-mail: enquiries) jims.cam.ac.uk), 
to whom applications should be submitted by 8 December 2000. 






The University is committed to equality of opportunity 
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JOB HUNTING INT NATIONALLY? 


xecutive $75K-500K-*. Career searching into, within or out of 
Asia / Europe / M.East / U.S.? Contact for Free Info & Critique 


| www.careerpath.co.uk 
; Fax: Email: 
USA/Canada +1 202 4781698. cpamerica@careerpath.co.uk 
Europe... +44:20 75048280 — cpeurope&ücareerpath.co.uk 
. Asia / M. East / Aus +66 2 2674688 cpasia(bkk.loxinfo.co.th 





^ THE GLOBAL ALLIANCE FOR г. i 
C TB Drug Development 


Fae sion, nete pariniors new TE їй anie 


Director of Advocacy Position 


The Global Alliance for TB Drug Development; à major international health 
initiative, wishes to recruit an exceptional individual to manage the process of 
| developing, organizing and implementing. all ‘aspects of its fundraising and 
‘global advocacy activities, including. mobilizing: political. and financial 
commitments for new TB drug development; managing public and private 
partnerships, and raising awareness about TB and the need for new treatments. 
Бог a more detailed description of the position. and qualifications, please visit our 
web site at www.tballiance.org. 

Please send a detailed resume, a cover letter, and three references with contacts. 
Applications must be sent before December 15, 2000 to: 


The Global Alliance for TB. Drug Development, 420 Fifth Avenue, 21st Floor, 
New York, NY 10018, USA. 
Attn: Di Eckerle - (Ref, Advocacy Director) 


Only those applicants іп whom the Global Alliance has further interest will be contacteded. 





OXFORD ECONOMIC FORECASTING — - 
ECONOMISTS 


OEF provides economic forecasting and consultancy services to companies actoss th 
industrial spectrum and to govemments and international institutions. We are сит 
looking for economists to join our expanding Oxford office. 


The successful applicants will be responsible for.Key aspects of our forecasting service: 
contributing to our regular publications and: conferences, and helping to improve og 
model systems. In addition; they will assist Senior Economists in consultancy projects, 
We are looking to fill some positions as soon as possible. We would also welcom 
applicants who are currently undertaking post-graduate studies, who would be available: 
to start next summer OEF offars.an attractive mix of competitive pay; a lively, friend 
environment; and a challenging job with a high degree of autonomy for new entrants. 


Please send a CV to: The Secretary, Oxford Economic Forecasting, 





Abbey House, 121 St Aldates, Oxford, OX1 1HB 











Together, we're changing the world. 


| For over 40 years, Pathlinder International has been 
improving the quality of life in developing countries 
| by providing essential family planning services. 


Project Director 


Family Planning and Reproductive Health Services Delivery 
Program for the Asia Near East, Europe and the Newly 
Independent States, Latin America and the Caribbean regions 


Based in Washington, DC, with a consortium of organizations that are 
global leaders in their fields, you will work to increase access to and the 
use of high-quality family planning and reproductive health services 
among high need and at-risk populations. “Leading a team of skilled 
professionals in the planning, coordination and implementation of the 
USAID-funded project, you will oversee, administer, supervise and 
manage agreement performance of all consortium: members; review and 
clear strategic mapping reports and target-area. implementation plans; 
and secure cooperation, collaboration and support from high-level 
officials at USAID, other governments, Cooperatin Agencies, donors and 
key stakeholders. Responsible for leveraging additional resources. from 
ot ih conors e.g. U:S. foundations and the UN System, including the 
Vorld Bank. i 


This position requires a proven leader with a. Masters or. Ph.D. ih a 
relevant discipline and 10 years of experience with USAID or USAID- 
inded projects in family planning and reproductive health, including 
experience working. with USAID/Washington and: Missions. Candidates 
ust have 5 years of experience as a Project Director or a Senior Project 
anager for a complex, donor-funded development program: 10 years 
ield. experience in the ANE, ЕМІ or LAC regions; a record of success in 
m-building; strong interpersonal skills; and written and spoken English 
ills, The ability to speak in one or more relevant languages required, 
preferably Spanish. 


| Qualified candidates, please contact Marcy F. Winzer, 

B Employment Manager, at Pathfinder international, 

| 9 Galen St., Suite 217, Watertown, MA 02472-4501; 
fax: 617.924.3833; e-mail: mwinzerGpathfind.org. 
Please visit our Web site at www.pathfind.org to 
review a complete job posting. 


We are an equal opportunity employer. No phone calls, please. 


www. pathfind. org 
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SHELADIA Associates, Inc., an 
engineering consulting firm based in the United 5 

experts for current and upcoming: projects | 
Southeast Asia, the Newly Independent State | 
Specialists with 10 plus years experience ini developing count 
work as Team Leader isa plus. All candidates. should: 
experience working оп multilateral funded projects. E 
language a must, a foreign language desired. 


irrigation: 

e Civil Engineers with ‘experience in design and constractior 
management of irrigation/drainage systems, including head | 
works, canal systems, ‘structures, on-farm ems, and wate 
resources planning. Particularly interested in candidates with 
Mekong ‘Delta ‘or Mekong: River (Cambodia, Thailand 
Vietnam) experience and аг Ёа 15+ years of which 8 years 
Team Leader. 00 K 
Institutional development, . farming — systems/crop 
management, mists, farmer -organization/community 
development, öring and evaluation, and agricultura 
economists als ht oos. * 


Degreed Specialists send detailed resumes to Fax: 1-301-948 
7174 or email ple@sheladia.co 


Turn Your Values Into Actions! 
Join the Nature Conservancy and makea 
lasting impact on our natural worl : 








implement strategies for bioc Tvation in Brazi 

will develop long-range an с 

plan & conduct. successfal à : ) 

financial support. Works with di s Board of Advisors on 

stronger constituency in Brazil ill ensure compliane 
procedures and ай Brazil and 1 ment | 

Qualifications include a: graduate degree in Natural; Soci 

years related professional experience, demonstrated ability to ra 

gies, motivate and meet bold-objectives. Candidate must have ex 

skills in English/Portuguese tor Spanish), familiarity with the con 
within Brazil and the ability t» work effectively with а wide range 

peoples. Must be able to manage complex projects, make inform 

willing to travel 25-35% of time. Send resume and cover letter with salary 
to: TNC, Dept-MC, 4245 N Fairfax Dr, Arlington, VA 22203. EOE. 
careers@tnc.org (Indicate job title in subject line) For a full job description 
www.tnc.org/jobs 


Corser 
Saving the Last Great Places 
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world poverty 


s commitment to i: 


Fulfilling Britain' 
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BUSINESS & PERSONAL 


OFFSHORE 
CREDIT CARDS 
AVAILABLE BY EUROPEAN BANK | 


FAX APPLICATION TO BANK 
+90 392 2275377 


i 





Department for 
International 
Development 


DFID 


Imfundo (im--fun--doe) n. The acquisition of knowledge; the 
process of being educated. 


Taken from the language of Ndebele people of South Africa, 
imfundo directly reflects the aims and objectives of the project 
that bears its name. When Tony Blair initiated the project to 
improve the quality and quantity of primary education in Sub 
Saharan Africa in March 2000, it was with a dedication to 
harnessing new.and emerging technologies to the full to assist 
in sustainable development. 


Imfundo is a centre of excellence supporting the distance 
learning of teachers through the use of Information and 
Communication Technologies (ICT). By drawing on the 
expertise of the private sector, we're creating a Resource Bank 
of international private sector and civil society partners willing 
to pledge expertise, kit and other resources to the project. We 
are also maintaining a Knowledge Bank of information about 
distance learning and éducation management in the developing 
world. All of which means a brighter future for the people of 
developing countries, 


In preparation for launch we are now recruiting a Team Leader 
and two Advisers. 


Team Leader 


This is:a rare opportunity to influence the strategic direction of 
such a high profile project. By networking and forging strong 
partnerships with a range of bodies such as funding agencies, 
the international private sector and other government 
departments, you will be well placed to achieve complex 
objectives. Championing a high-performance culture, you will 
also manage your team of technical experts and administrators 
to embrace change and deliver on it. 


QUALIFICATIONS AND EXPERIENCE 


Never content to accept the status quo, you will probably be 
degree qualified with extensive experience of private industry 
and a significant appreciation of international development, ICT 
and education matters. You will also understand 
macroeconomic issues including the impact of programme aid 
and the principle of cost benefit analysis. 







Application forms can be obtained, 
Rosalind Marriot, Room AH375 - Team 3, 


e-mail: hrod3d1Gdfid.gov.uk http://www.dfid.gov. 


The Department for International 
Development (DFID) is the UK's 
government department responsible for 
promoting development and the 
reduction of poverty. DFID is committed 
to the internationally agreed target of 
halving the proportion of people living in 
extreme poverty 5. 


no 


E 


countries i 


Readers are recommended 
„олса Bc LED Scan 


to make appropriate enquiries and take 
appropriate advice before sending money. 

ny expense or entering into a binding 
to an advertisement. The 
espaper Limited shall not be liable 
for loss or damage incurred ar 
sult of Risther accepting or offering 
To accept an Invitation contained in any 
ulvertisement in the Economist. 

























: applyGfmb-cards.com 






DFID works in partnership with 
governments, international and national 
governmental organisations, the 
private sector and institutions such as the 
World Bank, UN agenci 
European Commission. 
ance is concentrated on the poorest 
Asia and sub-Saharan Africa, 
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Advisers (2) 


These are significant roles in support of the team leader; 
working with DFID country advisers, other donors and private 
industry to identify opportunities and design Imfundo projects 
using the Resource Bank. You will monitor development 
projects and co-ordinate project managers who will be 
operating in country. 


QUALIFICATIONS AND EXPERIENCE 


You might have a degree or higher qualification in 
development, education or ICT related studies. You will have an 
appreciation of the following (with significant experience in at 
least two of the areas): International Development, Education, 
information and Communication Technologies and Private 
Industry. You will also be fully aware of international 
development issues. For further information about the project, 
look up www.imfundo.org or e-mail at info@imfundo.org 


TERMS OF APPOINTMENT 


The Team Leader post will be for a fixed term period of 3 years 
{and includes a 6 month probationary period). The salary 
offered will be in the range £50,000 - £65,000 p.a. 

(UK taxable); this also includes an element in lieu of the 
employer's share of superannuation. 


The Adviser posts will be for a fixed term period of 3 years (and 
includes a 6 month probationary period). The salary offered will 
be in the range £35,000 - £50,000 p.a. (UK taxable); this also 
includes an element in lieu of the employer's share of 
superannuation. 


Candidates for both posts should be nationals of Member 
States of the European Economic Area (EEA), Commonwealth 
citizens who have an established right of abode and the right to 
work in the United Kingdom or those granted refugee status as 
defined by the 1951 UN Convention on Refugees. 


Closing date: 24 November 2000 for Team Leader post and 
1 December 2000 for Adviser posts. 


quoting reference AH375/3D/JKIMFUNDO(A)/TE clearly on your envelope, from 
ent for International Development, Abercrombie House, 
Eaglesham Road, East Kilbride G75 8EA or tel (01355) 843129 (answerphone) or fax (01355) 844099 or 843138 or 







but we also work in middle income 
countries, and in Central and Eastern 
Europe. 

DFID is committed to a policy of Equal 
Opportunities and encourages 
applications from members of the ethnic 
minorities. 


ies and the 
iost of our 


CONFERENCES 





START YOUR OWN 
IMPORT/EXPORT AGENCY 1 







Financial Markets 





p No Capital or Exp. req. No Risk, Work fromg Conference 
Home. Part/Full time, Free Advisory Service, 
I est. 1946. Clients in 120 countries. Ф 22 — 24 November 2000 
I Send for Free Booklet. і Prato (Florencel, Italy 
М WADE WORLD TRADE 1 Web: wwwmonasheduawoce/prato 
Dept 2624 50 Burnhill Road Email: rene thavargiah@adm.monash.edu.au 
i Beckenham Kent BR3 3LA UK 1 à i 
g Tel: +44 (0) 208650 0180 {24hrs} · р. 
Fax; +44 (0) 20 8663 3212 
1 httpd/www.wadetrade.com 1 
LAM MN D иш иш эш иш эш шш иш # 
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ng. River Commission, an international governmental organization, 
wd in 1995 by the governments of Cambodia, Lao PDR, Thailand and Viet Nam 
о coordinate and promete “cooperation in ай fields of sustainable development, 
utilization, management, and conservation of the water and related resources of the 
Mekong. River Basin", with its Headquarters in Phnom: Penh, Cambodia, The 
Commission is now ready to commence a now comprehensive Environment Programme 
for the Mekong River Basin and is seeking a qualified international environmentalist, 
















t у > Phnom Penh, Cambodia, with some travel in the region 
Starting date: As soon as possible 
Duration: One year (with possibility for extension 


s Core Responsibilities: : 
Assist the Div Director in providing overall direction of the Environ ї Programe and inco- 
ining all activities of the Division, including, 1 
3 Pix fy assist The Mekong River Commission, an int rational dovemiietital organization, 
established in identification and acquisition of environmental parameters. спа о the Basin 
Development Process and the Water Utilisation Programme, including support sector programmes, 
dis well as the identification and development of required analytical process 
Initiate and manage linkages with institutional research organisations and ens 
with.other Mekong Basin Development projects implemented or in the pipeline; 
Propose short and long term policies on environmental issues related to the work of the MRCS, 
Review existing work and related policies on all-aspects of environment and suggest remedies to 
any duplication or wasteful exercise; | 
Give advice on criteria for environment impact considerations or assessment on ай calegories of 
programmes under MRCS. 
sure the substantive quality of the Environment Progranume. 
Ensuri that environmental issues of all categories of programmes under MRCS are addressed in an 
expert and. consistent manne 
Provide services to the MRC Council and Joint Comittee dn matters related 16 the environment 
ès as may be directed; 











$e co-operation 







; Qualifications: 

СУА post-graduate degree in natural sciences with at least 10 years of experience. in environmental 

: aspects of water and related resources development project ding Substantial field experience 
in developing countries, Knowledge of the Mekong River Basi is a strong advantage: 

Demanstrable extensive. eco: мет approach experience in river related management, preferably 





mental policy issues in development. programmes and competence in 
üvironment impact assessment Of water resource development projects, 45 at advantage; 
mionsraBlé competence in ewvironmental impact assessrient of water resource. dévelopment 








$: Excellent communication and personnal management skills, and 
Phuéney in spoken and written English language, Working knowledge of one or more riparian 
language desirable. 


a 
a» 

uo | Experience in South East Asia necessary. 
а 


lnlüiieration: UN/Mekong Salary System, level P5 depetiding on qualifications and éiperiénces. 


Applications including full details of qualifications, experience and references.together with a passport 
ize photo should be forwarded to: : 

Section Chief, Finance ана Administration Section 
MRC Secretariat, PO. Box 1112, 364 М.М. Preah Monivong, Phnom Penh, Cambodia 
"Tel, No. «(855 23) 720 979; Fax Мол җ885 23) 720 972; 

E-mail mrosc?mremekong.org. 

Closing Date for Application: 31 October 2000 

Only short-listed candidates will receive acknowledgements 









INTERNATIONAL 
PROPERTY 


SWITZERLAND 
БМШ Lake Geneva & & Alps 
Attractive ji 

in SFr 260000, aei м 


кер 

Зиа опон 1875. тооно, сбад Ма 
REVAC S.A. 

52, Montbrillant, - .CH-1211 GENEVA 2 

Tal. «4122/7234 15 40,- Fax 734 12 20 
WWW.revac.net. 


BUSINESSES 
FOR SALE 


BUSINESS & 
PERSONAL 


] MMIGRATION 10 CANADA 









"Toronto, Ontario. MIS 181, Canada 
él (316) 482 3387. Fax: (416) 482 0647 
Email: jefodéakeanada cono wyeakcünada ccm 


Large Cattle Ranching and Agriculture 
Conglomerate in Argentina 


Unique opportunity 


For sale by owner 16 large adjacent 
ranches in Santa Fe Argentina. With more 


than 24,000 heads of cattle, agriculture. 
The best alfalfa in the world. More than 
85,000 acres in productivity. Excellent 
local management available. 


Contact: Dr, Caminos (412) 3722035/36 (USA) 
owccQaol.com 
httpl/www.redtail.net/Gwcicg 

Established since 1980 
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ACASY 





LATIN ECONOMIST 


syw 


4CAST, a leading provider of real-time analysis and strategy: T 


for financial markets, seeks a macroeconomist in its New York 
office to cover Latin America, The job entails macroeconomi 
analysis and development of innovative trading strategies for regioria 
equity, fixed income and currency markets. The ideal candidate w 
have 2-3 years experience covering the economies and: financia 
markets of Latin America. Fluency in.either Spanish or Portuguese a 
a post-graduate degree | in economics are highly desirable. In. return, 
4CAST offers a competitive package, a long-term equity scheme and 
a dynamic working environment.: : | 
Please submit CVs. via fax to + 44 20 7 963 6001, 
or via email to: research CV @ 4cast.net citing this advertisement. 
































































The 
Economist 


TO ADVERTISE WITHIN THE CLASSIFIED SECT ION, 
CONTACT: 


Paola Hamdan, London 
Tel: (44-20) 7830 7000 
Fax: (44-20) 7830 7111 
email: paolahamdan @economist.com 


Stephen Welch, New York 
Tel: (1-212) 5415730 
Fax: (1-212) 247 1325 
email: stephenwelch @ economist.com 


Research Position in Economics _ 


The East-West Center ie a publie: profit institution pro oting. 
understanding, relations; and Somma among the peoples of the U.S. 
Asia, and the Pacific. : B 


The Center is seekin; highly qualified c candidates to fila new, posi | 
economic studies. The Center's primary interest is in a candidate with 
‘strong grounding in..policy-relevant research im foreign: direct 
investment, international nance, and/or As 

investment. Applications | : 
background in the internaciona nsions of business organization and 
management and/or technologi 1 change. Researchers at the East-Wes 
Center need to have a strong interest in the Asia-Pacific region (including 
the US), be interdisciplinary and team-oriented in approach, and be able 
to communicate research results to public and private sector audience 





Applicants must have a Ph.D. or equivalent. Salaries ате commensurat 
with qualifications and experience. 


For further details on this position please see: 
http//www.EastWestCenter.org/about-eo.asp 
or contact the: 
Human Resources Office, East-West Center, 
1601 East-West Road, Honolulu, : 
HI 96848-1601, USA, FAX: 808 944-7970. 


Applications received by January 15, 2001 will receive full consideration. 
The EWC retains the right not to fill positions, 


An Equal Opportunity Employer 





































ASG CARD NO JOB OFFI 
IMMIGRATE то CAN A Provisions in U.S. Immigration m fnay make 
есап зер eligible for a U.S. GREEN CARD without nee 
25 Years Experience in Immigration Matters а job offer. H you are an experienced business 
The law firm of Soren & Peterson or professional, please fax your C.V., resume 
рое ы list of qualifications for review to: 
Law Offices af 
DOBKIN & SHERMAN, Р.С, 
32901 Middlebelt Road, Suite 500 
Farmington Hills; ML48334 U.S.A. 
Tel AAS BSS 8600 Fax HT 855.9788 Brent хасалт 






Canadian Businesses for Sal 


* "Toronto Industrial Credit 
(lending /loans//Savings) 
* Olympec Aggressive Growth 
Companies world - wide wA o s Minos 
//Brokerage & C 4 сз Bai 
a La Acct/ Office /Bks. Other Canadian business 
tel /fax/mail forwarding service & real estate available. 


UNITED KINGDOM 


Head Office - 


LAVECO Ltd 
Clos de Saignie, Sark, 
United Kingdom, GY9 OSF 
Raymond Terry Gibson 
Те: *44-1481-832-542 
Fax: +44-1481-832-116 
E-mail; sark@laveco.com 
HUNGARY 
Tel: +36-1-217-96-81 
Fax: 436-1-217-44-14 
E-mail: hungary@laveco.com 
ROMANIA 
Tel: +40-92-326-329 
Fax: +40-92-154-605 
E-mail: romania(ilaveco.com 
CYPRUS 

Tel: 4357-4-636-919 

















* Also Custodial Accounts set up 
w/min US$250K 
Serious Inquiries Only. 
CT Trust Group Fax (604) 871-003: 
service@capitaldevelopment.net 








































Lettersize, A4, and Legalsize. $650 to $695. 

Includes Glaser Insiders™ divider and detachable, adjustable 
shoulder strap. Milled black, textured walnut, milled walnut, 
or natural leather. 

















FINANCIAL 
PRIVACY 


* Offshore Banking Licenses - 
Ready Made Companies - 
Nominee Services 


















Please call for our free catalog. Toll free 800.234.1075. 
















* Confidential & Anonymous 
Banking - Offshore Credit 
Cards - International Mail Drop: 


GLASER DESIGNS : 


TRAVEL GOODS MAKERS 
























Fax: +357-4-636-920 and MUCH MORE at 
TIS ST. SAN FRANCISC PHONE 415.552. Sio ААК 
32 otis A ANCISCO, CA 94103 PHONE 415.552.3188 E-mail: cyprus@ilaveco.com оен 


FAX 415.431.3999 ECON@GLASERDESIGNS.COM 






Email: info reputablefirm.com 









































All New 2001 Edition! 


CoNNoiR 2001. 


American & Canadian Trade Directory 
CD & Print Edition 


Who can supply what we need? Where is the nearest distributor? Who do we selUbuy our 
products/services from? How do we contact them? Quick search by company name, brand or 
wade name allows you to contact company directly from the CD by e-mail, Get into a 
supplier/buyer's web site directly from the CD! Work with up-to-date info. 


ё 


* 10,8 million American & Canadian suppliers and buyers of consumer and 
industrial products and services including new contact info, web sites, number of 
employees, product innovations, complete branch office, locations, full 
product/service line descriptions, full trade/brand name descriptions, newly 
registered companies and most senior personnel for each department. Categorized 
by industry, sector and region, 

* 28,600 product & service categories sub-divided into industry, sector, region, 
state and province, 

* 46 million American companies CEOs, contact name, title, direct e-mail, 

telephone & fax, business type, web site details, direct weblink from CD, year 

established and number of employees for each listing including stock info. 

985,000 Canadian companies, CEOs, contact name, tite, direct e-mail, telephone 

" & fax, business type, web site details, direct web-link from CD, year established and 

FOR OUR 110 PAGE COLOUR BROCHURE CONTACT : | number of employees for cach listing including stock info, 

CW Forster (Director) | * 1200 Governmental Relations & Advocacy firms, High powered US & Canadian 

- | lobbyists for all interest groups. 

* 4500 USA & Canadian Financing/Funding sources allows government policy 
maker(s) and every business executive to research thousands of funding/lending 
sources for all major industries, sectors and government bodies. Includes asset based 
lenders, equipment finance, finance & factoring: firms, investment banks, IPO 
Underwriters & OTC marker makers, private lenders, industrial joint venture 
specialty firms, govt projects, real estate finance and venture capital sources. 





LIRE EE в E چ‎ 


Grosvenor Court, Tower $ 
isie of Man, Great Britai | 
TEL: +44 1624 815544 : | The most comprehensive and award winning research and. reference: tool. for serious 
FAX: +44 1624 817080 1. | executives and policy makers! Sold for US$278 for both CD & Print Edition (Seld As 


Su One Item Mac & PC Compatible) Forward Bank Draft International Money Order in 
E-mail: economist@acra.com å м favour of AHABH FINANCE INC CANADA 


Capitol Financial Services Group MAPO-BLDG 44673.349 West Georgia Vancouver 
www.ocra.com - 


British Columbia Canada V6B 4A 1 ‘Tel (604) 730-6007 Fax (604) 871-0089 
te Ref. CORR/O01DB iceécapitaldevelopment.net 
1509002 94 Certificated » A member of the Estate and General Group established in 1935 Quote Ref Á di idi : d 
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e OWNED BY LAWYERS AND ACCOUNTANTS e CONFIDENTIALITY GUARANTEED e BANK INTRODUCTIONS 


The SCF Group, est. in 1989 provides full ranges of offshore services at what we believe are the 
most competitive rales Currently available by a li licensed ا‎ firm. | 








For immediate, friendly advice, please contact: 


London SW3 6NJ LONDON: Janson Lotery В.9с Hons} DUBLIN: Peter Murphy B. Comm (Hong) 
DUBLIN: Teh £44 (0) 207352 2274 Tet: +253 (0) 1.662 1388 
27-29 Lower Pembroke St. Бас (0) 20.7795006 Fax: +453 (8) 1 602 1554. 
Dublin 2, iretand. E-mail: Janson@sctgroup.com - E-mail: prurphy@scfint iol ie 





90-100 бешен Sh Chelsea, 


Innovative and cost-effective solutions to protect your assets and minimise your tax. The Sovereiga Group is a professional global practica of 
leading tax specialists, operating in 17 ite inis Monde for over 10 years. For complimentary copies of our guides to international tax planning 
practical advice free of Кес унды. or 


5% Н mon Denton 
242 322 BAGG +35 57173 1: +852 2542 1177 АН 44 (0)20 7479 7070 
242 325 BAHS 350 70158 545 0550 1 +44 (0)20 7439 4436 
reignGroup.com gibi ereignGroup.com gnGroup.com uk @ Sovereign Group.com 5 очегейупбгоир. 


конф Иш : Www. SOVEREIGNGROUP.com 








OFFSHORE COMPANIES, TRUSTS, FOUNDATIONS, 
BANKS, INSURANCE COMPANIES 


http //www.global-money.com, http//www.Hagsofconvenience.com 
gmc @global-money.com Faxes: +1-416-3525168, +3120-5241407 
GLOBAL MONEY CONSULTANTS S.A. - FLAGS OF CONVENIENCE S.A. 









NEW AUTHORS 


PUBLISH YOUR WORK 


ALL SUBJECTS CONSIDERED 
WRITE OR SEND YOUR MANUSCRIPT TO: 
MINERVA PRESS 
,315 - 317 REGENT ST LONDON WIR 7YB UK 
www. minerva-press.co.uk 


International Calls Cost Up To 
orld. 


f you re looking for the finest international phone rates and service, 
look no further than New World Telecommunications. Because we 
save you up to 8596 cn all international calls. 


To the U.S. and U.K, ^5 true callback innovator New World 
ПТТ provides state-of-the-art voice communica- 
tions and the lowest possible rates for all 
intemational calls originating outside the 
United States through callback. 

Now you can call anywhere in the world 
at amazingly low rates. Perfect for home, 
office, hotel, fax, or cellular phones. Call 
today and be calling globally at 85% less 
the day after tomorrow! 


Call Today! 1-973-438-3168 


1402 Teaneck Road, Suite 114 
Wi Dem m oM 07666 
rid ах: 1-201-287- 842 
ewWorld economist@newworldtele.com 
www.newworldtele.com 



















© 2000 New World Teleconirounications. New World & x trademark of Mew World Tdecommunications. АЙ right cesenvedd 
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% change at annual rate The Economist poll industrial 
GDP GDP forecasts i 










OUTPUT, DEMAND AND JOBS America’s сор growth slowed to an annual rate of 2.7% in 
the third quarter, half the rate of the second quarter; сор rose by 5.3% in the year to the third 
quarter. Japan's industrial-output growth slowed to 3.9% in the 12 months to September. The 
jobless rate rose to 4.7% in Japan in September. It fell to 9.5% in France, the lowest for nine years. 


Retail sales Unemployment 
(volume) % rate 




















Netherlands 


_+ 39 02 

















in September. Mul-Sep, 








“Not seasonally adjusted. ! Average of latest 3 months compared with average of previous 3 months, at annual rate. T un-Aug; claimant count rate 3.6% 








tember—a real rise of 2.0%, after allowing for falling prices. 





PRICES AND WAGES Japan's consumer prices fell by 0.8% in the 12 months to September. In 
the same period, producer-price inflation, fuelled by rising energy costs, leapt to 6.7% in France 
and Italy and to 8.9% in the Netherlands. Japanese workers’ pay rose by 1.2% in the year to Sep- 





% change at annual rate The Economist poll 
Consumer prices* — consumer prices forecast Producer prices* Wages/earnings 
З mths" 1 year 2000 2001 3 mths" 1 year .3mths! 1 year 
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+06 + 1.9 Sep 








+27 +22 2 





+30 + 39 Aug 
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+07 + 3.3 0 





+34 +54 02 



































| 











COMMODITY PRICE INDEX 
Gold prices in London тесеп 
touched $263 an ounce, the lowest for over: 
year. The yellow metal has traded betweer 
$270 and $290 an ounce for most of the pas 
year. Its fortunes in 2001 will depend largel 
on how today's low investment demant 
responds to economic and political trend: 
according to cPM Group, a consultancy, п 
its "Gold Survey 2000". Total supply is ex 
pected to expand by 1.7% to 106.5m ounce: 
with increases in both mined and second 
ary supplies. Sales by central banks couk 
add 12m ounces to the market in 2001. Bu 
demand for jewellery and industrial uses 
which is expected to rebound by 4.3% tc 
106m ounces this year, is forecast to rise bx 
2.2% in 2001. India and Italy will use less golc 
this year, but in East Asia demand is likel 
to rise. 








1995=100 % change on 
Oct24th Oct 31st* one one 

RO o а _ month yea 

Dollar index 

Alitems тб 710. ~17 - 24 

food 0S, 698 - 03 - 15 

Industrials 

















industrials 797 788  - 32 + 93 
Euro index 

Ail items 112.5 _ 1102 
Food 
industrials — 
Yen index 
All items 





























$ per oz 270.35 26445 - 28 - 90 
Crude oil North Sea Brent 

$ per barrel 32.29 3050  - 23 +365 
West Texas intermediate 

$ per barrel — 3359 — 3298 + 33 +470 
* Provisional, * Nonfood agriculturals. 











Ш TAX BURDENS The latest figures for tax 
revenues as a proportion of Gpr show that 
the tax burden is rising among oEcp coun- 
tries. It went up in the late 1990s despite rel- 
| ative stability in tax rates. The increase has 
| come about through higher personal and 
| corporate tax revenues, as economic recov- 
| ery has gathered momentum. Since average 

income-tax rates rise as people earn more, 
| strongly growing economies usually mean 
| that more tax is collected as a share of in- 
| come. Corporate income taxes can mush- 
| room when corporate profits grow at a 
| higher rate than output. The average tax 
| burden throughout the ogcp was 37% of 
| бор in 1998. In the European Union it was 
413%, whereas in America it was 28.9%. 
Sweden takes the prize for the highest tax 











burden in 1999, at 52.1%. 
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INAN CIAL INDICATORS © 


MONEY AND INTEREST RATES Broad-money growthi in the euro area slowed to 55% in the 
| a2 months to September, but that was still above the ecs’s benchmark of 4.5%; narrow-money 
growth slowed to 6.6%. Australia's broad-money growth rose to 7.1% during the same period. 
























































Money supply* - interest rates *6 p.a. (Nov 1st 2000) . 

% rise on year a30 gyer. 3-mth money market banks 2-year __ 10-year gov't corporate 

narrow broad night latest ye year ago prime gov't bonds latest" _yearago bonds © 
Australia +95 «71 Sep 625 6.42 5.00 9.25 599 617 6.62 7.61 
Britain +86 +91 Sep 5.69 6.07 694 700 573 5.17 5.29 6.34 
Canada $146 +88 Sp 5.68 5.62 481 7.50 5.79 5.80 6.04 714 
Denmark та 439 wp 515 555 387 800 547 5.44 547 ^ 733. 
Japan +54 +19 sep 0.24 0.45 0.20 1.50 — 045 1,83 177  — 256 
Sweden +60 450 Sep 3.75 3.96 3.37. 4 66 444 5.09 5.59 5.01 
Switzerland 249 -22 Sep 320 3.50 229 i1 3.52 3.83 3.39 4.61 
United States -01 +100 Sep 6.63 6.50 5.94 9.50 5.85 5.73 6.00 7.52 
Euro-11* +66 +55 Sep 4,86 5.18 3.49 5.30 5.04 518 _ 506 6.18 





France 5.28, Germany 5. 18, ita italy 5.59. Benchmarks: Japan No. 225 1.82, US 30-year 5.78. * Germany for prime and bonds 





“Narrow: М except Britain MO, broad: M2 or M3 except Britain M4. Sources; Commerzbank, Den Danske, J.P. Morgan, Royal Bank of Canada, Svenska 
Handelsbanken, Warburg Dillon Read, WEFA Group, Westpac, Thomson Financial Datastream.Rates cannot te construed as banks’ offers. 








| STOCKMARKETS The Nasdaq Composite index jumped by 5.6% 0n October zistas high-tech- 
nology stocks rebounded. However, profit warnings on November ist from WorldCom, a tele- 
coms company, and Altera, a chip maker, reduced the index's rise on the week to 3.2%. 





































































































Market indices % change on 
: 2000 one one record — Dec 31st 1999 
Nov 1st high low week year high — inloal — in$ 
DIR NT SUAE d currency terms 
Australia (All Ordinaries) 32242 33304 29200 +03 +102  - 32 +23 -184 
Austria (ATX) _ 113068 12361 10284 +26 - 12  -349 - 56  -193 
Belgium (Bel 20) 31504 33404 25322 + 38 +02 -144 = 57 -193 
| , Britain (FTSE 100) 17764976 6,9302 59946 +14 +28 ~- 68  - 68 -163 
7 Canada (Toronto Composite) _ 9.5940 11,3888 81142 + 09 +326 158 +140 + 84 
Denmark (Copenhagen SE) 10004 10390 — 7551 — - 21 +438 - 37 +291 +105 
< France (SBF 250) — 40486 43907 35128 + 21 +287  - 78 + 62 - 91 
Germany (Xetra DAX) _ . 70591  &0650 64653 + 46 +269 
italy (BCI) (20617 21823 16064 + 28 +433 
Japan (Nikkei 225) (148724 208332 144646 + 02 ~ 173 
(Topix) 14185 25076 13800 + 08  - 97 
“| ‘Netherlands (EOE) 6847 — 7016 6124 +24 +182 
7 Spain (Madrid SE) 97289 1,146.2 9472-11 +99 | І 
17 Sweden (Affarsvarlden Gen) 53764 69606 50956 + 3.1 +258 ~28 - 23  -153 
` |. Switzerland (Swiss Market) 79857 83770 67814 +19 4 99 = 51 +55 - 50 
|. United States (DJIA) 70,8995 117230 9,960 + 55 + 27  - 70 -52 - $2 
(S&P 500) 14212 1,5275 13298 + 41 +49  - 70  - 33 - 33 
(Nasdaq Comp) 33334 50486 30747 + 32 $10]  -340  -181 -181 
| Europe (FTSE Eurotop 300) — 16512 1050 14/25 + 10 +224 = 32 + 43 -108 
"Euro-11 (FTSE Ebloc 100)* 14927 1,5505. 2777 + 27 +322 =- 37 +78 - 78 
World (Msc) 12882 14488 12170 + 38 +09 -1 ma 93 
World bond market (Salomon): — 4230 — 4400 4148 + 12 = 44 ~ 8&0 ла - 32 

















| ^n euro terms. Morgan Stanley Capital International index includes individual markets listed above plus eight others, in dollar terms. 
Salomon Smith Barney World Government Bond Index, total return, in dollar terms. 3Oct 31st. 


* 
| 





| Geography, a Washington-based research- 
















N TELEPHONE CARRIERS Long distance. | 
carriers suffered from price declinesin 1999. 
However, international telephone-call vol- - 
umes increased by 15% to 107.8 billion mine 
utes, according to the latest report by Tele- 


group. America's Teleglobe, ranked’ nth, 
saw telephone-call volumes rise by 102.3% 
between 1998 and 1999. Outgoing calls оп: 
Deutsche Telekom, theformer German mo- 
nopoly, dropped: by 181%. The company . 
has lost. half of its long-distance market 
share and revenues since the introduction | 
of competition two years.ago. | 


































| TRADE, EXCHANGE RATES AND BUDGETS Theeuroarea s lipped into a trade deficit of $0.9 billion in August, t compared with a surplus of 
$2.8billion a year previously; the 12-month trade surplus shrank to $22.5 billion. The euro area's 12-month current-account deficit also widened, 
to$21.6 billion, in the year to August. In trade-weighted terms, the euro's value rose by 2.6%; the yen lost 1.9%, and sterling sank 1.6%. 

















































































































Trade balance*, $bn Current account Е Exchange rate Currency units — — — — Budget 
latest latest 12 $bn The Economist poll "trade-weightedt per per per 
month months latest 12 mths % of GDP, forecast Nov ist year ago $ £ euro 
2 2001 .Novist увагадо 
- 028 Sep 66 - 209 02 46 39 71! 802 191 185 277 164 17 
- 012 й ~ 42 - 5B Aug 3 23 989 1014 161131 232 138 
+ 174 d$ + 153 + 108 ля 40 4.1 “973 1005 68.1 403 
Britain OOo - 338 Mg — - 446 = 1720 16 18 786 106i 069 бв - 059 X 
| + 269 Aug _ + 299 + sag 09. 13 784 796 . 153 147 221 13 
* 0.48 м + AB + 27 to 994 1032 | — 126 744 
- 032 Ag + 84 + 336)4 — — 23 22 998 1036 76 111 656 705 O 18. 
+ 344 Aug + 633 - 244 Aug EK 07 962 1008 238 187 . 330 196 
+ 105 Ab + 46 - 29 02 02 712 739 2258 1848 31269 1936 
+ 876 Aug +1257 +188 Au 26 24 158723 1497 108 105 7 157 9303 
+ 131 Aus + 129 + 20302 49 o 48 _ 960 996 257 210 372 220 
- 380 jul - 393 - iB 28 425 730 | 793 194 . 159 28) 166 
+ 1.11 Sep + 149 + 51 Aug 2.5 24 _ 809 828 986 827 143 846 
+ 0.52 spi + 03 + 325 92 106 100 1059 1043 178 — 153 257 152 
-2944 Aug 404.0 23935 02 43 42 155 1044 = 14 086 C92 | 
- 0.90 Au + 225 216 Auy* 02 0.4 354 BAI — 17 095 16)  - 














Not seasonally adjusted. * "New series. 





*Merchandise. Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others cif/fob. 119902100, Bank of England. OECD estimate 
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Ш FOREIGN BANKS Foreign ownership of 
banks in: emerging economies. increased 
dramatically during the 19905, according to 
етме? latest International Capital Mar- 
kets report. In Central Europe, for instance, 
the share of total bank assets controlled by 
foreign banks has risen from less than 10% 
in 1994 0 over 50% in 1999. (Foreign control 
is defined as foreigners owning more than 





50% of the total equity in a bank). The rapid | 


rise in such ownership of Central European 
banks took place as many banks were pri- 
vatised, often after banking crises in the 


| early 19908. At first, medium-sized banks | 
were sold. More recently, large state-owned 


savings banks and foreign-trade banks 
have been privatised. Hungary was the first 
country to start privatising its banks, and it 
now has the highest level of foreign owner- 
ship (57% of banking assets). Poland comes 
second (53%). 

In Latin America, foreign involvement 
in the banking system goes back several de- 
cades, But the 1990s saw а big increase in 


foreign control: Spanish banks, in particu- 
lar, have been on a buying spree in Latin 


America. Chile has the highest share of for- 


.eign control (54%) of its banking system. Ar- 
| gentina comes second with 49%. In Mexico, 


the share of assets under foreign control 
stood ati9% at the end of 1999. During 2000, 
however, that total has increased to around 
40%, as the second- and third-largest Mexi- 
can- banks were sold to foreigners. Only in 
Brazil, where a lot of bank assets are still un- 
der government control, and where there 
are three large, healthy private Brazilian 
banks, is the share of banking assets under 
foreign control likely to remain relatively 
low. 











КЕТ INDIC TORS 


ECONOMY Current-account surpluses for the year to September shrank in South Korea and 
Thailand.India's12-month deficit widened to $5.6 billion. South Africa's trade surplus fell in the 
year to September. In the 12 months to October, consumer-price inflation rose in Indonesia but 
fellin Thailand. In India, inflation rose in September to 5.5%, up from 4.0% in August. 











7 Change оп year earlier — | Latest 12 months, Фп. — Foreign reserves*, $bn 
GDP industrial Consumer Trade Current Latest Year ago 
production prices balance account 
China + 8200 +12.0 Sep nil sep +28.8 sep 415.7 1998 160.1 sep 1547 
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91.4 Aug 
(1130 ag 11021 
Т7 оа +64 99 Sep (316 Ae — 315 
246 Aw 240 
(000 M oa -237 e 3 314 Aug 400 
146 M 147 
-05@ B4 ag 79 
.-158 m ^ 341 Sep 326 
+ 159 sep 121 wy +1002 130 aug 107 
+ 9.4 2000 + 26 Aug WMS pe 120 139 un 168 — 
+57м + alse -68an -699 151 M, 218 
israel _ € 560 — +198 Ag пур — - 743p - 15q 222 we 219. 
2 +41 Ag + 683 — £295» -O03Q 61 Ag 92 
£17.) Aug + 49.0 Sep ASM 74 245 A 233 
+110 Aug + 4] р 2149 124 Sep 1019. 
32319 + 10.3 Sep — = 09 
0520 + 50 5р ж 103 ар 14 2120 лу 
вто _ + 7.2 sep + 187 Sep +53.6 aug +314 Qi 





“Excluding gold, except Singapore; IMF definition, Year ending June, * *New series 





FINANCIAL MARKETS Taipei fell again as Taiwan's president faced the threat of impeach- 
ment; he had scuttled plans to build a nuclear power station. Progress on reform of Turkey's 
banks pushed Istanbul up by nearly 4% on November 1st. The South Korean government's re- 
fusal to bail out an indebted construction company, Dong Ah, boosted confidence in Seoul. 

% change on 





_per£ short-term 


Nov 1st 








Nov tst “year ago Nov st % p.a. 
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679,660 - 983,808 


























40.6 SBB 540 505 
y 37 24 445 12.03 

460 429 566 1975 

279 з 403 28.00 








*inflation-adjusted. Tin dollar terms. Oct 31st 

Sources: National statistics offices, central banks and stack exchanges; Thomson Financial Datastream, EIU; Reuters; Warburg Dillon Read, LP Morgan; 
Hong Kong Monetary Authority, Centre for Monitoring indian Economy: FIEL; EFG-Hermes; Bank Leumi Le-Israel; Standard Bank Group; Garanti Bank; 
Deutsche Bank; Russian Econom Trends 
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What 1f you're a 
good company 






Capital and insurance markets 
are eager to provide capacity. 

As long as you're in the right 
market at the right time and your 
need can be met with standard 
products. If not, you could be 
left out in the cold. 


Enter Centre. 


When conventional sources of 
risk capital are stymied, we make 
deals happen. Helping companies 
obtain financing and manage risk 
through unique forms of credit 
enhancement, financial products 


but you're in an viae min 


9 
unfavorable market? 


CENTRE 


www.entercentre.com A member of the QÐ Zurich Financial Services Grow] 
| 


Bermuda Dublin Hong Kong London New York San Francisco Sydney Zurich Products offered as appropriate through financiol sermces, insurance ond reinsurance 


4 -1-818-: L А 4 $ ? |; i componies thet are members of the Zurich Finaecial Services Group, Products may 
441-295-8501 353-1-818-9800 852-2230-9850 — 44-207-816-0816 — 212-898-5300 415-977-7850 61-2-8247-2800 41-1-229-9500 sut be valide in al uin п. ©2000 Cente Group Holdings 7 


The feel-good hit of 


the 21st century! 
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It wont work. It doesn't make 
sense. It cant be done. Do it 

this way. No. That way. Stop. 
Imagine a different way. 

Zurich Financial Services Group. 
With 68,000 employees. In more 
than 60 countries. And over 

a century of experience. Offering 
risk management solutions 

that go beyond the traditional. 
To the unexpected. Helping 

you achieve your financial goals 
with the right investment 
opportunities. Now' the time. 


Explore new waters. 


ZURICH 


FINANCIAL SERVICES 


Your aspirations. Our passion. 


www.zurich.com 
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Ruud and the refugees 


Si& —Most of us who work for in- 
ternational humanitarian agen- 
cies hoped that the new United 
Nations High Commissioner for 
Refugees would have a high in- 
ternational profile and a strong 
commitment to refugee protec- 
tion. Ruud Lubbers certainly 
brings a high: profile to the post. 
But while we know all about his 
views on globalisation it is a pity 
that we know nothing about his 
views on refugee protection 
(“Ruud surprise", October 28th). 
You are wrong in lumping to- 
‘gether as "egomaniacs" Sergio 
Vieira de Mello (his correct name) 
and Bernard Kouchner. Most of 
those in the humanitarian: com- 
munity who have worked. with 
Mr Vieira de Mello over the years 
"would be puzzled by the label, 
“апа we would have been de- 
lighted if he had been appointed 
as high commissioner. 
; JoeL MCCLELLAN 














SIRAS a UNHCR staff member 
‘of many years’ standing, and опе 
“who was dreading the results of 
the selection from the declared 
field of ca tes for high com- 
missioner. for refugees, I should 
like to express relief that Mr Lub- 
г bers has got the job. At the best of 
times, the. post is the most diffi- 
cult in the un system. The com- 
л missioner's role is both to gener- 
ate and exercise the moral 
authority of the international 
community in regard to displace- 
ment and to lead a team imple- 
menting it. Not the job for overly 
ambitious "egomaniacs" but for 
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the sensitive political heavy- 
weight, which Mr Lubbers is by 
all accounts. 

One of the most important 
tasks Mr Lubbers faces will be to 
get the UNHCR'S protection act to- 
gether in the post-cold-war era: 
widening protection to include 
the civilian victims of internal 
conflict in co-ordination with the 
competent national authorities. 
Another task is to overhaul ‘the 
indifferent and Byzantine admin- 
istration of UNHCR, which often 
contrasts so negatively with the 
organisation’s high ideals. Then 
there is the staff, which the statute 
requires be selected from “per- 
sons devoted to the purposes” of 
the UNHCR. Some are, some are 
not. The invidious task of separat- 
ing sheep from goats is an essen- 
tial prerequisite to the committed 
hands-on leadership which the 
UNHCR needs from its new high 
commissioner. 


Crozet, 

France WILLIAM CLARENCE 
ait i ی‎ ima inae ТЕРУ M ا‎ A" 
Physical geography 


Si&—In your article on CERN 
("Cause for concern?”, October 
28th), Europe's high-energy-phys- 
ics laboratory, you refer to the site 
of the cancelled Superconducting 
Super Collider, calling it “A giant 
hole in the desert in Texas”, This is 
a mischaracterisation of the land- 
scape surrounding Waxahachie. 
Far from being a desert, the ter- 
rain consists largely of gently roll- 
ing grasslands interspersed with 
lightly wooded areas. In fact, it is 
rather lovely and far removed 
(conceptually and geographically) 
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from the Texas that consists solely 
of deserts populated entirely by 
cattlemen and oil barons. 





Austin, 

Texas GLEN MARTIN 
ТЕЙ see cance - JA 
Eye catching 


Six—1 subscribe to two British 
journals: The Economist and 
Private. Eye. 1 had thought it an 
impossibility to confuse one with 
the other. Until, that is, I read 
Charlemagne on Elisabeth Gui- 
gou (October 28th) To see the 
French as peculiarly sexist or 
more prone than others to judge 
women politicians on their ap- 
pearance is nothing if not satiri- 
cal. is Charlemagne entirely un- 
aware of the scandalous 
comments on Ann Widde- 
combe’s physique which appear 
frequently in the British press? Be 
warned; should you ever again 
cause me to splutter in my gin 
and tonic I shall cancel my sub- 
scription to your esteemed organ. 





Jumieges, 

France Том Kitcourse 
——' Ки 

Plum lines 


Sir—Jeeves has it right about 
poor Peter Mandelson's loan from 
Geoffrey Robinson (Bagehot, Oc- 
tober 21st). Not since the nefarious 
pignapping of the Empress of 
Blandings has someone suffered 
so much as Mr Mandelson from 
buying a pig in a poke. As Jeeves 
often remarks, "Uneasy lies the 
head that borrows a crown, much 
less several thousands." 





Pacific Palisades, 

California Bos BAKER 
مس‎ 2 — | 

Apple turnover 


Sir—The press has always been 
poorly informed about Apple 
Computer, its technology, and its 
users ("Cracks in the cube", Octo- 
ber 7th). First, it is not clear that 
the lines in the transparent case of 
the G4 Cube are cracks; they seem 
more likely to be mould lines. The 
fact that they are barely notice- 
able is actually a testament to the 
design prowess of Apple. 

Also, to say that Apple has not 
been able to attract new users is 
ludicrous. A large portion of the 
growth of Apple sales has been to 
new Pc users. To imply that the 





attraction of Macintosh comput- 
ers is only due to their industrial 
design is to do a disservice to your 
readers. The superior usability of 


Mac systems speaks for itself. 
London, 
Canada SHERMAN LANG 


RR EUR REB КЫЫС КАСЕН 


Automatic reply 


Sig — Your article on Knob Creek's 
machinegun shoot is a pathetic 
tilt at legitimate gun owners and 
collectors ("The guns of October", 
October 21st). The point of this 
event is that no one gets shot or 
wounded. It is good clean fun and 
allows а few people to live out 
some harmless fantasies in a care- 
fully controlled and policed envi- 
ronment. You seem. inspired by 
that mean spirit of Puritanism 
which НІ. Mencken defined as 
“the haunting fear that someone, 


somewhere may be happy." 
Auckland, PHILLIP 
New Zealand WALLINGTON 


Rational actor 


Six —Inexplicably, your Econom- 
ics focus (October 28th) identifies 
me as sceptical of recent research 
by my professional colleagues. 
The Economist did not solicit my 
opinion for the article. Had you 
done so,1 would have expressed a 
high degree of admiration for the 
innovative research described. 
Apparently you did talk to an 
economist who heard me use the 
term “wackonomics” (though not 
in reference to the research pro- 
jects you discuss), 1 cannot even 
claim credit for coining this clever 
term—I first heard it used several 
years ago by Orley Ashenfelter, a 
Princeton economist. 

LOWELL TAYLOR 

Camegie Mellon 
Pittsburgh University 


SIR—Mr Taylor is not а sceptic 
about economic models of social 
norms. On the contrary, he, Renee 
Landers and James Rebitzer have 
done pioneering work on seem- 
ingly irrational norms in orga- 
nisations. They explain that the 
long hours worked by young law- 
yers in large law firms can be 
rationalised as an exaggerated sig- 
nal of commitment to their firm. 
The signal is necessary to dis- 
tinguish good potential partners 
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Boston 





would ‘slacken after reaching 
partnership. 
» This approach is по. less 
“wacky” than my explanation for 
protracted yeshiva attendance by 
ultra-orthodox Jews in Israel, 
who were studying full time until 
40 years old on average by the 
mid 1990s. Study in yeshiva is a 
sacrifice of time by which one sig- 
mals commitment to an ultra- 
orthodox: community that may 
Бе concerned about free-riders— 


D those. who would benefit from 


the community's generous provi- 
sion of mutual aid without 
“contributing their share. As in law 


firms, what looks like irrational 


‘behaviour may in fact be a com- 
munity norm which efficiently 
‘discourages free-riding. 
Unfortunately, the тоге at- 
tractive. membership becomes, 
“the more costly the signal of com- 
mitment required to discourage 
potential free-riders. That is why 
"dnereases in government subsi- 
dies to ultra-orthodox communi- 


. tes in Israel have sharply in- 


: creased. the duration of yeshiva 
attendance. These durations are 
inprecedented in Jewish history 
nd unmatched by ultra-ortho- 
dox communities outside Israel. A 
large component of the gov- 
rment subsidy is a draft de- 
.ferral for yeshiva. students. Un- 
» derstanding the role of signalling 
“resolves the puzzle of why yeshi- 
"va attendance did not fall sharply 
at 35 years old when ultra-ortho- 
dox men typically became. draft 
“exempt anyway. Even when the 
subsidy becomes irrelevant, there 
ds still a need to signal. 
A EL! BERMAN 
Boston University 


:Sm--You take pride, and show 
surprise, that three leading aca- 
demic journals have published 
articles showing how economic 


p thinking can be applied in what 


` might: appear unlikely areas. 
‘However, this is part of a long 
trend. The real surprise would be 
cf these journals published arti- 


cles, showing how economic 


‘thinking could-not be applied to 





апу area. 
Barcelona Rosin HOGARTH 
— S PR RRRA ی ھی‎ CRT اک ی ن‎ м 
— — Guerrillagram 


~ SiR—At least two of the compa- 
nies you use to illustrate your ar- 
онсе on “guerrilla” marketing 
(“Guerrillas in. our midst", Octo- 
“Бег 14th) have gone, or are going, 


8 


from. free-riders: lawyers who “out of ‘business. Clicking on to 





Kibu.com takes you to a sad page 
admitting they are kaput. Fucked 


company.com assured me that 


drdrew.com would: run out of 
cash by the end of October. it 
would appear that guerrilla mar- 
keting, at least in the web world, 
does not work. 

Berkeley, 


California Tim CLEVES 





Unhistorical moment 


Sig—So Jean Chrétien seeks “to 
be the first Canadian prime min- 
ister to win three majority gov- 
emments in a row” (“Chrétien's 
October surprise", October 21st)? 
What about Sir John A. Macdon- 
ald (1878, 1882, 1887, 1891), Sir 
Wilfred Laurier (1896, 1900, 1904, 
1908) and W.L. Mackenzie King 
(1935, 1940, 1945)? However, Mr 
Chrétien could be the first to win 
three majority govemments in his 
first three tries. Not exactly the 
sort of thing that gets a big place 


in the history books though. 
Pittsburgh DAVID GAUTHIER 
ЕРИНЕ i cies E 
Heath's triumph 


Sir—After such a scathing Bage- 
hot (October 28th), it is hard for 
me to inform you of an historical 
interpretation regarding Sir Ed- 
ward Heath’s singular achieve- 
ment as prime minister. Bagehot 
writes of the “wildly exciting mo- 
ment” in May 1971 when Sir Ed- 
ward told the world that he had 
talked France’s president, George 
Pompidou, into repudiating 
Charles de Gaulle’s infamous 
veto on Britain joining the Com- 
mon Market. In fact, it was really 
Michel Jobert, then secretary- 
general of the Elysée Palace and 
Pompidou's right-hand тап, 
who orchestrated the change in 
Frarico-British relations and Pom- 
pidou's attitude towards Britain 
joining the Common Market. 

The strategy was put in place 
back in the early 1960s when Sir 
Edward and Mr Jobert, then di- 
rector of Prime Minister Pompi- 
dou’s cabinet, met over many 
summer holidays in Spain. Pom- 
pidou was less pro-English than 
he was anti-German; British entry 
was seen as a way to counter Ger- 
man influence in Europe. Pompi- 
dou also feared that his own min- 
isters would make premature 
concessions in negotiations with 
Britain. So Mr Jobert got carte 


“blanche to set up the first secret 
“diplomatic shuttle between Paris 





- and London to prepare for what 
‘turned out to be a last-minute 





summit, keeping at bay the reluc- 
tant members of the French and 
British governments. 

Lastly, Pompidou was less a 
Gaullist than he was a pragmatist, 
refusing to put on the negotiating 
table the recurring problems con- 
cerning Britain's contribution to 
the budget, fishing rights or New 
Zealand's milk-product exports. 
Luins, 


Switzerland M.K. WEED 


Sig —Bagehot's assessment of Sir 
Edward's career starts as а wel- 
come antidote to the selective ha- 
giographies available elsewhere. 
Also, his assessment that Sir Ed- 
ward's weakness was the neces- 
sary progenitor of Thatcherism is 
on target. 

However, Sir Edward's sup- 
posedly major role in driving Brit- 
ain into Europe is equivocal. By 
1969, de Gaulle’s famous 1963 
"Non" was looking increasingly at 
odds with economic reality. The 
French president, Pompidou, who 
had been sacked by de Gaulle in 
1968, needed little persuasion to 
reverse the veto. Nevertheless, Sir 
Edward somehow managed to 
concede manifestly unfair British 
contributions, particularly to the 
Common Agricultural Policy, 
which played directly into the 
hands of domestic opponents of 
fuller integration. Lady Thatcher 
was still using that very cudgel at 
Fontainebleau in 1984. 

European integration is a tide, 
with its own logic and its own 
ebb and flow. Yachtsman Heath's 
failure to time the tide correctly 
added to the swell of domestic 
opposition and so, if anything, 
probably delayed Britain's steady 
drift toward the Continent. 

New York = ANGUS MCCALLUM 


Sharing Jerusalem 


Si&—You mention that Temple 
Mount/Haram al-Sharif, or better 
the whole Old City of Jerusalem, 
might formally be declared to be 
under the sovereignty of God: 
God, the father to the Christians; 
Yahweh of the Jews; and Allah of 
Islam (‘“Jerusalem’s split sover- 
eignty”, September 16th). This is 
imaginative, sensible, and per- 
haps the only way to resolve this 
central part of the confrontation 
in the Middle East. 

This would presumably mean 
that sovereignty would reside 
with a trio of representatives of 











the three faiths, perhaps entitled 


‘consuls in the ancient sense of su- 


preme magistrates. The method of 
appointment. would present 
enormous problems, but not in- 
surmountable ones. The least dif- 
ficult would be a Christian repre- 
sentative, maybe from the 
Orthodox community, though 
careful ecumenical consultation 
would be needed. For the Mus- 
lims, ап eminent leader of the 
faith, not closely connected with 
any government. For the Jews, а 
respected and — non-fanatical 
rabbi, preferably not connected to 
any of Israel's religious parties. 

Each faith would have to. pro- 
pose a representative acceptable 
to the others. The representatives 
could serve for terms of {уо to 
four years. They would have:to be 
supported by a council, perhaps 
elected by the essentially Muslim 
population of the Old City, bal- 
anced by an equal number 
elected in Israel, and. а small 
number representing Christian: 
interests and concerns. 

There are many aspects of this 
idea which require deep and 
careful thought, from the exact 
area of sovereignty (which should 
hopefully include Gethsemane), 
to the role of the ом. But such an 
enterprise certainly seems worth 
exploring both by the faiths and 
the international community: 
with a view to action. 

Cambridge Davin KITCHING 
ag و ی ون تت‎ Sm ce E 


Small change 


$тк—1 started collecting coins 
only a year ago when I was ten 
years old. My father showed me 
your article on small coins 
("Short-changed", October zist), 
and asked whether it is true that 
the Italian so-lire coin was indeed 
the smallest. The 5o-lire is 15mm 
in diameter; 1 have found eight 
coins.that are smaller. A one pe- 
seta from Spain is 13mm in diam- 
eter and is the smallest in my col- 
lection. At 14 mm are a one 
kopiyka from Ukraine, ten cents 
from the Netherlands, one groszy 
from Poland, one santim from 
Latvia, опе Корек from Russia, 
one cent from Singapore and one 
cent from South Africa. 

1 also have a one tiin coin from 
Uzbekistan, which is the same 
size as а 50-lire, but much smaller 
in value: about 75000 would be 
worth $1. Even if it is a tiny coin, 
that is quite a challenge for any 
piggy-bank. 


Rome KONSTANTIN ZHUROV 
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Pricesaroundtheworld.com is a site for both the sales and procurement 
department of any company (click www.pricesaroundtheworld.com ). Subscribers 
to our site provide the price of the products they sell and obtain the price of the 
products they buy. We are a worldwide broadcast system that integrates buyers 
and sellers into the global market through price information. 


Pricesaroundtheworld.com is the fastest growing Internet company in the world 
and is positioned to become the Web's premier price information page for 
business and industry. Here is your opportunity to join this elite, dynamic, fast- 
расей, and well capitalized organization. We are currently seeking experienced 
professionals to join our executive team. The salaries for these positions are in 
the six-figure range, and we offer a generous stock option plan for our executives. 
We are located in Washington, D.C. 


T Chief Officer of Quality Control | 


Pricesaroundtheworld.com is seeking a Chief Officer for its Quality Assurance department 
to join our dynamic management team. The Chief Officer will бе. responsible for ensuring 
that website data are complete, accurate and properly classified through the following 
activities: data inspection, performance analysis, process. improvement, and classification 
code management. Must have 5-10 years Quality Management experience; a bachelor's 
degree in business or шарп technology. Procurement and UNSPSC coding experience 
a PLUS! 


{Û Dir Director of Data Processing 


Our Director of Data Processing will, analyze data processing requirements to. plan data 
processing system that will provide system capabilities required for projected work loads, 
and plans layout and installation of new system or modification of existing system. 
Confers with data processing. and project managers to obtain information on limitations 

сапа capabilities required for projects.and projected work load. Evaluates factors such as 
number of departments serviced, reporting formats required, volume of transactions, time 
requirements and cost constraints, and need for security and access restrictions to 
determine hardware configurations. Ideal candidate will have 5-10 years Data 
Масе деп: experience and degree in Information Systems. 


Send your resume: е today to: ^. 
Шш kasd Qu ides com or dax to: 1-202-777-8557. 
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EUROPEAN CENTRAL BANK 


VACANCY AT THE EUROPEAN CENTRAL BANK 


The European Central Bank (ECB), established in Frankfurt am Main on 1 June 1998, is seeking to fill the vacancies 
detailed below in the Directorate General International and European Relations. 


The ECB has its own terms and conditions of employment, including a competitive salary structure, retirement plan, health 
insurance and relocation benefits. Candidates must be nationals of a Member State of the European Union. © 


Тһе Directorate General International and European Relations (DG-IER) is responsible for the preparation and 
representation of ECB positions in multilateral international and European institutions and fora, as well as in bilateral 
relations with foreign central banks and other relevant foreign organisations 


| ECONOMISTS IN THE BILATERAL RELATIONS DIVISION - 
_ (WITH FOCUS ON EASTERN EUROPE) 


(Reference: ECB/007/01/TE) 


seeking highly qualified, policy-oriented economists with knowledge of the economies of central and eastern Europe 
i| Relations Division. The Division is in charge of the ECB's bilateral relations with countries outside the EU 
ues arising in this context. The Division places a special focus on accession countries and co-ordinates technical 
vities vis-à-vis the central banks of these countries. 


e successful candidates will involve the monitoring of developments and policies in the countries concerned, with 

reference to issues relevant to central banking, such as exchange rate strategies and economic convergence. They will 
towards the formulation of ECB policy positions and maintain working relations with institutions in third countries, 
the preparation of bilateral visits and policy seminars. One of the positions will also include the co-ordination of 
technical assistance activities with other central banks, for which experience in technical co-operation programmes ~ either in 
central banks or international institutions ~ would be an asset. 


C B 

* Advanced university degree in ecónomics or related discipline, or proven ability to perform the tasks commensurate with 
such formal qualification, preferably with a sound background in macroeconomics and international or transition-related 
policy issues. A Ph.D. and a research and publication récord would be valuable assets., 

* For one-of the positions, working experience in central bank-related technical co-operation would be desirable. 

* Knowledge of the economies of central and eastern Europe and of the key policy issues arising in the context of the 
accession process (exchange rate strategies, real and nominal convergence). 

* Very good command of English with proven drafting ability. Working knowledge of at least one other official 
Community language is required. 

* Ability to work efficiently under time pressure. 


* 


Applications should be submitted. in English and include a covering letter, a curriculum vitae and a recent photograph, 
together with references confirming the required experience and skills. They should be addressed, quoting the reference 
number, to the European Central Bank, Directorate Personnel, Postfach 16 03 19, D-60066 Frankfurt am 
Main and should reach us no later than 30 November 2000. Applications will be treated in the strictest confidence 
and will not be returned. 


To meet the deadline, applications may be sent beforehand by fax to fax number +49 69 1344 - 7979. However, this is 
not a substitute for the original, which must still be submitted by mail. 


This vacancy is also published on Internet: http://www.ecb.int but applications should only be submitted on paper 
via surface mail. 
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New roads ahead. Rapid progress. 


Feels good to set the pace. 


Business Process Consultants 


You've got the instincts to help build the new 


economy. You've got the passion to contribute 


and create. You want to be a part. of setting the 
pace for the future. 


Andersen Consulting is at the epicentre of 
the forces that are changing the way the world 
^^ works and lives, In this rapidly changing world, 
traditional sources of market differentiation 
no longer provide a competitive edge. Superior 
`. processes, on the other hand, area source 
“of sustainable advantage, which 15 why we 
; are looking to recruit experienced process 

professionals who have a creative approach 

to changing business. 
Working with Andersen Consulting clients, 
your bright, new ideas can become reality by 


providing a spectrum of solutions from improving 


efficiency to re-designing business functions. 


Excellent processes need excellent people. 
We need to foster the best knowledge and skills 


to help our clients thrive in today's marketplace 


and be at the forefront of the e-revolution. 
Ifyou have a strong academic background 
combined with two or more years" experience 
in business process analysis, design or delivery 
gained as an external consultant or as an. 
internal employee in the private or public 
sector, we would like to hear from you. 


Bring your current business process 


knowledge and skills to Andersen Consulting 


and we will invest continuously in your 


professional development. Take advantage of. SEN 


nonstop learning opportunities that will help 
you td build and develop the most.current, 
market-relevant skills available. 








To find out more about haw you can use: 
your creativity to set the pace for the future, 
please contact Karina Macuix and Porteur Keene 
at Camron James, 179 Queen Victoria Street, 


“London ECAV HA Email: aci camron- 
“james.cowuk. Telephone: 020.7415 2860. 


For more information visit careers.ac.com- | 
This isa great time to be;part of our firm 


zas we re-invent ourselves aad seize new 


opportunities: 





` Asian Development Bank's overarching goal is to reduce poverty and improve the qu lity of life of people in the Asian & Pacific regi 


inancial 


The Position: 


anagement Specialist 


The Requirements: 


+ Ensures that all financial analysis and fir cial management aspects in assigned 
projects and programs. аге addressed fo enhance quality and consistency 

+ Coordinates and interacts with ol artments and divisions on.aspects of 
institutional development, capacity bull ding, and qual Шу control within Executing < 
Agencies (EA), as well as other sector requirements for improved: financial mal 
agement practices 

* Recommends measures and mechanisms that will assist divisions and EAs i nis 
ensuring the timely submission.of Audited financial reports and adherence to.” 
agreed financial covenants — 

+ Assists in the review of audit reports and resolves issues and qualifications 
arising therefrom 


+ CA, CPA or equivalent qualification and preferably a Master's or equiva 
lent degree in economics; finance, accounting er business 

* Mini 1 if D years. experience. 

* Exposure b development projects i in the Asian and Pacific region or de 


veloping counties, and adequate experience i audit work, preferabil 
both internal and extemal 


+ Demonstrated excellent oral/written communication skills, and ability to 
work with senior officials 


Established in 1966 and headquartered: in Мапа, Philippines, ADB's multicultural staff come from over 45 member countries. ADB offers an intemational 
competitive salary paid in US dollars, Salaries and benefits are generally free of tax except for citizens of some countries, primarily the- USA and the Philippines. 

. whose incomes are taxed by their respective govemments. Applicants should be nationals of one of ADB's member countries. For further information, please visi 
www.adb.org and look for Employment under Resources, 


Send CV and cover letter by fax, mail or online using MS Word format quoting R . 00-043 by 25 November 2000 to: 


Tel: (63-2) $324444 HUMAN RESOURCES DIVISION 
Fax: (63-2) 636-2550 — ASIAN DEVELOPMENT BANK 
E-mail: jobs@adb.org Р.О. BOX 789, 0980 MANILA, PHILIPPINES 


Only shortlisted candidates will be notified 














Women are actively encouraged to apply. 
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TRATEGY 
CONSULTANTS 








APPLYING REAL ECONOMY VALUES 


TO Next ECONOMY STRATEGIES™ 








ADVENTIS (formerly Renaissance Strategy) is the premier management and strategy 
consultancy to the converging global information industries. Since 1993, we have maintained 
industry leading performance by focusing on the epicenter of unprecedented disruption 
in our economy - the convergence of the global Communications, Computing, 
Commerce, and Content industries. We make strategy work rapidly and measurably to 
help clients harness convergence and win - by applying Real Economy Values to 
Next Economy Strategies. 


Since our inception, we have maintained industry leading growth and financial performance. 
We have consistently achieved 6096 annual growth and now have over 200 consultants and 


offices in Boston, Chicago, London, New York, San Francisco, and Washington, D.C. 


ADVENTIS is looking for exceptional SENIOR CONSULTANTS AND MANAGERS with 
experience in strategy, process and business architecture projects. Qualified candidates will 
have relevant industry or consulting experience, superior analytical and communications 
skills, an MBA from a top-tier school, and the energy and drive to help clients and colleagues 
achieve breakthrough success. 


If you ate interested in leading the way in the Next Economy with 
ADVENTIS, an accelerated carcer track and an outstanding compensation 
package, visit our web site at wwwadventis.com to submit your resume 
electronically or mail with cover letter to Central Recruiting, 


ADVENTIS, 900 Middlesex Turnpike, Building 5, Billerica, MA A D V E N T | S 
01821-3929 





АМ EQUAL OPPORTUNITY EMPLOYER. 
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EUROPEAN CENTRAL BANK 


VACANCY AT THE EUROPEAN CENTRAL BANK 


The European Central Bank (ECB), established in Frankfurt am Main on 1 June 1998, is seeking to fill the vacancies 
detailed below in the Directorate General International and European Relations. 


The ECB has its own terms and conditions of employment, including a competitive salary structure, retirement plan, health P 
insurance and relocation benefits. Candidates must be nationals of a Member State of the European Union. 


The Directorate General International and European Relations (DG-IER) i is responsible for thë preparation and: 
representation of ECB positions in multilateral international and European institutions and fora, as well as in bilateral: 
relations with foreign central banks and other relevant foreign organisations 


ECONOMIST IN THE INTERNATIONAL RELATIONS DIVISION 
(Reference: ECB/300/00/TE) 


"Within the International Relations Division, the IMF/BIS/OECD Unit deals with: ( 1) policy i issues and related activities 
. of these institutions and fora (e.g. G7, G10, G20); (3) systemic economic and financial i issues. and surveillance, 
' (3) inter-institutional co-operation: 


A qualified and experienced economist is needed to cover more specifically G7/G10 countries’ viu financial issues. 
and surveillance (e.g. the global financial system, IMF/World Bank surveillance of internal and external financial stability | 
of member countries — Financial Stability Assessment Program and the international role of the euro). Work assignment. 
will include: (1) the ongoing review of relevant policy and analytical issues; (2) contribution to the formulation of ECB 
policy positions on global financial issues and preparation of briefings for international meetings; (3) participation in 
related activities (e.g. internal seminars, preparation of speeches/articles). 


"d 


Advanced. university degree in economics, finance or related discipline, or proven ability to perferm the tasks 
commensurate with such formal academic qualification. 
Excellent knowledge of a wide range of issues dealt with in the field of central banks‘ international co-operation. 
Experience with the activities of international financial institutions and fora. 
о work very. efficiently in a team and under tight time pressure. 
| interpersonal and communication skills. 

»ntacts with senior officials and in relation to senior level meeting procedures would be an asset. 
Very e command of. English with proven drafting ability. Working knowledge of at least. one other official | 
Community language i is required. 


* ж 


Applications should be submitted in English and include a covering letter, a curriculum vitae and а recent photograph, 
together with references confirming the required experience and skills. They should be addressed, quoting the reference: 
number, to the European Central Bank, Directorate Personnel, Postfach 16 03 19, D-60066 Frankfurt am 
Main and should reach us no later than 30 November 2000. Applications will be treated in the strictest confidence _ 
and will not be returned. 


To meet the deadline, applications may be sent beforehand by fax to fax number +49 69 1344 - 7979. Hewever, this is 
not a substitute for the original, which must still be submitted by mail. 


This vacancy is also published on Internet: http://www.ecb.int but applications should only be submitted on paper 
via surface mail. 
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Global Opportunities in Energy Consulting 


Nexant, a Bechtel technology and consulting company, is experiencing significant growth, creating new employment opportunities for 
seasoned managers end consultants. As a leading provider of technology and management consulting services to the global energy sec- 
tor, Nexant is seeking high-calibre, client-focused professionals for full-time employment. Positions may be either U.K.- or U.S.-based; 
all may involve extended travel in Europe, Africa, the Middle East, and Southeast Asia. 


You should have at least five years of international energy consulting experience, and be able to document your proven ability to sell 
consulting services, win business, and deliver quality solutions. in addition, you should be highly motivated, an excellent communicator 
(proficiency in at least one additional language is desirable), and have the ability to interact effectively with senior officials and princi- 
pals in both the public and private sectors. 


OIL AND GAS EXPERTS INTERNATIONAL POWER SECTOR CONSULTANTS 
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EUROPEAN CENTRAL BANK 


ACANCY AT THE EUROPEAN CENTRAL BANK 


The European trà Bank (ECB), established in Frankfurt am Main on 1 June 1998, is seeking to fill the vacancies ^ 


detailed below in the Directorate General International and European Relations. 


The ECB has its own terms and conditions of employment, including a competitive salary structure, retirement plan, health ү 


insurance and relocation benefits. Candidates must be nationals of a Member State of the European Union. 


The Directorate General International and European Relations (DG-IER) is responsible for the preparation and 
representation of ECB positions in multilateral international and European institutions and fora, as well as in bilateral 
relations with foreign central banks and other relevant foreign organisations 


.ECONOMIST IN THE EUROPEAN RELATIONS DIVISION - 


(Reference: ECB/008/01/TE) 


` DG-IER is seeking an economist for its European Relations Division. Among other things, the European Relations Division 
"monitors developments in, and keeps contacts with, European institutions and bodies with which official links exist or 

which are of particular interest to the ECB. In co-operation with other ECB business areas, it prepares and co-ordinates 
` the policy positions taken by the ECB vis-a-vis European institutions such as the EU Council, the Commission and the 
European Parliament, as well as other related bodies. 


7 Тһе successful candidate will join a dedicated team of professionals expected to work very efficiently under tight zime pressure 
on a broad range of issues discussed within European institutions and bodies. He /she should be able to assimilate large amounts. 
of, often complex, information, identify the key issues at stake and, on that basis, draft briefing material, statements and 
speeches which convey clear and concise policy messages. He/she will need to be able to prioritise work and adapt to changing 
circumstances by switching quickly between tasks as the situation demands. 


а r 
Advanced university degree in economics or related discipline, or proven ability to perform the tasks commensurate 
with such formal academic qualification. 
Excellent knowledge of European economic and financial issues. 
Excellent interpersonal and communication skills are essential. 
Very good command of English with proven drafting ability. Working knowledge of at least one cther official 
Community language is required. | 


Knowledge of and/or experience in working procedures of the European institutions and bodies and their interaction __ 


would be an asset. 
Experience of contacts with senior officials and in senior-level meeting procedures would also be an advantage. 


tions 
Applications should be submitted in English and include a covering letter, a curriculum vitae and a recent photograph, 


together with references confirming the required experience and skills. They should be addressed, quoting the reference _ 


number, to the European Central Bank, Directorate Personnel, Postfach 16 03 19, D-60066 Frankfurt am 


Main and should reach us no later than 30 November 2000. Applications will be treated in the strictest confidence 


and will not be returned. 


To meet the deadline, applications may be sent beforehand by fax to fax number +49 69 1344 - 7979. Howevet, this is 


not a substitute for the original, which must still be submitted by mail. 


This vacancy is also published on Internet: http://www.ecb.int but applications should only be submitted on paper. ; 


via surface mail. 
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Announcement to all 


owners of Patek Philippe watches. 

















n RESISTE т е шай 


To mark the end of the twentieth century, Philippe Stern, President of Patek Philippe. has decided to reward all 
owners of Patek Philippe watches with a unique gift: the opportunity to own one of the last ten complicated watches 
created by the company in the twentieth century, and engraved as such. 


All ten watches - ref. 5054 - will be presented personally by Philippe Stern, to those selected, at a special reception to mark 
the opening of Patek Philippe's Watchmaking Treasures Museum. This will take place in autumn 2001. 


All we ask is that you send us the reference, case and movement numbers of the Patek Philippe watches that 
you own and purchased prior to January ist 2000, along with your name, address and the name of your preferred 
Patek Philippe retailer. You wil! have as many possibilities to be selected as the number of watches that you own. 
This information should preferably be registered on the Patek Philippe website, or sent to us via fax or mail before 
December jist 2000, using the relevant addresses listed below. 


Philippe Stern would like to take this opportunity to thank all those who, through their custom and loyalty, have helped to 
ensure that Patek Philippe will continue to practice its unique approach to the art of fine watchmaking for future generations. 


kd 


PATEK PHILIPPE 
GENEVE 


Begin your own tradition 
www.patek.com Patek Philippe S.A., Р.О, Box 2654, 121 Geneva 2, Switzerland. 
Please see the Patek Philippe website for Terms and Conditions. 





Fax: (41) 22 884 2060. 








‘National Savings ICC Consulting is one of Ireland's 
BANK 
leading international banking and 
— financial consulting companies. Part of 
the ICC Bank Group (a specialised 
business bank owned by the Irish Government), ICC Consulting 
has successfully completed а: significant number of consulting 
and training assignments in countries with developing and 


transitional economies. 






Strategic Planning Manager 
West London * To £50,000 + Bonus + Pension 
(More available for an exceptional candidate) 


National Savings is a major retail savings business with a large 
proportion of the UK's population as it's customers. Last years sales 
amounted to an impressive £12 billion (11.396 of the deposit based 
market) and a total of £63 billion has been invested. The market place 
is becoming increasingly competitive and fast moving. In resporise 
National Savings has carried out wide-ranging modernisation to enable 
it to meet its objectives of helping reduce costs to the taxpayer of 
Government borrowing as well as competing effectively. 


The Role 
Reporting tà the Head of Business Information and Analysis, and 
working closely with the CEO and other Executive Committee 
members you will have a high degree of autonomy. Your key 
responsibilities will include: 

* Development and analysis of strategic market information 
















To meet the growing demand for its services, ICC Consulting 
wishes to augment its register of senior consultants/advisors. In 
particular, we are seeking individuals with experience in the 
following areas: 







Banking (including SME lending and policy development), 
Micro finance, Rural credit, Work out units, Capital markets. 







Applicants should have at least 7 years experience in one or more 





* investigating strategic opportunities for National Savings 
* Formulation of strategic business plans 
* Management of {һе annual торан planning cycle 


The Person 

The successful candidate will probably come from a commercial 
background ‘and will have previous experience in business planning 
and analysis-or strategic consultancy This.is a superb opportunity to 
utilise your excellent interpersonal skills ang strong analytical ability in 
this newly redefined role j 

For more information please contact: Sarah Gobey, Hays Accountancy 
Personnel, 14 Great Castle Street, Landon, WIN 7AD. Tel: 020 7436 
5533 Fax: 020 7323 9940 Closing date: 1st December 2000. National 
Savings is. an equal opportunities employer p д» ( 7) 


Ната Ас sountanc cy Pers nnel We ene may 














of the above areas together with a proven. ability to work in 
developing and transitional economies. Multilingual capabilities 
would be a distinct advantage. Short term and long term 
assignments will be available to suitable candidates. 


Applicants should forward their CV (preferably by e-mail) to: 


Mary Dwyer, ICC Consulting, 
72/74 Harcourt Street, 
Dublin 2, Ireland 

Tel: + 353 1 4155383; 

Fax: + 353 1 4760646; 
Email: mdwyer@icc.ie 
WWW: http://www.icc.ie 
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TIVE FOCUS _ 


THE UNIVERSITY OF HONG KONG 


The University of Hong Kong is one of the leading 
“international compr research universities in the Asia- 
Pacific region; more than 100: departments and sub- 
divisions of stu and ning. There is currently an 
enrolment of. m 15, 000 students (6,000 at postgraduate 
level), Research students come from more than 40 countries. 
The medium of instruction is English. The University is 
committed to its vision of globalisation, together with 
excellence in scholarship and research. 


Associate Professor and 
Assistant Professors in the 
School of Economics and Finance 
(Ref: RF-2000/2001-138) 


Applications are invited for appointments as Associate Professor 
(1 post) and Assistant Professor (3 posts) in the field 
of Economics/Finance in the School of Economics and 
Finance, tenable from 1 September 2001. The appointments are 
usually made on a three-year fixed-term basis, with a possibility 
of renewal. 


“The School of Economics and Finance plays a leading role in the 

“theoretical study of economics and finance and their 
‘applications to substantive issues pertaining to Hong Kong and 

{һе Asian region. 

"Applicants should possess or be close to completing a PhD 


degree. Preference will be given to those showing outstanding 
«research promise. The appointees will be required to teach 


. >> courses at the undergraduate or postgraduate level. Applicants 


should indicate clearly which level they wish to be 
considered for. 


Annual salaries {attracting 15% (taxable) terminal gratuity] are 
on the following scales, with starting salary depending on 
qualifications and experience: Associate Professor (in the 
grade of Senior Lecturer) HK$861,180 - HK$1,156,860 
(9 points; £76,426 - £102,666; Sterling equivalents as at 1 November 
2000), Assistant Professor* (in the grade of Lecturer) 
HK$554,280 - HK$925,980 (11 points; £49,190 - £82,176). 
*An appointee with an annual salary at HK$740,640 (£65,728) or 
above may be considered for the award of the title of Associate 
Professor on the basis of academic merits and achievements. 

At current rates, salaries tax will not exceed 15% of gross 
income, The appointments carry leave, medical and dental 
benefits, an allowance for children's education in Hong Kong, 


| and, where appropriate, a financial subsidy under the Home 


Financing Scheme for reimbursing either the actual rental 
payment or the mortgage repayment up to the relevant maximum 
entitlement may be provided. 


Applications should include a completed application form, a 
curriculum vitae and a sample of recent work. Applicants 
are requested to approach not more than three referees who 
are able and willing to comment on their suitability for the 
post in question and these confidential references should be 
sent directly to the Appointments Unit within a week of the 
closing date. 


Further particulars and application forms can be obtained at 
http://www. bku -hk/apptunit/; or from the Appointments Unit 
(Senior), Registry, The University of Hong Kong, Hong Kong 
(Fax (852) 2540 6735 or 2559 2058; E-mail: apptunit@reg. hku.hk). 
Closes 1 December 2000. 


The University is an equal opportunity employer and enjoys a 
amoke-free environment 
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McKinsey & Company " 
Practice 
Manager 


Media & Entertainment 


McKinsey & Co/s Global Media & Entertainment 
Practice serves the world's leading companies. : 
The Practice, а community of individuals. with a 
passion for media and entertainment, has a strong. > 

client and consultant base and has been growing: 
significantly over the past years. The Practice Manager 
and her/his team provide research, infrastructure and 
supporting services to the leadership group and client: 
service teams. 


The North American Media & Entertainment 
Practice Manager is the focal point of many of the. 
Americas practice activities and therefore must 
demonstrate strategic capabilities, a strong sense of 
entrepreneurship, and a knowledge of media and 


entertainment. The ideal candidate for this role 


will be a business builder who enjoys the | 
challenges and rewards of developing a cohesive 
practice infrastructure team for North and Latin 
America while. maintaining a supportive, 
knowledge-sharing community. 


These abilities must be balanced by managerial 
skills to ensure efficient practice operations on a 
day-to-day basis. Also, she/he must possess the 
ability to interact with Partners to operate as an : 
integral member of the leadership team. In this 
leadership role, the candidate must be an effective 
communicator, an observer of trends and emerging. 
issues, an analytical thinker, and a problem solver- 
with a team-oriented style. This person must be... 
highly motivated and organized, have demonstrated 
superior leadership and coaching skills, possess a 
service-oriented attitude апа be capable of . 
effecting change. In addition, she/he should be a | 
proactive self-starter with the ability to manage . 
several streams of work simultaneously and be able 
to shift focus to requests that require response on... | 
short notice. 


We are looking for someone with a minimum of 5 | 


years industry-re ated experience, people manage. 
ment skills, and an advanced degree from a 
respected institution (MBA preferred). This position 
is located in New York City. McKinsey offers a 
very competitive salary and benefits package. 


For consideration, forward your resume in confidence to: 
Box B37-JM, 12th Floor 
360 Lexington Avenue, NY, NY 10017 
Email: media pmimckinsey.com 


We are an equal opportunity employer 


www.mckinsey.com 








Notting Hill Housing Group is one of the UK's largest, most innovative and 
pioneering not-for-profit organisations. We house 50,000 people in West 
and Central London and we are a respected agent for inner-city 
regeneration. 600 staff and a combined revenue budget and annual capital 
programme of over £150m give us the resources for án exciting future. 


STRATEGIC 
MARKETING DIRECTOR 


London W6 









Help Deliver та — 
ew P, emi e ft 















Our name is our message. Nupremis delivers à new wayto do business 
globally, offering full service outsourcing of applications infrastructure and 
eBusiness services, utilizing è worldwide network of Internet Date Centers. 
Our clients include carriers and colocation providers, application service 
providers, Oracle: application customers and Web-centric businesses, A 
pioneer in. the emerging Internet Distributed Services market, we seek 
experienced, international раза to help us redefine business in the 
broadband environment. 





up to £70k + benefits 


Your challenge is to: 

bee! PRESIDENT OF CORPORATE pevetopment London, England » apply your analytical skills to the development of new strategies that meet 
visionary leader, you will be responsible for the planning and execution | 1 

of aggressive corporate development strategies for emerging services the needs of our customers, respond to our changing environment and 

inthe European market. A Bachelor's degree in International Business, ensure our success 

or equivalent knowledge, 10+ years’ business development operations work to the Group, Chief Executive and be a good team player as part of 

our new executive leadership 


experience, andrevenue/ budget Management experience at the regional 
level ars required. * direct our marketing team to deliver the full marketing mix 


SENIOR SALES EXECUTIVE Engl land & Germany 
You'll execute sales strategies to meet/exceed revenue objectives of an 
assigned territory, understanding: application service provider market, 
broadband access carrier market: and business-development concepts, 
Qualifications include a bachelor's degree or equivalent, as well as 10 years’ 
sales /business development or strategic alliance experience, Familiarity 
А exceeding revenue objectives, developing complex сив- 
“tomer agreements and selling to/through business part- 
ners is necessary. 


We offer a highly competitive Q 
compensation асас аА For wh 
consideration, pleasee-mat 


net ‚сот can ) em 
reference Job Code E. V/ AK 
` nupremis.com 


You will be energetic and enthusiastic, You will haye a proven marketing and 
management track record. You will have the intellectual skills to design and 
promote new strategies. You will be a first class communicator and have the 
diplomacy and resilience needed to influence others. 


For further details and an application pack, please telephone 
Christine Armstrong on 020 8357 5161 or emall carmstrong@notting.org 


Closing date for completed А: 








applications; Thursday 30 
November 2000. 


we О 


чун th PEOPLE 





NOTTING HILL 


















DIRECTOR - MIDDLE EAST & NORTH AFRICA 


BASED LONDON WEST END - COMPETITIVE SALARY, CAR AND BENEFITS 


Part of the Economist Group, the Economist Intelligence Unit 
has an unrivalled reputation for providing international 
companies with information and analysis on politics, 
economics and business. 


development as we continue to reinvent our portfolio for 

the digital age. 

Candidates should have at least 6-8 years’ relevant analytical 
experience and be able to display a thorough knowledge of the 
region, its economics and politics, You will have experience 

of providing information in a concise and accessible form 

for business executives and have excellent people management 
skills. You will be highly organised and have the flair to inspire 
both your team and our clients. 


We have a rate opportunity for an expert to join the company 
at the regional director level. Managing our highly talented 
team of ten analysts, you will have full responsibility for 
maintaining the quality of our coverage of the region. 


As well as being the intellectual leader of the team you will 
have the interest and ability to coach and develop them to 
ensure our clients receive the best possible analysis and insight 
on a timely basis. As a key member of our senior analytical 
staff you will have the creative talent to contribute to the EIU's 


anek ——————————————————— PM 










THÉ ECONOMIST INTELLIGENCE UNIT 
RECRUITMENT OFFICE 

15 KEGENT STREET 

LONDON SWIY ALR 

EMAIL: jobs@eiu.com www.eiu.com 


LETU 


The Economist 
Intelligence Unit 


If you wish to develop your career with a true world leader, 
please send your CV (preferably by email) with a covering letter 
and details of current remuneration, quoting our ref: ETU068 
to the HR Director at our address below. 

Closing date November 24th 2000. 
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xperience 















It must rank among the best in the world. 
Highly ranked by the international business press. 


ie.edu. 


It must be an International E 


It must be bilingual. 
Taught in English and Spanish, the world's iwo main business languages. 


It must provide the best knowledge of international management. 
internationally focused cases. 


WWW. 


It must forge strong links with Latin America. 
Representatives from 14 Latin American Countries on campus in 2000-2001. 


It must be a year in a truly international environment. 
Multi-cultural students, world class faculty and global orientation. 


International Executi 


International MBA 


М INSTITUTO 


M, Me de EMPRESA 


«ањ 





























"The bigger the crowd, 
the better the performance. 


What’s more, we don’t have our 
sown portfolio. so we never compete 
with your trades or take a position | 
-against you. | r e 

Our only goal is to help you get the a 1 д 6 t , t 
fastest trade at the best DE س‎ dud we e n $ 1 n e 
handle the follow-up automatically. A REUTERS Company 

All of which can add up to better 
performance. Notbing comes between you 

For information, call our international and tbe best price” 


freephone number +800 INSTINET (4-800 
ing opportunities around the world. 4678 4638) or visit www.instinet.com 
(does not come Between ents and the best price: We do not commit capital, make markets or make profits on 


(82000 Ы Corporation, all rights reserved. INSTINET and the INSTINET marque are tegistered service marks.in the United States and 
“other: countries throughout the world. Instinet Corporation is member NASD/SIPC, and Instinet UK Limited is regulated in the U.K. by the SFA. 


© dead senator elected in Missouri, a live First 









cod he 
Economist 
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Thriller! 










e been any closer? The [ 

American election followed all the rules 
of a good thriller. Suspects came and went 
(remember John McCain and Bill Bradley?). 
„For months the plot twisted and turned, the 
lead changing repeatedly right to the end. 
"And then, in the last chapter, even as the ac- 

. tion seemed to explode all over the place (a 









Таду elected in New York), the real contest 
. narrowed dramatically—to the two main 
-. characters fighting it out in a horrifically small 
‘space for remarkably high stakes. A handful 
ОЁ votes in Florida: it was really that close. 








ally gains the White House. Given the extre 
closeness of the result, it was always go 
be difficult for either man to claim that 
had a great popular mandate. Now та 
the winner's opponents are likely to clai 
that the election was stolen from them. Ac 
in the partisan atmosphere that already 
in the wake of Bill Clinton’s impeachr 
not to mention the charges thrown back an 
forth throughout the campaign, and it is 
to imagine how things could go wrong. 
An America at war with itself is not just a 
domestic problem, but a burden that the 
whole world would have to shoulder. When: 


















And now, when it seemed to be all over, a 
sting in the tail on the very last page. As The Economist went 
.'to press, it seemed that we would not know the final result 
until all the absentee votes are counted. 
How long this will take is not clear. Already there are 
_ speculations aplenty about whom the absentee voters will fa- 
ıı vour. Then there is the persistent worry about lawsuits. Flor- 
.. ida is governed by George W. Bush's brother, Jeb; its election 
.. Was overseen by the state attorney-general, who just so hap- 
` ‘pened to be Al Gore's campaign manager. A number of el- 
депу Floridians say they voted for Pat Buchanan, when they 
.. meant to choose Mr Gore; and 19,000 ballots were spoiled. 
. That may be their problem rather than anybody else's, but it 
_ will add another conspiracy theory to the growing number. 
Bearing that in mind, the main priority is simply to get it 
right—to count and recount. That may take longer than either 
of the candidates (and even some journalists) might find 
bearable. But it is the right thing to do. The recriminations 
тау never stop—particularly among the Democrats in the 
` Gore camp, should Mr Bush prevail. 


What next? 

- Some will argue that such a tortured result amounts to an in- 
dictment of American democracy— particularly as the elec- 
toral college system may well deliver the White House to the 
man with the smaller share of the popular vote, Mr Bush. 
There are in fact plenty of good reasons to question the way 
that America goes about electing its president: the current 
process takes far too long, it persuades far too few people to 
vote, and, above all, it is far too dominated by money. How- 
ever, none of these issues is really relevant either to the thriller 
in Florida or to a possible split between the popular vote and 
the electoral college. There is no such thing as a perfect elec- 
toral system. America's, which gives considerable leeway to 
` the states and ensures that the candidates take smaller states 
-. seriously, has mostly stood the test of time rather well. It de- 

-serves to survive the current furore. 

: The real onus of this impasse will fall on whoever eventu- 
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Mr Clinton was lying his way through the 
Monica Lewinsky affair, no part of foreign policy was u 
touched by the fact that the president was distracted by hi 
problems at home and diminished in his authority to d 
things abroad. Many of the world’s smouldering crises-i 
Middle East, the Balkans, West Africa, the Taiwan straits—c 
out for the engaged attention of an American president. Yet 
seems that the next president, whoever he may be, wi 
thinking most about how on earth to bolster his legitima 
and to keep control in his own country. 

At first sight, the challenge looks as if it would be partic 
larly acute for Mr Bush, because he would have finished b 
hind in the popular vote. Yet the chances are that he wou 
be a more bipartisan figure than Mr Gore. Mr Bush, wh 
based a lot of his campaign around his ability to be “a heal 
not a divider", has 2 long record of working with Dem 

The vice-president, by contrast, has had a particularly : 
tious relationship with the Republicans. And whilst Mr | 
has pushed his party towards the centre, Mr Gore mn 
further left than he needed to (and thus, incidentally, 1 
aged to botch an election that, by most conventional уа 
sticks, he should have won comfortably). 





than make friendly noises towards the opposition. it 
be good if he were to choose cabinet ministers from t 
posing party; better still if he were more flexible on policy. 
Mr Bush's case, that might mean holding back on his trillio 
dollar tax cut, which anyway looks dangerous for the Amei 
can economy. In Mr Gore's case, it might mean plundering h 
opponents' proposed reforms in areas such as Social Sec 
and education. 

The upshot of this extraordinary election could mean 
descent into recrimination, as the losing party vents its wrath 
on the winner; but it might also, conversely, mean a flowering 
of bipartisanship. With the presidency teetering on a knife 
edge, these may be strange things to consider. But this thriller, 
though part comedy and part farce, need not end as tragedy. 

































Tough at the top - 


< Why the Internet makes it hard to run a business 


EING a chief executive is a risky business these days, es- 
pecially if you run an American company. In October 
: alone, 129 chief executives left their companies: sacked, eased 
_ out or just fed up. The Business Council, a group of executive 
grandees, no longer puts an incoming chief executive imme- 
diately on its membership list, the New York Times reported 
_ recently: it prefers to wait and see if the newcomer will last 
| any longer than his predecessor. 

(o Why is life at the top suddenly so fleeting? There are sev- 
eral answers. The sheer complexity of a modern business 
makes it extraordinarily hard to run well. Many of the best 
ential chief executives have recently made so much 
money from share options and the like that they no longer 
need the thankless task at the top. Meanwhile shareholders 
. are growing ever more restive and demanding. 

Ааа to these the fact that companies are passing through 
a period of unusually disruptive change, in which different 
qualities may be needed to manage a business. Most compa- 
nies, most of the time, need senior managers whose main skill 
is simply to run the business well from day to day. For that, a 
nager needs a good understanding of the markets. his 
company trades in; an ability to pick good staff; an eye for de- 

il; plus a moderate willingness to take risks. It also helps to 
be able to spot new markets and threats, but most of the time 
such skills can be left on the shelf. 


; DYB.com 


. The Internet has altered all this (see our survey in this issue), 
by putting a more disruptive pressure on top management. 
. That may seem surprising: after all, technological change al- 
` ways makes life harder for managers. The coming of the com- 

puter and then the rc transformed industries such as banking 
гапа insurance, as companies replaced. white-collar clerks 
with software. And before that, the car revolutionised retail- 
m and eee and i sii altered оны from food 


HE hapless doctors from the European Central Bank (Ec) 
. & have once more been intervening in foreign-exchange 
markets to try to revive their sickly currency, the euro. They 
have had little discernible effect. Intervention seldom works; 
гоп the rare occasions it does, it usually has to be co-ordinated 
' with other central banks and used to squeeze speculators. But 
the св? latest doses of intervention, unlike its first in Sep- 
tember, were carried out unilaterally. And the euro's decline 
‘has been driver: not by speculators, but by huge outflows of 
. direct and portfolio investment from Europe to America. 
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There once was an ugly duckling E 


Many supposed causes of the euro's weakness do not stand up to scrutiny 


processing to construction. 

Yet the Internet may be different. Its intrinsic qualities 
mean it is spreading faster than many earlier innovations. It 
can be introduced relatively cheaply, step by step, rather than 
being rolled out in one big, costly gamble. It is also easy to use: 
an employee who knows how to point and click does not 
need to go on à two-day training course. The Internet's open- 
ness allows companies to watch and learn from each other as 
never before. 

It is also pervasive. Biotechnology, for instance, may pro- 
mise to transform pharmaceuticals, chemicals and agricul- 


' ture, but the Internet, as they say in Silicon Valley, changes 
everything. It is a distribution channel, а communications 


tool, a marketplace, an information system. It alters almost 
everything managers do, from finding suppliers. to co- 
ordinating projects to collecting and managing customer data. 
Only electricity touched businesses at so many different 
points, and its introduction took place over a longer period 
and in an age when corporate life had the simplicity of Eden. 

The managers who can absorb and master such a change 
are often not the same as those who can run a tight ship and 
turn in a profit year after year. They have to understand what 
GE's Jack Welch calls “destroyyourbusiness.com”: the way the 
Internet undermines existing business models, even as it 
brings unexpected opportunities. Such lateral thinkers have a 
different set of talents from the norm: an understanding of 
the forces of technological change, an intuitive feel for inno- 
vation, and the leadership skills to lug a whole company 
down a new track on a mere hunch. 

Rarely are these skills found in the tight-ship sort of man- 
ager. But companies should not throw all such folk on the 
scrap-heap. A change as huge as the Internet comes only once 
in two or three generations. This period of bewildering nov- 
elty will pass. And when it does, companies will once again 
need bosses who know how to Mid the show on the road. 





The cs is right to make one thing plain: that it is past time 
for the euro to get off its sickbed. But has it in fact been a vic- 
tim of market misdiagnosis? Most popular explanations for 
its decline do not stack up. Some argue that the euro's weak- 
ness reflects the American economy's faster growth rate. That 
gap may now have almost closed, which could explain why 
the euro has recovered slightly over the past couple of weeks. 
But the "growth-gap" explanation does not fully explain ex- 
change-rate movements. The Australian dollar, for instance, 
has plunged by almost as much as the euro against the green- 
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back, and yet Australia's growth rate has roughly matched 
America's in recent years. A lot of the American dollar's 
strength has nothing to do with relative growth rates. 

A second favoured explanation for the euro's weakness is 
that labour- and product-market rigidities in Europe discour- 
age investment. Europe's overtaxed and overly regulated 
economies are certainly more arthritic than America's. But 
that was also true two years ago when the euro was more 
than 30% above its current value. Europe's economic rigidities 
have not got worse relative to America's over the past two 
years: on the contrary, European economies have become 
more flexible far faster than most observers had expected. 
This should have favoured rather than hurt the euro. 

In fact, the euro, by creating a single, more liquid capital 
market, has spurred corporate restructuring across Europe, as 
managers have been forced to pay more attention to share- 
holder value. Labour markets are also becoming more flexi- 
ble, as a loosening of the rules has made it easier for firms to 
hire workers on part-time or fixed-term contracts, with less 
job protection and lower social-security taxes. Across the euro 
area, tax rates are being trimmed and wage bargaining is be- 
coming more decentralised. None of this is to deny that more 
reforms are needed—but investors and the markets have 
been wrong to assume that Europe can never change. 

The third culprit often identified by the markets is the ЕСВ 
itself, for lacking clarity in its policy goals and lacking tran- 
sparency in its decision-making. Critics have leapt on its 
failed bouts of intervention as further evidence of the bank's 
confusion. The intervention could certainly undermine the 
EcB’s credibility if it makes the bank look desperate—which 
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is, indeed, a good reason for arguing that it is making a mis- 
take by stepping in so often. 

The markets argue, in contrast, that America's Fed knows 
what it is doing, and is fully transparent and clear about its 
policy goals. Really? The есв has been poor at communicat- 
ing with the outside world, and its president, Wim Duisen- 
berg, seems decidedly gaffe-prone; but charges of a lack of 
transparency and clarity apply more to the Fed than to the 
ECB. Unlike the ecs, for instance, the Fed lacks a clearly de- 
fined inflation goal, and at times Alan Greenspan is far from 
transparent, being a master of obfuscatory language. He gets 
away with it, because the markets think he can do no wrong. 


Bubble bath 


What is curious about much commentary on the relative 
merits of the euro and the dollar is that all of America’s econ- 
omic strengths are pitted against all of the euro area’s weak- 
nesses. Somehow, America’s economic imbalances are ig- 
nored. A Martian investor might at least wonder why an 
economy with the biggest current-account deficit the world 
has ever seen, a negative personal savings rate, record bor- 
rowing by firms and households, not to mention a danger- 
ously overvalued stockmarket, had such a strong currency. Fi- 
nancial markets believe that these imbalances can be 
unwound gradually, allowing the economy to land softly. But 
even hard landings look soft when they start. 

Europe’s economic fundamentals are under-appreciated 
in the markets as much as America’s are overblown. The euro 
is rather like the ugly duckling that was at first despised and 
teased—but remember that it later turned nto a swan. 
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Farewell coherence 


Pre-election gimmicks will damage the reputation of Britain's chancellor 


ORDON BROWN, Britain's chancellor of the exchequer, 

has plenty to be proud of. His party has presided over a 
long economic expansion in the United Kingdom, and the 
public finances are in a remarkably healthy state. Inflation 
and interest rates are low; the level of public debt to Gp» is 
falling. But Mr Brown wants to be known for more than this. 
He has prided himself on the theoretical rigour and intellec- 
tual coherence of his approach to government, expressed in a 
series of sound-bites: “prudence with a purpose", “no more 
boom and bust”, “no short-termism". 

Judged by these exacting standards Mr Brown's pre- 
budget statement on November 8th was a disappointment. 
With an election looming—and threatened by a renewal of 
the fuel-price protests which briefly paralysed Britain in Sep- 
tember—Mr Brown has evidently decided that a bit of short- 
termism is exactly what is needed. He has chucked tax breaks 
and cash hand-outs to the groups that look like they might 
cause most political trouble. There will be extra money for 
pensioners, with the cheques in the post. There will be cuts in 
vehicle tax for hauliers and the owners of small cars. 

The government has even reneged on its vow not to cave 
in to pressure to cut fuel duties. Mr Brown insisted that he 
was confining duty cuts to “ultra low sulphur petrol and die- 
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sel"—but then added that he expected these fuels “to account 
for 100% of the market next year". In other words, cheaper 
fuel all round. At the time of the fuel crisis the government in- 
sisted that it would not cave in to protesters, in the manner of 
the French. But it appears that all Mr Brown required before a 
cave-in was a decent, face-saving interval. 

In total Mr Brown has dished out £4.5 billion ($6.5 billion) 
next year in measures aimed mainly at pensioners and mo- 
torists, rising to £6 billion by 2002-03. There is also a “pen- 
sioner credit" scheme for a new group of less-well-off pen- 
sioners. Until the actuaries have pored over Mr Brown's 
proposals it will be hard to know how affordable this com- 
mitment will prove in the long term. The Treasury's macro- 
economic forecasts still project big surpluses in the next few 
years, although this has been bought at the cost of a rising tax 
burden. But although Mr Brown has not irr perilled the stabil- 
ity he is so proud of, his other boast—the one about intellec- 
tual coherence and rigour—is looking a lot more doubtful. 


Fuelling the problem 


Take fuel duty. Mr Brown will argue that his package of mea- 
sures to appease motorists and hauliers is perfectly coher- 
ent—tied together by a green thread, which involves favour- 
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able tax treatment for smaller cars and cleaner fuels. But one 
of the stated goals of government policy has been to restrain 
the growth of traffic, and to make motorists pay more for the 
economic and environmental costs of driving. The real cost of 
driving relative to other forms of transport has fallen mark- 
edly over the last 3o years. Mr Brown has now cut these costs 
even further. Traffic, one of the banes of modern Britain, will 
worsen. A truly coherent approach would have combined the 
political necessity for some concessions on fuel duty with 
other measures aimed more directly at cutting traffic—in par- 
ticular through the use of road-tolls. 

The intellectual muddle over pensions is even more 
marked. The government's position is easily stated. It is 
pleased that Britain does not have a European-style “реп- 
sions time-bomb", and has no intention of restoring the link 
between state pensions and average earnings that might 
prime such a bomb. However, it is determined to help out the 
"poorest pensioners", so that nobody has to live on the by- 
now nugatory state pension. 

But the determination to stick to an inflation-linked state 
pension is now more rhetorical than real. Because that ap- 
proach delivered a politically-disastrous 75p increase in the 
basic state pension earlier this year, Mr Brown has handed 
out a one-off increase of £s a week next year—little to do with 


inflation; a lot to do with an impending election. Mr Brown's 
new pension credit also ditches the link between pensions 
and inflation. It will be linked to earnings. Indeed combined 
with the minimum-income guarantee—another earnings- 
linked benefit for the poorest pensioners—it means that half 
of British pensioners will now have state benefits linked to 
earnings. So does the government still think the earnings link 
is a bad idea? Who knows. 

Pensioner poverty exists and doing something about it is a 
laudable aim. But what is missing is a strategy for dealing 
with an ageing population. Ideally, this should contain two 
elements: incentives to retire later, and to save. Both are weak 
under the current system. For while the new pension credit is 
intended to promote saving among poorer income groups, it 
comes after earlier damage inflicted by Mr Brown through 
taxes on pension funds and by the introduction of the 
means-tested minimum-income £uarantee. 

Politically, Mr Brown's budget may prove highly astute. 
Pre-election give-aways are a well-established tradition in 
Britain, as elsewhere. Nor is it likely that the City will take 
fright at anything he had to say given the underlying strength 
of the public finances. In those terms the pre-budget state- 
ment will be judged a success. But in the long term, it may 
well be viewed less favourably. 





Terrorism in Spain 


Be hard on Basque gunmen, not on moderate Basque nationalists 


€€ TF THE root of the problem is political, the solution is a 

political arrangement." It sounds reasonable enough. It is 
what Xabier Arzalluz, leader of Spain's Basque Nationalist 
Party (PNv), thinks is the only answer to the terrorism of those 
who (like his party) want self-determination for the Basque 
country, but (unlike either his party or him) are ready to kill to 
get their way. Mr Arzalluz wants the Spanish government to 
concede, say, a referendum оп self-determination for 
Basques—shorthand, to him and many other Basque nation- 
alists, for independence. The eta gunmen who have killed 
nearly 20 people so far this year, so his argument runs, will 
then lay down their guns. Perhaps they would. But is this is 
the proper and only way to try to end the bloodshed? The 
Spanish government thinks not. The rage directed at Mr Ar- 
zalluz this week for his remarks was overdone. But it is the 
government, not he, that is right. 

The root of the trouble is indeed political. The Basque 
country is one of Spain's 17 autonomous regions. The Basques, 
an indefinable proportion of its much-mixed 2.1m popula- 
tion, are a distinct people, with a language of their own. But 
they suffer no discrimination; Mr Arzalluz's env has ruled the 
region for two decades. Most Basque-speakers, and just under 
half the region's voters, support the rnv or other parties that 
want the right to self-determination. But does that mean that 
the only answer is to grant their wish? 

The problem is not so much that many Basques think like 
this, but that a small minority of them believe in murder to 
get their way. These few claim they have no choice. But this is 
nonsense. If it is true for the government that “the root of the 
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problem is political", it is as true for the gunmen. Their case 
would be strengthened if they used politics, rather than guns, 
to argue for a solution. The vast majority of Basques, whether 
or not they share a desire for independence, repudiate mur- 
der as a way to get it. That is why the central government is 
right to try to end eta’s violence with the law, rather than by 
yielding to it. Any fool can achieve peace by surrender. 

The attempt to achieve it through the law may ultimately 
fail, as it failed for the British government, facing widespread 
hostility, in Ireland in the 1920s. But it may succeed, as it suc- 
ceeded in Canada 50 years later against the terrorists de- 
manding independence for Quebec, once a non-violent party 
took up that cause. The key is popular support. Violence is in 
reality ErA's admission that it does not think it can win by 
politics alone. 


The place of politics 

Yet in its refusal to give in to violence, Spain's government 
should not itself put politics aside. Not all who vote for 
Basque-nationalist parties would necessarily vote for inde- 
pendence if they had the chance. Still, there is much support 
for that goal, little as there is for killing to achieve it. Any gov- 
emment is entitled to resist the break-up of its country 
(though it might both be wrong and fail, if the demand were 
overwhelming) but it is wise also to try to defuse the demand. 
The Spanish government is no longer trying. Last year, it 
talked briefly with the gunmen, after they had called a cease- 
fire. It got nowhere and eta began killing again. Since it was 
re-elected in March, Jose Maria Aznar's government in Ma- 
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did has pone t to the other extreme, 
_ the gunmen, as pariahs. That is worse than unfair, 
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one run by the pnv owes its office to the coalition it formed 
© with ETA's political friends after regional elections in 1998; and 
that, even now, it sticks to the hope that the gunmen can be 
talked back to non-violence. Yes, but the coalition was made 
_ during the truce, and the pnv has since ended it. Nor does a 
belief in: trying, in the right conditions, to talk killers into 
changing their ways amount to excusing their crimes. 

The regional E does not in fact excuse these 


1 Time to go 


HE Manila Stock Exchange bounded up by 16% in a single 
А day this week. This ought to have been good news for the 
Philippines’ floundering president, Joseph Estrada, but 
"wasn’t. Investors were cheering the news, which later turned 
out to be false, that Mr Estrada was about to do the Richard 
Nixon thing rather than the Bill Clinton thing, by resigning 
before impeachment proceedings could run their course. But 
as the week wore on, Mr Estrada seemed more determined to 
: ng on, despite rumours that close allies were seeking to ne- 
otiate a "graceful exit" for him. The markets, fearing that Mr 
Estrada is indeed planning to tough it out, and might even 
succeed, went back into a tail-spin. 

This is bad news not just for the Philippines but for the 
wider region. As Asia learned in 1997, a big loss of investor 
confidence can be highly contagious. And Mr Estrada is not 
alone in his travails. Moves are also afoot to impeach two 
more presidents, Chen Shui-bian of Taiwan and Abdurrah- 
man Wahid of Indonesia, while Thailand's prime minister, 
Chuan Leekpai, faces likely defeat in a general election in Jan- 
uary. All four countries face months of political uncertainty. 
“But for now, Mr.Estrada's saga is doing the greatest damage. 
It is hard to see how Mr Estrada can survive. His five-party 
coalition is falling apart: within the past week, he has lost 
both the leader of the Senate and the Speaker of the House of 
Representatives. His own vice-president is now leading the 
campaign to oust him, backed up by two of his predecessors 
as president, Corazon Aquino and Fidel Ramos, and by Car- 
dinal Sin, the vastly influential head of the Roman Catholic 
church in the Philippines who in 1986 led the popular protest 
against the dictatorship of Ferdinand Marcos. 

A month ago, when the allegation that Mr Estrada had 
taken millions of dollars in bribes from operators of jueteng, 
an illegal lottery, first surfaced, he had the political numbers 
easily to see off any impeachment attempt. Now, he does not. 
Though his coalition held two-thirds of the 22-strong Senate 
at the start of the crisis, defections from among his supporters 
have put the faction campaigning for his removal within a 
vote or two of the two-thirds majority it needs. Mr Estrada's 
trial on the floor of the Senate is expected to open as soon as 
next week. While the president is within his constitutional 
rights to demand his day in a court of his peers, the process 
could actually take months. 
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The central government's argument is that the. regional $ 


The Philippines’ Joseph Estrada has become a liability to his country and the region 


Mr Arzalluz, but Juan Jose Ibarretxe— 


leads marches of protest against them, Nor is the party of one 
mind. Mr Arzalluz, a determined separatist, is its historic 
leader. But even if he excused murder, which he does not, his 


views are not the only ones. Mr Ibarretxe, for one, is more 
flexible: like Spain's set-up or not, he accepts he has to work 
within it. Mr Aznar's team would do better trying to nudge 
the pnv further that way than indiscriminately kicking it; and 
much better treating it as a partner against ЕТА than, almost, 
as eta’s formal friend. Mr Aznar is right to try to squash ЕТА; 
but turning his back on the rnv is a mistake. 





Meanwhile, the Philippines will be led by a man who 
plainly no longer enjoys the confidence of his own business 
community, of international investors, or of many in his 
party. The country has just been downgraded from "stable" 
to "negative" by Standard & Poor's, a rating agency. Its cur- 
rency daily plumbs new depths against the dollar. The stock- 
market has shed a third of its value so far this year. 

Were Mr Estrada's troubles solely related to jueteng, he 
could make a case for staying and fighting. The allegations, 
after all, hinge on the word of a self-confessed bribe-giver. 
But in the two-and-a-half years since һе was elected, by a 
landslide, Mr Estrada has proved a deep disappointment. 
Economic reform has stalled, contracts and favours go to his 
cronies, and he seems powerless to stamp out a fundamental- 
ist insurgency in the south. Elected on a promise to help the 
poor, continued economic crisis has meant he has been able 
to do nothing for them. Mr Estrada's own dissolute lifestyle 
has offended many. If he is removed, it will be impossible to 
avoid the conclusion that he earned his dismissal. If he stays, 
the fear is that it will only be thanks to vote-buying. 


When your country no longer needs you 


The contrast with both Indonesia's President Wahid and Tai- 
wan's President Chen could hardly be clearer. President Wa- 
hid is under pressure because of his ineffectiveness in the face 
of huge problems of economic distress and separatist violence 
in his populous and unruly country, but his moral stature re- 
mains largely unquestioned. Moves to’ engineer President 
Chen's removal, after only six months in office, progressed 
rapidly this week. But his troubles have nothing to do with 
fraud and incompetence, and everything to do with political 
skulduggery on the part of his opponents, the nationalist Ku- 
omintang, who appear motivated by fury at having lost 
power after 50 years. 

Having been defeated mainly due to their own internal 
disagreements, which saw one of their leading lights split 
away to form his own party, the losers now want to reverse 
the result, using as pretext the legitimate cancellation of a 
planned nuclear-power plant. For the sake of Taiwan's de- 
mocracy Mr Chen ought to hang on. But for the sake of the 
Philippines Mr Estrada should go. 
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VIETNAM 
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Bye-bye, Unde Но 


HANOI, HO CHI MINH CITY AND HUE 


Vietnam still has а Communist head, but also a growing capitalist 
underbelly. Can it become richer—and, one day, more democratic—without 


splitting up? 


єє ISTER! You wan buy postcard? You 
wan buy book? Wan map Viet- 
nam? Ah, you wan marijuana? Ooh, you 
wan girl? Okay mister, you wan newspaper." 
A grinning teenage boy touts his goods, in 
English, on the streets of Hanoi. Like many 
newish arrivals from the countryside, he 
makes a living in the capital's booming in- 
formal economy. His friends sell bootleg 
CDs, freshly burned on their computers. 
Others make a profit trading dollars for 
dong, the local currency. Some sell fake 
brand-name sunglasses, G1 dog-tags or other 
“war relics”. Young women from the coun- 
tryside work as maids and waitresses; young 
men eam a wage driving motorbike taxis. 
Many more become casual labourers as 
buildings shoot up. At street level, it is a 
thriving, dynamic and capitalist whirl. 

Then buy the newspaper. Here is the of- 
ficial, po-faced view of the country’s future: 
“No deviation from socialist course in 21st 
century...Socialism will definitely tri- 
umph." Vietnam will march along the Marx- 
ist trail set by Ho Chi Minh, the first Com- 
munist leader. Officials in the provinces 
must keep "fighting individualism, corrup- 
tion". Everyone must guard against "social 
evils” from westem culture. Vietnam, in 
other words, must resist just the sort of west- 
em, capitalist influence which is already so 
evidenton its streets. 

Such self-delusion is revealing. It Shows 
the agonised indecision of Vietnam's ageing 
leaders. They are gradually moving the 
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country away from the wars, isolation and 
Soviet-style (and once Soviet-funded) econ- 
omy of the past, towards something much 
more like a peaceful, liberal and market- 
based system. And even they, in private, 
don't believe the propaganda in the official 
press. But some 15 years after reform and ner- 
vous liberalisation began (a process called 
doi moi) the government still dithers: how 
far and how fast can Vietnam become a cap- 
italist country without threatening the 
party’s power? 

Take the year’s big news, a trade deal 
signed in July with the old imperialist ene- 
my, America. It is 25 years since the North 
thumped the South, six years since the Un- 
ited States lifted its trade embargo and just 
five years since diplomatic relations were re- 
stored. This deal (once America’s Congress 
agrees) should mean free trade with the Un- 
ited States and should encourage more in- 
vestment. Vietnam will export far more 
shoes, clothes, pots and raw materials. It 
could earn an extra $1.5 billion a year from 
exports alone, says the World Bank. 

A good thing for the average Vietnam- 
ese? Ask exporters, like those who run the 
small factories that make cushion fabric for 
IKEA, a Swedish furniture store. Of course, 
yes. Ask at the ceramic-making villages near 
Hanoi, where they stack china pots and 
glazed crockery in huge piles, ready for ex- 
port. For them, the more business the better. 
Ask an army veteran, introduced as “Mr 
Thang” (Mr Victory), in the far northern 


town of Tuyen Quang, if Vietnam should 
open up. He runs a shop that sells motor- 
bikes from China, and his answer is instant: 
“Our society is developing, we need to de- 
velop. Now it depends on market economic 
mechanisms.” Sorry, Uncle Ho. 

But the leaders are far less confident. The 
trade deal was actually struck in early 1999, 
but was frozen while the Politburo fussed. 
Let foreigners run private businesses? Even 
Vietnamese were discouraged from that un- 
til recently. Only this year did a new enter- 
prise law let people register their companies 
in a simple, straightforward way. Let Ameri- 
can companies control the sensitive tele- 
coms industry? Just three decades ago, the 
imperialist dogs were guiding bombs onto 
the country’s infrastructure. Not until inves- 
tors showed signs of nervousness, and 
neighbouring China decided to plump for 
the World Trade Organisation, did wary 
comrades sign up to the trade agreement 
with America. 


How it should be 


If only the government were braver. The 
country could be at least as rich as the coastal 
parts of China. Its 80m people are entrepre- 
neurial, young, bright, literate, cheap to em- 
ploy and determined to see that life gets bet- 
ter. They are also healthy: their life 
expectancy is well above that in similarly 
poor countries. Vietnam has abundant sup- 
plies of oil, fish, coffee, rice and (in the north) 
timber. It sits next to booming China and in 
intermittently thriving South-East Asia. In 
America, Europe and Australia a diaspora of 
over 3m Vietnamese is ready to invest back 
home. Tourism, already 4% of GDP, should be 
a big source of foreign funds. If only the gov- 
ernment would push the door wider open, 
success would come rushing in. 

So say the optimists. Many foreign inves- 
tors did rush to Vietnam in the mid-1990s. 
They drove Gp» growth to dizzy heights, up 
to 10% a year. Liberal sounds from the gov- 
ernment encouraged talk of Vietnam as an 
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economic tiger just waiting to pounce. Aver- 
age incomes doubled (to a dollar a day) be- 
tween 1993 and this year, mainly because 
farmers grew more and better rice. In 1995, 
Gpr per head was $181; now it is $368. Yet 
partly because of the Asian crisis and partly 
because of slowing reform and returns, in- 
vestors have recently become more wary. 
Growth has slipped to roughly 6% a year. 

Many high expectations have not been 
met. A middle class is only slowly emerging. 
One western consultancy recently esti- 
mated that fewer than one in ten of Viet- 
namese are active consumers. There are still 
only 3m or so telephones, or one for every 27 
people in the country. Hotels in the capital— 
Hanoians say they sprang up “like mush- 
rooms after the rain” five years ago—usually 
fill barely a fifth of their rooms. Several half- 
built skyscrapers, their scaffolding clad in 
thick ivy, now dot the country’s larger cities. 
Vietnam's 11 new car plants, which run at 
less than 10% capacity, sold just 8,000 vehi- 
cles in the first eight months of this year. 


No rocking, please 


What went wrong? Some of the blame lies 
with investors. They were over-excited by 
reports from western journalists in the early 
1990s, and some spending—on hotels, car 
factories and so on—was wrongheaded. In 
that light, today's slower growth is more re- 
alistic. But much of the blame lies with the 
nervous government, which has been far 
slower at carrying out reform, for example to 
thecountry's banks and to investment rules, 
than it first promised. Foreign businessmen 
must negotiate all sorts of national and local 
red tape. One mind-boggling rule, recently 
eased, barred foreigners from trading inside 
Vietnam unless they had already had five 
years’ experience of doing so. 

Will the Communists now speed up re- 
form, cut red tape and try to match the dy- 
namic spirit on the streets? There is a chance 
next March, at the ninth five-yearly party 
Congress, where policy and new bosses will 
be picked. But three fears may mean more 
dithering:could growth cause social instabil- 
ity, or a resurgent south, or even worse, à 
threat to Communist rule? 

Unlike most officials, the deputy prime 
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minister, Néuyen Cong Tan—the Vietnam- 
ese red flag with a golden star draped behind 
him—barely mentions Ho Chi Minh. Instead 
he talks, his eyes twinkling, of foreign capital, 
of the gold and dollars that ordinary people 
stuff under their pillows and of the need to 
“strike a very good balance between econ- 
omic growth and stability.” Stability is a fa- 
vourite word. He goes on: 
We must pay a lot of attention to stability. We have 
gone through many anguishes and wars. Not ev- 
ery country is stable. We must focus on keeping 
stable. A gap between rich and poor can lead toin- 
stability. 

Stability means preserving Vietnam’s big 
success, its social calm. The risk, forold Com- 
munist leaders, is that rapid growth means 
losing control over the young. Over дот 
people, more than half the population, are of 
working age and each year another 1.2m join 
the search for a job. While in the paddy 
fields, even if there is too little to do, at least 
they cause no trouble. And control, through 
early morning tannoy squawks, local com- 
mittees and families, is easier to exercise. But 
if the cities suck too many people in—and 
several million have already poured into the 
bigger ones—social change will follow. 

Urban youths, the jobless and those in 
the informal economy are the “instability” 
the government fears. First, they display the 
growing inequality of wealth (despite de- 
clining poverty) in a formally Socialist coun- 
try. Second, they are behind rising petty 
crime, begging and “social evils”, such as 
prostitution, gambling, drinking and drug- 
taking. Third, most of them are in town ille- 
gally, sometimes just earning a little cash 
while their rice ripens. They come because 
shining shoes, refilling cigarette lighters or 
touting postcards can earn them $40 a 
month. Back in the paddies, youngsters 
would be lucky to get $100 year. 

Ask the shoeshine boys and their ambi- 
tion is universal: save for a Dream (a Honda 
motorbike) and become a taxi driver. But 
they are not registered by the government, 
they live in shacks or rent space in shared 
rooms, and they are beyond the control of 
families, schools or the local party commit- 
tees. If faster growth means more urbanisa- 
tion and a bigger urban underclass, the rulers 


are willing to settle for the slow sort. They 
have watched the social unrest led by 
youths in Indonesia in the past two years 
and want none of it in Vietnam. 

Instead, they want growth to co-exist 
with labour intensive, state-run activity 
which maintains “stability”. Officials claim, 
optimistically, that unemployment is well 
below 10%, but even so they are desperate to 
create work for the young. If such policies 
discourage a liberal, open market, so be it. 
Over 6,000 subsidised state businesses will 
not be sold off quickly, since they employ 
too many people, including the families of 
party members. The army will not be 
shrunk, even though at 500,000 soldiers it is 
the world’s ninth-largest. Instead, it now 
runs fashion shows and over 600 hotels and 
health spas. The government plans to ship a 
million young people abroad in the next de- 
cade, not in uniform but in search of jobs; 
120,000 already work oversees. And the 
country bristles with — shovel-carrying 
youths, some improving the busy roads 
north to China, others digging holes the size 
of football pitches along Vietnam's long 
coast, ready for shrimp farms. 


Onecountry, two halves 


Unemployment, and the fear of social un- 
rest, is not unique to Vietnam. But here it is 
combined with a worry that the country 
could one day snap in two. Stand on the 
north side of the Ben Hai river, a few miles 
before it spills into the South China Sea, and 
gaze south. A statue of Ho Chi Minh stares 
(rather triumphantly) with you, below the 
17th parallel. This fault-line of the cold war 
marked the division of Vietnam between 
1954 and 1975, and was the scene of the 
bloodiest battles of the war with America. 
The bridge across the river was painted yel- 
low on the southern half, for the Saigon re- 
gime, and red on the northern half for the 
Communists. Here soldiers glared at each 
other until the northerners stormed south. 
Despite 25 years of Hanoi rule below the 
17th parallel, the southerners remain apart. 
Thecountry's rulers worry that, despite mili- 
tary victory, they have not been able to ham- 
mer all of Vietnam into the same mould. The 
south is wealthier and gaudier, more inde- 
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pendent-minded. 

After unification, some southerners who 
did not fitthe mould were taken north to “re- 
education" camps. Although some died 
there, most endured months or years of in- 
doctrination and physical work. One south- 
erner, who explains that it remains illegal to 
talk politics with foreigners, says he still re- 
sents domination by the north. After three 
desperate days trying and failing to clamber 
on to departing American helicopters in 1975, 
he spent three years (on and off) in a camp. 
For 16 more years he worked as a bus driver 
and spoke none of the fluent English he 
commands. But southerners, he suggests, are 
basically unchanged. Speaking with a Texan 
drawl, he says: “People in the south are 
happy, butonly in the face. Underneath they 
are not.” Many resent northerners, who 
dominate the civil service and the Commu- 
nist Party and are seen as humourless, poor 
and proud. 

Fewin the north would be sooutspoken. 
The rulers іп Hanoi worry that as thecountry 
opens up, southerners will all too easily ditch 
the pretence of socialism. The differences be- 
tween south and north are already obvious 
to see. Southerners are plumper and richer 
than their northem cousins. Ho Chi Minh 
City in the south is ablaze with neon lights; 
leafy Hanoi has just a few illuminated ham- 
mers and sickles. Shops in the south are 
stacked with safes, mobile phones, action 
videos and pvp players. Southern business- 
men buy shares at the spanking new stock- 
market; northerners buy bicycles, radios and 
pink plastic toys from China. In the north 
farmers still dry their rice on tarmac roads; in 
the south small factories put out freshly 
made electric circuit boards to dry in the sun. 

The government fears that every time 
the economy is made more liberal, it will be 
southern businessmen and investors in the 
south who take most advantage, while the 
north is left behind. In the south young busi- 
ness students are inspired by the rugged, vi- 
tal capitalism that made their cities thrive 30 
years ago. In Hanoi, at Ho Chi Minh's gloomy 
mausoleum, a forlorn young student of ac- 
countancy who aspires to work in a foreign 
venture admits he makes a regular pilgrim- 
age to Uncle Ho for inspiration. 
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Southerners experienced two decades of 
capitalism from 1954 and, with reforms, are 
regaining confidence that the “engine” of the 
country is below the 17th parallel. Some dare 
now to talk about themselves as southerners 
rather than as Vietnamese. The country’s 
rulers dread such southern sentiment. They 
seem prepared to accept lower economic 
growth if that helps keep the south down. 


Still Ho’s country 

But the third, and perhaps most powerful 
reason why economic change comes slowly, 
is the Communist fear that political change 
would inevitably follow. Vietnam is not a 
democracy. Although not particularly bru- 
tal, the regime allows only one effective po- 
litical party (the Communists), cracks down 
on those who dare speak out and forbids a 
free press. In early November, police in cen- 
tral Vietnam seized “heretical” literature 
from members of a quasi-Buddhist sect 
whom they caught worshipping. A report in 
May by Human Rights Watch, an American 
group, spoke of repression of academics, reli- 
gious leaders, journalists and others who 
dare to criticise the government. “The gov- 
emment's continuing anxiety іп the face of 
dissent," the report ran, "is, in part, a re- 
sponse to the pressures caused by opening 
up the economy to foreign investment." 

Growth, says the government, has en- 
couraged “individualism”. That is a code- 
word for greed, corruption and foreign life- 
styles. Individualism, of course, also means 
doing things that are not ordered by the 
party or the govemment. Buddhist monks 
are particularly frowned on by the secular 
leaders. One monk, Thich Quang Do, was ar- 
rested in October with a group of followers 
for trying to deliver aid to people stricken by 
floods, the worst in livin memory, in the 
Mekong delta. He was punished, in effect, for 
daring to offer food independently of the 
state-organised effort. When he made a sim- 
ilar effort during floods in 1994 he was jailed 
for three and a half years. 

In other words, the Communists worry 
that those who become economically inde- 
pendent may dare to seek freedoms of other 
kinds. And where would that leave the 
party? Floods, however awful, give the au- 
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thorities the chance to respond effectively 
and win public favour. During a particularly 
nasty typhoon that also caused floods last 
year, cadres earned much goodwill through 
their rescue efforts. Leaders constantly em- 
phasise the need to win public consensus 
and to avoid confrontation. The deputy 
prime minister is quick to point out, for ex- 
ample, that ordinary people have been 
“consulted”, before next year’s party Con- 
gress, through the local party committees. 

But political pressures and criticism will 
keep bubbling up. Along the main avenue in 
Ho Chi Minh City, a group of some 100 prot- 
esting peasants have been allowed, for 
months, to voice their anger publicly at be- 
ing displaced from their land. As recently as 
two or three years ago the protesters would 
not have been tolerated, but today they live 
in makeshift homes on the pavement and 
are watched discreetly by plainclothes po- 
licemen. The police hurry on passers-by,and 
snatch film from those whodare take photos 
(an official sign in English warns “no camera 
picture”). But this is some improvement. The 
banners and placards are critical of official 
decisions—although they avoid direct criti- 
cism of the government, and each studiously 
praises Ho Chi Minh. 

Such protests over land could become 
the most serious flashpoint in Vietnam. In 
both the cities and the countryside, the rules 
are unclear as to who owns what. Some mi- 
norities in the central highlands can own 
and sell their land,and may even passiton to 
their children. But most Vietnamese are 
given only leases on their land—which the 
government may reassess and share out 
again at a later date. Demonstrations over 
land claims and corruption, as in China, 
have erupted in the poorer northern prov- 
inces and elsewhere. Now they are spreading 
to the cities. In mid-October, farmers from 
the north staged a protest in central Hanoi 
against corruption. 

Such social unrest is just what the gov- 
ernment fears from opening up the country. 
Vietnam’s party bosses would rather see the 
postcard-sellers than the placard-holders; 
but they know that, all too often, the one 
leads to the other. 
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In the balance 





With a recount called in Flor- 
ida after the closest race in liv- 
ing memory, it was still un- 
clear whether George W. Bush, 
the Republican candidate, or 
Al Gore, the Democrat, had 
won America's presidential 
election. The candidate of the 
Green Party, Ralph Nader, 
won enough support in crucial 
states to affect the result, al- 
though he failed to achieve 
the 5% of the vote needed for 
his party to qualify next time 
for federal funding. 


Both houses in Congress re- 
mained in Republican hands. 
The Republicans’ majority in 
the House of Representatives 
shrank slightly; they lost sena- 
tors ending with a one-seat 
majority (and with one seat 
still to declare). Democrats 
celebrated the election of Hil- 
lary Clinton as senator for 
New York state after she beat 
the Republican candidate, 
Rick Lazio. In Missouri, voters 
picked Governor Mel Carna- 
han as senator, despite his 
death last month in a plane 
crash. 





A survey by the New York 
Times before the election 
found that (contrary to well- 
worn myth) most members of 
Congress do have a passport 
and that many even travel 
abroad. 


Venezuela's autocratic presi- 
dent, Hugo Chavez, was given 
the power to pass some laws 
by decree for a year without 
any parliamentary debate by 
the country’s National Assem- 
bly. The opposition claimed 
that he was amassing dicta- 
torial powers. 
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A judge in Peru ordered the 
arrest of the country’s ex-spy 
chief, Vladimiro Montesinos, 
on charges of abusing human 
rights and corruption. The 
president, Alberto Fujimori, 
said that $som now frozen in 
several Swiss bank accounts 
were the ill-gotten gains of Mr 
Montesinos. 


Estrada's gamble 


President Joseph Estrada 
of the Philippines said he 
would not resign as oppo- 
nents threatened impeach- 
ment. He denied receiving 
bribes from illegal gambling 
operators and said that those 
who thought he would go 
should “stop imagining 
things”. An opinion poll taken 
before the resignation of sev- 
eral cabinet members said 
only 29% of those interviewed 
wanted him to quit. 


A plan by Taiwan’s opposition 
to sack President Chen 
Shui-bian and hold a new 
election seemed unlikely to be 
supported by the necessary 
two-thirds of votes in the leg- 
islature. The president came 
under fire when his anti-nu- 
clear cabinet cancelled a nu- 
clear plant, a pet project of the 
previous government. 


People danced in the streets of 
Kabul as heavy rain ended a 
drought that in some parts of 
Afghanistan has lasted for 
18 months. 


Jakarta’s High Court ruled that 
the corruption trial of ex- 














POLITICS THIS WEEK 


President Suharto should 
be resumed, revoking a ruling 
by a lower court that he was 
too ill to appear. His son, 
Tommy, sentenced to 18 
months in jail for corruption, 
was in hiding. 


China sentenced 14 people to 
death in the biggest corrup- 
tion case of the Communist 
era, among them senior police 
and customs officials. The 
trials continued of dozens of 
other officials said to be impli- 
cated in smuggling rackets in- 
volving over $6 billion-worth 


of luxury goods. 


France’s mad cattle 


Fears grew in France over BSE 
(“mad cow disease”). The pres- 
ident, Jacques Chirac, called 
for higher standards in the 
preparation of animal feed; 
schools took beef off the 
menu. 


The resignation of a third 
minister from the far-right 
Freedom Party, a partner in 
Austria’s coalition govern- 
ment, prompted speculation 
that the party might leave the 
government altogether. 


In its annual report on the 
progress of countries, mostly 
in Central Europe, which 
want to join the eu, the Euro- 
pean Commission suggested 
that some might be ready for 
admission by the end of 2002; 
most governments within the 
Eu reckon enlargement will 
take longer. 


In Azerbaijan, a party led 
by the country’s ailing presi- 
dent, Heidar Aliev, easily won 
a general election, which for- 
eign observers denounced as 
unfair. 


Keeping the peace 


Yasser Arafat, who is ap- 
pealing for 2,000 UN peace- 
keepers to be deployed in the 
West Bank and Gaza, was due 
to meet President Bill Clinton 
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and address the uN Security 
Council the next day. Ehud 
Barak, Israel's prime minister, 
was due to foliow on his 
heels. 


A parliamentary debate to 
confirm Lebanon's new cabi- 
net erupted when Walid Jam- 
blatt, a Druze leader, ques- 
tioned the presence of 35,000 
Syrian peacekeepers in 
Lebanon. Until now, Syrian 
dominance there has been 
more or less unmentionable. 


Amnesty International, a hu- 
man-rights group, called on 
the government of Algeria to 
do more to investigate tens of 
thousands of violent deaths in 
the country since 1992, and to 
cancel an amnesty granted to 
the Islamic militants behind 
many of the murders. 





Early results from Egypt's 
parliamentary elections, 
where the ruling party rou- 
tinely wins more than 90% of 
the seats, showed the opposi- 
tion doing suprisingly well. 


In Zanzibar. the island part 
of Tanzania, elections for pres- 
ident and parliament were 
partially rerum after claims of 
corruption. The ruling party 
won easily, but the opposition, 
and foreign observers, stayed 
away. 


Britain's High Court ruled that 
the government should return 
several thousand Chagos is- 
landers to the Indian Ocean 
archipelago from which it ille- 
gally removed them 30 years 
ago so that America could 
build an air base on Diego 
Garcia. 
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Phoning home 


Europe's big mobile-phone 
operators entered strategic alli- 
ances before Switzerland's 
auction of third-generation li- 
cences. Britain’s Vodafone is 
to take a 25% stake in state- 
controlled Swisscom’s mo- 
bile operation, MobileCom, 
Switzerland's largest, for SFr4.5 
billion ($2.5 billion). France 
Telecom doubled its stake in 
Orange Communications, 
Switzerland's second-largest 
operator, to 85%, at a cost of 
more than €16 billion ($1.37 
billion). 


British Telecom is takirg 
drastic action to reduce its 
debt by £10 billion ($14.3 bil- 
lion). It will float up to 25% of 
its вт Wireless division, and 
plans also to float up to 25% of 
à new networking company, 
NetCo. The company reported 
second-quarter pre-tax profits 
of £471m, down from £890m a 
year ago. 


Heidi Miller, a prize recruit 
to the new economy from the 
old, left Priceline.com, an on- 
line auctioneer, after only nine 
months as chief financial offi- 
cer. Priceline also lost another 
executive, Maryann Keller, 
boss of its car-sales arm, who 
remarked that “For car buying, 
the Internet is an idea whose 
time has not yet come and 
may never.” 





Pets.com, an online pet-sup- 
plies retailer and home of 
America’s most famous sock 
puppet, announced that it 
would close. Despite expand- 
ing revenues the company, 
25%-owned by Amazon, could 
find neither a buyer nor the 
cash to continue in business. 
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America's Federal Trade Com- 
mission was reported to be 
close to allowing a merger be- 
tween America Online and 
Time Warner to go ahead. It 
is thought that concessions it 
has extracted may include 
opening up Time Warner's ca- 
ble lines to competition. The 
deal would also have to satisfy 
the Federal Communications 
Commission. 


Bust 


Daewoo Motor of South 
Korea went into receivership. 
Creditors pulled the plug after 
the car company had failed to 
strike a deal with unions to 
cut jobs and costs, jeopardis- 
ing its possible sale to General 
Motors and Fiat. Receivers 
may now allow Daewoo to be 
broken up, with or without 
union approval. 


Restructuring plans at Hyun- 
dai, South Korea's second- 
largest chaebol, appeared to 
be in trouble. Creditors of its 
Hyundai Construction unit, 
with debts running to 5.3 tril- 
lion won ($4.7 billion), may 
not extend loans and the com- 
pany could collapse. Plans by 
the parent company’s family 
owners to cross-subsidise Hy- 
undai Construction were re- 
jected by group executives. 


Goodyear, an American tyre 
manufacturer, admitted it had 
offered free replacement tyres 
but denied a “silent recall” 
after reports of 3,000 claims 
since 1995 over its light-truck 
tyres. In August, Bridgestone, 
Goodyear’s main competitor, 
recalled 6.5m tyres after sev- 
eral fatal accidents. 


British Airways proved 
that its strategy of concentrat- 
ing on high-margin business 
flyers is beginning to pay off. 
Profits for the quarter to the 
end of September were £200m 
($296m), compared with £40m 
in the previous year. BA also 
announced that it would sell 
Go, its no-frills subsidiary, 
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and reorganise its loss-making 
short-haul operations. 





Pre-tax profits at Ryanair, an 
Irish budget airline, rose to 
€78.9m ($72.4m) in the half- 
year to the end of September. 
The company said that a 
strong pound, a hedging strat- 
egy to keep fuel costs low and 
an Internet booking system in- 
troduced this year, had all 
contributed towards keeping it 
one of the world’s most profit- 
able airlines. 


Small oil 


Amerada Hess, an Ameri- 
can oil company, agreed to 
buy Britain’s Lasmo for £2.4 
billion ($3.4 billion). Amerada 
will almost double its reserves 
of natural gas and oil and im- 
prove profits by lessening its 
dependence on downstream 
activities such as refining. 


BP, a British oil company, 
demonstrated that “Big Oil” 
could still mean big money. 
Profits hit a record $3.8 billion 
in the third quarter, partly be- 
cause of the high price of 
crude oil. This merely matched 
analysts’ expectations; they 
were concerned about the 
firm's declining output of 
crude, and the share price 
barely changed. 


A claim invalidating a patent 
on an ingredient of Viagra, 
Pfizer's leading impotency 
drug, stood up in a British 
court. The case was brought 
by Eli Lilly, an American drug 
company, and :соѕ, an Amer- 
ican biotech firm, that hope to 
break into a lucrative market. 
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Marks & Spencer, a belea- 
guered British retailer, reported 
operating profits before excep- 
tional items for the half-year 
to the end of September of 
£173m ($261m), 7% down on 
last year. Continued efforts to 
turn the retailer around have 
failed; the latest was a series 
of ads signalling the com- 
pany’s commitment to the 
needs of large naked women. 


Behind the euro 


The European Central Bank 
intervened in the foreign-ex- 
change markets on consecu- 
tive trading days to prop up 
the euro. Its unilateral efforts 
signalled a concern over the 
euro’s weakness and an intent 
to stand behind the currency; 
the euro strengthened a little, 
but only briefly. 





Euro-area unemployment 
fell to 9.0% in September. But 
concerns mounted that the 
euro-area’s economy is slow- 
ing. Germany's manufacturing 
orders fell in September and a 
euro-area purchasing-manag- 
ers’ index was at its lowest 
point for 16 months. European 
unemployment is still well 
above the levels in America 
and Japan. 


According to the latest report 
from the Federal Reserve, 
consumer credit in America 
grew by only 5.2% at an an- 
nual rate in September, com- 
pared with 10.1% in the previ- 
ous month, the slowest 
increase since October 1999. 
This is another sign that 
America's booming economy 
may be cooling. 


— — —[.— AVAILABLE BY E-MAIL FROM WWW.ECONOMIST.COM — ]——————————————————————————————— 


THE ECONOMIST NOVEMBER 11TH 2000 


yar nr ب‎ BAAI 3¥ 














Iom Corporation Nalco Chemical Company Nokia Corporation 
>. 
зсот NOKIA 
Global Cash Pan-European Key Partner: 
Management Bank Cash Management Bank Pan-European and 
Pan-Asian Canh 
Management 
Philips Electronics WorldCom W.R. Grace & Co. 
Joint Provider of Global Global Cash Asia-Pacific Cash 
Cash Management. Management Bank Management Bank 
Services 






Ke re ассо» struc fares 


Euro 


No matter where you expand, or how fast, the treasury management professionals 
at Bank of America bring an innovative perspective to helping you make the most 
of new opportunities. Whether it's more efficient ways to manage global liquidity, 
value-added outsourcing, or our industry-leading e-commerce capabilities, we'll 
find the solution that works for you. As for experience and expertise, we're ranked 
#1 for key advice and counsel in treasury management. Put our perspective to 
work for you and discover the possibilities. 

INSIGHTFUL ADVISORS · GLOBAL REACH ‘ SEAMLESS EXECUTION 


Bank of America. 


Bank of America is the marketing name for Bank of America Corporation und its affiliates worldwide. © 2000 Bank of America Cor»oration 
RIM, the RIM logo and Black Berry are trademarks of Research In Motion Limited. RIM is a registered trademark of Research In Motion Limited 


ae 


ee | 


> rh а 
=== аа. 


A759 ч 
NUN ON 


^ 


n X UK кч. 44 


ы айы e^ ad мыл M БЫН S 


re "t. har 4 < 


mi. p. 28. 


www.hei.co.kr L-ai — 
к Ш zn E 
E. Human & DIGITAL 


¬ 
-— 
м 
-— 
каш 
eam 
=m 
pom 
Bey 
pom 
m. 
Hume 


Hyundai Electronics: Ў 


Creating a Friendlier Digital World 
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Impeachment in the Philippines 


MANILA 


Joseph Estrada faces a tough fight to hold on to his presidency 


EVER having before impeached a pres- 

ident, the Philippines found itself in 
uncharted waters this week. What was clear 
was that a resolution calling for the im- 
peachment of Joseph Estrada gathered at 
least 99 signatures from members of the 
lower house of Congress, more than enough 
to send him to the Senate for trial. The mo- 
tion has yet to be formalised, but the Senate 
is busily drawing up rules of procedure, 
drawing heavily on those used in Amer- 
ica in the case of President Clinton. 

But like Mr Clinton, Mr Estrada was 
showing signs of digging in, on the cal- 
culation that his critics are still a vote or 
two short of the 15, two-thirds of the 22- 
member Senate, that they need to re- 
move him. He flatly denies the main 
charges, that he received a total of al- 
most $ит in bribes from illegal gam- 
bling syndicates and from the diversion 
of tobacco taxes. After he had lost a cou- 
ple of prominent cabinet members, 
along with his five-man team of econ- 
omic advisers, the rest of his cabinet fell 
in behind him. The president was also 
bolstered by fresh polls suggesting that 
44% of Filipinos, especially those in the 
twolowest income groups, did not want 
him to resign, and that attempts to force 
him out through "people power" street 
rallies are unpopular. Mr Estrada was 
pledging this week to put his own peo- 
ple on the streets on November nth, to 
counter the rallies led by Corazon 
Aquino, who became president after 
leading similar protests to topple Ferdi- 
nand Marcos in 1986. 

If Mr Estrada succeeds in hanging on, it 
will be a blow to the country. That is not just 
because the charges against him are damn- 
ing; or because he is a hard-drinking 
womaniser with a fondness for gambling 
and late-night parties. Besides these failings, 
Mr Estrada’s ineptness and his kindness to 
cronies are doing severe and obvious harm 
to the economy—such as his decision to 
withdraw landing rights to a Taiwanese air- 
line, benefiting the failing domestic airline of 
Lucio Tan, a close pal. Tourism suffered, and 
several firms in the Subic Bay economic 
zone, which relied on the foreign airline's 
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cargo flights, pulled up stumps. Sadly, there 
have been many such examples. 

Mr Estrada's popularity will probably 
keep sliding, even if he wins through. What- 
ever Filipinos’ views on resignation, which 
partly reflect a preference for constitutional 
processes, their assessment of Mr Estrada’s 
performance has fallen sharply since he 
took office in mid-1998. And opposition 


party and was elected directly to the vice- 
presidency, has a doctorate in economics 
and was a classmate of Bill Clinton at 
Georgetown University. like America’s out- 
going president, she combines a mastery of 
policy details with an ability to communi- 
cate them smoothly to the public. Not only is 
she far more popular than Mr Estrada, but 
she remains largely untainted by the sleaze 
around him, though she is rumoured to 
know a gambler or two. She has tackled 
economic issues both as asenator and adep- 
uty in the trade ministry, and she forged 
good links with foreign donors as Mr Es- 
trada’s welfare secretary, before resigning to 
lead calls for his impeachment. 

Mrs Arroyo could also be expected to 
work hard to bring peace to Mindanao, 
where Mr Estrada has been waging a coun- 
ter-productive war against Muslim sep- 








Estrada counts the numbers 


among the poor to Mr Estrada’s going would 
be typical of Filipino politics—such as the 
uprising against Marcos in the 1980s and the 
closing of America’s naval bases in the 1990s. 
In both cases, better-educated city dwellers 
were quickest to tune in, but their views soon 
dispersed widely through the population. 
Many Filipinos may well have changed their 
minds since the latest polls were taken. 
Adding to the sense of urgency are the 
clear differences between Mr Estrada’s style 
and that of his vice-president and constitu- 
tional successor, Gloria Macapagal Arroyo. 
Mrs Arroyo, who belongs to an opposition 


aratists (in addition to his more sensible 
raids on the unrelated kidnapping 
gangs of the Abu Sayyaf). She lived in 
Mindanao for a while as a girl, and 
would probably return to the peace 
process pursued under Mr Estrada's 
predecessor, Fidel Ramos, which led to 
adeal with another separatist group. 

If she does take the reins, Mrs Ar- 
royo will clearly face some tough con- 
straints. The public pressure groups that 
want Mr Estrada out tend to oppose 
globalisation and free markets. The con- 
stitution is too detailed and hinders in- 
vestment, but Mrs Aquino, who helped 
to usher it in when she was president, is 
against revisions. Finally, some of the 
politicians now backing Mrs Arroyo 
have merely lost their love for Mr Es- 
trada—not for the pork products that he 
serves up so freely. 

Nevertheless, a president enjoys 
enormous powers in the Philippines, 
including both a line-item veto and an 
ability to reallocate funds to favoured 
projects. And since Mrs Arroyo will be 
eligible to run for office in 2004, she 
could potentially be in office for more 
than nine years. Such a long period of stabil- 
ity, under a market-friendly and competent 
president, could prove irresistible to foreign 
direct investors. 

The Philippines cleatly has two very dif- 
ferent paths before it. Which will it take? Un- 
less Mr Estrada has a change of heart, that 
will depend on those 22 senators. But Mr Es- 
trada is increasingly treated with disrespect 
in private meetings, and several more cabi- 
net allies are now tempted to desert him. If 
that happens, the country’s senators may 
have little choice but to turn him out. 

а 
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ASIA 
Taiwan 


The KMT hangs 
fire 


T WAS probably the pressure of events this 

week, rather than any sudden dawning of 
common sense, that slowed Taiwan's par- 
liamentary opposition in pursuing its plan 
to "recall"—ie, sack—President Chen Shui- 
bian, thereby plunging the island into politi- 
cal chaos. The crash of a jumbo jet and a ty- 
phoon which brought the worst flooding in 
30 years led the opposition to delay its plan 
to introduce a recall motion in parliament, 
despite claims of being able to muster more 
than the 147 votes, two-thirds of the legisla- 
ture, needed to push the motion through. Mr 
Chen's own minority Democratic Progres- 
sive Party is the only one that supports him, 
so the 12 independents in the legislature hold 
the key. Enabling legislation for the recall 
was passed on November 7th, and the issue 
could still move ahead. 

But perhaps good sense will prevail. 
Opinion polls show that Taiwanese are over- 
whelmingly opposed to recall and the Kuo- 
mintang (kT), the leading opposition party, 
which dominates the legislature, will pro- 
ceed at its peril. But even at best, the issue 
will fester, with near total gridlock between 


Chen's supporters rally 


the executive and legislative branches amid 
а cacophony of recrimination, until sched- 
uled parliamentary elections in December 
next year. At worst Taiwan faces six months 
of mounting political and social uncertainty: 
if the recall motion goes through, there will 
need to be a referendum on whether Mr 
Chen should continue in office, followed by 
another election if he loses. 

Either result can only threaten to disrupt 





the delicate state of cross-straits relations be- 
tween Taiwan and China. If the legislature 
votes for recall, a law governing the holding 
of referendums may have to be drafted—this 
is a new situation for Taiwan, after all—and 
noone knows to what uses it might be put in 
future. One fear among China's Communist 
leaders in Beijing must be that the mecha- 
nism might one day be used to decide on Tai- 
wan's independence. China has always said 





| Muzzled, or irrepressible? 


BEUING 


| be HIGH degree of autonomy” was 
what Communist China promised 
Hong Kong upon the territory's return to 
the “motherland” in 1997, and the freedom 
of Hong Коп press is perhaps the most 
closely watched measure of that promise. 
Recently, a couple of assaults upon the 
Hong Kong media—one by China’s presi- 
dent, Jiang Zemin, the other self-inflicted— 
have called press freedom into question. 

What to make of the extraordinary 
outburst late last month when Jiang Zemin 
lost his cool in front of the Hong Kong press 
pack? The occasion was the annual visit of 
Hong Kong’s chief executive, Tung Chee- 
hwa, to his masters in Beijing. Leader after 
leader there had repeated his support for 
Mr Tung should he stand for a second term 
in 2002, despite his unpopularity at home. 
At a photo-call, the Hong Kong journalists 
asked Mr Jiang whether Mr Tung had been 
reappointed by “imperial order”. 

The president jumped up and down, 
harrumphing and jabbing his finger like a 
schoolboy who cannot get his way, and let 
fly at the Hong Kong press in a mangle of 
Mandarin, Cantonese and English. As the 





Hong Kong pack gleefully took down his 
every word, house-trained mainland jour- 
nalists stood aghast. But any suspicion that 
the Hong Kong press would be cowed by 
such a display was swiftly dispelled by the 
unflattering pictures of Mr Jiang that ap- 
peared on the evening news on television 
or in the papers the following day: an im- 
age not of raw power, but of impotent rage. 

Observers saw as more ominous the 
departure this week of Willy Wo-lap Lam 
from the South China Morning Post. 
Among western diplomats, academics and 
journalists, Mr Lam has for years been con- 
sidered to be the only required reading on 
China’s palace politics. Many Communist 
Party officials within the palace have no 
doubt relied upon him too. 

But some have ranted that there is as 
much fantasy as fact in Mr Lam’s reports. 
In June, the South China Morning Post's 
proprietor, Robert Kuok, wrote to his own 
paper to complain about a piece by Mr 
Lam concerning a meeting of Hong Kong 
tycoons with Chinese leaders, in which, 
Mr Lam reported, the tycoons were urged 
to show loyalty towards Mr Tung in return 
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for juicy business deals on the mainland. 

Mr Lam says that the writing was on 
the wall for him after Mr Kuok’s letter. He 
points out that the paper tried to get rid of 
him once before, five years ago.This time, 
executives of the paper say that it was not 
their intention to see Mr Lam leave. They 
wanted merely to remove him from mana- 
gerial duties as China editor. "No one", 
says the editor, Robert Keatley, "has ever 
accused Willy of being a good manager." 
Mr Lam says he was kept in the dark about 
the reorganisation, and that he resented 
the recent editing of his columns by Mr 
Keatley. It became, he says, impossible for 
him to stay. One executive at the Post says 
that management had become embar- 
rassed by mainland officials’ complaints 
about the accuracy of the newspaper's 
China coverage 

Curiously, though, Mr Lam is confi- 
dent he can find a new post elsewhere in 
Hong Kong. And he is optimistic about 
press freedom in the long run. After the 
next generation of leaders takes upChina's | 
reins in two years' time, he argues, it will | 
feel confident enough to relax tight restric- 
tions and even consider political reform. 
The benefits, says Mr Lam, will trickle 
down not only to the Hong Kong press, but 
to China's media too. 
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it would view this as grounds for war. 

Taiwan’s China policy has been in a 
mess ever since its then-president, Lee Teng- 
hui, redefined Taiwan-China relations as 
being of a special “state-to-state” nature in 
July 1999. That declaration prompted a crisis 
almost as bleak as in March 1996, when 
China lobbed missiles in Taiwan’s direction 
in an attempt to influence its election. 

Despite popular support for Mr Lee's 
stance, it was quickly disowned by his own 
party, and Mr Chen even promised in his in- 
auguration speech not to put the "state-to- 
state" formulation into the constitution. This 
alienated many of his independence- 
minded supporters. He might need them 
back if he faces a referendum. 

But in the meantime there is at least one 
concession that Taiwan could safely make 
towards China, namely the lifting of the ban 
on direct commerce, transportation and 
communication between the two sides of 
the Taiwan Strait that has been in place for 51 









Chen's problem 
Taiwan's legislative yuan 
current seat numbers 





People First Party 17 
New Party 9 
Independents 12 
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years. Taiwan's previous government was 
reluctant to make any concession without a 
quid pro quo from China. The new govern- 
ment realises that, with wro entry looming 
for both sides, the ban might prove impossi- 
ble to maintain anyway. 

As a result it is proposing the opening of 
the three links at first to the offshore islands 
of Kinmen and Matsu at the end of this year. 
China’s response will dictate how quickly 
this policy might be applied to the main is- 
land of Taiwan itself. Yet whether China will 
accept anything less than the full opening of 
links with Taiwan is open to doubt. When 
Taiwan first offered to allow ships to sail be- 
tween Taiwan and China in order to tran- 
ship goods bound for third destinations in 
1995, it was three years before China allowed 
such voyages to go ahead. 

The two sides have held no formal talks 
through their established semi-official 
channels since 1995 when the mechanism 
was suspended by China, angry at Mr Lee's 
efforts to increase Taiwan’s international 
visibility. China has vetoed a return to the 
old negotiating mechanism, which it fears is 
just an excuse for Taiwan to procrastinate. 
What Beijing wants is the opening of sub- 
stantive talks about reunification or, failing 
that, at least talks about such talks. 

n. 
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omer 
Sickening 


CHIANG MAI 


HILE the world worries about Myan- 

mar's political stalemate, a deadlier 
crisis is brewing. Thanks to a combination of 
ravaging infectious diseases, an atrocious 
health-care system, and the military re- 
gime's refusal to admit that anything is 
amiss, public-health officials fear that aver- 
age life expectancy is collapsing. It could fall, 
they say,to as low as 45 years in the next two 
decades or so. 

The junta is in denial. It claims, for in- 
stance, that no more than 25,000 people are 
infected with ну in Myanmar. Researchers 
at the World Bank, however, put the figure at 
over 700,000, in a population of 48m, mak- 
ing the country the worst of the three in Asia 
in which more than 1% of the population is 
infected. (The others are Thailand and Cam- 
bodia.) According to several studies, as many 
as 8% of Myanmar's soldiers are H1v-posi- 
tive. The growing use of intravenous drugs, 
and the increased production of heroin and 
amphetamines by ethnic-minority militias, 
willonly exacerbate the epidemic. 

Not only arps but also malaria, anthrax 
and old-fashioned malnutrition are deci- 
mating the people of Myanmar. Along the 
rugged border with Thailand, home to some 
of the most drug-resistant strains of malaria 
in the world, a new epidemic of malaria and 
anthrax is said to have killed as many as 
10,000 peoplesince July, mostly in the north- 
eastern district of Maung Yawn. Military 
sources in the northern Thai province of 
Chiang Mai say that hundreds of Maung 
Yawn residents have been crossing into 
Thailand in search of anti-malaria drugs. 

Since 1989, when the junta signed a peace 
treaty with the United Wa State Army, a mili- 
tia operating among the Wa people in Maung 
Yawn, the central government has had little 
presence in the area; there are no govern- 
ment hospitals in the territory controlled by 
the militia. Even if the junta had control over 
Maung Yawn, it could not do much: foreign 
malariologists working in Myanmar tell of 
government hospitals stocked with little 
more than bandages and a few painkillers. 

Medicines are notall that is in short sup- 
ply. Despite the recent boast of Khin Nyunt, 
the regime's intelligence chief, that his coun- 
try could export grain to other Asian states, 
exiles who have fled to Chiang Mai speak of 
famine in some outlying regions. The armed 
forces, which have allegedly been ordered to 
“live off the land”, often steal food from mal- 
nourished villagers, they say. 

The Yangon junta has refused to ac- 
knowledge the scope of the health crisis, 
calling estimates of uiv and malaria rates 
exaggerated. The government has launched 
a programme to boost literacy, which may 
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help empower some women and thereby 
help slow нту transmission, but it does not 
require sex or drugs education in schools. 
Myanmar gets little help from outside. 
Foreign aid remains limited, thanks to the 
sanctions slapped on the junta by many 
countries after the generals refused to ac- 
knowledge Aung San Suu Kyi’s victory in the 
1990 general election. Pakistan and China are 
friendly, but they tend to supply weapons, 
not pills. The Thai government had vowed to 
set up a health task-force with Myanmar, 
but relations between the two neighbours 
have become strained. The militias have 
taken to exporting vast quantities of am- 
phetamines to Thailand, where the govern- 
ment blames the Myanmar regime for failing 
tocontrol its new Wa friends. 
= 





Fiji 
Still unPacific 


SUVA 


UST as Fiji was starting to recover from an 
attempted coup in May, the South Pacific 
island-state was again thrown into disor- 
der on November and by a mutiny in the 
army. It was led by abou: 40 soldiers from 
the Counter-Revolutionary Warfare Squad- 
ron (cRw), the same unit that assisted 
George Speight, the leader of the May events. 
The rebels aimed to take over the army's 
command centre at the Queen Elizabeth 
Barracks in Suva and kidnap the army chief, 
Commodore Frank Bainimarama. But he es- 
caped and rallied loyal soldiers outside the 
barracks. In a ferocious assault, his troops re- 
gained control. Five of the rebels and three 
loyal soldiers were killed. Some rebels were 
later beaten to death while in custody, and 





Bloody Fiji 
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some government soldiers who died were 
unarmed. 

Mr Speight is not, apparently, impli- 
cated. He is in jail awaiting trial accused of 
treason. In May he took over Fiji’s parliament 
and kidnapped Mahendra Chaudhry, the 
then prime minister, and most of his cabinet. 
Mr Speight objected to the country being run 
by an ethnic Indian, rather than by an indig- 
enous Fijian. After releasing his prisoners, Mr 
Speight was at first allowed to go free, but 
was arrested in July with his supporters after 
they held on to their weapons. 

Eight of the crw soldiers arrested for 
backing Mr Speight were released on bail 
only a few days before last week’s mutiny, in 
what now looks like a miscalculation. The 
ostensible reason for the mutiny was anger 
about a decision to disband the squadron. 

Fiji has an army that is far larger than 


needed in the isolated island group. But itis a 
generous contributor of troops to United 
Nations’ peacekeeping missions in Lebanon, 
Bosnia and elsewhere. Unlike in 1987, when a 
military coup led by then-Colonel Sitiveni 
Rabuka removed from office a predomi- 
nantly Indian-backed government, this time 
the army has acted with discretion. Despite 
being almost 100% ethnic Fijian, the army 
held out against Mr Speight's racist bid to ex- 
clude the country's Indians (44% of the 
population) from holding political office. 

As soon as the May rebellion was 
crushed, the army handed over control to a 
civilian administration headed by a former 
banker, Laisenia Qarase. Nevertheless, the 
army remains the key behind-the-scenes 
power broker, and Mr Chaudhry seems un- 
likely to regain his job as prime minister. The 
latest mutiny is indicative of disunity within 





Basu the Marxist bows out 


CALCUTTA 


YOTI BASU, an octogenarian who was 

the world's longest-serving elected 

Communist politician, called it a day on 
November sth, stepping down as chief 
minister of West Bengal after 23 years in 
power. So venerable is he that his cabinet 
suggested also removing his special high- 
backed chair; Mr Basu, with commendable 
humility, said no. But with Mr Basu's Left 
Front heading for an election by next June 
under an electorally untried successor, 
West Bengal's 8om citizens face an uncer- 
tain future. 

His enemies mock the idea that it is the 
wellbeing of his state that accounts for Mr 
Basu's electoral success. Once regarded as 
India's Manchester plus its Athens, West 
Bengal (situated, confusingly, in India's 
east) now exudes an air of decline. Indus- 
trial decay began at independence, when 
part of the state joined Pakistan (later be- 
coming Bangladesh), and sped up during 
the 1960s and 1970s when left-wing unions 
terrorised factory owners. As chief minis- 
ter, Mr Basu undermined West Bengal's 
famous universities, offending a bookish 
people who collectively still publish 10,000 
magazines. India Today, a weekly maga- 
zine, greeted his retirement by calling his 
state a “wasteland”. 

Not quite. In its early days in power, the 
Left Front, an agglomeration of leftist par- 
ties dominated by Mr Basu’s Communist 
Party of India (Marxist), carried out a land 
reform that is still paying dividends. The 
poverty rate declined from 52% in 1978 to 
26% in 1994, according to the World Bank, 
the fastest rate of poverty reduction of any 
of India’s big states. (The record on income 
per head is less impressive.) Female literacy 
jumped from 46% in 1981 to 72% in 1994. 

















A modest success-story 

Mr Basu’s concern for the countryside 
has not endeared him to urban Bengalis, 
mostly Calcuttans. Most back the Left 
Front's main challenger, Mamata Banerjee, 
who is India’s railway minister and leader 
of the Trinamul (“grassroots”) Congress 
party, a Bengal-based constituent of the 
ruling national coalition in Delhi. The ap- 
peal of Miss Banerjee has lately spread to 
the left's rural bastions, where her party 
has started to win by-elections. 

Trinamul's recent success points to the 
chinks in Mr Basu’s record. The children of 
tillers who gained from land reform have 
grown up with higher expectations and 
less land with which to satisfy them. An- 
other Basu initiative, devolution of power 
to elected local bodies, has been corrupted 
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the army's ranks. Mr Rabuka, who retired 
from the army after the 1987 coup and later 
became prime minister, tumed up at the 
Queen Elizabeth Barracks in the midst of the 
mutiny, supposedly to act as a mediator. He 
has now been barred from entering any mil- 
itary establishment because of suspicions 
that he intended to install himself as military 
commander in Commodore Bainimarama's 
place. The key military spokesman during 
the earlier stages of the mutiny, Lieutenant- 
Colonel Filipo Tarakinikini, is also under in- 
vestigation for his involvement in the May 
affair. Both men have denied involvement in 
the putsch. But with the loyalty of two such 
heavyweight military figures now under 
scrutiny, Commodore Bainimarama , a na- 
valofficer, may have difficulty sustaining his 
authority within the army. 

== п 








by the Communists' quarter-century rule. 
It is a common complaint that these and 
other institutions, such as schools, have 
become arms of the party. Villagers in Bo- 
ral, near Calcutta, complain that the local 
government has not responded to their 
plea for money to clean irrigation canals. 
Silted drains, a state responsibility, are 
blamed for the severity of floods, which re- 
cently killed up to 1,000 people. 

To cure rural restlessness West Bengal 
needs to create industrial opportunity, but 
that will be hard. Mr Basu broke with com- 
munist dogma and began searching in ear- 
nest for private investors in the mid-1990s. 
One of his last official acts was to unblock 
the long-mooted privatisation of Cal- 
cutta’s Great Eastern Hotel, a run-down 
establishment that is twice as old as he is. 
Haldia Petrochemicals, a giant complex on 
the Bay of Bengal, began operation this 
spring. Though West Bengal still leads the 
country in strikes and lock-outs, its unions, 
like Mr Basu, have mellowed. His succes- 
sor, Buddhadeb Bhattacharjee, promises 
this will continue. 

Yet investors continue to be put off by 
West Bengal’s reputation and a govern- 
ment that has not done enough to change 
it. A task force on accelerating investment 
approvals completed a report last year that 
has yet to be fully implemented. 

The left may well carry on even with- 
out Mr Basu. The Marxists retain a for- 
midable—opponents say, vicious—orga- 
nisation in the countryside. Miss Banerjee 
has little hope of winning the state election 
unless she allies with the Congress party, 
the main opposition party at the centre. 
Congress's leader, Sonia Gandhi, will have 
no truck with Trinamul while it remains in 
the ruling alliance. Unless Miss Banerjee 
pulls out, Communists are almost certain 
to rule in West Bengal long after their stan- 
dard bearer has retired from the fray. 
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UNITED STATES 


And still no winner 


MIAMI AND WASHINGTON,DC 


Unless George W. Bush and Al Gore handle their nail-biting finish with 
restraint, thrills could degenerate into doubts about the election's legitimacy 


HE chairman of Florida's Republican 

Party described America's long election 
night as like being strapped to a rollercoaster 
for 24 hours. At one point, as supporters 
waited patiently in the rain, the vice-presi- 
dent telephoned Mr Bush to offer his con- 
gratulations and got into his limousine to 
make a concession speech—only to stop two 
blocks away and retract it as the vote tally 
plunged America into the political equiva- 
lent of a black hole. The situation, as The 
Economist went to press, was quite extraor- 
dinary: the agonising recount in Florida left 
the race still so close that all had to wait for 
absentee ballots from abroad, and for possi- 
ble legal challenges. 

If Mr Gore were now to pull off a victory 
from nowhere, it would produce something 
near to a parody of the status quo: a Demo- 
cratic president wins by the narrowest of 
margins with his opponents clinging on to 
both houses of Congress. If Mr Bush were to 
win, America would have all three 
branches—House, Senate and presidency— 
under Republican control for the first time 
since 1952. But Mr Bush would have won 
without a majority of the popular vote, and 
the Republicans would have the trappings 
of control without anything like a mandate. 

Either outcome is essentially a tie (in- 
deed the Senate may yet end as literally a tie, 
with each party having 50 seats each, though 
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that means the Republicans will retain nom- 
inal control). And that accurately reflects the 
country’s indecision. 

Faced with a choice of Messrs Bush and 
Gore, Americans could not make up their 
minds. Socially, the country split equally. 
Exactly half of voters with an annual income 
of $30,000-50,000 voted for Mr Gore; 46% 
went to Mr Bush. One step up the income 
scale, you see the pattern in mirror image: 
50% of voters earning $50,000-75,000 went 
for Mr Bush, 47% for Mr Gore. High-school 
graduates divided down the middle, with 
48% to each man. And soon. It was an almost 
mathematically precise division. 

Behind the perfect split, though, broader 
patterns emerge. The election saw a big gen- 
der gap. Women voted for Mr Gore by 54% to 
42%—but this was slightly less than the edge 
by which they favoured Bill Clinton in 1996. 
Mr Bush did better than Republicans usually 
do among Latinos, reducing the Democrats’ 
previous advantage from seven to two to two 
to one. Despite all Mr Gore’s rhetoric about 
“fighting for working families”, 46% of those 
who described themselves as “working 
class” voted for Mr Bush. 

These Republican inroads into the Dem- 
ocrats traditional sources of support explain 
why the vote was so agonisingly close. But 
they reflect, rather than clarify, a bigger mys- 
tery: why Mr Gore did not win easily, con- 





sidering the state of the economy. His decline 
during the later stages of the campaign was 


little short of stunning. In September, it — 


seemed that he was about to soar away from 
Mr Bush on an updraft of credit for econ- 
omic performance. 

On the night, some Democrats blamed 
Ralph Nader for the fall, arguing that he 
could have been the deciding factor in nar- 
rowly contested states, such as Florida and 
Oregon. In a race this close, anything can be 
decisive. But the fact is that Mr Nader's over- 
all vote faltered and he fell far short of his 
aim of winning 5% of the vote—and federal _ 
funding for his Green Party next time. 

Others blamed Mr Gore's decision to — 
distance himself from Bil] Clinton. Ed Ren- 
dell, the party chairman, asked why the 
president was not sent more often to Arkan- 
sas, his home state (which Mr Gore lost). But 
the president seems to have been more of a 
liability than an asset for Mr Gore: 44% of 
voters said his scandals were either very or 
somewhat important to them. 

The main reason why Mr Gore did not 
run away with the election is that at a time of 
unprecedented prosperity he chose to run as 
a populist, left-of-centre candidate. That re- 
flected a fundamental decision about the di- 
rection of the Democratic Party. 

In the late 1990s, some Democrats argued 
that Mr Clinton’s adoption of market-based 
ideas had gone far enough. The party should 
now concentrate insteac on extending enti- 
tlements to the middle class, thus bonding 
America’s more affluent voters to the idea of 
government programmes and to the Demo- 
crats who supported them. Mr Gore eventu- 
ally backed the idea, and his campaign was a 
test of whether it could be the basis of a solid 
governing majority. 

The result suggests itcannot—and that is 
trueeven if MrGore ends upas president. He 
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|: waged а constituency-based campaign; de- 

 livering messages tailored to traditional 
‘Democratic constituencies (such as саг 

` workers, teachers and blacks). This paid off 
in terms of machine politics. Of households 
with union members in them, 5996 voted for 
Mr Gore. That pushed him over the top in 
Michigan and Pennsylvania. 

But this limited his appeal to broader 
groups. Mr Gore's attempt to convert old folk 
by raising the alarm over Social Security 
backfired: 57% of voters said they liked Mr 
Bush's proposal to privatise part of the sys- 
tem—and those voters backed Mr Bush by 
two to one. A bare majority of voters over 60 
supported Mr Gore, fewer than backed Mr 
Clinton. And a stunning 70% of voters said 
they owned shares; they went for Mr Bush 
by 51% to 47%. 

In essence, argues Will Marshall, the 
head of a Democratic think-tank, this elec- 
tion produced a mandate for moderation, 
not for populism. Voters refused to give a 
clear mandate to either side. And in the one 
area where radical reform was on the ballot 
directly, in the form of referendums on 
school vouchers in Michigan and California, 
it went down to decisive defeat. Voters 
plumped for centrist policies, as usual. 

Perversely, the uncertainty of the result 
may make that moderation hard to achieve. 
Two problems bedevil the result—~and may 
poison the victory. 

The first affects only Mr Bush. Even if he 
wins the presidency, he will not win the 
popular vote. On Thursday morning, with 
around 3m votes uncounted, he lagged be- 
hind Mr Gore by fewer than 300,000 out of 
roughly 97m votes. It is unlikely the eventual 

tally will erase Mr Gore's leac. Mr Bush won 
a large number of small states by narrow 
margins (Arkansas by four points, Tennessee 
by four). Mr Gore won some big states by 
huge margins (New York by 25 points, Illinois 
by 11). Hence the possibilite of the result 
many people feared—an electoral-college 
president who lost the popular vote (though 
it was supposed to be Mr Gore). 

On its own, this might not be cause for 
dismay. In 1888, the last time а president was 
elected who did not win the popular vote, 
the defeated candidate, Grover Cleveland, 
was asked why he thought he had lost. “Ве- 
cause the other side got more votes," was his 
laconic reply. This time too, both sides have 
said they will respect the electoral college. 
There will be demands to reform the elec- 
toral system--as happened in the late 19605 
and late 1970s—but that will not affect the 
way this election is perceived. 

The second problem would affect both a 
Bush and a Gore presidency: the losing side 
will feel cheated. Conspiracy theories 
abound on both sides. Republicans’ are 

“whispering dark things about everybody, 
: from the liberals in the media (who called 
Florida for Mr Gore) to the state's attorney- 
general, who happened to be Mr Gore's 
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campaign manager. Democrats are focusing ^ 


their fire on the lay-out of the ballot paper in 
Palm Beach County. There, Mr Gore’s name 
appeared immediately below Mr Bush's. 
Next to it was a hole you punched to cast 
your vote. But if you voted for Mr Gore by 
punching the second hole down, you were 
actually choosing Pat Buchanan, whose 
name appeared on the other side of the pa- 
per, to the right of the punch holes. 

This sounds trivial. It may not be. Palm 
Beach County turns out to be the only place 
in Florida where Mr Buchanan and Mr Gore 
both polled well (Mr Buchanan did well 
elsewhere, but in areas won by Mr Bush). 
Two young economists working for the Gore 
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campaign estimate that had Palm Beach be- 
havedlikeevery other county in thestate, Mr 
Buchanan "should" have received about 
1,200 votes. He got 3,400. This raises the pos- 
sibility that 2,200 Buchanan votes were actu- 
ally Gore votes mistakenly cast. 

This was not deliberate fraud, so the re- 
sult cannot be challenged on that basis (the 
ballot paper was designed by a Democrat). 
Norcanitbereadily checked since, of course, 
the vote was secret and ballot papers are not 
identified. But there were numerous exam- 
ples of voters claiming irregularities during 
polling hours and several private court ac- 
tions are pending. 

This is a bad sign. If Mr Bush ends up 
winning Florida by less than 2,200 votes, it 
will be possible to say that he did not have a 
popular mandate, and had won the electoral 
college only because of a mistake. 

That possibility does not automatically 
become a wider crisis of legitimacy. Many 
tired voters may discount it as little more 
than a technicality. And when a president is 
elected, there is an invariable tendency— 
however short-lived—to rally round the vic- 
tor. But whether the immediate problem 
turns into a bigger one depends on how the 
candidates handle it now. 


Atimefor leadership 


In 1960, Richard Nixon refused to challenge 
some dodgy-looking returns that handed 
the election to Jack Kennedy for fear that he 
might destabilise the country. He became 
president eight years later. With luck, the 
loser will show the same restraint. 

As for the winner, one way of respond- 
ing to the notion of a weak presidency and 
the prospect of disastrous partisanship 
would be to offer a grand political bargain. If 
he wins, Mr Bush could junk some of his 
controversial policies—scale down the big 
tax cut, for example—in retum for congres- 
sional co-operation from centrist Demo- 
crats. That seems to be what voters want. 

But if that does not happen, the result 
may fester. Thiselection has taken place only 
two years after the partisan trauma of im- 
peachment. itis not hard toimagine disputes 
over the Florida vote being followed by re- 
taliatory complaints in other close races 
where Democrats won, such as Wisconsin 
and Minnesota. Nor is it hard to imagine 
some conflict between president and Con- 
gress degenerating into partisan warfare. 

So if Mr Bush does win, the immediate 
post-election period could prove an early 
and ferocious test of his claim to be “a uniter, 
not a divider”. Mr Gore would face the same 
challenge. One of the few things you can 
safely say about this election is that it was a 
vote tochange the way Washington works. If 
the winner passes that test, he will have done 
much to meet voters’ expectations. If he fails, 
the election risks renewing partisan bitter- 
ness in unpredictable and nasty ways. 

а — 1 
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| Sage 
Republican by a 
whisker 





WASHINGTON, PE 


N THE morning after the most extraor- 
dinary American election in modern 
history, one thing at least was certain. The 
Republican Party had, just, retained control 
of Congress. 
Of the 435 seats in the House of Repre- 
sentatives, the Republicans won 220 and the 
Democrats 211. Independents continued to 
hold two seats, and two districts were unde- 
cided as The Economist went to press. In the 
Senate, the Republicans held 50 seats and the 
Democrats 49. One Senate seat, in Washing- 
ton state, was still too close to call, with a 
large number of postal ballots still un- 
counted. 
However, even if that seat went to 
the Democrats, leaving the Senate split 
equally for the first time since the 1880s, 
Republicans would, in fact, retain con- 
trol. Constitutionally, the vice-president 
casts the deciding vote ina Senate tie.In a 
Bush presidency, Vice-President Dick 
Cheney would cast the vote in favour of 
the Republicans. In a Gore presidency, 
Joe Lieberman would have to give up his 
Connecticut Senate seat (which he has 
just re-won) to become vice-president. 
The Republican governor of Connecti- 
cut would almost certainly appoint a 
Republican replacement. So, either way, 

` the Senate, by a whisker, stays with the 
elephants. 

Although most of the pre-election 
punditry concentrated on Republican vul- 
nerability in the House, in the end it was in 
the Senate that the party lost most seats. Be- 
fore November 7th, the Republicans held 54 
Senate seats, compared with 46 for the Dem- 
ocrats. The Senate races also won the prize 
for the most colourful array of characters, 
cash and extraordinary circumstances. 

Hillary Clinton's historic race (see next 
story), grabbed most attention; but it did not 
affect the balance of power, since Mrs Clin- 
ton succeeds Daniel Patrick Moynihan, a re- 
tiring Democrat. Nor did the gold-plated 
victory of Jon Corzine, a former boss of 
Goldman Sachs, who spent $60m on his Sen- 
ate bid in New Jersey; he too succeeds an 
outgoing Democrat. The most bizarre race of 
all did, however, produce a power shift, 
when despite being dead Mel Camahan, the 
former governor of Missouri, ousted John 
Ashcroft, the Republican junior senator. 

Democrats also picked up Republican 
Senate seats in Minnesota, Michigan, Dela- 
ware and Florida. They may yet gain Wash- 

ington, where Maria Cantwell, a dotcom 
"wizard, spent $10m of her own money to try 
to unseat Slade Gorton, the incumbent Re- 
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publican. No obvious single issue domin- 
ated these races, though three of the ousted 
Republicans—in Michigan, Missouri and 
Minnesota—were first-term senators who 
arrived in the Republican landslide of 1994. 
In Florida, the quest for a moderate 
seemed central. The unsuccessful Republi- 
cancandidate, Congressman Bill McCollum, 
isa firebrand Republican, and was one of the 
House prosecutors in Bill Clinton's im- 
peachment trial. In Delaware, age was the is- 
sue. Voters turfed out 79-year-old Senator 
Bill Roth, a 30-year Senate veteran, the third- 
most-senior Republican in the chamber, 
and architect of the tax-advantaged savings 
instruments called “Roth ras”. Mr Roth fell 
down twice in the final months of cam- 
paigning, once in view of the ту cameras. 
Republicans, too, had their successes, 
picking up Senate seats in Nevada and Vir- 





ginia and holding on to other western states, 
such as Montana, that had seemed in jeop- 
ardy. Although Virginia’s voters are increas- 
ingly staunch Republicans, this race was as 
much one of personality as partisanship. 
George Allen, the Republican candidate, is 
an effusive, larger-than-life former gover- 
nor. The Democrat, Chuck Robb, was his 
usual stiffer, much less effective self. 

Along with all these changes, the voters 
also sent back many familiar faces to the 
Senate. Ted Kennedy romped home to a sev- 
enth term, defeating his opponent by over 
60% (and ensuring that Hillary Clinton will 
have a rival as the liberal senator conserva- 
tives most love to hate). Trent Lott, the Re- 
publican majority leader, won his seat in a 
race that was so certain that no one bothered 
to do any polling. Robert Byrd, the octoge- 
narian Democrat from West Virginia and 
doyen of the pork-barrel, overwhelmingly 
won his seat. 

Though most of the faces stay the same 
in any single Senate race (since only a third of 
the senators are up for re-election at any one 
time), the new Senate will feel rather differ- 
ent. There will be more female senators—a 
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record 12, or, with Ms Cantwell, even 13. 
There will be more high-profile individuals, 
most notably Mrs Clinton. And, given the. 
narrowness of the majority, it will be even 
harder for the Republican leadership to keep 
control. Whether this forces greater biparti 
san co-operation or, in the tradition of th« 
last redd whether it promotes endle 
party wrangling is unclear, and depend 
part on what happens inthe House. . 
And there, once the dust has settled, re- 
markably little has changed overall. The Re 
publican majority will be smaller (by two to 
three seats) but, compared with other recent 
House elections, the changes are tiny. 
This. year ће Democrats, as expected 
did extremely well in the West. They picke: 
up all four Republican seats in California. 
that were deemed crucial for taking the 
House, while simultaneously clinging on to _ 
their two most vulnerable California 
seats. The top Democratic prize was th 
defeat of James Rogen, another Clinto 
tormentor during the impeachmen 
trial, in the most expensive House race 
ever. In Silicon Valley, Mike Honda mo 
bilised the local Democratic machine t 
defeat his Republican opponent's high: 
tech appeal. Democrats also picked и 
seats in the rest of the country, includin: 
districts in Utah, Oklahoma, Washin 
ton and Arkansas. There, in the distric 
where Mr Clinton was born, a four-term 
Republican who had voted to impeach 
him was kicked out. 
But set against these Democrati 
gains were a number of Republican vi 
tories elsewhere in the country. i 
Connecticut, Sam Gejdenson, a long- 
serving Democratic congressman, Was 
booted out by a Republican challenger, 
as (by only 500 votes) was David Minge, an: 
eight-year Democratic veteran from Minne- 
sota. Republicans also won open, formerl 
Democratic, seats in Virginia, Pennsylvania, 
Missouri and West Virginia. In Kentucky, the . 
Republicans held on to several vulnerable: 
districts. And in New York, the parties sim- 
ply swapped districts. 
There was, in short, much sound and. 
fury about the House races, which in theend 
signified little. The Democrats failed in what 
was perhaps their best shot in yearsatrecap- 
turing control. Republicans ended up with a. 
tiny majority that made party cohesion 
(hardly a hallmark of the Republican House) 
less likely than ever. 
What will this mean? The House even | 
more than the Senate, has been on partisan- 
induced pause this year. The obsession with 
winning control in the 2000 election meant: 
that neither party was prepared to do any- 
thing much. Whether the 107th Congress will 
be any different will depend on the parties’ 
leadership in both the House and Senate: 
and, not least, on who ends up at the other 
end of Pennsylvania Avenue. 
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Retort of the campaign 
“You don't have to get snippy!" 
AlGore, allegedly, to George W. Bush when 
he rang to retract his concession, “The To- 
dayShow", NBC, November 8th 

xn 
Rock star of the campaign 
"It reminded me of the kind of trust exer- 
cise you'd do at summer camp." 
Alan Keyes, the Republican candidate, 
who dived into a “mosh pit" in Iowa 

**+* 
Bestcampaign product 
A "Lieberman 2000" yarmulke, available 
for $15 from zipple.com 

xe 
Kiss of the campaign (1) 
“That great sucking sound you hear, is the 
sound of the media’s lips coming off of 
John McCain’s arse.” 
Marvin Bush, brother of George W., during 
the primaries, February 10th 








The New York Senate race 


A future 
president? 


NEW YORK 


O IT is Hillary for the Senate—and in the 
end, her victory was comfortable. Con- 
founding predictions that this race would be 
as close as the presidential contest, Mrs Clin- 
ton trounced Rick Lazio by 56% to 44%, be- 
coming the first female senator for New 
York, and the first sitting First Lady to win 
elected office. Defeat would have meant 
early retirement. Now Mrs Clinton can plau- 
sibly dream that she will one day return to 
the White House as more than a guest. 
Theextent to which Mrs Clinton won the 
Senate race, as opposed to Mr Lazio losing it, 
is certainly debatable. In New York, at least, 
Al Gore won the presidential poll in a land- 
slide, by 60% to 35%. This meant that, for Mr 
Lazio to win, a huge number of Democrats 
would have had to split their votes. Though 
plenty did, there were nowhere near enough, 
and Mrs Clinton will probably feel that her 
support among Democrats was as strong as 
she could reasonably have hoped for. Cer- 
tainly she fared much better than another 
famous Democratic carpetbagger, Bobby 
Kennedy, who in 1964 was elected senator 
for New York with a majority of only 719,000 
on a day when Lyndon Johnson, the presi- 
dential candidate, carried the state by 2.5m 
votes. Mrs Clinton polled barely 300,000 
votes fewer than Mr Gore. 
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Kiss of the campaign (2) 
"It was kind of an outpouring.” 
Mr Gore on his and Tipper's snog at the 
Democratic Convention in Los Angeles 
*** 
Best analysis of election night 
“It’s spandex tight.” 
Dan Rather, CBS, November 7th 
xe 
Wishful-thinker (1) 
“Tm a survivor." 
Republican presidential candidate Gary 
Bauer, who fell off the stage during a pan- 
cake-flipping contest in New Hampshire. 
His candidacy fell off soon after 
*** 
Wishful-thinker (2) 
“{Joe Lieberman] is a rock star, like Barbra 
Streisand." 
Representative Robert Wexler, comment- 
ing on Mr Lieberman's reputation in 
South Florida 





Most persistent candidate 


Mel Carnahan of Missouri, RIP 
*** 


Party of thecampaign 

The Reform Party, which produced two 
candidates, John Hagelin and Pat Bu- 
chanan. Mr Buchanan received the federal 
funding that was owed to a party which 
had won 8% of the vote in 1996, and won 
around half a percent of the popular vote 
on Tuesday. 








When the idea of a Senate run was first 
floated a couple of years ago, it was widely 
regarded as a joke. But, after a faltering start, 
Mrs Clinton proved herself a formidable 
campaigner, though she hardly set pulses 
racing. She raced around tirelessly; if in any 
corner of this big state there was pain, she 
travelled there to feel it. This effort enabled 
her to beat Mr Lazio even in upstate New 
York, traditionally a Republican stronghold, 
as well as thrashing him, as expected, in New 
York city. Indeed, she outpolled her oppo- 
nent in almost every significant sub-group 
of the electorate—except among white men 
and on Mr Lazio's home turf, Long Island. 

At theirelection-night party, Republican 
activists greeted their man with genuine af- 
fection. He is as likeable as a politician can 
be, and everybody knew what he meant 
when he said “I feel like the Mets"—a refer- 
ence to the city's losing team in the recent 
baseball World Series, who played out of 
their skins but were not quite good enough. 

Privately, however, senior Republicans 
were not convinced that Mr Lazio had been 
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on top of his game. His campaign organisa- 
tion was often shambolic, his strategy never 
sharp. He may not have been helped by rely- 
ing heavily on advisers from outside the 
state, such as Mike Murphy, John McCain's 
former campaign manager. Having quickly 
achieved widespread name-recognition, he 
failed to move on from being merely a nega- 
tive "anti-Hillary". Voters knew that Mrs 
Clinton is not a native New Yorker, and that 
questions could be asked about her charac- 
ter. But they needed a positive reason to vote 
for Mr Lazio. Instead, Mr Lazio ended up 
with some nasty partisan skirmishing, such 
as seeming to suggest that Mrs Clinton in 
some way supported the recent terrorist at- 
tack on the USS Cole in Yemen. 

The turning point was probably the first 
televised debate, when Mr Lazio won a bat- 
tle over campaign-finance reform but lost 
the war, by coming across as mean-spirited 
and superficial. The most expensive Senate 
race yet was also one of the most unsavoury. 
It was leavened only by rare moments of hu- 
mour, as in the third televised debate, when 








Senator, family member, accompanying person 
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the candidates were asked to say something 
nice about each other. "He's an attractive 
young man,” said Mrs Clinton. “You're an at- 
tractive woman,” replied Mr Lazio. “And I'm 
sure you're a very good mother as well." 
Perhaps Mr Lazio could never have 
overcome two unlucky breaks. He was very 
late in starting his campaign, thanks to the 
dithering of Rudolph Giuliani, the mayor of 
New York city, who eventually decided not 
to run because of illness and marital pro- 
blems. Libby Pataki, the governor’s wife, has 


publicly blamed Mr Giuliani for not with- 
drawing sooner. 

But the biggest blow was George W. 
Bush's defeat of John McCain for the Repub- 
lican nomination. Mr McCain is popular in 
New York, unlike Mr Bush, whose candidacy 
made a comfortable Gore victory inevitable. 
The irony will not be lost on Mr Gore, who 
has now given a helping hand to the woman 
who has spent the past eight years stealing 
the limelight from him. 








Dead man winning 


ST LOUIS 


E MAY have been killed three weeks 

ago in a plane crash, but on Novem- 
ber 7th Mel Carnahan, the late governor 
of Missouri, comfortably won a seat in the 
Senate. His opponent, Senator John Ash- 
croft, conceded on Wednesday afternoon. 
He could have challenged the election of a 
cadaver, but decided not to. 

When Roger Wilson, the present gov- 
emor (at least until January, when the 
newly elected Bob Holden replaces him) 
assumed office after Camahan's death, he 
announced that he would appoint the 
governor's widow, Jean Carnahan, to fill 
the vacancy if her husband were elected. 
This set off a round of charges as to 
whether adead person could bea resident 
of the state (as required by the constitu- 
tion), and whether Mr Wilson could le- 
gally offer the job to anyone before the 
election. Republican Party officials talked 
of challenging a Camahan victory. 

Mr Ashcroft suspended his campaign 
during the mourning period for Carna- 
han. It never really recovered. He tried to 
kick it off again by doing volunteer work 
at homeless shelters around the state un- 
der the eye of camera crews. In the last 
week, he aired a small number of televi- 
sion ads and wentona bus tour of some of 
Missouri's smallest rural towns. John 
Danforth, who held his Senate seat before 
him, made a commercial defending Mr 
Ashcroft's record. 

Mrs Camahan made one 60-second 
commercial, held one press conference 
outside her farmhouse and made one ap- 
pearance on ABC's “This Week”. After the 
shock subsided, the Camahan campaign 
began producing "Still With Mel" buttons 
and bumper-stickers by the hundreds of 
thousands. One of Camahan's favourite 
sayings, "Don't let the fire go out"—re- 
vealed during Robin Carnahan's tribute 
to her father at his funeral—became the 
rallying cry of the campaign. In more than 
one front yard, Carnahan signs appeared 
draped in black. 

E Under Missouri law, Carnahan's 














From widow to senator 


name could not be removed from the bal- 
lot. This led to a dirty trick, allegedly (and 
plausibly) perpetrated by the Republi- 
cans, in which voters were told in pre-re- 
corded telephone calls to write in Jean 
Carnahan's name on the ballot if they 
wanted to support her. In fact this would 
have meant a wasted vote, as a write-in 
name would not have been counted. 
Democratic poll-workers distributed 
warnings at polling places. 

Polling places became a last-minute 
focus of controversy in the race. In St 
Louis, a judge, hearing of extensive voting 
problems, ordered the polls to remain 
open until торт. An appellate panel re- 
versed this order an hour later. 

Mr Ashcroft's concession may not be 
the end of the story. Rumours abound that 
Senate Republicans may refuse to let Mrs 
Carnahan take her seat. But even if Mr 
Wilson's appointment of her falls 
through, the incoming governor, Mr 
Holden, a Democrat, can still appointher | 
or another Democrat to fill the vacancy 
until a special election is held in 2002. 








THE ECONOMIST NOVEMBER 11TH 2000 


UNITED STATES 
Ballot initiatives 


Pot and 
vouchers 


SAN FRANCISCO 


OWEVER slighted Americans may 

have felt about the-most visible bit of 
the election, they got the chance to influence 
policy more directly at the local level. In 42 
states, 204 ballot initiatives offered voters 
tough choices on a wide array of issues. In the 
past few years, initiatives have become 
increasingly popular; but voters seem to use 
them for modest experimentation, rather 
than anything radical. 

Marijuana, a hardy perennial on the bal- 
lot, was approved for medical use in Colo- 
rado and Nevada, but а proposal for full- 
scale legalisation of pot in Alaska (where 
medical marijuana is already legal) fell well 
short of passing. In Oregon and Utah voters 
approved initiatives to reform asset-forfei- 
ture laws, which often apply in drug cases. 
The new measures require that governments 
prove a defendant's guilt, rather than merely 
show suspicion, before confiscating his 
property. Californians voted, by a large mar- 
gin, to mandate treatment rather than prison 
for non-violent drug offenders, but voters in 
Massachusetts narrowly. rejected a similar 
initiative. 

The general success-of these measures 
owes much to the efforts, and cash, of 
George Soros, John Sperling and Peter Lewis, 
the well-heeled triumvirate who are trying 
to suggest alternatives to America's failed 
war on drugs. In the past four years, Mr Soros 
and friends have helped pass medical-mari- 
juana referendums in seven states and the 
District of Columbia. America remains over- 
whelmingly spliff-unfriendly. 

Various civil-liberties issues on the bal- 
lots also yielded mixed results. Coloradans 
voted down a measure that would have re- 
quired a 24-hour waiting period for abor- 
tions, but passed an mitiative requiring 
background checks for firearms purchases at 
gun shows (as did Oregonians). By a very 
slim margin, Mainers rejected a proposal to 
make doctor-assisted suicide legal, leaving 
Oregon, which passed a similar measure in 
1998, the only state in the union with a right- 
to-die law on the books. Finally, in Alabama, 
voters got round to doing away with their 
state constitution's ban on interracial mar- 
riage (though not without reluctance; 
around 40% of Alabamians voted to keep the 
law, which is unconstitutional under the 
14th amendment). 

Gay-rights advocates losta few battlesin 
this batch of initiatives. Nebraskans and Ne- 
vadans voted overwhelmingly in favour of 
measures banning same-sex marriage, and 
Mainers declined to ratify a bill that would 
have granted protections against discrimi- 
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The Spoiler 


SAN FRANCISCO 


HILE Democrats and Republicans 

sweated through election night and 
on through the next day, one group of vot- 
ers already knew what they needed to 
know. Ralph Nader, the presidential can- 
didate for the Green Party, had no illusions 
that he would win. He probably swung a 
number of states to George W. Bush. But 
did he succeed by his ownstandards? 

On his main aim of winning 5% of the 
popular vote, enough to ensure federal 
funding for the next time round, the an- 
swer was no: he won just 3%. On the other 
hand, the Reform Party's federal funds did 


A success amid his failure 








nation on the basis of sexual orientation. 
However, in Oregon, a slim majority voted 
not to prohibit schools from encouraging, 
promoting or sanctioning homosexuality. 
Animals seem to have fared only slightly 
better. Washington voters banned the use of 
cruel traps and certain kinds of poisons on 
wildlife, but Oregonians, despite the efforts 
of the Humane Society, rejected the same 
measure. In Massachusetts, a proposal to 
ban dog-racing died by a short head. 
Education isa favourite subject for ballot 
measures, and two attempts to introduce 
school vouchers both failed, a well-funded 
but over-ambitious one in California and a 
less heavily promoted but more modest one 
in Michigan. Plutocrats, who favoured 
vouchers, and the teachers’ unions, who 
didn’t, spent more than $60m on the two 
contests. Another education measure op- 
posed by the teachers’ unions had more 
luck, when Ron Unz, the Silicon Valley entre- 
preneur who two years ago successfully per- 
suaded Californians to reject bilingual edu- 
cation, pulled off the same trick in Arizona. 
And Californians made it easier to raise 
money for new schools by lowering the ma- 
jority required to introduce school bonds. 
States addressed a hodgepodge of other 
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remarkably little to help Pat Buchanan. 

Appropriately, Mr Nader devoted 
some of his first speech after the election to 
the memory of David Brower, a patron 
saint of the environmental movement, 
who died on November 5th. Mr Brower 
helped found or build up pressure groups 
such as the Sierra Club and Friends of the 
Earth. But he also alienated more moderate 
members of the environmental movement 
by refusing to tone down his views. 

Being right rather than liked has cer- 
tainly been Mr Nader’s approach to poten- 
tial sympathisers within the Democratic 
Party. Exit polls show that 
half of Mr Nader's voters 
would otherwise have sup- 
ported Mr Gore; and many of 
therest would not have voted 
at all. 

So does inserting yourself 
into the middle of one of the 
tightest races ever ensure you 
a place in history as anything 
other than a footnote? The 
loss of votes to the Greens 
may encourage Democrats to 
extend the boundary of their 
party a little further to the left, 
which might put more Green 
issues into the centre of the 
political stage. But fury with 





Mr Nader will keep all but the most ver- 
dant of Democrats from seeking direct in- 
put from the Green Party for some time. 

This is a pity. There is a certain nobility 
to Mr Nader's steady refusal to accept the 
argument that his votes somehow belong 
to someone else. Those 2.6m Americans 
who voted for him may have meant many 
different things when they did so—the 
Green ponchocovers a great many views— 
but they are too numerous to ignore. Set 
beside the twin monoliths of the two main 
parties, the Green Party provides a home 
not just for those who think that the envi- 
ronment is the most important issue in 
politics butalso for those who unapologet- 
ically loathe free trade, and for those who 
are furious about special interests. Regard- 
less of the merit of these causes, Mr Nader 
is their only clear champion. 

Mr Nader probably has some room to 
grow. Under Ross Perot, the Reform Party 
climbed far higher in its first two elections 
than the Greens have done in this one; but 
the Reform Party was Mr Perot's creation. 
The Greens existed long before Mr Nader | 
joined them (and he was a people's hero 
long before Greens were a force on the 
scene) His core concerns are rooted in 
economic justice. Many Green folk seem 
more obsessed by trees. | 

The horrible scare that Mr Nader has 
given to the Democrats may not be the best 
thing he could do for his old party. But it 
was probably the best blow he could strike 
for his new one. 








issues as well. In several states, voters gave 
themselves different kinds of tax relief, and 
South Carolinians and South Dakotans 
voted against a ban on video lotteries. Sev- 
eral states also voted on how precisely to di- 
vide the spoils of tobacco settlements. 

Notall the referendums that passed may 
seamlessly blend into the states' laws, of 
course. The anti-gay-rights measures, for ex- 
ample, will surely face a barrage of legal 
challenges, as similar laws have done in re- 
cent years; for the time being, they heighten 
the disparities in gay rights across state lines. 
(Since July, for example, Vermont has recog- 
nised civil unions between same-sex cou- 
ples; nowhere else has.) And the federal gov- 
emment will probably find ways to contest 
the Soros-sponsored drug-reform measures, 
asit has done already in medical-marijuana 
states like California. 

Yet even legally stillborn initiatives can 
spawn interesting policy debates. Conflict- 
ing gay-rights laws may force decisive litiga- 
tion on the matter, for example, and a battle 
between the states and the federal govern- 
ment over drug laws may be just the spark 
that is needed for a long-overdue national 
dialogue on the drug war. 

Many observers argue that ballot initia- 


tivesare merely a crude tool for moneyed in- 
terests to circumvent deliberative democ- 
racy. This may be true, but the direct 
referendum has become a fixture of elec- 
tion-year politics nevertheless. And given 
voters' willingness to experiment with novel 
policies, and their record of relative restraint 
in doing so, that cannot be all bad. 
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We are proud of the diversity of our 
client list. It actually extends beyond the human, 
if you take into account Robotics, an exhibition we're 
sponsoring at The Tech Museum of Innovation in 
San Jose. It is born of a firm-wide endeavour to bring 
understanding to the revolution that is changing our 
world; and to inspire young minds who will one day 
carry it further. А new horizon, a new playing field. 
The same intelligence, the same fervour. 
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SMART. 





We call it a smartphone. It's the revolutionary new Ericsson R380, featuring the Mobile Internet. With the flip open, 


the touchscreen boasts e-mail, WAP. an organizer and even handwriting recognition, all at a tap of the stylus. 





Flip closed, it appears to be a simple mobile phone. Not only mighty intelligent, o»? 
р PP р р only mighty 8 ERICSSON P 


it seems, but also delightfully modest. www.ericsson.com/r380 
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1 There are many admirable things 
| about the American political sys- 
|; tem, not least its ability to force 
| politicians to get to know every 


‘countable outside groups—and 
гап additional $1 billion or more 
“has been spent on state contests. 


. litical system is not rotting from 





T HAS been a week of dramatic surprises. But, looking at the 
campaign as. a whole, one of the unexpected delights of this elec- 
tion is how a subject that was once the prerogative of Beltway 
bores kept threatening to turn into a popular crusade. Campaign- 


finance reform popped up at the start of the process, when Bill 


id, particularly, John McCain shook their parties’ estab- 
lishments. It popped up at odd points in the middle of the cam- 
paign (as when Rick Lazio tried to cajole Hillary Clinton into sign- 
inga pledge to ban soft money). And tt popped up atthe end, when 
Ralph Nader, the most prominent ranter against money politics, 
drained votes from Al Gore. 

Now it should be central to any post-mortem on the election. 


рап of their sprawling country. 
But there is no doubt that thecam- 
paign-finance system is badly 
broken. A country that regards it- 
self as an international torch- 
bearer of democracy would be 
wise to make sure that its own po- 


within. 

This year's election has been 
the most expensive in American 
history. An estimated $3 billion ` 
has been spent on presidential 
and congressional races—includ- 
ing millions of dollars by unac- 


Expenditure is up nearly 50% from 
the 1996 election, a contest that supposedly set an all-time low in 
money-grubbing and rule-bending. 

George W. Bush raised an astonishing $100m for his primary 
campaign: so much money that he decided to do without federal 
matching funds and the limitations that went with them. Jon Cor- 
zine, a former head of Goldman Sachs, spent around $60m of his 
$400m fortune to become a senator from New Jersey—and suc- 
ceeded. The influence of money could be seen every wherein poli- 
tics, from the lavish feasts that special interests put on for their 


hired shills during the political conventions to the free cigarettes 


that Democratic enthusiasts gave to homeless people in Wiscon- 


sinin an attempt to persuade them to vote. 


The most dramatic feature of the election was the increase in 
“soft money"—political contributions from companies, unions 
and fatcats thatescape federal rules because they goto party orga- 
nisations rather than particular candidates. Common Cause, à 
think-tank, points out that the Democratic and Republican na- 
tional party committees raised a record $393m in soft money in the 
first nine months of this year, compared with $207m in 1996. 

This rising tide of soft money has all but eroded the three pil- 
lars of America's campaign-finance system: the ban on corporate 


contributions, strict limits on individual donations and public fi- 


nancing for the presidential campaign. Companies and unions 
may be barred from making direct political donations, but they 
can spend unlimited amounts of soft money on issue ads. All can- 
didates may be banned from taking contributions of more than 


`. |. $1,000 from individuals or $5,000 from political action committees 
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Selling America to the highest bidder 





































in any election cycle; bu: they can take unlimited sums 
side sources by establishing separate soft-money cor 
When Bill Clinton and Bob Dole introduced the idea of soft mon 
in 1996, they seemed to have discovered a novel way to get r 
the election rules. Now soft money has become just another ра 
of the American politica: landscape. | 
The underlying reason why Americans spent so much on poli 
tics in 2000 wasin part because they had so much money tospend. | 
Special interests, such as the trial lawyers, are flush with tobacco. ~ 
loot and determined tc keep the good times rclling. The ever 
growing battalions of the mega-rich are also looking for intriguing... 
ways to use their money. Jane Fonda gave almost $12m toa new: 
abortion-rights group in Septem 
ber. Tim Draper, a Silicon Valley 
venture capitalist,spent $zomona | 
school-voucher initiative, though | 
itstill got trouncec this week. 
But two other things also in. 
creased the ^ corspicuous соп 
sumption. The first was that so. 
much rested on a knife-edge: nc 
just the presidency, büt also con 
. trol of both houses of Congress. 
~The second was the Clinton f 
It is no accident that two: 
most expensive races in the elec 
tion—the $80m Senate race in New 
.. York and the $10 congressional. 
race in Californiz's 27th distric 
featured Bill Clinton's wife (уу 
моп)апа hisenemy, James Rogan, 
one of the House managers durin 
the impeachmentcrisis (who lost). 
Does. this matter? Why 
shouldn't Mr Corzine, a rather 
benevolent bearded cove, be allowed to spend г fragment of his. 
fortune on his nice new hobby? Why shouldn’t the nation’s taxi 
dermists, trial lawyers (or whoever it may be) express their hea 
felt opinions on “issue ads"? | 
Because it is bad far democracy. Money. politics reduces th 
quality of candidates for high office by giving an unfair advantag 
tothree groups of insiders: “legacies”, such as the sons and wiv 
presidents, who don't nzed as much money to “build name reco: 
nition”, but also find raising the stuff easier than their. “и 
branded" rivals do; the mega-rich, who can finance their. o 
campaigns (the Democrats cleverly recruited five multi-millio 
aires to stand for expensive seats); and Incumbents, who can sell; 
sorry parlay, the powet of their office into political contributions 
In this year's House races, incumbents spent nire times as much 
money as their challengers did. Nobody invests millions of dollars | 
in a politician without expecting a payback: sence the much | 
vaunted “iron triangle" of legislators, lobbyists amd fundraisers. 
Wander around Washington, ос, and there‘is no shortage ol 
people—not all of them lobbyists or incumberts—who will ex- 
plain that translating this vague sense of unease into concrete te 
form remains extremely difficult. Money has a way of geting 
round the rules, and the Supreme Court does no: help by (mistak- 
enly) equating freedom of speech with freedom to spend money 
ad libitum on getting elected. But there is a growing sense that 
those explanations remain excuses rather thar. decent reasons... 
Without action, campaign-finance reform will surely play an even: 
greater role in the next election. And nobody should be surprised. . 









Schedules that let you relax when 
you're in a jam. That's the spirit 
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In the house of horror 


CARANDIRU PRISON, SAO PAULO 


Brazil is responding to international condemnation of its inhumane 
treatment of prisoners by building more prisons. That will not be enough 


HE other prisoners and the warders call 

them amarelos (yellows). That is the col- 
our their skin has turned after so much time 
spent squashed together: as many as ten of 
them in a sparsely-furnished cell intended 
for one or two. There is almost no fresh air, let 
alone sun. The yellows are caged up in a jail 
within a jail, along a dark corridor in Pavilion 
Five of Sao Paulo's giant Carandiru prison. 
For various reasons—often because they 
cannot pay their debts to the pri- 
son drug dealers—they have been 
segregated from the other inmates 
to prevent them being killed. 

Pairs of eyes peer through the 
tiny slots in the cell doors as the 
visiting foreign journalist is es- 
corted down the corridor. Fran- 
cisco, Moises, Alex and Josemar, 
fourofthe seven youths crammed 
into one cell, call out: please take 
our names and numbers, and try 
to get us transferred elsewhere. All 
have made formal requests for 
transfers but all are still waiting, 
months later. Like most of the yel- 
lows, they are too poor to buy a 
decent cell on the unofficial 
"property market" which is operated in the 
less dismal parts of the prison by inmates 
and, itis said, jailers. 

Carandiru is Latin America’s largest pri- 
son, and Brazil's most notorious—especially 
since police massacred 1 of its inmates dur- 
ing riots in 1992, a crime for which none of 
the guilty has yet been convicted. An award- 
winning book, “Carandiru Station” by 
Drauzio Varella, a visiting doctor at the pri- 
son, has been on Brazil’s bestseller list for 
months, horrifying better-off Brazilians 
with its insider's tales of squalor, violence, 
drugs and disease. 

But Carandiru is no exception. Condi- 
tions are as bad in prisons across the country 
and they are still worse in police cells, where 
increasing numbers are being held for want 
of prison space, and where detainees are of- 
ten tortured into signing confessions. Since 
1995, the total number in detention (includ- 
ing those awaiting trial) in Brazil has risen by 
50% to 220,000, of whom 71,000 are being 
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held in police cells. The official capacity of 
those cells is 28,000. 

Child offenders are often treated as 
badly as adult ones. A report from Amnesty 
International last month described condi- 
tions at the child-detention centres in Sao 
Paulo as “terrifying”. On November 4th, 
rioting inmates at a detention centre in the 
city stabbed a guard to death; six inmates 
and 12 staff were also hurt. Unsurprisingly, 





many of those now in adult prisons are grad- 
uates of these brutal schools of crime. 

Asa result of the sharply rising numbers, 
Brazil's entire detention system is at bursting 
point, with almost daily riots, killings or 
breakouts. Among the worst incidents of the 
past few days, at least three prisoners were 
murdered in a jail siege in the Amazonian 
city of Porto Velho. Two prison officers had 
been held hostage for three days. 

After the Organisation of American 
States’ human-rights commission con- 
demned conditions in Brazil's cells in 1997, 
the federal government announced plans to 
give grants to the states (which run the penal 
system) to build new jails. It froze the scheme 
last year because cost estimates were turning 
out far higher than expected, at a time when 
it was reining in spending. Now it is once 
again promising grants for prison-building: 
Sao Paulo, with 40% of the country’s prison- 
ers, will get 80m reais ($41m). 

Sao Paulo’s state government is already 


oushing ahead with building more remand 
centres for those awaitingtrial; in all, it plans 
то create 18,000 places, compared with the 
21,000 prisoners on remand. But demand for 
cells is outstripping this new supply: al- 
though 3,800 new places have been created 
so far this year, prisoner numbers are up by 
6,700. Under the 1997 prison-building plan, 
Carandiru was meant to have closed. Now 
Nagashi Furukawa, Sao Paulo’s state prisons 
secretary, admits this willnot happen. 

There are various reasons for the surge in 
prisoner numbers: rising violent crime is the 
most obvious. Mr Furukawa also says the 
police are catching more criminals. How- 
ever—and ironically, given how packed the 
prisons are—the clear-up rate for violent 
crimes in Brazil is still extremely low. For 
murder, it is about 2%. This means that pri- 
son is not much of a deterrent. 

Sir Nigel Rodley, rapporteur to the Un- 
ited Nations High Commission for 
Human Rights (UNHCHR), who 
visited Brazil’s prisons and police 
cells last month, says that coun- 
tries can rarely build their way out 
of a prisons crisis; they must also 
review their rules on sentencing 
and remission. Brazilian prison re- 
formers agree. Armando Tambelli 
of the Catholic church’s prison 
mission argues that perhaps 70% 
of inmates should be freed imme- 
diately. Although this may be an 
exaggerated figure, abouta third of 
Sao Paulo’s prisoners are inside for 
non-violent offences involving 
drugs or theft. Releasing them ear- 
lier would be just, as well as a way 
of relieving overcrowding. 

The church suggested a general amnesty 
four years ago, says Mr Tambelli, but it got a 
hostile reception. Traditionally Brazil has a 
limited general pardon each Christmas for 
those nearing the end of their sentences, but 
public opposition makes it difficult for the 
president (in whose hands the power lies) to 
make the pardon an ample one. As for re- 
ducing sentences in the first place, the gov- 
ernment launched a national scheme last 
month to persuade states to create more 
places on community-service schemes. But 
its proposed reform of the penal code is be- 
ing criticised by some judges because, as 
they interpret the proposal, the most dan- 
gerous criminals could be set free after only 
20 years in jail. 

Reformers also say much can and should 
be done to improve the running of prisons, 
for instance by tackling the culture of brutal- 
ity, corruption, hard drinking and absentee- 
ism among jailers. Mr Furukawa admits that 
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such problems need solving, but argues that 
this can be done only by opening new pri- 
sons with new staff. 

Sir Nigel Rodley aims to present his re- 
port to the UNHCHR next March. To judge by 
his comments at the end of his visit (he said 
some prisoners were being kept in “subhu- 
man” conditions and talked of the “violent, 
arbitrary and corrupt behaviour” of many 
guards), he will make tough criticisms. Brazil 
will rightly be accused of violating both its 
own constitution and its international treaty 
obligations. And Brazilians will be embar- 
rassed to reflect that the shocking conditions 
in Carandiru’s Pavilion Five, and in thou- 
sands of prisons and police lockups across 
the country, are a nasty stain on the coun- 
trys otherwise strengthening democratic 
credentials. 





Canada 


Divided they 
stand 


OTTAWA 


OW many national parties are there in 
Canada? The prime minister, Jean 
Chrétien, campaigning in the general elec- 
tion he has called for November 27th, claims 
that his Liberals are the only one. Typical hu- 
bris, you might think. Mr Chrétien himself 
has argued that this election is a two-horse 
race between the Liberals and the main op- 
position, the Canadian Alliance, led by 
Stockwell Day. Three other parties held 84 
seats out of 301 when the House of Com- 
mons was dissolved. And on November 8th 
and 9th, two televised debates in French and 
English put Mr Chrétien and Mr Day on an 
equal footing with the leaders of the Bloc 
Québécois, the New Democratic Party and 
the Progressive Conservatives. 
Butin some respects Mr Chrétien is right. 


The regional splits have become more evi- 
dent in the past decade. While the Liberals 
have, by the latest polls, more than 30% sup- 
port in every region, the Alliance is powerful 
only in the four western provinces; the sepa- 
ratist Bloc Québécois confines itself to Que- 
bec; the New Democrats reach double-digit 
support only in the two poorer regions, the 
Atlantic and Prairie provinces; and the Con- 
servatives manage the same in the Atlantic 
provinces and Ontario. One senior political 
commentator went so far this month as to 
write that this was no national election but 
“a series of co-ordinated regional contests". 

Is Canada so fragmented? Constitu- 
tionally, it is one of the most loosely bound 
confederations after Switzerland. The Con- 
servative leader, Joe Clark, who was briefly 
prime minister, has called Canada “а com- 
munity of communities” and was the main 
author of the 1992 Charlottetown Accord, 
which would have dispersed more power 
from Ottawa. Although the accord was re- 
jected in a referendum, the process of dele- 
gating power to the provinces has contin- 
ued. And the United States has continued to 
exert its inexorable southward pull on its 
neighbouring regions. 

Mr Clark’s own hero and Canada’s first 
prime minister, Sir John MacDonald, re- 
sisted that pull at the birth of confederation 
by a “national policy” of tariff protection 
and by building a railway to the Pacific. To- 
day the railway system has shrunk, the two 
main airlines have merged and a series of 
trade deals, culminating in the North Ameri- 
can Free-Trade Agreement, have, since 1988, 
increased trade with the United States to 
some 87% of Canada’s exports. Significantly, 
the international trade—that is, predomi- 
nantly, trade with the big neighbour—of ev- 
ery province except two in the Maritimes is 
greater than its inter-provincial trade. Busi- 
ness people in Canada face south, as do their 
television satellite dishes. 

Aninfluential group of academics wants 
to see more integration—specifically, of the 
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currency. Thomas Courchene, a professor at 
Queen's University in Kingston, Ontario, has 
urged the government to negotiate a North 
American monetary union with a new cur- 
rency some have dubbed the “amero”. Mr 
Chrétien was cool to the notion when Mex- 
ico's new president, Vicente Fox, raised it re- 
cently, and he has enlisted as a star candi- 
date in the election a senior bank adviser, 
John McCallum, who has written forcefully 
against abandoning the Canadian dollar 
and its flexible exchange rate. Nevertheless, 
these ideas will not go away. 

So far in the campaign, Mr Chrétien has 
managed to keep health care as the main is- 
sue and to present the Liberals as defenders 
of a publicly funded one-tier system, em- 
blematic of Canadian ideals of fairness. Mr 
Day, until recently the finance minister of 
Alberta—which, this summer, passed a law 
allowing private for-profit clinics that could 
keep patients overnight for surgery—has 
had difficulty explaining that the flexibility 
he urges to make the system more efficient 
will not produce a two-tier system nor 
weaken the Canada Health Act, which guar- 
antees national standards. 

The Liberal government itself is vulner- 
able to charges from Mr Day that, by mas- 
sively cutting tax revenue transfers to the 
provinces for social services during the years 
of federal deficit-reduction, it had greatly 
damaged the health-care system before 
starting to restore the cuts this year. Alexa 
McDonough, the New Democrat leader, has 
campaigned strenuously on health care, 
criticising both front-runners and calling for 
anexpanded system. 

In the deficit-cutting years from 1994 the 
Liberals also chopped away at another re- 
vered institution, the Canadian Broadcast- 
ing Corporation, and the policy platform of 
the Canadian Alliance goes further in calling 
for partial privatisation of cc television. For 
his part, Mr Clark is promising that a Con- 
servative government would repeal the 
Clarity Act, which lays down broad param- 
eters for a referendum on Quebec sover- 
eignty. This act is generally seen as the most 
daring political initiative the Chrétien gov- 
ernment has taken in seven cautious years. 

“Divided we stand” was the main head- 
line on articles by a respected reporter, John 
Stackhouse, who hitchhiked 9,000km (5,600 
miles) across the country this summer. He 
found that Canada was a land of distinct 
communities and regions with their own 
anxieties, from the seasonal loggers and fish- 
ermen of British Columbia and the Atlantic 
provinces to the farmers of the prairie states, 
who were worried about gun-registration 
laws and the paternalistic approach of Ot- 
tawa towards native peoples. In general, he 
found much discontent about the federal 
government's efforts to manage from a dis- 
tance. If anyone understands that mood, it is 
less likely to be Mr Chrétien than Mr Day. 


———— 
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Costa Rica 


Sparks fly 


SAN JOSE 


IGH levels of education, a prosperous 

economy, low crime rates and calm 
politics have long set Costa Rica apart from 
its troubled neighbours. You might call it the 
Sweden of Central America. And right now, 
embroiled in a soul-searching national dis- 
cussion about the role of the 
state, it is looking more 
Scandinavian than ever. 

The trigger was the gov- 
ernment's attempt to moder- 
nise the state telecoms and 
electricity monopoly, ICE, by 
splitting it into two parts and 
opening both to more private 
investment and limited com- 
petition. The opposition- 
dominated Congress ap- 
proved the measure in 
March, but riots halted it, and 
a court ruling that it was unconstitutional 
finished it off. 

This month a multi-party commission 
will present a much-diluted proposal, 
which keeps the monopoly but might allow 
President Miguel Angel Rodriguez to salvage 
something from the mess before his term 
ends in 2002. But the debate is far from over. 
That ice must modernise is agreed; how it 
should modemise is not. 

For some, the original reform was too 
timid. As a state firm, 1ce’s budget swings 
with the electoral cycle; it cannot borrow 
much because that adds to the groaning na- 
tional debt; and it is creakily managed. Costa 
Rica's reputation as a stable place full of 
skilled workers has long attracted foreign in- 
vestors, most recently Intel, which opened 
itsonly Latin American chip factory justout- 
side San Jose in 1998. But there are fears that 
long waits for phone lines, shortages of mo- 
bile phones, and poor Internet service—on 
which 1СЕ has a near-monopoly too—will 
start to put them off. Some economists think 
full privatisation is the answer. 

What is more, a big public sector is ex- 
pensive. Although the central bank this year 
changed itscalculating methods and discov- 
ered that the country's GDP is 30% bigger 
than it had thought, total public debt is still 
almost half of a year's Gop, and around 40% 
of the budget goes on paying it off. The revi- 
sion also means that the government ex- 
tracts a mere 12.5% of GDP in taxes, one of the 
lowest levels in the world. A sell-off would 
put money in the coffers. 

Most Costa Ricans, however, will hear 
none of it. For them, a nannyish govern- 
ment—it owns not only ict but also the in- 
surance system, the oil refinery and half a 
dozen banks—is why Costa Rica has en- 
joyed peace and a more-or-less steady rise in 
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living standards for half a century while 
chaos has raged around it. 

Moreover, ICE has not done badly. Prices 
are reasonable, electricity blackouts are rela- 
tively rare, and even if the average wait for a 
phone line is over eight months, Costa Rica 
has better telephone coverage than much of 
the region (see chart). Reform's opponents 
point to cases in Latin America where poor 
supervision and cronyism have turned pri- 
vatisation sour—such as Mexico, which sold 
its state telecoms monopoly a decade ago 
but still has low telephone 
density and huge problems of 
regulation. "It's better to have 
slow service for everyone 
than fast service for just a 
few," says Jose Manuel Nu- 
nez, an opposition congress- 
man, who argues that open- 
ing ICE to even partial 
competition will hurt its abil- 
ity to serve the whole country. 

Yet that may make Costa 
Rica a laggard. Several South 
American countries, such as 
Chile and Brazil, which introduced telecoms 
competition more successfully than Mexico, 
are seeing rapid growth in telephone lines 
and Internet use and falling user costs. 

The fact that Costa Ricans feel that re- 
form is likely to go wrong reflects a paradox: 
despite their faith in government, they are 
losing trust in politicians. A handful of cor- 
ruption scandals in recent years and the 
slowing of growth in the past two decades 
have dented their confidence. Their apathy 
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was displayed in the 1998 presidential elec- 
tion, when 72% of the voters turned out— 
poor for Costa Rica, where turnouts had pre- 
viously hovered above 8096. 

That, combined with the country's frag- 
mented politics, makes reform harder. Presi- 
dent Rodriguez's term began with a period 
of unusual political co-operation, one result 
of which was the тсе plan; but the politi- 
cians’ failure to gauge the public mood made 
the reform fail, and increased distrust. 

There are now proposals that aim to 
tackle voter apathy by increasing account- 
ability, civil participation and the role of lo- 
cal government. But some politicians think 
these are half-hearted, as were the ick re- 
forms. And, like the тсе reforms, they will 
mean altering the constitution, a slow and 
tricky process. Any serious change will, it is 
generally agreed, have to wait until after the 
next presidential election, 15 months away. 
—— —— 





The markets' Argentine jitters 


SAO PAULO 


ORRIES about Argentina's ability 

to continue financing itself echoed 
through South America's markets this 
week. A visit by Mario Vicens, the coun- 
try's treasury secretary, to the Interna- 
tional Monetary Fund in Washington re- 
kindled speculation that Argentina was 
seeking a big new loan on top of the $7.2 
billion standby money it has agreed but 
not yet drawn. The iMr denied there had 
been talkson new lending. 

Argentina's economic stagnation and 
its political confusion, which culminated 
last month in the resignation of Carlos Al- 
varez as vice-president, had already put 
investors’ nerves on edge. Then, on No- 
vember ist, Standard & Poor's signalled a 
possible downgrading of the country’s 
credit ratings. Worse still, the next day, 
Raul Alfonsin, a former president and 
head of the Radical Party, mused openly 
about a debt moratorium. The govern- 
ment quickly repudiated his comments, 
but too late. 











So when the Treasury auctioned $1.1 
billion of bills on November 7th, lenders 
demanded interest rates of 13-16%, more 
than three percentage points above those 
in last month’s auction. The government 
will need to borrow about $18 billion next 
year but, with international investors cur- 
rently reluctant to lend, ithas been relying 
on local banks. This risks starving Argen- 
tine firms and people of credit, at a time 
when easier money, anc thus a boost to 
domestic spending, is exactly what is 
needed to cure the country’s depression. 
So, says Vladimir Werning, chief econo- 
mist at JP Morgan in Buenos Aires, an IMF 
package would help by soothing foreign 
investors' worries. 

The market nervousaess spilled over 
into Brazil, where the real slipped to its 
lowest level for a year. Brazil might be 
content to let its currency slip further, but 
this would only make life even harder for 
Argentina, whose peso ispegged firmly to 
the dollar. 
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Recognize this city? It’s in Asia. Here's another hint: A lot of global companies do business here. If you're feeling left 
)ut, try getting connected with NTT Communications. As Japan's leading telecommunications company, NTT 


Communications can provide your business with everything it needs to stay ahead of the competition, including our one- 


stop network solutions service: Arestar. Currently serving 25 major cities around the world and available in 53 
countries, Arcstar can develop the network solution that’s right for you. And with special focus on IP (Internet Protocol), 


Arcstar offers top-quality, high-speed and secure access to the Internet. So when it comes to connecting to Tokyo, or 


anywhere else in the world, connect with NTT Communications. Your trusted partner in Network Solutions. 


Global Connections From East to West. 


NTT Communications 


www.ntt.com/world 
eugapore Ја a Sydney доп 


ala Lumpur 
Los Angele Rio de Janeir āo Paulo 


Shanghai п ang Kong Напої Bangkok Manila 
an Francised 


Beijing 
Franktur New York Washington D.C. Virgini 


Düsseldorf 
NTT Communications Group in Asia & Pacific region: NTT Australia +61-2-9231-5677 / NTT Korea +82-2-3446-2030 / NTT Taiwan +886-2-2547-2561 / NTT Hong Kong 
+852-2521-0688 / NTT MSC (Malaysia) +60-3-8311-2000 / NTT Singapore «65-438-3101 / NTT Communications Thailand +66-2-236-7227 / Beijing Representative Office 
+86-10-6590-9200 / Shanghai Representative Office +86-21-5835-8211 / Manila Representative Office +63-2-888-2481 / Hanoi Representative Office +84-4-825-9258 
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Clinton, between Arafat 
and Barak 


JERUSALEM AND RAMALLAH 


America's president is restarting his negotiations with the Palestinian and 
Israeli leaders; unfortunately, the language they are talking keeps them apart 


GLUTTON for punishment, Bill Clinton 

has gone straight from electoral nail- 
biting to negotiating torment. À session with 
Yasser Arafat has been booked for Novem- 
ber 9th; Ehud Barak will be in Washington 
three days later. There are no plans for the 
protagonists to meet. Bringing them together 
would be harder now than at Camp David 
in July, when the hope was peace, or at 
Sharm el-Sheikh in October, when hope had 
shrunk to stopping the bloodshed. 

Mr Arafat and Mr Barak approach the 
president with very different priorities in 
mind. While Mr Barak, partly for his own do- 
mestic reasons, is still hoping to restart the 
wheeling and dealing in peace, Mr Arafat is 
responding to his people’s anger by de- 
manding that 2,000 United Nations peace- 
keepers be sent to the region, and that peace- 
making be made more international. 

The agreement last week between Mr 
Arafat and Shimon Peres has had only lim- 
ited effect. The killing on Thursday of a Fatah 
leader in a helicopter attack pointed to a 
fresh escalation. With or without such 
“assassinations”, the Palestinian death toll 
rises relentlessly. Since the intifada erupted 
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at the end of September, getting on for 170 
Palestinians have died, a third of them aged 
under 18, and half killed by gun shots to the 
head or neck. Israel's current death toll is 16. 

The un Security Council has passed a 
resolution implicitly condemning Israel’s ex- 
cessive use of force, and Amnesty Interna- 
tional has judged certain of the army's ac- 
tions to be perilously close to war crimes. All 
this, Mr Arafat argues, gives weight to his call 
for international protection. 

But this argument gets little hearing in Is- 
rael or America. Mr Barak says that interna- 
tional troops would only “complicate mat- 
ters"—and that the Palestinians should get 
no “reward for violence”. Kofi Annan, the 
UN's secretary-general, said on November 
7th that there could be no serious talk ofa UN 
force so long as Israel objected to one. He is 
probably right, although the Security Coun- 
cil has agreed to listen to a direct appeal from 
Mr Arafat on November 10th. 

In fact, the region is awash with interna- 
tional units, though few of them do much 
good. One dates back to 1948. There is an in- 
ternational force in Sinai (which is fairly use- 
ful), and uw forces on the Golan Heights and 


join the negotiating table to balance Amer- 





























along the Lebanese border (which: are noi 
The mostrecentcontinger:t, an international 
presence in Hebron, was admitted, albeit re- 
luctantly, by the government of Binyamin 
Netanyahu in 1996. | 
The most, perhaps, that can be agreed 
between Mr Clinton and Mr Arafat is the 
“international” composition of the Ameri- 
can-led fact-finding commission into the 
causes of the latest violence. The Americans 
have submitted a panel under the chair- 
manship of George Mitchell, the former 
American senator who led the mediation ef- 
fortin Northern Ireland (the Palestiniansob- - 
jected to the proposed chairmanship of 
"Warren Christopher, a former secretary of | 
state). Other members will include the Euro- 
pean Union's Javier Solana, a former Turkish 
president, Suleyman Demirel, and Norway's 
foreign minister, Thorbjorn Jagland. The Pal- 
estinians want someone from the third | 
world added, at best Nelson Mandela. | 
That, thankfully, is a difference that can 
be sorted out. Not so, the American, and I 
raeli, wish to resume negotiations on a fir 
settlement. Both Mr Clinton and Mr Barak - 
seem to believe that, once the fighting has 
subsided, Mr Arafat, bruised and impover- 
ished, will be obliged to address the same 
proposals for a final settlement that were put 
before him, and rejected, at Camp David. 
Thatis nothow the Palestinians see things. 
On the contrary, they argue, the whole: 
Oslo framework must be overhauled. They . 
suggest that the ом and the Eu, or perhaps 
countries such as Russia and Egypt, should 


ica's pro-Israeli tilt. Moreover, any new ne- 
gotiations should be based not on the Oslo 
framework but on the original uw resolu- 
tions that called for Israel's withdrawal from 
territories occupied in 1967. The negotiators 
should stop talking about the meaning of 
these resolutions, and talk instead about 
"mechanisms" for their implementation. 

Mr Barak disagrees. In a letter this week 
to world leaders, he argued that the compro- 
mise ideas batted about at Camp David still 
offer the best prospect of a viable Palestinian 
state. Aides say that he stiil hopes for a peace: 
deal with Mr Arafat, and that he also still бех 
lieves that he can persuade his own elector- 
ate to support one. 

If anything, Mr Barak is signalling a soft: | 
ening of the positions he took at Camp Da- 
vid. He would now be prepared to counten= 
ance a less-than-final agreement that would 
leave Jerusalem in abeyance for the time be- 
ing. He would no longer insist on a declara= 
tiveend of the conflict. He might offer a more 
generous land swap in exchange for the 
blocks of settlements near the old border 
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which he wants to annex to krael. 

Given the Palestinian position, and in- 
deed his own poor standing in Israeli polls, 
all this may seem fanciful. But Mr Barak, ever 
the logician, maintains that irreducible in- 
terest and not ephemeral emotion will deter- 
mine the two sides’ bottom lines. Mr Arafat's 
basic interest, as Mr Barak understands it, is 
tosee the dream of independent Palestine re- 





alised in his lifetime. And Israelis too, Mr Ba- 
rak feels, see that a negotiated compromise is 
their best hope in the long term. Opinion 
surveys show that most Israelis still believe a 
peace treaty is both inevitable and desirable. 
The prospective alternatives—a unity gov- 
ernment with Ariel Sharon or electoral de- 
feat at the hands of Mr Netanyahu—should, 
Mr Barak thinks, concentrate minds. 

п 





Algeria 


Thinking the unthinkable 


Will the truth behind the appalling brutality of Algeria's long civil war ever 


be known? 


ROUND 200 people are still being killed 
every month in Algeria. Somehow this 
has not prevented a radical transformation 
in the country's international image over the 
past 18 months. The perception is no longer 
of a secretive military regime doing battle 
with a ruthless Islamist opposition, but of a 
country that has turned a corner, leaving be- 
hind a traumatic decade of bloodshed in 
which some 100,000 people died. 

The chief architect of Algeria’s new im- 
age has been Abdelaziz Bouteflika, the for- 
mer diplomat chosen by Algeria’s military 
décideurs to become president in April 1999. 
Its cornerstone is the amnesty Mr Bouteflika 
offered to some 5,500 Islamic militants who 
agreed to lay down their arms. West- 


past and present brutalities, and bring those 
responsible to justice. It is a tall order. In any 
circumstances it would be a vast and im- 
mensely complicated job. In addition, Alge- 
ria’s military-backed authorities have, from 
the start, pursued policies that deliberately 
obscured responsibility for acts of savagery. 
Consider the issue of the disappeared. 
Amnesty says there are at least 4,000 cases of 
men and women who went missing after 
they were arrested by the security forces. 
Only in the past two years have the authori- 
ties agreed even to register complaints from 
the families of the disappeared—and so far 
not a single person has returned. The fam- 
ilies are sometimes told that the disappeared 





ern capitals, long embarrassed by 
their inability, or even unwilling- 
ness, to do anything about the may- 
hemin Algeria, breathed a sigh of re- 
lief. They responded by rolling out 
the welcome carpet for Mr Boute- 
flika, ending the diplomatic isola- 
tion that started in 1992 when the 
same military men interrupted elec- 
tions to prevent an Islamist party 
from winning. 

Why then does a human-rights 
organisation, Amnesty Interna- 
tional, want to undo all this? In a re- 
port published this week, the orga- 
nisation calls on the Algerian 
authorities to declare Mr Boute- 
flika’s amnesty null and void be- 
cause, or so it argues, it guarantees that no 
one in Algeria gets punished for their mis- 
deeds. The report argues that impunity—a 
privilege that Amnesty opposed when it was 
enjoyed by the security forces and local mili- 
tias armed by the state—has been extended 
to the armed militants. Worse, says Am- 
nesty, successive governments have failed to 
carry out any impartial investigations into 
the thousands of killings, massacres, disap- 
pearances and abductions committed by 
both sides in the conflict. 

The organisation wants the Algerian au- 
thorities to launch investigations into all 
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The agony of Bentalha 


person had been abducted by terrorists, or 
was himself a terrorist and killed by the se- 
curity forces, but no details or evidence, 
much less dead bodies, have ever been pro- 
duced to substantiate these claims. 

A prominent lawyer in Algiers, who has 
handled 200 cases of missing people, with- 
outa single success, believes most of the dis- 
appeared have been killed. Mr Bouteflika’s 
own nephew is missing, but the president 
has urged the “mothers of the disappeared”, 
who demonstrate every Wednesday in Al- 
giers, to “turn the page". 

The Amnesty report drives home the 


general lack of interest in establishing the 
truth about the years of violence. The au- 
thorities have long made it their policy to say 
the least possible about the security situa- 
tion. They confirm nothing, answer no ques- 
tions, make few official statements and very 
rarely give figures. 

Even the large massacres in 1997 and 
1998, during which hundreds of people were 
slaughtered in night-time attacks, have 
somehow been consigned to a black hole of 
oblivion. Despite calls at the time for an in- 
ternational investigation, there has not even 
been a local one. Amnesty says politely that 
the authorities have not answered serious 
questions about their failure to protect civil- 
ians at the time. Several big massacres took 
place near Algiers, almost on the doorstep of 
army barracks, but inexplicably no one came 
to the succour of the victims. 

One person who has now publicly ut- 
tered the unthinkable is Yous Nesrouallah, a 
small businessman and survivor of the mas- 
sacre of Bentalha in which 400 people had 
their throats cut one September night in 1997. 
No friend of the Islamists, Mr Nesrouallah, 
who now lives in France, has just published 
a book in which he concludes that a special 
death squad attached to the security forces 
was behind the killing at Bentalha,a town on 
the outskirts of Algiers. 

Like other survivors, Mr Nesrouallah 
says the army was on the scene the night of 
the massacre. Soldiers blocked access to the 
areas where the killings took place, prevent- 
ing neighbours from coming to the 
aid of the victims; a helicopter cir- 
cled the area during the slaughter. 
Over five hours, amid an infernal 
din of screams, none of the nearby 
soldiers intervened. When the scores 
of assailants finally left on foot, not a 
single shot was fired at them. 

If Mr Nesrouallah’s accusations 
are correct, then some of the massa- 
cres may have been part of acompli- 
cated power struggle between fac- 
tions in the ruling military circles. At 
least, that is what many experts have 
always believed. But the full story 
has yet tocome out. 

Little is understood about the 
workings of the secretive military 
clique that controls the country, 
known as le pouvoir. But for a glimpse of 
how it operates, the Internet offers a website 
set up by dissident Algerian intelligence offi- 
cers in exile. Calling themselves the Move- 
ment of Free Algerian Officers, they post on 
their site accounts purporting to explain 
many of the unsolved mysteries. They reveal 
a shadowy world of assassination, corrup- 
tion and manipulation. It is impossible to 
vouch for the truth of any of it, but experts 
say itis а more plausible picture of what goes 
on than the simplistic version that has gone 
largely unchallenged in the West. 
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So that you'll have access to the best resources and thinking when 
you want to jump at an opportunity. 
You can connect to it all and network the whole world. 


Except, of course, the one place where black tie is de rigueur 


every day of the year. 
Network the world 


MORGAN STANLEY DEAN WITTER 


INSTITUTIONAL SECURITIES & INVESTMENT BANKING 


Whatever the height, 


whatever the weight, 


whatever the freight. 





Freighters 
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In the freight businéss, flexibility means profitability. And only 
Boeing offers you a full range of freighters (737, 757, 767, 747), from 
20. to0-120 ton capacity. Plus all our planes can be configured to 


fit your specific cargo needs. Whatever shape they might take. 


JL BOEING 


Forever New Frontier 





Ever hear of notebook PCs? 
Carbon-fiber bicycle frames? 
Or touch-screen monitors? 
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They all have one thing in common: 
Before Taiwan, they were just 
someone's rough idea. 


At the Taipei World Trade Center 
we can help turn coffee shop inspirations 
into affordable, profitable realities. 


So don't sneeze away your inspirations. 
You'd be amazed just how far a napkin can go. 





e'll Show You the Way. 





Iran 


Green danger 


TEHRAN 


HE judiciary is having another go at the 

politicians, writers and journalists gath- 
ered under the reformist banner of President 
Muhammad Khatami. Currently 17 reform- 
ists are being tried by Tehran's Revolution- 
ary Court, most of them speakers at a 
controversial conference in Germany last 
spring. Islamic, and indeed Iranian, sensibil- 
ities took a battering during this conference, 
organised by a foundation with links to Ger- 
many's Green Party. It was attended by hun- 
dreds of expatriate Iranians, some of whom 
chanted dissident slogans, or clapped when 
a woman danced, and a man stripped. 

The defendants deny encouraging such 
embarrassing things. More important, they 
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Facing the music: Jamileh Kadivar on the left, Ali Afshari on the right 


reject the blanket charge that they went to 
Berlin with the intention of harming na- 
tional security, or "spreading propaganda 
against the regime". These are crimes that 
could earn them prison terms of ten years. 
Admittedly, some of the speakers at the 
conference may have been a little reckless. 
Shahla Sherkat, the editor of a magazine 





CAIRO 


HEY may not produce Florida cliff- 

hangers, but the Arab world's stunted 
democracies are growing quite a bit live- 
lier. In Lebanon, a routine parliamentary 
debate to confirm a new cabinet erupted 
into a fierce war of words over a matter 
that has long been taboo: Syria's 24-year- 
old military presence in the country. Vot- 
ersin Egypt, meanwhile, have delivered a 
stunning thumbs-down to the powers 
that be. President Hosni Mubarak's Na- 
tional Democratic Party has not been un- 
seated, butit will nowconfronta reinvigo- 
rated opposition. 

Both Lebanon and Egypt have long 
suffered from forms of disenfranchise- 
ment. Syria fixes the boundaries of Leba- 
nese politics with a mixture of patronage 
and strong-arm tactics. Disillusioned vot- 
ers have assumed that Syrian approval 
was a prerequisite for getting elected. But 
the parliamentary elections in August re- 
vealed a definite swing away from Syrian- 
anointed candidates. 

A decade of relative peace, and Israel's 
withdrawal in May, have encouraged re- 
sentment against the presence of 35,000 
Syrian “peacekeepers”. The death in June 
of Hafez Assad, Syria's wily and ruthless 
leader for 32 years, lifted a psychological 
barrier against defying Big Brother. When 
the patriarch of Lebanon's once-domi- 
nant Maronite Christians recently de- 
clared that it was time to review relations 
with Syria, he drew silent applause from 
across the political spectrum. 

Even so, the Lebanese were startled 
this week to see their elected represen- 
tatives openly denouncing Syria. Particu- 
I - 





Arab parliaments strike back 


lar surprise greeted Walid Jumblatt, a 
Druze warlord whose militia fought the 
Maronites during the civil war, when he 
demanded the redeployment of Syrian 
forces. Lebanon's new government, led by 
Rafik Hariri, defused tensions with a 
back-room deal to defer the issue. But, 
sooner or later, Bashar Assad, Syria's inex- 
perienced new president, will need to take 
note ofthe will of Lebanon's people. 

The same is true of Egypt's rulers. In 
the 24 years since Anwar Sadat decreed a 
multi-party democracy, Egyptians have 
grown inured to the shenanigans that 
produce obscene majorities for the gov- 
ernment. Few even bother to vote. Earlier 
this year, however, the increasingly feisty 
courts ruled that elections must be held 
under strict judicial supervision. To en- 
sure this, the poll was staggered, with the 
final results due next week. 

But out of the 284 contests settled so 
far for the 444-member parliament, Mr 
Mubarak’s party has garnered fewer than 
100 seats. Its majority is not in doubt, since 
more than 100 winners who ran as inde- 
pendents say they will join the governing 
party. If these proportions are repeated in 
the final round, the National Democrats 
will hold a comfortable 60% of seats. But 
this is a far cry from the 95% majority they 
held in the outgoing parliament. 

Worse yet for Mr Mubarak, the Mus- 
lim Brotherhood has emerged as the 
strongest opposition party. The 25 seats it 
is likely to end up with may be few, but 
these were won despite mass arrests, 
intimidation and an official ban on any 
form of election rally or publicity. 





specialising in women’s issues, is charged 
with calling for the repeal of laws that en- 
force the hejab, the female head-covering 
that the regime insists on. She says her com- 
ments had been taken out of context. In а se- 
quence that was repeatedly broadcast on 
state television after the conference, Akbar 
Ganji, a journalist hated by conservatives, 
was shown declaring that the era of “govern- 
ment by force” was over, an apparent refer- 
ence to the reformist victory at February's 
parliamentary election. 

For all this, the trial has so far been nota- 
ble for lack of prosecuting evidence. It is dif- 
ficult, for instance, to fathom how the 
speech given by one defendant could have 
constituted “co-operation with opponents 
of the regime” when it hardly strayed from 
her field of expertise, the environment. There 
has been procedural ambiguity, too. On at 
least two occasions, defence lawyers have 
upbraided the judge for joining in the cross- 
examination of witnesses. Doors to the court 
were opened to journalists only after the first 
two sessions had taken place. More than a 
week into the trial, the court abruptly added 
four people to the list of accused, all of them 
resident abroad. 

In public, the defendants argue that, far 
from doing Iran down, they spent the con- 
ference defending the regime. In private, 
many suspect foul play. State television, 
which is generally loth to give publicity to the 
reformists, took the trouble to film all three 
days of the conference, and then carefully 
distilled the most distasteful bits into a ten- 
minute snippet. It did not, for instance, show 
Hasan Yousefi-Eshkevari, a journalist and 
moderate cleric, shouting down the protes- 
ters disrupting his speech, or Jamileh Kadi- 
var, the only parliamentary deputy among 
the accused, storming out of the conference 
hall in disgust. 

The conference, it seems, was useful as 
an excuse to lay low uppity reformists. It was 
also a chance to settle old scores. This week, 
for example, two defendants, Saeed Sadr and 
Ali Afshari, found themselves saddled with 
charges unrelated to the conference. Mr 
Sadr, a translator at the German embassy, 
was charged with “waging war on God”, and 
Mr Afshari, a student leader, with “spread- 
ing lies”, “creating crisis” and espionage. 
— — 
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Côte d'Ivoire ee SC a A АЗАЙГАНЫН | 


All friends. for Malawi and its limousines 
today 


AURENT GBAGBO is working flat out to 
establish his authority and restore calm 
after the election, and the subsequent turbu- 
lence, that brought him Côte d'Ivoire's presi- 
dency. He has called for national reconcilia- 
tion, declared November 9th a day of 
mourning for the hundreds killed in last 
month's street fighting, and offered his op- 
ponents five seats in hiscabinet. They are not 
taking up this offer, at least until the par- 
liamentary election due on December 10th. 
The presidential election on October 
22nd was held to restore the country to civil- 
ian rule. But Robert Guei, the soldier who 
seized power last December, stood himself, 
and when he did not win, declared himself 
the winner. But Mr Gbagbo had won more 
votes than General Guei. His supporters 
took to the streets, together with the poor 
and angry, who have suffered from rising 
prices and the lack of jobs during the ten 
months of military rule. Cóte d'Ivoire is the 
world's largest cocoa producer, but produc- 
tion is half what it was last year and prices 
are dismally low. The protesters were joined 
by the paramilitary police, who persuaded 
the soldiers to abandon the general. He dis- 
appeared and remains in hiding, trying to 
find another country to give him asylum. keepa lid on internal divisions within his 
After Mr Gbagbo had declared himself United Democratic Front (upr), which ET 
the country's new president, supporters of zad 
Alassane Ouattara, a northem Muslim 





came to power in 1994. | 

The party it ousted, the Malawi Con- | 
gress Party, remains the main opposition. | 
Butittoohasbeen weakened by losing the 
presidential election last year—and a sub- 
sequent case last month in the High Court 
claiming that the vote was unfair. Long- 
postponed local elections are due later 
this month, but the upr is unlikely to be 
hurt by the latest scandal. Votes are cast 
largely according to region, regardless of 
what goes on in the capital. 

Yet there may be a tiny benefit from 
the scandal for Malawi's people, who sur- 
vive on an average of just $180 a year. The 
new Mercs are up for sale and proceeds 
will go to poverty-reduction programmes. 
Orso the government says. 


ACKING your government is one way 

to show donors that you mean to get 
tough on corruption. And that is what 
Malawi's president, Bakili Muluzi, did last 
week. Adding insult to injury, cabinet 
ministers, deprived of their limousines, 
had to find their own way home. The 
$2.5m purchase of a fleet of new Mer- 
cedes-Benz cars, after a string of accusa- 
tions about government fraud, was ap- 
parently the last straw. 

The pressure to act had been growing 
for months. A report by a parliamentary 
committee, published in July, said minis- 
ters were raking in cash from ghost con- 
tracts for building schools. Opposition 
and civil-rights groups insisted that the 
theft was flagrant. But it was only when 
the rwr and donors (such as Britain, 
which has given over $100m this year to 
Malawi) threatened to hold back aid, that 
the president decided to act. 

Yet his new govemment, named 
on November sth, is no smaller than 
his old one, many of the faces are the 
same and it may not be markedly cleaner. 
The wily Mr Muluzi has, however, used 
the change to tighten his hold on power. 
Two possible rivals for the presidency, the 
transport and education ministers, have 
not been recalled to office. This helps him 


















leader who had been banned from the elec- 
tion on the specious grounds that he is not 
fully Ivorian, also came out on the streets, 
calling for a new presidential election. In re- 
sponse, Muslim areas in Abidjan, the largest 
city, were attacked, both by the gendarmes 
and by Mr Gbagbo's supporters. In one inci- 
dent on the edge of the city, 57 northern men 
were killed, their bodies dumped in a forest. 
There were at least two other massacres. 


The violence was effective. Frightened of 
civil war, Mr Ouattara called off the demon- 
strations and stopped demanding a fresh 
election. Instead, he said he would fight the 
parliamentary elections, which will be a 
three-way contest between his party, Mr 
Gbagbo's, and the party that has ruled the 
country for the 40 years since independence. 

Mr Gbagbo needs to do well in these 
elections if he is to demonstrate his legiti- 








Let's move on, says Gbagbo to Ouattara 
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macy, both to his own countrymen and to 
his neighbours and outside powers. The new 
president has the support of France, the for- 
mer colonial power, which has hundreds of 
troops in Cóte d'Ivoire and big business in- 
terests there. It is not pressing for anew presi- 
dential election, but several other countries 
have been more ambiguous. 

Internally, Mr Gbagbo seems to be trying 
to bolster support by stressing nationalism 
and unity. But Ivorian nationalism is shaky. 
Once a harmonious mix of West Africans, 
invited to settle in the country by its first 
president, Félix Houphouët-Boigny, Ivorians 
were split by the political campaign, initi- 
ated by Houphouét-Boigny's successor, 
Henri Konan-Bédié, to stop Mr Ouattara 
standing for the presidency. 

Mr Ouattara was declared ineligible be- 
cause one of his parents was not Ivorian. His 
exclusion was given a nasty twist by propa- 
ganda against all "foreigners". That descrip- 
tion could include up to half of all Ivorians, 
many of whom come from Mali and Burkina 
Faso. The fighting has stopped but there will 
be no lasting peace until a government reas- 
sures all the inhabitants of Côte d'Ivoire that 
they are citizens. 

a 
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The bridling of Russia' s regions 


SARATOV 


President Vladimir Putin is showing that he can biff Russia’s regional 
chieftains. But running the country is another story 


TEP out of line, and we will end your po- 

litical career. That, bluntly, is the message 
the Kremlin is sending to the 89 governors 
and presidents who run Russia's regions. The 
methods vary. This autumn 33 of them are 
up for re-election. President Vladimir Putin 
is much more popular than they are. A sim- 
ple public endorsement can swing an elec- 
tion. Dirtier tricks to do down uppity gover- 
nors include using the courts, the tax police 
and blackmail. 

This marks a big shift in Russia’s balance 
of power. Only six months ago, Mr Putin’s 
intervention in the St Petersburg guberna- 
torial poll failed embarrassingly, when his 
favourite candidate was doing so poorly that 
she pulled out. That reflected both the en- 
trenched local position of the incumbent, 
Vladimir Yakovlev, and his close ties with 
the tycoons within President Boris Yeltsin's 
family circle. 

Now the master-manipulator in that 
group, Boris Berezovsky, is abroad; Russia’s 
chief prosecutor says he will face criminal 
charges if he returns. And previously 
puffed-up local leaders in Russia’s regions 
and ethnic republics are making strenuous 
public efforts to placate the Kremlin. Mr Yelt- 
sin once told them to “take all the sover- 
eignty you can swallow". Now they are 
busily revising their constitutions, and 
bringing their local laws on privatisation, 
government structure, citizenship and soon, 
into line with federal Russian ones. 


Tatarstan, for example, the richest and 
biggest of the ethnic republics, recently 
dropped long-standing plans to issue its 
own passports. Its neighbour, Bashkiria, 
now says that it is “part and parcel of Rus- 
sia”, a big step down from the days when its 
leaders liked to see themselves on a near- 
equal footing with the federal authorities. 

The squeeze against regional bosses is 
proving effective, at least in the short run. 
The Kremlin’s men have won four of the five 
elections held so far; most of the remaining 
ones look set to go Mr Putin’s way. But it is 
one thing to misuse a court to have a trouble- 
some local baron removed from the ballot 
paper—which is what happened two weeks 
ago to Alexander Rutskoi, an ex-fighter pilot 
(and bloody-minded old foe of Mr Yeltsin) 
who used to govern the heavily industri- 


alised Kursk region. It is another to find an ef- 


ficient, or even democratic, way to run 
sprawling, chaotic Russia as a whole. Here 
Mr Putin’s plans look fuzzier, and success 
farther away. 

Hopes for more effective government 
rest mainly on the seven presidential envoys 
appointed in May to manage much bigger 
chunks of Russia that largely correspond to 
the country’s military districts. Their main 
power is patronage: they control appoint- 


ments in the local outposts of federal agen- · 


cies such as the prosecutor's office and the 
tax police. These agencies used to be largely 
in the hands of the elected regional leaders, 
most of whom used them to their own po- 
litical and private advantage. 

In theory, the new scheme could create a 
powerful new layer of government. So far, 
however, progress has been unimpressive— 
except in the important business of finding 
grand buildings for headquarters. One en- 
voy, in the Central region, has done practi- 
cally nothing. Most of the others have made 
authoritarian noises, and have picked on 
easy targets, such as wresting the media out 
of the hands and pockets of local political 
chiefs. In the North-West region, for exam- 
ple, Viktor Cherkesov, a former ксв man 
and dissident-hunter, is creating a regional 


Former interior minister M 
governor of Sverdlovsk _ 
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PROVIDEN!A, CHUKOTKA 


М A freezing hall in the far north-eastern 

corner of Siberia, one of Russia’s richest 
men, Roman Abramovich, a 34-year-old 
oil and metals magnate, is giving an eco- 
nomics lesson to one of its poorest, a gold- 
toothed Eskimo reindeer-herder. Angrily, 
the herder asks why he has not been paid. 

“Has your collective sold any deer?” 

“No.” 

“Then why do you expect money for 
them?” 

“We should get paid anyway!” 

Mr Abramovich is campaigning to 
be governor of Chukotka, a desolate 
stretch of tundra on the Bering Strait; the 
size of France, it has a population of 
73,000. He became its member of parlia- 
ment last year; the poll for the governor- 
ship is due next month. Elsewhere in 
Russia, he is better known for being a 
friend of Boris Yeltsin's daughter; for be- 
ing the boss of Sibneft, a huge oil com- 
pany;and for his dislike of publicity. 

But why does he want to become 
Chukotka's governor? As an мр he is al- 
ready immune from prosecution, and a 
new law means that regional governors 
will be kicked out of the upper house of 
parliament, the Federation Council, at 
the end of 2001. But he may have his eye on 
Chukotka’s so far untapped oil. 

Inanyevent, most of the locals are sim- 
ply thankful that somebody with money is 
taking an interest in them, and for the 
chance to kick out the incumbent, Alex- 
ander Nazarov, who has spent most of the 
Фи nine years in Moscow, profiting hand- 








Russia's wretched farthest east 


somely from Chukotka's fuel imports and 
fishing-quota sales. 

Meanwhile, Chukotka's population 
has halved, as the locals—if they can afford 
to—flee unemployment and ten-month 
winters for easier lives farther south. For 
the stranded remainder, life is grim. Hous- 
ing-blocks, docks and factories stand de- 
relict, utilities have collapsed, suicide and 
alcoholism rates have soared, and the hos- 





pitals are full of patients with tuberculosis 
and scurvy. A Soviet-style visa regime, a 
legacy of Chukotka’s front-line status dur- 
ing the cold war, keeps out critical Russians 
as well as foreigners. The few westerners 
who visit the area, mostly environmental- 
ists, anthropologists or missionaries, wait 
months for entry permits, often only to be 


ordered straight back to Moscow. 

Mr Nazarov’s ghastliness makes it easy 
for Mr Abramovich to look good. This 
summer the challenger paid for a shipful of 
food-aid for settlements along the coast, 
and sent 3,300 schoolchildren on holidays 
to the Black Sea. A new newspaper adver- 
tises his generosity. The Kremlin, it seems, 
is on his side: on October 24th it was an- 
nounced that Mr Nazarov had been sum- 
moned to Moscow to answer to the federal 
tax authorities. 

If Mr Abramovich does win, there are 
things he can do for Chukotka. Its best 
hope lies in renewed links with Alaska, 
8okm (50 miles) away across the strait. 
Easing the visa regime would help trade, 
aid and tourism; so would a Beringia In- 
ternational Park, on either side of the 
water, an idea Mr Nazarov opposes. 
Alaska would also be glad to help Chu- 
kotka's 17,000 miserable indigenous 
people. Until the clampdown on for- 
eigners, links were being renewed be- 
tween Russian and American Eskimos, 
and the Alaskan government had pro- 
jects under way to revive native hunting 
skills and to involve locals in the moni- 
toring of migrating bowhead whales. 

But does Mr Abramovich genuinely 
care for his rotten borough? He looks 
bored and edgy in front of the voters. 
Their angry questions—"When will we 
have fuel? When will we have meat? When 
will we live normally again?"—all get the 
same contemptuous answer: "There's no 
money." The tycoon has not bothered to 
prepare a speech, and refuses to outline a 
programme. Sad, then, that the shabby, 
desperate people in the hall seem to be 
pinning their hopes on him. 











television station to get his ideas across. 

The only faintly promising one of the 
seven is Sergei Kirienko, a business-like for- 
mer prime minister who now runs the Volga 
district and wants to make life easier for 
small firms. His advisers include people like 
Vladimir Davidov, who put himself through 
a training course in Arizona with McDon- 
alds, and owns a fast-food cutfit in Saratov, 
on the Volga river. Opening anew restaurant 
there needs approval from 23 different bu- 
reaucrats. Mr Kirienkois listening, he says. 

The Kremlin's plans are meeting little re- 
sistance. A move to create a new political 
party of independent-minded governors 
has flopped. Next year's budget, passed after 
much squawking from the losers, divides tax 
revenues greatly in favour of the federal au- 
thorities, depriving the rich governors of 
their main weapon. Regional leaders have 
lost their automatic right to sit in the Federa- 
tion Council, the upper house of Russia's 
parliament. 

As so often in Russian history, initiatives 


from the centre may bring enthusiastic lip- 
service from the provinces, while life goes on 
much as before. The new layer of bureauc- 
racy could even make things worse, creating 
yet another bunch of greedy officials to prey 
on investors and cash-rich businesses. A 
third possibility is that the initiative ends up 
weakening the centre's hold on the rest of 
Russia even further. One senior official in Ta- 
tarstan's capital, Kazan, hopes that the new 
Volga region, with its large and fecund Tatar- 
speaking population, could one day become 
a reborn version of Idel-Ural, a Tartar- 
speaking state that emerged briefly after 
Russia's Bolshevik revolution. 

Although most of Russia's regions have 
been badly ruled, the danger in bringing 
them to heel is that even useful experi- 
ments—on land reform, say, or foreign in- 
vestment—will be stymied. Mr Putin may 
succeed in making the rest of Russia run 
along Kremlin lines, but he has yet to show 
that this would be an improvement. 
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Azerbaijan 


What next? 


BAKU 


WO elections took place in Azerbaijan 

on November sth. In the official version, 
almost 70% of the electorate went to the 
polls, where people voted joyously and en 
masse for the ruling New Azerbaijan Party. 
The party is now likely to nominate Presi- 
dent Heidar Aliev's son, Ilham, as speaker. So 
the younger Aliev, who is vice-president of 
the state oil company, looks set to become 
the second most powerful figure in the 
country, and should be poised to take over 
when his father, now a shaky 77, goes. 

In reality, the poll was a damning indict- 
ment of the government. Independent ob- 
servers reckoned that barely one-third of the 
electorate bothered to vote. And despite a 
barrage of favourable coverage on Azerbai- 
jan's government-controlled television and 


the barring of hundreds of opposition can- 
didates from the ballots, the governing party 
ran neck and neck with the main opposi- 
tion, the Muslim Democratic Party, known 
as Musavat Had the votes been fairly 
counted, Mr Aliev's lot would have failed by 
a long chalk to win a majority of seats. The 
iron grip of the man who has run the country 
for most of the past 30 years, both as obedi- 
ent republic boss within the Soviet Union 
and as president of an independent country, 
suddenly looked less firm. 

The election was a farce. Panicky election 
officials struggled to top up the ruling party's 
votes. Forein witnesses watched in aston- 
ishmentas boxes were stuffed with false bal- 
lots and opposition politicians were threat- 
ened with arrest. Many observers were 
ejected from polling stations. Ambassador 
Gérard Stoudmann, head of the democracy 
and human-rights office within the Orga- 
nisation for Security and Co-operation in 
Europe, called it “a crash course in the differ- 
ent methodologies of manipulation.” 

Western governmentsare ina bind. They 
want to help improve Azerbaijan’s squalid 
record on democracy and human rights and 
to nudge the country towards a settlement 
with its bitter rival and neighbour, Armenia, 
over the disputed territory of Nagorno-Ka- 
rabakh, which poses the biggest obstacle to 
peace and prosperity in the southern half of 
the Caucasus. The West also wants the area 
to become steadier so that heavy foreign in- 
vestment in oil under the Caspian Sea by 
such companies as Bp, which is beginning to 
make good returns, will be safe. 

Since the election was so blatantly 
rigged, the Council of Europe, a human- 
rights forum which servesasa sort of waiting 
room for would-be members of the Euro- 
pean Union, seemed likely to put off Azer- 
baijan’s bid to join. But for diplomatic rea- 
sons they will feel obliged to put Armenia’s 
application into the same box. The Arme- 
nians are sure to complain bitterly, though 
their democracy is about as shoddy. Irritat- 
ing for both rivals, the third independent 
country in the Caucasus, Georgia, whose 
democratic credentials are far from shiny, 
had already, in 1999, managed to gain entry 
into the council. 

For all his dictatorial habits, Mr Aliev has 
helped make a volatile region a lot more sta- 
ble than it was. He has forged a strong part- 
nership with Georgia and Turkey. The West, 
and the United States in particular, hope that 
a much-delayed pipeline will, by 2004, be 
carrying oil from Azerbaijan’s Caspian shore 
across Georgia and through Turkey to the 
Mediterranean port of Ceyhan. 

Mr Aliev has also kept on reasonable 
terms with Russia, which fears that the West 
is trying to cut it out of the region, for econ- 
omic and strategic reasons. This month Pres- 
ident Vladimir Putin is expected to pay a 
goodwill visit to Baku, Azerbaijan’s capital. 

But the nature of Azerbaijan’s govern- 
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ment worries many people, Azeris and for- 
eigners alike. Mr Aliev calls all the shots. Even 
the most trivial questions pass across his 
desk; practically all decisions are his. What 
will happen to this virtuoso of realpolitik if 
his people become angry about rising unem- 
ployment, corruption, and now a patently 
rigged election—and start to protest on the 
streets? What if his grip slips? What will hap- 
pen when he goes? 

In any event, Azerbaijan’s future looks 
uncertain. The big vote for Musavat has 
strengthened the claims of its leader, a for- 
mer speaker of parliament, Isa Gambar, to 
lead the opposition. Nor can the loyalty of 
the governing elite, to the president or to his 
son, be guaranteed. When the old man goes, 
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many Azeris might abandon the mild-man- 
nered son and heir in favour of Rasul Guliev, 
another former speaker, now in exile in New 
York. Like the Alievs, Mr Guliev, a tough for- 
mer director of an oil refinery, also comes 
from Nakhichevan, an Azeri exclave on the 
other side of Armenia that abuts both Iran 
and Turkey and provides many of Azerbai- 
jan’s ruling elite. 

The president shows no sign of changing 
tack. He looked gaunt and unsteady as he 
voted. But his mind is still vigorous. After the 
poll, he answered reporters’ questions in 
commanding detail and said he intended to 
seek a new five-year term in 2003. As he 
spoke, his son, Пат, hung back in awkward 
and uninspiring silence. 

— 








Yugoslavia 





Is it changing fast enough? 


BELGRADE 


Yugoslavia’s reformers gathered around the country’s new president, Vojislav 
Kostunica, are worried by the extent to which Slobodan Milosevic’s old guard 
in the army and security services have managed to keep their jobs 


N A dozen or so ex-communist countries, 

the same drama has unfolded. A reform- 
minded leader rides to power on a wave of 
popular discontent. Then, as the hubbub in 
the central square dies down, he confronts 
the generals and police chiefs who still con- 
trol the real levers of power, and are 
uniquely well-informed about where all the 
bodies were buried, in more than one sense, 
under the old regime. They present him with 
some tough arguments—“we can harm you 
a lot if you remove us, and help you a lot if 
you retain us"—and the new leader reluc- 
tantly concludes that he has no choice, for 





1 secure his throne 


В. 


Kostunica must s 


thetime being, but to keep the hard men on. 
As Vojislav Kostunica enters his second 
month as president of Yugoslavia, that fam- 
iliar old tale seems be repeating itself in Ser- 
bia, Yugoslavia s main chunk, where the 
night of authoritarianism was particularly 
long and dark. While daily life in Belgrade, 
the capital, brings plenty of other pro- 
blems—such as price rises and ever more fre- 
quent power cuts—by far the biggest com- 
plaint among reform-minded people is the 
fact that the security forces continue to be 
led by former devotees of the old regime. 
Attention has focused on two individ- 
uals, both of whom were hand-picked by 
Slobodan Milosevic, the disgraced Yugoslav 
president, but have since declared their loy- 
alty to his successor. One is General Nebojsa 
Pavkovic, the army chief who might now 
have been overseeing a crackdown on Mon- 
tenegro, Serbia's tiny sister-republic in the 
Vugoslav federation, if his old master had 
stayed in office. The other is Rade Markovic, 
who as head of Serbia's security service has 
been responsible for the surveillance, black- 
mail and political dirty tricks by which 
authoritarian regimes maintain power. 
Among the anti-Milosevic coalition, still 
confusingly known as the Democratic Op- 
position of Serbia (pos), pressure has been 
mounting for the swift removal of both men. 
But last weekend Mr Kostunica dashed any 
hope that such demands would be satisfied 
in the near future: hasty changes at the top 
would “inevitably lead to destabilisation” 
and could “endanger democratic change,” 
he argued. 
Respectfully but firmly, many of Mr 
Kostunica’s political allies disagree. As they 
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see things, every day in which the hard-lin- 
ersretain their top jobs makes it easier for the 
old guard to burn embarrassing documents, 
strip the state’s remaining assets and avoid 
being held to account—morally and le- 
gally—for the misdeeds of the past decade. 
"Protecting a character like Markovic may 
seem like a guarantee of stability, but in fact 
it will make things more unstable," says one 
leading figure in pos, who grumbles that his 
phones are being tapped with no less than 
zeal than before. 

Sofar,this quarrel, much of it conducted 
in private, has not led to an open breach be- 
tween Mr Kostunica and the pos move- 
ment. The arcane structure of the Yugoslav 
federation, now reduced to two of the origi- 
nalsix republics, has made it easier to finesse 
the argument. In theory at least, Mr Marko- 
vic does not serve federal Yugoslavia's ad- 
ministration, headed by Mr Kostunica, but 
Serbia's, which is currently overseen by a 
ramshackle mixture of pro- and anti-Milos- 
evic figures, pending elections on December 
23rd that are expected to bring further de- 
feats for the old regime. 

So, technically at least, pos and its 
leader, Zoran Djindjic, can agitate for the re- 
moval of Mr Markovic from the Serbian 
power structure without directly attacking 
Mr Kostunica’s record as federal president. 
There is another, more substantial reason 
why pos is pulling its punches: any sign of 
an open quarrel with the head of state, who 
is still riding high in the opinion polls, could 
only bring comfort to the old guard and re- 
duce the chances of a clear victory for the re- 
formers in the December poll. 

Once that poll is over, a new row may 
break out between the Yugoslav and Serbian 
governments, regardless of the personalities 
involved, over Montenegro. The recently 
formed Yugoslav cabinet, which includes 
some old-guard Montenegrins, will seek to 
preserve a two-republic federation; and, 
though a debate on the issue has yet to start 
in earnest, the next Serbian government may 
see an interest in weakening or ending it. 

In any event, the retention of many of 
the ex-president's old trusties is bitterly dis- 
appointing to protagonists in the revolt that 
forced Mr Milosevic out, especially the sol- 
diers and police officers who took the risk of 
supporting the popular uprising, and are 
dismayed to find themselves, a month later, 
under the boot of their vengeful old bosses. 

“The fruits of the revolution have partly 
been forfeited,” laments Velimir llic, the 
mayor of the town of Cacak, who played a 
big part in last month’s storming of parlia- 
ment. A burly, hands-on local politician 
who is now a prominent player on the nat- 
ional stage, he pointedly recalls that when 
his reformist party won the Cacak town hall 
a few years ago, they sacked all the Milosevic 
regime’s lackeys in a couple of days. 

A side-effect of discontent in the middle 
ranks of the security forces has been a steady 
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flow of leaked documents which is designed 
to make the position of the current security 
chiefs untenable. One set of papers showed 
that Slavko Curuvija, an opposition news- 
paper editor, was under close surveillance 
by the secret police until a few hours before 
his murder in April last year. 

Also leaked was an “internal” memo by 
Serbia’s three co-ministers for internal af- 
fairs to the effect that Mr Markovic had 
threatened to get back at his accusers by call- 
ing out some of his friends in the criminal 
underworld. Both the warning itself and 
some expletives Mr Markovic was reported 
to have used, too colourful to quote in a fam- 
ily newspaper, have made Mr Kostunica’s 
confidence in him seem doubly puzzling. 


Е SE Ww EL ha ча 


Some cynics have wondered out loud 
whether the spectacular uprisingof October 
sth was a pre-cooked sham, in which secu- 
rity chiefs agreed not toopen fire in return for 
a promise that their jobs would be safe. Such 
allegations seem exaggerated; there is strong 
evidence that the pro-Milosevic top brass 
wanted to use force against the protesting 
crowds but ran into objections from their 
subordinates. 

But at some point during the turbulent 
events of the past month, the security chiefs 
seem to have given Mr Kostunica a warning 
in no uncertain terms: thanks to our co-op- 
eration, the change of guard in Belgrade is re- 
markably peaceful; but lay one finger on us, 
and all bets on avoiding bloodshed are off. 


п 





Austria 


Wobbles on the right 


FTER surviving seven months of di- 
plomatic sanctions by its 14 fellow gov- 
emments in the European Union, Austria's 
ruling coalition of the right is now threat- 
ened by another crisis. This one is caused by 
ructions within and surrounding the far- 
right Freedom Party, whose inclusion in the 
coalition set the rest of the Eu at odds with 
Austria in the first place. 
Jorg Haider, still his party's behind-the- 
scenes boss despite officially stepping down 
as chairman in May, is strug- 


position, Alfred Gusenbauer, has now 
added hisown twist to the tale of conspiracy 
by declaring that he had been secretly 
sounded out by members of Mr Schüssel's 
People's Party with a view to forming a new 
“grand coalition" of the mainstream left and 
right—with Mr Haider's lot firmly excluded. 
Mr Gusenbauer said he had turned the offer 
down. Mr Schüssel denied that the offer had 
been made at all. 

His People's Party is now ahead in the 
opinion polls, with about 





gling to stop it from breaking 
up. It has suffered a string of 
setbacks. This week one of its 
six ministers in the govern- 
ment resigned, the third todo 
so.Last month it got pasted in 
a provincial election. Mr 
Haider is himself embroiled 
in a row over accusations 
that people in his party have 
been bribing policemen to 
dig up dirt against their op- 
ponents. Pollsters say the 
party has lost a third of its 
supporters since it joined the government 
earlier this year. 

Vienna, the capital, is awash with politi- 
cal conspiracy theories. One is that Mr 
Haider, whose party was accepted into 
Wolfgang Schüssel's coalition only on condi- 
tion that he would not take part in it, may 
now seek to bounce back on to the national 
stage, despite promising that he would stick 
to his job as governor of the southern prov- 
ince of Carinthia. Others say that he has be- 
come so dejected by recent events that he 
wants to quit politics altogether. Yet others 
suggest that, as the heat is turned up on him 
over the police row, he may consider taking 
his party outof the coalition and so, perhaps, 
bring thegovernment crashing down. 

The leader of the Social Democratic op- 





Has Haider lost it? 


35% of the prospective vote to 
about 31% for the Social 
Democrats. Mr  Haider's 
Freedom Party, which 
soared into the lead last Jan- 
uary with more than 30%, 
has slumped to a mere 20%. 
Last month in the province 
of Styria, home of the 
Freedomites' outgoing trans- 
port and infrastructure min- 
ister, Michael Schmid, who 
cut a sorry figure in govern- 
ment, the party got only 12%, 
down from 29% in that area in last year's 
general election. 

Yet another of the Freedomites' minis- 
ters is also in danger: Dieter Bóhmdorfer, a 
confidant of Mr Haider, who holds the jus- 
tice portfolio. He and other party officials 
have been accused by a former policeman 
(and former Freedom Party member) of 
bribing police contacts to get confidential 
files on political opponents and journalists. 
Last week Mr Haider, who has denounced 
the charges as “а creation of journalists' sick 
minds", was called in for questioning by the 
police after 11 other policemen, among them 
hisown bodyguard, were suspended on sus- 
picion of stealing the files. 

Hilmar Kabas, the Freedomites' leader in 
Vienna, has come under investigation too, 
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hances in elections for the city hall next 
. Spring. The Freedom Party is doing its best to 
. ruin itself. All the same, since no single party 
-Jooks capable of getting an outright majority 
of seats in parliament, third parties, however 
small and messy, can still hold the balance. 








` The European Union 
Bigger when? 


BRUSSELS 


"HE annual report by the European 

Commission on the 13 countries apply- 

ing to join the Eu pats most of them on the 

: back. But that does not mean, as one might 

. expect, that the countries farthest ahead in 

‘their preparations will join when they hope 

to,on January 1st 2003—even though thatis a 

¿date gu leaders themselves have said they 
are aiming for. 

The trouble lies not just in agreeing on 
the reforms needed in the (mostly transi- 
tional) economies that want to join. It also 
lies in the Eu's own set-up. The expansion 

‚ from 15 to 27 or 28 members (including Tur- 

Key, with which negotiations have yet tobe- 
gin) is an agreed project. But to accommo- 
date this near-doubling in membership, the 
EU will first have to reform itself. 

Hence the timing of the commission's re- 
port, just a month before the ки? leaders are 
to meet in Nice to try to forge a grand agree- 





as USES farther damaging the party's 





ment on reform. Given that their govern- 
ments are predictably deadlocked on many 
of the issues (notably, the spread of majority 
voting at the expense of national vetoes, and 
the size and role of the European Commis- 
sion as the ки” executive), the question is 
whetherthe report, published on November 
8th, gives the leaders an excuse to procrasti- 
nate yet again. After all, Poland and other ex- 
communist applicants remember that they 
were once promised 2000 as their date ofen- 
try. As sceptics always point out, enlarge- 
ment could be a costly business in terms of 
lost subsidies for existing members such as 
Spain, Portugal, Greece and Ireland. 

As with many ки questions, there is no 
easy answer. The report is polite enough 
about overall economic development, but 
then warns sternly against inflation, current- 
account deficits, rising unemployment, 


fraud and corruption, the trafficking of. 
women and children, and the plight of mi- 


notities such as the Gypsies (or Roma). Even 
So, it suggests that negotiations with the 
most go-ahead countries could be done in 
time for them tojoin by the start of 2003. 


Will those be the “first wave” of sixcoun-_ 


tries (the Czech Republic, Cyprus, Estonia, 
Hungary, Poland and Slovenia), which be- 
gan negotiations in 1998, or could they in- 
clude second-wave applicants (Bulgaria, 
Latvia, Lithuania, Malta, Romania and Slo- 
vakia), which started negotiations this year? 

The report gives hope to all, not least by 
pointing out that the important “capacity to 
withstand competitive pressure and market 


` shock of membership; the commission ha 


_ agriculture alone. 
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forces within the Union” isa criterion met b: 
some countries in both waves—but not by. 
all. Cyprus and Malta, for example, are ready 
today by this measure; Poland will be ready. 
soon; but Latvia and Slovakia will not be 
ready until the “medium term". As for Ró- 
mania, its progress towards meeting econ- 
omic criteria is described as “too limited”. 
But is. any of this timetable realistic, even 
for the best performers? Every country’s ac- 
cession will have to be approved by every 
existing member of the club. Since ratifica 
tion is expected to take at least18 months, th 
2003 target seems certain to slip even if, as i 
likely, the applicants are placed in differen 
groups. The speediest timetable, therefore 
has the first entrant joining in 2004—in ti 
say members of the European Parliame 
for their next election. But 2005 may be mo 
realistic, not least because the endgame 
‘the negotiations will be dogged by reque 
for “transitional measures" to cushion : 


80 far received over 340 requests to do witl 


Political question-marks still has t 
Poland, by far the biggest candidate, wit 
nearly 40m people, gets good marks. It no 
promises to speed up legislation previoush 
planned for 2002 to meet the timetable fo 
early membership. That is important, sinc 
some countries, notably Germany, may we 
reject any expansion that excludes the Pole 
even though others, such as the Czechs, Mal 
tese and се may be further advanced 











PARIS 


HE president, in a special address to 

the nation on television, was suitably 
solemn: “The gravity of recent develop- 
ments in the ‘mad cow’ crisis leads me to 
intervene anew. We must without delay 
ban feed containing animal waste and set 
about a systematic screening for the dis- 
ease." Such feed is already supposed to be 
banned for cattle, but not for fish, pigs and 
poultry. The prime minister, also suitably 
solemn before the National Assembly, re- 
plied that he preferred to wait for scientific 
advice on how to do this safely and with- 
out harming France's environment. 

In other words, the tragedy of bovine 
spongiform encephalopathy (Bsr) has be- 
come a political football in France. The 
conservative president, Jacques Chirac, 
choosing—surely not by accident—to 
speak at lunchtime, manages to put the So- 
cialist-led government with which he un- 
easily cohabits on the defensive. And wha 
can blame him? After all, it is Mr Jospin’s 
government that first stressed the “princi- 
ple of precaution”, refusing to allow the 








France’s mad cows go political 


sale of British beef, for fear of mad-cow 
disease and its associated new variant of 
Creutzfeldt-Jakob disease in humans, de- 
spite the ков insistence that it was safe. 

Now the tables, are turned. Hungary 
and Poland have banned all French beef 
and Germany, most loudly at the Lander 
(states) level, is threatening to do so; Russia 
has banned beef from regions where ase 
has been found; and Spain has banned the 
importof cows for breeding. 

Meanwhile, the French farmers’ un- 
ions are protesting at the waste of being re- 
quired to kill a herd if just one animal is in- 
fected; schools across the country are 
taking beef off the menu; and at least one 
popular restaurant chain has stopped 
serving beef on the bone. Suddenly, the 
government cannot win. If it follows Mr 
Chirac’s advice, it incurs huge costs in in- 
cinerating stocks. If it says French beef is 
safe, it contradicts its previous statements 
that the sse tally is bound to rise. 

But put the tally in perspective. Since its 
first cases more than a decade ago, Britain’s 
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BSE tally has risen to almost 178,000, with 
more than 1,000cases this year. By contrast, 
опу 172 French cattle, including 92 this 
year, have succumbed. The trouble is that 
Britain's tally isdown; France'sis going up. 
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66 YPERPUISSANCE”: what a wonderfully French way tode- 
fine America, not as a “superpower” but as a “hyper- 
power", implying, surely, an excess that must be curbed. Yet Hub- 
ert Védrine, the man who coined the word, denies any pejorative 
intent. The idea is simply to provide an accurate description of an 
America that has become more than a superpower. 
Ah yes. Mr Védrine, France’s foreign minister since Lionel Jos- 
pin brought the Socialists to victory in a general election in 1997, 
has the natural diplomat's knack of smoothing troubled waters. 
| Did President Jacques Chirac, France's conservative head of state, 
| criticise as premature last month's overtures to North Korea by 
| Britain and Germany, both announcing diplomatic recognition, 
| and the mooted visit to Pyongyang by Bill Clinton? Well, perhaps 
he did, but the differences are not important. What matters is that 
| everyone supports the reunification 
| policy of the South. Was the West split 
| when Israeli violence was condemned 
| at the UN and seven eu countries, but 
| 





not France, abstained? No, we are all 
working to restore a dialogue. Is the 
rash of anti-Jewish attacks in France 
worrying? One mustn't be alarmist; the 
attacks are an “impulsive, inflamed re- 
action”, not an organised campaign. 

And so on—and on. Whatever the 
topic, Mr Védrine, now 53, can find the 
words to suit the occasion. It is, after all, 
a skill that every énarque (Mr Védrine 
is a graduate of the elite-producing 
Ecole Nationale d'Administration) is 
taught to master; and in Mr Védrine's 
case itis a skill honed by a full 14 years’ 
service in the court of Francois Mitter- 
rand, France's Machiavellian president 
through the 1980s and early 19905 who 
also happened to bea friend of Védrine 
pére. It is a skill that leads some to ac- 
cuse the foreign minister of bringing 
brilliance to the table, but not ideas. 

The charge is unfair. One reason is 
that when a French government from 
one side of the political divide has to 
“cohabit” with a president from the 
other (as has now happened three times since the Fifth Republic 
was established in 1958), it is the foreign ministry that is particu- 
larly constrained. Simply put, it is the president who is constitu- 
tionally responsible for foreign policy. Hence the need, last Febru- 

ary, for Mr Védrine's emollient skills when Mr Jospin upset 
decades of carefully crafted French pro-Arabism on a trip to the 
Middle East by referring to Lebanese fighters as "terrorists"—and, 
for his pains, was stoned by Palestinians. 

But thesecond reason is whatone might call the Védrine para- 
dox: he smoothes waters that he himself has troubled. And he 
troubles those waters because he has a vision of the world that 
does indeed involve curbing the hyperpower. In a book written in 
partnership with Dominique Moise, a leading political scientist, 
and published to coincide with France's assumption in July of the 
Eu's rotating six-month presidency, Mr Védrine argues: "France is 
a great country. It is not going to dissolve itself in a global magma 
Inon-énarques might have written "soup"] nor even a European 
one. She has in her hands some excellent cards, indeed aces, if she 
knows how to play them, to preserve in the best sense of the term 
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Hubert Védrine, France's voice іп the world 








her identity and influence, and to make a decisive contribution as 
much for a better-organised world as for a reinforced Europe.” | 

In other words, France does not accept the logic of a world | 
dominated by a single hyperpower. Nor does it accept the inevit- | 
ability of a federal, “superstate” European Union; Mr Védrine was | 
quick to puncture, with exquisite politeness, the federal ideas | 
mapped out last May by Joschka Fischer, Germany’s foreign min- | 
ister. Instead, there can be—and should Беа world that is тоге | 
multipolar and diverse. And clearly France, as a member of the G7 | 
group of rich countries, holder of a permanent seat on the UN Se- | 
curity Council and possessor of nuclear weapons, has a leading | 
place in this better world. | 

Are those cards good enough to trump the hyperpower, опе | 
which is inherently suspicious of any multilateralism it does пос | 
control? Perhaps. Rather like Britain,in | 
the metaphor of Mr Védrine's old | 
counterpart, Douglas Hurd, France has | 
an ability to "punch above its weight". | 
But the difference is that Britain would | 
never dream of challenging America, | 
whereas a streak of anti-Americanism | 
seems to be a vital component of ће | 
French identity. This week, for exam- | 
ple, France thumbed its nose at Атпег- | 
ica by allowing a delegation of its poli- 
ticians, doctors, lawyers and business- 
men to fly (naturally in a French-built 
aircraft) to Baghdad. Peter Hain, a one- 
time South African dissident tumed 
junior British foreign minister, 
promptly denounced France's policy 
on Iraq as “contemptible and destruc- 
tive”. 

Is it? Mr Hain and others may think | 
the French are breaking ranks for their | 
commercial self-interest, but Mr Vé- | 
drine has long argued that sanctions | 
are almost always an ineffective | 
weapon and that in the case of Iraq | 
“they are ineffective because they | 
don't touch the regime, which is not | 
encouraged to co-operate, and they аге | 
dangerous because they worsen Iraqi | 
society's disintegration.” To put it another way, they are to French | 
sophisticates yet another example of a dangerous American ten- | 
dency tooversimplify the world. | 

Last June, Mr Védrine called a halt to that alleged American | 
tendency: France refused to join another 100-odd countries in | 
signing a "Warsaw Declaration" in favour of democracy, even 
though America’s secretary of state, Madeleine Albright, pleaded | 
that the document could help aspiring democrats as much as the | 
Helsinki Final Act of 1975 had boosted human-rights campaigners. | 
Accusing western countries of ignoring their own long and bloody | 
road to “our present degree of democratisation”, Mr Védrine | 
scorned their “triumphant rhetoric” and sloppy presumption that | 
economic growth is bound to lead to democracy. | 

“Itis probably nota coincidence that the French declaration of | 
human and citizens’ rights was proclaimed in 1789, at a moment | 
when the literacy rate of the French population had risen to 50%.” | 
Nicely, and politely, put; and a gentle reminder to the hyperpower 
that the world is a complex place and that it helps to be able, like 
France (guided, of course, by its énarques), to understand it. 
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сә Look around. You're in the midst of a global maelstrom. A swirling mass of converging 
technologies and new business opportunities unleashed by the Internet. All waiting to be 


harnessed by companies like Fujitsu - the world's third largest IT services provider". We've 





focussed our energy and resources on 


WHEN YOU OPEN YOUR MIND TO T creating technology to solve the unique 


FULL PC TIAL OF THE INTE 
WHAT DO YOU SEE? 





problems of thousands of individual 





businesses. Last year alone we invested $4 billion of our $50 billion global IT and 
telecommunications revenues on R&D, That's what it takes to create next generation mobile 
technology, ultra-high-speed servers and leading-edge photonic networks. Innovations that keep 
your business one step ahead of the Internet. And light years ahead of the competition. 

THE POSSIBILITIES ARE INFINITE 


www. fujitsu.com 


“Source: IDC, December 1999. Who Will be Leading the Global IT Services Industry in 20007: A Competitive Analysis by Mauro Peres, Sophie Janne Mayo. 


Evolve existing networks to 
deliver next-generation services. 





You face threats from agile new 
competitors combined with demands 
from the growth of the Internet 
This requires you to think in new 
ways when it comes to meeting 
your customers needs. One of your 
greatest challenges is to migrate your 
current network to meet customer 


demands for next-generation services 
Tellabs’ Clear Ideas" will get you there 


Today, Tellabs brings you the vision, 
the creativity and the resources to make 
your transformation to tomorrow a 
success. Capitalizing on the investments 
you already have made, Tellabs weaves 
new and emerging technologies into 
your current network to maximize 


and future-proof it 


Leveraging your investments is 
something we've built our reputation 
on. As the demands on your 


network increase, our Clear Ideas™ will 
evolve to help you meet current and 


tuture requirements 


You see the future. Clear Ideas Will 


Get You There." 


www tellabs com 
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| 
| IVE years ago, the managers of established, old- 
economy companies concentrated on running 

their business well: making cars, perhaps, or selling 
life insurance. They had to contend with constant 

| change, of course, but normally of a fairly predict- 

able kind: costs had to be cut, new products 

launched, mergers and acquisitions dealt with. Now 

life has become much more difficult. Change has 

notonly become more rapid, but also more complex 

| and more ubiquitous. Established companies are no 

| longer quite sure who their competitors are, or 

| where their core skills lie, or whether they ought to 

| abandon the particular business that once served 

them so well. Behind this new uncertainty lies the 

| Internet (which in this survey is used as shorthand 

| to include the whole cluster of technologies that de- 

| pend upon and enhance it). In the past five years, 

| this has begun to transform managers’ lives. 

| Why is it causing so much trouble? After all, the 

| Internet as now used by many companies performs 

| familiar functions, although more cheaply and flex- 

| ibly. The e-mail is not really so different from the 

| тето; the electronic invoice looks much like an on- 

| screen version of its paper predecessor; the intranets 

| that companies install to connect different depart- 
ments resemble the enterprise resource planning 

| (ERP) systems that many companies bought in the 

| 1990s; even the networks that link companies with 

| their suppliers had their electronic predecessors. 

| 

| 

| 

| 

| 

| 

| 

| 

| 

| 

| 

i 





But new technologies often begin by mimicking 
what has gone before, and change the world later. 
Think how long it took companies to realise that 
with electricity they did not need to cluster their 
machinery around the power source, as in the days 

| Of steam. They could take the power to the process, 

which could even be laid out along a production 

line and set in motion. In that sense, many of today's 

| Internet applications are still those of the steam age. 

|» Until they make the next leap, their full potential 
“will remain unrealised. 
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Inside the machine 


Yet even what the Internet has already achieved 
is puzzle enough for many managers. Why should it 
cause more bewilderment than, say, the arrival of 
the mainframe or the pc before it? 

The answer lies in the Internet’s chameleon 
qualities. It is not simply a new distribution channel, 
or a new way to communicate. ft is many other 
things: a market place, an information system, a tool 
for manufacturing goods and services. It makes a 
difference to a whole range of things that managers 
do every day, from locating a new supplier to co- 
ordinating a project to collecting and managing cus- 
tomer data. Each of these, in turn, affects corporate 
life in many different ways. The changes that the In- 
ternet brings are simply more pervasive and varied 
than anything that has gone before. Even electricity 
did not promise so many new ways of doing things. 

At the root of the changes is a dramatic fall in the 
cost of handling and transmitting information. Al- 
most every business process involves information 
in some form: an instruction, a plan, an advertise- 
ment, a blueprint, a set of accounts. All this informa- 
tion can be handled and shared far more cheaply 
than before. That has its drawbacks, of course: a fall 
in production costs is all too likely to lead to an in- 
crease in supply, and plenty of managers now feel 
that they are drowning in information. But it also 
brings immense advantages. 

In particular, the investments that companies 
need to make in hardware and software are small in 
relation to the pay-off. Gary Reiner, chief informa- 
tion officer of GE, one of the pioneers of the Internet, 
describes how the company set out to build its own 
electronic-auction site. "It was less expensive than 
we thought," he says. "We built the software for 
$15,000 internally." Charles Alexander, who heads 
GE Capital in Europe, makes the point even more 
forcefully. “What we have rapidly begun to un- 
derstand is that the incrementa: investment re- 
quired is extraordinarily small compared with our 







Companies need 
more than good. 
technology to 
make the most 
the Internet. 
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overall investment. A $300m investment for a com- 
pany making $4 billion-5 billion is weeks of cash 
flow to get a payback which is months away, not 
years, We thought, if we are completely web-en- 
abled in two years, that's good. Then we realised we 
could do it in weeks—and the productivity gain is 
almost instant." 

Of course it is not really that easy. Companies 
have to do a lot more than buy terminals and write 
software. Erik Brynjolfsson, a professor at the 
Massachusetts Institute of Technology’s Sloan 
School of Management, argues that software and 
hardware account for only about a tenth of true cor- 
porate investment in information technology. A far 
larger investment goes into new business processes, 
new products and the training of employees. Such 
spending does not show up as investment on cor- 
porate accounts. Instead, it generally appears as ex- 
penses, such as payments to consultants, and is 
treated that way by the taxman (unlike investment 
in old-economy physical goods, which can be capi- 
talised and depreciated). Nor does it appear on na- 
tional accounts. Yet American companies, Mr Bryn- 
jolfsson calculates, have created a total of $15 trillion 
of "organisational capital" in the past decade. 

А survey of 416 companies conducted by Mr 
Brynjolfsson, together with Lorin Hitt of the Whar- 
ton School at the University of Pennsylvania and 
Shinkyu Yang of the Stern School at New York Uni- 
versity, identified such organisational capital by 
picking out companies in similar industries where 
employees tended to have a great deal of authority 
over the way they worked; where they were paid for 
performance; where they were well educated; 
where the emphasis was on teams; and where most 
information flowed freely across the company. Fi- 
nancial markets valued organisational capital 
highly, to judge by market capitalisation, but they 
were keenest on those firms with both high invest- 
ment in information technology and a high degree 
of organisational change. 


How's your organisational capital? 

The reason for this correlation, Mr Brynjolfsson be- 
lieves, is that in order to get the best out of their in- 
formation technology, companies need to make a 
host of changes in a co-ordinated fashion. They 
cannot simply mimic others: if they do, the results 
may be disappointing or even disruptive. Organisa- 
tional capital is far harder to reproduce than the 
more visible, marketable sort. 

So the success of a company's Internet strategy 
depends on the way the company is run. It is not just 
a matter of designing a shrewd strategy—although 
that obviously helps. In addition, a company needs 
strength in depth. It needs intelligent, empowered 
employees, a culture of openness and a willingness 
to experiment, good internal communications and a 
well-designed pay structure. It also needs absolute 
commitment from the top. The sheer scale of change 
is impossible without determined leadership. A 
company whose chief executive never deals with 
his own e-mail will not get far. 

Many managers began to think seriously about 
the Internet only once the millennium-bug scare 
was over. Most large American companies started to 
develop their Internet strategies a year ago; the 
benefits will begin to show uponly in next year's ac- 

















counts. A survey conducted earlier this year by the 
National Association of Manufacturers found that 
more than two-thirds of American manufacturers 
did not use the Internet for business-to-business 
commerce. If that is true for the United States, it is 
true in spades for the rest of the world. “Whenever I 
visit software companies," says Andrew McAfee, a 
professor at Harvard Business School, “I get them to 
complete the sentence, ‘The business-to-business 
revolution is x% complete.’ The biggest number І 
have heard is 5%. Many say 1%.” 

Some of the remaining 99% will be accom- 
plished only as the network effects of the Internet 
feed through. For example, only half of Dell Com- 
puter's customers are "online-enabled", as Joe Ma- 
rengi, one of the company's senior executives, puts 
it: able to use Dell's web pages to configure their or- 
ders. And only 15% of customers place the order elec- 
tronically. The remaining 35% design the order on- 
line and then submit it in some way that requires 
Dell to take a second step to feed it into the system, 
such as e-mailing or faxing it. As more companies 
can submit electronic orders, both they and Dell will 
cut costs and speed the process. Many more pro- 
cesses involving transactions among companies 
bring the same double benefits, and ripple outwards 
as more firms share some particular capability. 

The companies that have gone furthest claim to 
save astonishing amounts. GE plans to cut 15% from 
its cost base of $100 billion in both 2001 and 2002. 
That is five times the typical annual growth in pro- 
ductivity, even for this fast-moving firm, of 3-4%. In 
addition, the company hopes to reduce the prices of 
the materials it buys by making most of its pur- 
chases in electronic auctions. That should save a fur- 
ther $2 billion over the next two years. 

Other companies are discovering the same sort 
of magic. In the summer of 1999 Larry Ellison, boss 
of Oracle, announced that the company would cut 
$1 billion from its global corporate expenses of $7 
billion. Now it expects to cut a second billion by Oc- 
tober next year, and has its eye on a third. “Tve been 
in business for more than 30 years, and I think this is 
by far the biggest productivity advancement I've 
seen in my life," says Jeff Henley, Oracle's chief fi- 
nancial officer. 

Such figures will have a dramatic impact on the 
overall productivity of the economy. In America, 
productivity growth appears to have accelerated 
sharply in the past few years—although Mr Bryn- 
jolfsson would argue that the acceleration would 
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look milder if the costly investment in organisa- 
tional change could be properly measured. Even if 
the pioneers of the Internet are exaggerating, a long 
period of big productivity gains seems to lie ahead. 

These gains come from several different di- 
rections. Some of them are achieved simply by 
transferring part of the work from the company to 
its customers. If you are having trouble recruiting 
enough staff for your help desk, and you want to 
spare your customers having to listen to an entire 
cp's worth of gruesome music on hold, then well- 
designed online information may actually benefit 
everybody. If your customers can submit electronic 
orders, it saves you the trouble of doing the job 
yourself, and also greatly diminishes time-wasting 
wrangles over mistakes. You just e-mail the queru- 
lous customer the original order. 

Other cost savings come from being able to feed 
better information to suppliers all the way up the 


embodiment of bad information". His company 
now measures its inventory in hours rather than 
days. Still more savings come from being able to buy 
from a wider market, allowing competition to drive 
down prices. 

These changes allow measurable savings. But 
| there are other, more far-reaching benefits. As com- 
panies install software applications to take over 
many of the tasks that employees now do—such as 
^running errands" to keep information moving— 
they alter the balance between the internal and ex- 
ternal demands on a company, an issue described in 
a book called “Harmony: Business, Technology & 
Life After Paperwork" by Arno Penzias, former boss 
of Bell Labs. "Though to my knowledge no com- 
| puter has yet managed to replicate the performance 
| ofa single office worker," he says, "the right com- 
| bination of computing and communications can 
| frequently replace whole departments." 
| The "errands" jobs are not only wasteful; they 
| turn the attention of organisations inwards towards 
| the smooth operation of internal processes, rather 
| than outwards to the customer. Now, though, In- 
| ternet-based software applications are shifting the 
| balance, shrinking the amount of human time and 
| effort that needs to be spent on internal co-ordina- 
| 
{ 
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| 
| 
| 
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tion. Companies will no longer need layers of 
white-collar workers to manage the steps between 
what the customer wants and what he gets. 

All sorts of things can be done differently. Man- 
ufacturers can talk directly to their customers, or to 
their suppliers’ suppliers. Customers can click a 
mouse and start a production process rolling, far 
along the supply chain. Training sessions can be car- 
ried on a laptop. Sales staff can do presentations to 
customers a continent away. Companies will often 
find it difficult to tell whether such measures save 
money or whether they simply provide a better ser- 

| vice, but overall they will increase the proportion of 
| time that goes on keeping customers happy rather 
| than keeping the business running. 

| Once a company sets off down the Internet 
| track, what does it find? First, a change in familiar 
| boundaries, starting with those of the firm itself. 
| Collaborating with others becomes easier and less 
| expensive, as does linking different operations 
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chain, and thus reduce stocks. Paul Bell, who runs ; 
Dell Computer's operations in Europe, the Middle : 
East and Africa, describes inventory as “the physical : 
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within and between firms and buying in everything 
from management skills and innovation to the hu- 
man-resources department. The boundaries for em- 
ployees are redrawn too: those between home and 
work, as people work from home and shop from 
work, and those between the individual and the 
company, now that employees’ knowledge and 
skills may be worth almost as much as the company 
they work for. Geographical bour:daries start shift- 
ing as well: within companies, different regional di- 
visions need to collaborate and share customers 
more than they did, businesses can source more 
products globally, and new ideas and competition 
can spring up anywhere on the planet. 


Life in the fishbowl 


Second, the Internet brings management out into 
the open. "You put a piece of glass into your orga- 
nisation and expose all your internal strife,” says 
Pete Martinez, who runs the worldwide consulting 
arm of 1Bm’s global services. Managerial privacy 
dwindles: "I have to assume that every bit of in- 
formation about me is broadcast back to our em- 
ployees and customers. it's the fishbowl effect," says 
Eric Schmidt, boss of Novell, a troubled software 
company. If you have failed to reply to an e-mail, 
you can no longer hide behind “my secretary lost 
the message". Pricing is also more transparent, as 
more deals can be put to the tes: of an occasional 
auction. Companies need to allow customers and 
suppliers "inside the machine", in the phrase of Pe- 
ter Martin, editorial director of Internet activities at 
ftcom. Thus customers can track the progress of 
their orders, and suppliers are growing used to 
scooping information straight out of their custom- 
ers' databases. Moreover, emplovees can see what 
they might earn in similar jobs in other companies. 

Third, the Internet increases :he importance of 
standards. Indeed, the glue that holds it together is 
essentially a set of software standards. Their user- 
friendly simplicity allows people to use the Internet 
in many different roles—as customers, suppliers, 
employees, job-seekers—without needing to be re- 
trained. Electronic commerce needs standards in or- 
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der to make it easy to transfer information between 


companies with different systems: hence the impor- 
tance of xML, a programming language. Companies 
also need rules about what can be bought online: 
the aggregation of many departments? orders for 
staplers will save money only if all departments are 
willing to buy from the same standard shopping list. 
And aiming for a standard technology, and stan- 
dard look and feel for customers, is a way to reduce 
maintenance costs and to measure more easily how 
customers behave. However, standardisation is a 








Talking to each other 


T ITS most basic, the Internet is a wonderful way 

to communicate. Hit that "send" button and off 

goes the e-mail, trailing attachments, to everybody 

in the firm and beyond. No wonder companies find 

it a perfect way to talk to their staff. No wonder it is 

so useful—but also so dangerous—when staff want 
to talk to each other. 

Over and over again, the Internet's uses turn out 
to dovetail beautifully with current trends. As com- 
panies become more fragmented and their workers 
more geographically dispersed, managers need a 
way to rally the troops. In particular, they need a 
way to build a corporate culture: that intangible 
something that binds employees together and 
teaches them to understand instinctively the defin- 
ing qualities of the business and the appropriate 
way to respond to any issue that confronts them. 
The Internet provides the means to do this. 

In a stable, slow-growing and well-established 
company, à common culture may be easy to main- 
tain. You take each year's new recruits off to boot 
camp for a fortnight and teach them the company 
history. But few companies today can afford to be 
stable or slow-growing. Instability and speed make 
culture-creation harder. 

In Silicon Valley, people count as old stagers if 
they have been with the same employer for much 
over a year. But rapid turnover is not the only diffi- 
culty. In many companies, the salesforce or the 
maintenance folk rarely come into the office. A 








force for centralisation in companies. Once the hu- 
man-resources department decides it needs a single 
global website to keep employees up-to-date, head 
office will want to decide what should appear on it. 

This survey begins inside the company to see | 
how the Internet affects the way managers commu- 
nicate with staff, and staff with each other. It then. | 
examines links with suppliers and customers. | 
Lastly, it considers how the shape of the company 
itself may change, and offers some guidelines for | 
good e-management. 





quarter of raM's workforce, for instance, is now mo- 
bile—they spend at least 80% of their time off-site, | 
usually working from home or on the road. Key peo- | 
ple may be based in key markets abroad, a day's air 
travel away from the main office. Mobility goes right | 
to the top: Douglas Daft, chief executive of Coca- | 
Cola, travels 80% of the time. He boasts: "The head- 
quarters office is where I am." | 
Add in mergers and takeovers, which create а | 
need to proselytise a new bunch of employees and | 
coax them to abandon one corporate creed for an- | 
other. As companies outsource more and more ac- | 
tivities, too, they look for ways to teach their sub- | 
contractors to share their values. And the faster | 
things change, the more important it becomes to ex- | 
plain to employees what is happening, and why. | 
How to do it? "In a rapidly changing and geo- | 
graphically distributed organisation," observes Mi- | 
i 

| 





chael Morris, a social psychologist at Stanford's 
Graduate School of Business, “you don't have the 
option of the drink after work." But you do have the 
Internet. More than any previous technology, it al- 
lows companies to ensure that every employee has 
access to the corporate news, views and vision. 
Some companies use it to teach their employees 
(as well as suppliers and customers) their ethical 
code. Boeing, for instance, offers an online "ethics 
challenge" where employees can test their moral in- 
stincts on such delicate issues as "acceptance of 
business courtesies" and "the minister drops a 
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| HE Internet is a dangerous thing. Al- 
| low it into offices, and plenty of dis- 
| agreeable things may try to follow it. 
| Like pornography, for instance. One 
| large British company was aghast to dis- 
| cover not long ago that it had 18,000 
| pages of porn on its server. Companies 
| as diverse as Dow and Orange have 
| sacked employees for looking at 
| naughty pictures. The risks are serious— 
| and not just to the employee's moral 
| welfare. In the course of researching this 
| survey, your correspondent stayed with 
| a friend who was distraught to have 
| found one of his business partners 
downloading pom. “If a secretary comes 
| in and catches him, she could sue us for 
| sexual harassment," he wailed. “Апа we 
| have joint and several liability." 
Happily, new screening technology 
| from SurfControl, a company based in 
| Scotts Valley, California, now claims to 
| be able to discem from skin tones 
| whether a picture is naughty or not. This 
will be a relief to companies and their 
information-technology managers, who 


what, and grumble about the computer 
memory clogged with the unspeakable. 
But ogling is not the only dangerous 
activity the Internet encourages in the 
office. E-mail can also do plenty of dam- 
age. One obvious problem is 
the amount of time it gobbles 
up. Many companies try to 
limit that by blocking outgoing 
e-mails for several hours in the 
moming and aftemoon. Mi- 
chael Schrage, an academic at 
Mrr's Media Lab and author of 
a book called "Serious Play: 
How the World's Best Compa- 
nies Simulate to Innovate", 
wonders whether companies 
should give employees an e- 
mail budget, or at least dis- 
cover which 2096 of the staff 
send 80% of the e-mails. In 
some American companies, 
sending an e-mail with a 
smutty joke can get you fired. 
More dangerous than dirt, 
though, is anger. In a speech 
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Eisner, chairman of Walt Disney, argued 
that e-mail had served to increase the 
intensity of emotion within his com- 
pany and become the principal cause of 
workplace warfare. “With e-mail" he 
noted, “our impulse is not to file and 
save, but to click and send. Our errors: 
are often compounded by adding other 
recipients to the ‘cc’ list and, . 
even worse, the ‘bec’ list. I: 
have come to believe that, if 
anything will bring about the | 
downfall of а company: or 
maybe a country, it is blind. | 
copies of e-mails that should 
never have been sent.” | 
The blind copy, says Mr 
Schrage, is а "software sti 
letto: a way for someone to 
report a correspondence to: 
someone else without the. 
knowledge of the other writer. 
It offers the perfect way to |. 
shop a colleague. “If business 
ethics mean anything to a. | 
firm," he says, "it should 
surely disable the blind-copy | 
field." Corporate life might be 
less spicy, but fewer careers 
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hint". Such applications are a way to spread a com- 
mon approach throughout an organisation. 

But the Internet is also a way for bosses to tell 
staff where they want the business to go. For exam- 
ple, at Ford, which claims to have the world's largest 
intranet, 170,000 staff around the world are e-mailed 
a weekly "Let's chat" note from Jac Nasser, the chief 
executive. A purpose-built newsroom maintains a 
website upgraded several times a day, and available 
to Ford's employees around the world (in English 
only), as well as to those of its new acquisitions, such 
as Volvo. 

Not only does the Internet allow managers to 
talk to their staff; it lets them track whether the staff 
are at least pretending to listen. William Nuti, presi- 
dent of Europe, the Middle East and Africa for Cisco 
Systems, a high-tech giant, produces a monthly 
video to send to his staff, explaining where the busi- 
ness is going. What happens if the staff don't choose 
to watch? Well, the Internet allows you to track who 
opens an e-mail and when. “I know everyone who 
clicks on it, and those who throw it away, and I 
make phone calls to people, saying it's important 
you watch this." Unsurprisingly, Mr Nuti's viewing 
figures are high. 

But all this communication from on high can 
sometimes cause problems. sap, a German busi- 
ness-software giant, is another company with an 
elaborate communications system. It allows mate- 
rial to be broadcast on the car radios of workers on 
the road, for example. The company found that 
middle managers objected to the chairman e-mail- 
ing all employees. Their authority had rested partly 
on their role as a source of information, and without 
it they felt exposed. As so often with Internet-driven 
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changes, the implications of what appeared to be a 
simple, time-saving innovation turned out to be 
more complex and politically sensitive, 

That sensitivity becomes more acute as commu- 
nications become increasingly bottom-up as well as 
top-down, At Siemens, a large German company, 
Chittur Ramakrishnan, the chief information offi- 
cer, has noticed a "very significant number of e- 
mails to top management. The idea of going through 
a secretary to get an appointment has changed. Peo- 
ple can send e-mails to anyone and expect a re- 
sponse. It is very democratising.” 





Listen to us 


Leaving aside pep talks, companies find all sorts of 
mundane tasks can be done online with greater effi- 
ciency and less expense. As a result, “B2e”—busi- 
ness-to-employee—applications are flourishing. 
Tim Mead, chief marketing officer for Cambridge 
Technology Partners, a consultancy, thinks they 
may be the biggest growth area for Internet applica- 
tions over the next couple of years. They include 
many tasks involving staff matters; the creation of 
an internal job market; and training. These are dis- 
cussed in detail in the next section. It is one of the 
strengths of the Internet over previous, proprietary 
systems that it can be used to provide services to ev- 
eryone in acompany. 

Once material of direct interest to workers (say, 
their holiday entitlement) is available online, they 
grow used to logging on. Many companies reckon 
this is a quick way to help their people come to 
terms with changing business methods. That is why 
Ford and some other companies, such as American 
Airlines, are giving their employees computers to 
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Better ways to 
manage your staff 








use at home. Two-thirds of Ford’s employees are 


hourly workers, who will not be able to use them to 
do company work from home. But that is not the 
point. Ford is hoping to get all its people used to 
thinking online, and to have a direct way to reach 
them all with a consistent global message. 

Consistency becomes important as companies 
evolve their internal communications. Initially, ev- 
ery department tends to set up its own website, per- 
haps protected from the rest of the company by a 
password, and often designed to boost the depart- 
теп self-esteem. To end such anarchy, or simply 
to pull all internal information together, a growing 
number of companies now have a “corporate por- 
tal”: a centralised home page with links to various 
services, items of information and titbits to entice 
the staff to keep looking in. Click, and there is a map 
of each floor of the office; click again, and there are 
photographs and personal details about who sits 
where. Elsewhere on the page there may be links to 
the online services of the human-resources depart- 
ment, or the day’s news clippings, or a page allowing 
workers to fill in expenses claims, order office sup- 
plies or find telephone numbers. 

To persuade employees to look at the home page 
as often as possible, companies think up various in- 
ducements. Cisco Systems, keen to attract the atten- 
tion of its option-owning employees, plonks its 
share price centre-screen. Other companies post a 
list of employees with a birthday that week. Scient, 
an Internet consulting firm in San Francisco, has an 
area called "Do you want to scream at anyone?", for 
employees to complain about colleagues who send 
excessive e-mails. The site shows the daily winner in 
categories such as "Take a chill pill." 

The good thing about such pages is that they are 
accessible not only to employees in head office, but 
also to people in distant subsidiaries, on the road or 
at home (though this can cause culture clashes: 
Scient's British staff are bemused by its "stream of e- 
consciousness" site). Increasingly, employees can 


should be judged by results. 


personalise their page, so that if they аге working in 


the marketing department they do not receive a del- 
uge of news clippings on camshaft design. Compa- 
nies with lots of old "legacy" computer systems can 
use the home page as the entrance to a network de- 
signed to pull all the old systems together. 

In time, these in-house portals may become im- 
portant sources of revenue for many companies. 
Some already sell their own products to their em- 
ployees online. Ford has a scheme to allow the 
friends or family of an employee to buy a company 
vehicle at a discount. The employee enters his so- 
cial-security number, name and address on a web- 
site and receives a personal identification number 
which he can e-mail to his friend. That allows the 
friend to pick up the vehicle from a dealer. Rival car 
companies have similar schemes offline that in- 
volve lengthy form-filling. 

Next, there is the prospect of turning the cor- 
porate workforce into a marketplace. It is an adver- 
tiser's dream: a stable group of people with regular 
pay and a known employer. Why not, for instance, 
offer a link from the page that informs an employee 
of her holiday entitlements to a travel company 
with which the company already does corporate 
business, and which will offer discounts on leisure 
travel? Why not charge local restaurants for the oc- 
casional advertisement? 

Indeed, this is already starting to happen. For in- 
stance, Exult, a consultancy to which вр subcon- 
tracts much of its human-resources work, is dis- 
cussing just such a proposition with companies 
offering financial services. But how will businesses 
feel about encouraging their staff to hunt for a home 
loan when they should be finishing a presentation? 
Alan Little, Exult’s head of global client relation- 
ships, replies robustly that, if employees can work 
from home at the weekend on their company lap- 
top, then surely they should be allowed to book 
their holidays from the office on a weekday. They 





HEN companies are learning to eliminate pa- 
perwork and speed up processes online, they 
often begin in their own backyard. They notice that 
many of the jobs that keep their human-resources 
people busy can be better done electronically. They 
discover ways to handle employee expense claims 
online. They create an internal electronic job market. 
And they put training online to keep dispersed and 
busy employees in touch with constant innovation. 
Most of this is relatively easy to do because it is, 
on the whole, unthreatening. It may cut out some HR 
jobs, but it does not alter the main business. On the 
other hand, it helps to teach companies and their 
employees about applying the Internet. Techniques 
honed in the нк department can be readily trans- 
ferred to the customer-services department, and 
filling in expenses claims online is a lesson in elec- 
tronic procurement. 

HR departments used to spend much of their 
time answering questions from employees. The 
move towards "cafeteria" benefits—a choice of va- 
rious permutations of pension, health plan, holi- 


days апа pay—brings lots of calls from workers ask- 
ing: “What happens if I...” Such questions are often 
more easily answered by a computer than a human 
being. This has encouraged companies to put their 
employees’ details on a website, protected by a 
password, and allow their staff to update their per- 
sonal information or, in refined versions, to experi- 
ment with different combinations. The results can 
be dramatic. Even when staff could use the нк web- 
site only to update their records, Ford found that 
calls to the central help desk fell by 80%. 

Once they realise how much of нк can be 
shifted online, some companies start to think about 
passing the chores on to someone else. Bp, an acquis- 
itive oil company that is digesting Amoco, Arco and 
Burmah Castrol, agreed in December last year to 
outsource much of its HR work to Exult, a start-up 
that has recently negotiated a second deal with Un- 
isys, a computer giant. Exult is building a network 
that will give вр” staff in more than 40 countries in- 
formation on all sorts of HR issues. It will alert a 
manager when staff turnover in his unit passes a 
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certain level, for instance, or allow him to see how 
various permutations of pay for his staff will affect 
his budget. It will tell a worker how much holiday 
entitlement he has left, and whether he could roll 
some over to next year. Or it will allow an expatriate 
employee to look at terms and conditions for his 
next foreign posting. 

One effect of handing over this project to Exult 
has been to draw sr’s attention to the hundreds of 
different pay scales, holiday policies and benefit ar- 
rangements that have sprung up throughout the 
business. Deciding whether and where to introduce 
coherence is a job for BP's own management, not for 
Exult. But Exult's Mr Little argues that, although 20% 
of local variations may be justified, 80% are not. Re- 
ducing unnecessary diversity brings all sorts of 
benefits: pay scales become easier to explain and 
faster to alter. Once again, the impact of the Internet 
is to encourage simplicity and centralisation. 

Expenses claims, too, can switch to self-service. 
Oracle’s Mr Henley has got rid of a quarter of the 
people in his accounts-payable department who 
were doing nothing but filling in data from expenses 
forms. To get employees to submit their expenses 
claims electronically, the company simply e-mailed 
everyone to inform them that claims on paper 
would no longer be paid. There are few better incen- 
tives for even the most Luddite employee to learn to 
use a new technology. 

Cisco Systems went through a similar process. 
Sue Bostrom, in charge of Internet business solutions 
for the company, says it was costing $50 a time to 
process a claim. That figure has come down to be- 
tween $2 and $7. When she retums from a trip, she 
simply pulls up the record of her company's Ameri- 
can Express account, fills in what each payment was 
for, clicks and submits. She gets paid much more 
quickly. But there is also, she points out, a further 
benefit. Cisco has an application called Metro that 


THE ECONOMIST NOVEMBER ПТН 2000 


E-MANAGEMENT SURVEY 1 


compares an employee’s spending with the cor- 
porate average. If employees typically spend $250 
on a night in a New Jersey hatel, but this one 
chooses to spend $350, the system will automati- 
cally flag it up and ask him to fill in an explanation. 
A couple of auditors review all flagged claims; if 
they disagree with an employee’s explanation, they 
e-mail him and his manager. That not only educates 
employees about what they are expected to spend, 
but also makes it easy for managers to check out-of- 
line claims. 


Picking winners 

Most companies’ top priority is to find the best peo- 
ple for a job, and then to keep their knowledge and 
skills bang up to date. Hence the enormous impor- 
tance attached to recruitment and training. 

Once you have details of employees’ work ex- 
perience on a database, you have a more efficient in- 
ternal talent market and a faster way to recruit a 
team to work on a particular project. A manager, us- 
ing a special password, can examine a potential re- 
cruit's work experience, past assignments and will- 
ingness to move home, together with the latest job 
review. Armed with such information, a manager 
can search the database for a particular set of skills, a 
job that would once have needed help from the нк 
department. The result should be a better internal 
job market. 

There are, of course, some snags. Employees 
may not much like the idea that managers in other 
departments can sneak a look at their latest job re- 
view without their consent. If a company puts up 
employees' photographs, it may find itself dealing 
with a discrimination case if a blazk face is screened 
out of a suitable job online (the technology will re- 
veal whose records were considered). Most impor- 
tant, though, a database will probably not be able to 
answer the recruiter's biggest question: is this person 
any good? At sap, for instance, Thomas Neumann, 
director of human resources, admits that his vast 
database of 22,000 people in 5o countries works 
“better for skills than for competencies". But the 
managers that use it still claim it saves them time. It 
may be a coarse sieve, but for the harassed manager 
it may well be better than waiting for a telephone 
call from the нк department. 

Recruiting from outside also becomes faster if a 
curriculum vitae can be sent in electronically: 71% of 
the Fortune 500 companies now accept applications 
on their corporate web sites, according to a survey 
by recruitsoft.com. That allows them to be circu- 
lated around departments the same way. Faced 
with a mammoth skills shortage, some companies 
have found cunning ways to use the Internet as a 
lure. Siemens, which now gets 60% of its job applica- 
tions online, was struggling to find clever young en- 
gineers as the number graduating from Germany's 
crack universities was declining rapidly. So, with the 
help of psychologists, the company designed an on- 
line dame that would test for the skills it most 
needed, such as an ability to work in a team. The 
company ran the game on its website for six weeks, 
expecting perhaps 2,000 people to play. In fact, says 
Peter Pribilla, a member of Siemens's corporate ex- 
ecutive committee, 10,000 did, many of whom were 
young engineers. The company interviewed those 
with the highest scores. Perhaps partly as a result, 
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three independent surveys of engineering graduates 
in the past year have rated Siemens the best com- 
pany in Germany to work for. 

Once good people are on board, the next chal- 
lenge is to train them and to keep their knowledge 
up to date. Training is the main way in which com- 
panies invest in their people, and good training is 
clearly one of the main ways in which companies 
can create value for shareholders. But it is not easy 
when your staff are constantly on the road. And 
thatis by no means the only problem that corporate 
training programmes face. Most people end up doz- 
ing through much of any training course, because ei- 
ther it tells them what they already know, or it tries 
to convey something so complicated that an hour's 
class is not long enough. 

For years, companies have dabbled with using 
computers instead of teachers. The results have gen- 
erally been dire. Online training programmes are of- 
ten little better. But some companies now think that 
they have begun to crack the problems of teaching 
their staff electronically. At sar, for example, Rainer 
Zinow, head of knowledge management, says that 
his web training programme is the most expensive 
one he designs, needing between 100 and 200 hours 
of production time to produce a single hour of ma- 
terial. The important thing, he says, is to realise that 
"my classroom is a room in a medium-sized hotel in 
Connecticut,” with a dial-up connection and a con- 
sultant who will pay attention for at most an hour 
between 6pm and 7pm. So to work well, an online 
training programme has to be broken into small bits, 


` be able to grade skill levels carefully, and be de- 


signed to cope with irregular sessions. 

Any training programme needs to test how well 
employees do before and after. At Dell Computer, 
John Coné, the company’s head of learning, mea- 
sures "initial ramp time": how long it takes a newly 
hired salesman to achieve his full sales quota. Dell 
used to pack new employees off to boot camp for 
three weeks to be taught about systems and proces- 
sors, rules and regulations on selling, and the finer 
points of Dell's product lines. But that was wasteful: 
some recruits knew most of it already, others knew 
nothing. Now the company first tests what people 
know and then offers part of their training online. It 
has cut a week off boot camp and two weeks off the 
normal ramp time. 

Managers, too, receive some online training, for 
example on coaching. An optional one-day old- 
fashioned class is available at the end of the course, 
but Mr Coné says that only a small minority signs 
up for it. "The only thing we can't do asynchro- 
nously online", he says, "is to have an individual at- 
tempt to display a learned behaviour, and get im- 
mediate feedback based on judgment.” Dell now 
delivers roughly 60% of all formal learning online, 
and hopes to raise that proportion to 90% within 
two to three years. The main thing to remember, he 
says, is that online learning is like the microwave 
oven: it is not a complete replacement for the tradi- 
tional model, but it does some things better. 

Selected, rewarded and trained: the next stage is 
for employees to learn to work together. 

s ж 





OMPANIES these days bang on а lot about 

knowledge management. But what, exactly, 
does it mean? Some interpret it as training, others as 
managing an online database. One of the better de- 
finitions comes from the Yankee Group, an Ameri- 
can consultancy: knowledge management involves 
efficiently connecting those who know with those 
who need to know, and converting personal knowl- 
edge into organisational knowledge. People are 
wonderful receptacles of valuable ideas and in- 
formation, but they tend to move on, taking their 
knowledge with them. The challenge for companies 
is to find ways to extract and share the stuff. 

That is what many of the most interesting new 
Internet applications are intended to do. “Collabo- 
ration" is a powerful word in Silicon Valley. Compa- 
nies need their workers to share ideas more than 
ever before, for a variety of reasons. One is the need 
for incessant innovation and refinement of new 
products and processes. That requires an endless 
stream of new ideas. Another is that, just as workers 
in an old-economy factory work together physically 
to büild a machine, so workers in an office need to 
communicate and co-operate to build a service. 

But sharing has grown harder, partly because 
workers on the same project may be separated by 
long distances and time zones. The stimulating chat 
around. the coffee machine, source of bright ideas 
and quick fixes, gives way to the international tele- 
phone call or e-mail interchange. In addition, the 
employees who collaborate to produce a given ser- 


vice may work for different companies. As tasks be- 
come fragmented among different firms, good 
collaboration tools become essential. 

Daily sharing of information goes on in most 
businesses, of course, and in geographically dis- 
persed companies some of this has been long- 
distance for many years. Designers at some compa- 
nies have been based in different time zones and 
passed work to each other round the clock. But until 
recently they have used proprietary networks. The 
Internet makes such round-the-clock sharing avail- 
able to everybody in a company, or all the people 
working together on a particular project. It thus en- 
hances global team-building, and encourages the 
emergence within companies of horizontal com- 
munities, bound together by a common function or 
interest. These communities can now easily float 
ideas with each other, or gossip, or discuss best prac- 
tice—around the clock and around the globe. 

Managing collaboration requires special skills: 
less emphasis on individual achievement, more on 
teamwork. Moreover, just as companies can leam 
lessons from developing online нк services for their 
own staff that can be applied to running online sup- 
port for their customers, so the lessons they learn 
from collaborating within the organisation can be 
applied to collaboration with other companies. A 
company that cannot persuade its own staff to work 
together smoothly and efficiently is unlikely to do 
better with its suppliers. 

Collaboration also requires appropriate pay 
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structures, designed to reward teamworkers rather 
than lone rangers. But the motives that persuade 
people to work together are not exclusively finan- 
cial. One of the most interesting and inspiring mod- 
els of collaboration, according to Alan MacCormack 
of Harvard Business School, is the development of 
open-source software such as Linux, on which 
thousands of people around the world who have 
never met work together—unpaid. The model re- 
quires a workable kernel (in this case, the initial 
10,000 lines of code written by Linus Torvalds) to 
which people can easily add; a modular design, so 
that different people need to understand only the 
part they choose to work on; and a small team at the 
top to set broad guidelines and select the best ideas. 
The most powerful development, says Mr MacCor- 
mack, is that by users. Their reward is global recog- 
nition—"because software code is a universal lan- 
guage, if I make a good patch, the world 
knows"—and the satisfaction of seeing their ideas 
discussed (often on slashdot.org, a website boasting 
of “news for nerds”) and adopted. 

Could companies inspire the sort of altruism 
that has gone into developing open-source soft- 
ware? In some other ways, Mr MacCormack points 
out, corporate innovation increasingly resembles Li- 
nux code-writing. The teams that work on it are of- 
ten geographically dispersed. And design is increas- 
ingly modular rather than sequential: people no 
longer design the engine and then pass it on to a sec- 
ond group to produce the casing, which discovers 
problems with the engine design just as the first 
team has moved on to its next project. Besides, inno- 
vation is increasingly delivered not by a single com- 
pany's research-and-development department, but 
by a network of companies, each working on a dif- 
ferent part of the project. 

However, unlike Mr Torvalds, companies need 
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to rely on their employees’ ideas for making their 
money. Biotechnology companies long ago found 
ways to give staff a share of the rewards for their re- 
search. Now even 1pm has a scheme to make sure 
that good ideas bring more than a pat on the back. 
Developing a patent wins a financial reward; so 
does authorship of a certain number of articles; and 
consultants get bonuses for creating and sharing 
good ideas. The company is also working on a way 
to encourage people to put their ideas into its 
knowledge database, by rewarding those who 
create material that is frequently used, as well as 
those who review or grade the stored ideas in par- 
ticularly helpful ways. The aim, says Scott Smith, 
who helps to run the knowledge side of 13m Global 
Services, will be to create a “self-rewarding content- 
grading system", a bit like Amazon.com's way of 
persuading customers to review the books they buy. 


Divided but united 

Much of the everyday collaboration that goes on in 
companies is far more humdrum stuff. But when 
people are scattered, or working for several different 
employers, simply co-ordinating their joint efforts 
can be immensely time-consuming. Keeping track 
of who has done what is essential, though, if only to 
avoid legal wrangles when things go wrong. 

All sorts of new collaboration tools now allow 
people to work together on a single project. For ex- 
ample, they may set up a shared website on which 
any of them can post or update material. That does 
away with the cumbersome business of sending e- 
mail attachments back and forth, especially irritat- 
ing for people working with a laptop in a hotel bed- 
room. GE Capital, for instance, has something called 
a Quickplace on which a group of staff members 
working together can store all the documents, plans, 
correspondence and other details to do with a pro- 
ject. Ford uses a similar collaboration technology to 
handle due diligence when it acquires a company. 
The system was developed when teams in Sweden, 
Britain and America collaborated over the acqui- 
sition of Volvo; after that, it was used in the pur- 
chase of Land Rover. Staff can use instant messaging 
for quickly checking particular points. The advan- 
tage of such “e-rooms”, says Віріп Patel, head of 
management systems at Ford, is that they are asyn- 
chronous (meaning that people can use them when 
it suits them); they are always up to date; and they 
do not use much manpower. 

Such tools are now being developed further by 
companies such as Firedrop, a Californian start-up 
that has devised something it calls a “zaplet”. This 
arrives in your mailbox like an ordinary e-mail, but 
when you open it, the zaplet becomes a window on 
to a server, or central computer. The information 
you see, therefore, is whatever is now held on the 
server, so you always get the most up-to-date ver- 
sion. The zaplet may also allow you to use an appli- 
cation that sits on the server: a spreadsheet, perhaps, 
or à way of managing a customer database. 

Alan Baratz, Firedrop's chief executive, arrived 
in July to find the company concentrating on con- 
sumer services. He saw a way of turning it into a tool 
that managers could use in, say, recruitment. At 
present, piles of applications pour daily into the re- 
cruiting department, which sorts them and sends 
the best to managers, who indicate the candidates 
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OR companies to make full use of the 
Internet's potential, they need to be 
able to receive information arriving elec- 
tronically from a customer or supplier, 
and pass it through their own systems 
without having to print it out and man- 
ually transcribe data, or change the for- 
mat. This is what Electronic Data Inter- 
change (крт) tries, clumsily, to do. Until 
recently it has not been possible with 
information that arrives on the Internet. 
To understand why, look at the 
"page source" on your web browser. 
There you will see how Hypertext Mark- 
up Language (HTM) tells your computer 
how to display a page of material you 
have found on the Intemet. Enclosed 
between angular pairs of brackets, you 
will see words such as <HEAD> or <FONT 
SIZE». These are called "tags". What you 
will not see are any tags that tell you 
whether you are looking at an invoice, 
or a set of medical records, or instruc- 
tions for installing a condenser. The ab- 
sence of such information helps to ex- 
plain why, when you search for 
something on the Internet, you receive 
vast amounts of irrelevant junk. Search 
engines cannot tell, from the tags on 
web pages, whether they have found a 
page on books by Charles Dickens or 
books about Charles Dickens. 





Do you speak invoicing? 


In the past two years, companies 
have begun to use a new language to de- 
scribe web pages, called Extensible 
Markup Language or xml. It inserts 
many of the same standard tags as HTML 
(such as р for paragraph and imc for im- 
age), but it also allows people who 
create web pages to add more tags of 
their own. These, unlike the tags that 
HTML uses, need not be confined to a 
few dozen standard words. They can, 
for instance, say that the page provides 
information on a book's authorship 
rather than title; or that it is a purchase 
order; or that it is in Chinese. 

But, if the creator of the web page 
has invented these tags, how will your 
browser know what they mean? The 
answer is that the top of the page will 
carry all the information your browser 
needs to understand the rules that the 
originator of the page has drawn up. It is 
as though each page was a board game 
which arrived with a set of rules telling 
you exactly how to play it. To be com- 
prehensible to your browser, the rules 
must be set out in a standard way. хмі. 
is that standard. 

Because xML describes the content 
of a web page in terms of the type of 
data it contains, rather than the way the 
data should look, it helps groups of like- 








minded people to share information. 
They simply need to agree on a set of 
tags that meet their particular needs. So 
a consortium of fishing fleets might 
agree on a standard way to describe in- 
formation about fish catches—the num- 
ber landed, the species, the average size. 
They could use their own xm tags to 
store this information. A search engine 
could then look for data types rather 
than just words: for all the fleets that 
landed cod of a certain size on a certain 
date, for instance, rather than just any 
website containing the word "cod". 

Like HTML, XML is an open standard: 
anybody can use it without paying a li- 
cence fee. It was developed by a working 
group from w3c, the World Wide Web 
Consortium, a standard-setting body. 
By next year, forecasts Gartner Group, a 
research firm, it will be used for 7096 of 
electronic transactions between busi- 
nesses. 

However, individual industries and 
other groups still need to agree on the set 
of tags that their particular trade will 
use. Otherwise, some fishing fleets might 
store data on catches with a tag called 
«size» while others might use «weight» 
instead. These subsidiary standards, 
crucial for commercial interaction, are 
being agreed on in various ways. Some 
will emerge from standard-setting bo- 
dies such as RosettaNet, a not-for-profit 
consortium that mainly works with 
companies in the electronics industry. 
Some will be commercial versions, hop- 
ing to drive out rivals and achieve su- 
premacy. Microsoft has an initiative 
called BizTalk which aims to create 
common ground. Some of these new 
standards may be proprietary, although 
most will probably be open. Agreeing on 
them will often be a tortuous and acri- 
monious process. However, once these 
standards emerge, хмі will become the 
core of electronic commerce. 
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they want to see. The department then telephones 
the applicants and goes backward and forward try- 
ing to find a suitable date for an interview. Fire- 
drop's device, Mr Baratz says, allows the recruiting 
department to e-mail hiring managers just once. 
Then they can all look at the same application and 
write in comments, or compare notes on which time 
slots are free for an interview. With luck, zaplets 
should be commercially available next spring. 

Lots of consultants and technology companies 
now hope to teach firms to collaborate better. At 
Peoplesoft, which has made it a speciality, Baer Tier- 
kel, who is in charge of worldwide marketing and 
strategy, argues that effective tools must be based on 
the Internet: its open standards make it much easier 
for everybody to work with everybody else. Such 
intercommunication becomes easier with XML, or 
Extensible Markup Language (see box). 


In future, Mr Tierkel thinks, software tools will 
increasingly allow the sort of information normally 
available only in corporate back offices to be readily 
accessible to people in the field: "A customer- 
services manager might get an alert to say that, given 
the level of orders coming in, she was going to need 
more staff; or a salesman might be able to find out, 
as he was walking into a customer's office, whether 
that customer was happy with the relationship so 
far." New tools will also increasingly turn a com- 
pany's customers and suppliers into one large 
collaborative network. 

For the moment, dream on. Most companies are 
still discovering how to do online procurement, and 
how to deal electronically with their customers. 
Both often turn out to be harder that the enthusiasts 
would have you believe. 

IRIS 
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| А OLD-ECONOMY companies go, few аге in 
| more robustly physical businesses than United 
| Technologies, owners of a cluster of firms such as 
| Pratt & Whitney (aero-engines), Otis (lifts) and Si- 
| korsky (helicopters). Yet few enthusiasts for the 
| transforming power of the Internet rival Kent Brit- 
tan, who heads supply management. The reason: 
utc is one of the world's largest online purchasers. 
The idea that anybody in supply management 
should be enthusiastic about anything would once 
have seemed a contradiction in terms. Buying de- 
partments have long been one of corporate life's 
dead ends, full of people chasing up invoices and 
trying to work out how many widgets the company 
bought last year. No longer. These days, the folk 
who manage purchasing are the shock troops of the 
business-to-business business, and those far- 
sighted enough to have gained an мва in supply 
management from the state universities of Arizona 
and Michigan, the only two places that award them, 
are on an Otis ride to the top. Mr Brittan even has his 
own human-resources staff, to augment the “lega- 
cy" employees of urc's purchasing department 
with people who know their xmi from their EDI. 
Mr Brittan's purchasing people 
can deliver something that not many 
managers struggling to introduce the 
Internet into established firms can 
hope to achieve: real and speedy 
savings. To do so, though, they need 
to persuade this traditionally de- 
centralised group to accept a high 
degree of central discipline. That 
means finding ways to make the In- 
ternet understandable and interest- 
ing to the multitude of employees 
| whothink of it mainly as something 
to play with at home. So the pur- 
| chasing department has built its 
| own elaborate website, with news 
articles, employee profiles, a glos- 
| sary of financial and engineering 
| terms, and information on corporate 





| training courses. Advertisements in 
| the company’s lifts and corridors tell 
| people to click on this corporate por- 
| tal—which also offers a gateway to 
| electronic purchasing. 
| Corporate buying online seems at first glance а 
i logical development, on a far larger scale, of Internet 
| purchases by consumers. In fact, consumer buying 
| ismainly online catalogue shopping, with a few ad- 
| vantages such as round-the-clock ordering and 
| more flexible pricing. But much industrial purchas- 
| ing is far more complex. For instance, many pro- 
| ducts are made to detailed specification, not bought 
off the peg; they are purchased by teams, not indi- 
| viduals, so that the decision to go ahead occurs at a 
| different time and place from the actual transaction; 
| and they are generally bought under long-term con- 
, tracts, specifying all sorts of quality, price and de- 
| livery characteristics. These complexities, explains 
| Sam Kinney, one of the founders of FreeMarkets, a 
| Pittsburgh company that runs electronic market- 
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New life in the buying department 


places, in a paper of exemplary clarity* written ear- 
lier this year, "eliminate the possibility that simple 
82€ business models could be successfully applied 
to business purchases". 

Mr Brittan's task is thus a complicated one. But it 
is made a little simpler by the fact that purchasing 
falls into two rough-and-ready categories: direct 
materials that go into end-products (such as parts or 
chemical feedstocks), and indirect materials, which 
may be anything from carpets to lubricants to hotel 
accommodation for travelling staff. The arrival of 
the Internet changes both kinds of buying, but 
many of the quickest hits are in the second category. 
In many large companies the first kind of purchas- 
ing has been online for years, although the systems 
have been proprietary, inflexible and expensive. 
The second has floated free. Buying the paper for the 
ladies' loo can sometimes be done on the say-so of 
the local building manager, and sometimes needs a 
sign-off from the buying department. 

One way, it tends to be extravagant and hard to 
track; the other, expensive to manage and infuriat- 
ingly slow. When the local manager places the or- 
der, a bid company may use hundreds of suppliers; 

"rogue" purchases proliferate; 

and company purchasing policy 

becomes impossible to enforce. 
Nobody can track how many 
pencils are being bought each 
year, or where, or at what price, or 
whether a rise in the pencils bud- 
get is the result of a rise in pencil 
prices or in demand for pencils. 
When the buying department does 
the ordering, the company spends 
money on squads of bored clerical 
staff that might be better spent on a 
few of those Arizona State MBAS. 

All too often, the business of 
purchasing costs more than the 
items bought. When companies 
pause to look at these systems, they 
are aghast: sap, for instance, realised 
that purchases had to go through four 
levels of approval; vrc found that it 
was handling 200,000 invoices for 
12,500 different items of office supplies. 

"Maintenance, repair and operation 
typically account for 20% of a cornpany’s purchases 
but 80% of its orders,” says Patrick Forth, managing 
director of Formation, a spin-off of the Boston Con- 
sulting Group. "The cost of a purchase order is typi- 
cally $100. E-procuring costs $10.” 

One of the fastest ways to save money, there- 
fore, is to use the Internet to try to bring indirect pur- 
chases under control. That means, first, putting 
somebody in charge of the task. Next, it involves ne- 
gotiating centrally with suppliers drawing up a sin- 
gle catalogue; and insisting that staff either buy from 
it or explain why they want something different. 
Even if a company does no more than that, it makes 


* "An Overview of B2B and Purchasing Technology: Response to Call 
for Submissions", Federal Trade Commission. 
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savings: “If you don't get at least 10% out,” says Mr 


Brittan, “something’s wrong,” If you cut the number 
of suppliers, you not only get bulk discounts; you 
save your buyers’ travelling time, and you probably 
save money and space tied up in unwanted stock. 

Some companies find that the largest savings 
come from curbing those rogue purchases. At IBM, 
purchases made outside the procurement system 
accounted for 30% of the total in 1995. The figure is 
now down to 0.6% of total purchases of more than 
$45 billion a year. Because expenses claims are on- 
line, it is easier to check who steps out of line. If staff 
are to accept such discipline, they need a system 
that is very easy to use and very quick. 18m cut the 
purchase process from 30 days to one, renegotiating 
the contract with Staples, a large office-supplies 
company, to speed up delivery. 

In time, many other benefits emerge. For exam- 
ple, there may be savings in buying legal or accoun- 
tancy services. This will be harder than reorganising 
the purchase of paper for the photocopier, because 
professional services are difficult to specify. Yet even 
this may turn out to be possible. sar, for instance, is 
trying to define different levels of consultant, be- 
cause consultancy services are its largest single pur- 
chase. If it can do so, the company will be able to 
start managing its consultancy purchases in the 
same way as it now manages purchases of PCs. 

Moreover, quite apart from the gains that come 
from aggregation and control, there may be savings 
in the transaction costs of placing orders, especially 
if the Internet can link the buyer's computer system 
directly to the vendor's. Until the middle of last year, 
sAP's offices bought locally. Now, employees log on 
to a standard catalogue, click on an item and fill in 
an online purchase order. This is sent electronically 
to a specific vendor, with whom a price has already 
been agreed. The system confirms the delivery date 
and issues the credit note, closing the whole deal 
under a set of predetermined terms and conditions. 
The enormous saving in staff that such automation 


makes possible has allowed sa» to cut internal pur- 
chasing costs by around 80%. 

Such standard catalogues are one of the more 
important innovations that the Internet has made 
possible. its low-cost, flexible technology allows 
them to be used by everyone in a company who has 
access to a browser, and to carry illustrations or even 
videos to show how a particular part fits or a tool is 
used. Even small companies can afford them. They 
will transform the management of indirect pur- 
chases and become one of the most reliable sources 
of corporate cost savings. 


Direct hits 


Some savings also turn out to be possible in compa- 
nies' purchases of direct materials. But these have 
always tended to be handled differently. No local 
manager nips out for a rogue purchase of a few 
thousand motherboards. Instead, expensive soft- 
ware programs called Materials Requirements Plan- 
ning track the materials and components that a 
manufacturer needs in the production process and 
calculates what replenishment is needed on the ba- 
sis of production orders from the sales department. 

However, such programs are no use when a 
company designs a product from scratch, hunts for 
suitable components and suppliers, specifies parts 
and negotiates prices. Nor can they easily be con- 
nected to the programs of other companies, to allow 
a supplier to understand what is happening in a 
buyer's plant. The Internet and its associated tech- 
nologies make both these things possible. 

The answer here is not a standard catalogue. 
Most companies buy custom-built parts and com- 
ponents from suppliers with whom they have 
worked on design specifications and entered into 
long-term contracts. Instead, Internet-based soft- 
ware makes collaboration easier, both within and 
among firms. That, as the next section demonstrates, 
turns out to be useful at almost every stage along the 
supply chain. 


Trying to connect you 


VERY day Cisco Systems, acme of the new- 

economy corporate model, posts its require- 
ments for components on an extranet, a dedicated 
Internet-based network that connects the company 
to 32 manufacturing plants. Cisco does not own 
these plants, but they have gone through a lengthy 
process of certification to ensure that they meet the 
company’s quality-control and other standards. 
Within hours, these suppliers respond with a price, 
à delivery time, and a record of their recent perfor- 
mance on reliability and product quality. 

This process, says Cisco's Mr Nuti, has replaced 
a room full of 50 agents, who would pull together 
much the same informatión with the help of tele- 
phones and faxes. The operation generally took 
three to four days. Now, says Mr Nuti triumphantly, 
"those 50 people are redeployed into managing the 
quality of components.” 

Three aspects of Cisco’s supply system are par- 
ticularly significant. One is the use of a form of elec- 
tronic market to set prices. Online marketplaces of 
various sorts have proliferated in the past year. One 


is the exchange of information between buyers and 
sellers. The Internet's ability inexpensively to in- 
crease this flow is altering the whole nature of the 
supply chain. The third is the extent to which Cisco 
outsources activities that other companies do in- 
house. That, again, is made easier by the Internet. 

Most companies have moved nothing like as far 
as Cisco. But they are beginning to realise the essen- 
tial steps they need to take. These involve both wid- 
ening the potential pool of suppliers for any given 
contract, and deepening the relationship with the 
supplier that eventually wins it. 

The obvious way to widen the pool of suppliers 
is to participate in an online auction of some kind. 
Many companies are beginning to put contracts for 
supplies out to tender online: indeed, ce has done so 
for several years, though on a proprietary network. 
By the end of this year, more than 10% of what the 
company buys will be “e-auctioned”, using the In- 
ternet as a trading floor. Ge thinks that eventually 
70% of its supplies can be bought this. way. 

One result has been to widen the geographical 
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range of suppliers, says Mr Rei- 
ner. For example, the company 
has developed new capacity to 
ship supplies from Shanghai, in 
response to a big rise in bids 
from Chinese manufacturers. 
Over time, electronic tendering 
seems bound to push up the 
proportion of their supplies 
that rich-world companies buy 
abroad, and especially in the 
developing world. That has im- 
portant implications. For a 
start, buying abroad will help 
to push down prices. “Instead 
of importing inflation, you im- 
port deflation,” says GE Capi- 
tal's Mr Alexander. Moreover, a 
labour shortage at national 
level is no longer a problem: 
“Labour is more fungible than 
ever before.” But casting the net 
more widely will also increase the need for verifica- 
tion services, of the sort provided by scs, a 120-year- 
old Swiss firm that has 6096 of the world market for 
managing trade risk. It has recently launched an on- 
line division to protect the interests of buyers and 
sellers who may never meet. 

On the whole, ce has preferred to build its own 
electronic exchanges rather than use those run by 
others. However, lots of experiments in online auc- 
tions are taking place. As it happens, auction theory 
has become one of the most fashionable branches 
of economics, and plenty of academics dream up 
(and sometimes set up) ingenious auctioneering en- 
terprises of their own. For example, Barry Nalebuff, 
of Yale University, has launched a company called 
splitthedifference.com. Buyers and sellers of a given 
commodity set out their reserve prices; the software 
then works out the mix of buyers and sellers that de- 
livers the greatest value, and splits the surplus 
evenly between both sides. 

Such ingenious schemes work for standard 
commodities that can be readily specified. Compa- 
nies now often put out to tender (in essence, a re- 
verse auction) such basics as the printing of their an- 
nual report or their stationery needs. As a result of 
one such auction, GE Capital switched the publica- 
tion of its annual report from the United States to 
Indonesia earlier this year. 

But most purchases of direct materials are not of 
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that sort. Even. where they 
are, the bidding process is of- 
ten preceded by a couple of 
arduous months of "prequal- 
ification", where company 
and would-be suppliers nail 
down every variable except 
price: quality, size, timing, 
ability to deliver, and so on. 


This rigorous discipline 
brings benefits in its own 
right. 


Most companies, more- 
over, have long-established 
relations with their main 
suppliers. Are they right to 
toss them aside in an auc- 
tion? Das Narayandas of Har- 
vard Business School has 
studied five suppliers whose 





























customers went to FreeMar- 
kets, the grand-daddy of 
electronic business-to-business auction houses, and 
put the work out to tender. Four of the five custom- 
ers, he will report in a forthcoming article, “were 
back knocking on their [old] suppliers’ doors three 
months later.’ The new suppliers had underesti- 
mated, and failed to match, the huge value of cus- 
tomisation in the contract. 

At FreeMarkets, the founders agree that such 
things happen. But, says Glen Meakem, the best 
auctions do something rather different. They pro- 
vide the foundation for long-term relationships. In 
his paper, Mr Kinney adds that “Buyers typically use 
the auction to determine with whom to establish 
the market relationship, based on excellent price 
discovery. But, once the auction is over, production 
parts are approved and tooling is installed, the 
working relationship can run for years.” That “price 
discovery” is not to be sniffed at: at FreeMarkets’ 
auctions over the past five years, says Mr Meakem, 
buyers have ended up paying on average 15-16% less 
than the previous purchase price. 


What am I bid? 


Given the frenzy to set up electronic marketplaces, a 
bit of scepticism is in order. The experience of finan- 
cial markets strongly suggests that many of the 700 
or so e-markets will soon be wiped out or merge, as 
happened with the multiplicity of regional stock ex- 
changes in the early 20th century. However, 
whereas some electronic markets will be too puny to 
live, others have such powerful parents that they 
worry competition regulators. Covisint, set up (and 
spun off) by four of the world’s biggest car compa- 
nies, was initially stalled on competition grounds. 
In fact, many of these marketplaces were estab- 
lished to provide a common trading standard, so 
that buyers and vendors can easily exchange in- 
formation electronically. “It is г convenience for 
suppliers not to have to build 20 interfaces," says 
Ron Wohl, head of applications development for 
Oracle. The bold vision of some trading platforms is 
to assemble an entire industry, not into a supply 
chain, but into a network or—to use the most fash- 
ionable word in e-business, an “eco-system”. For 
that, common standards are the essential first step. 
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VERY quarter, Cisco Systems hosts about 1,000 

meetings with the top brass of companies 
around the world. “It used to be the technicians,” 
says the company's Mr Daichendt. "Now it's usually 
the ceo.” At the height of the Firestone crisis, Jac 
Nasser brought along the entire board of Ford. The 
same thing happens at Dell Computer. A procession 
of chief executives make the pilgrimage to Austin, 
Texas, to learn how to “Dell” their company. 

They want to understand how the Internet can 
transform the management of their supply chain. 
The main thing they learn is the importance of shar- 
ing information. Suppliers benefit greatly when they 
can see their customers’ production schedules and 
sales data, because they can then plan ahead for the 
volume and timing of orders. They can react at once, 
rather than waiting for news to trickle down. Some- 
thing of the sort was possible before the Internet 
came along, but only if both supplier and buyer had 
installed expensive proprietary technology. The In- 
ternet (along with its associated applications) allows 
such communications to take place among many 
buyers and suppliers, big and small. It also makes 
information available simultaneously all the way 
along the supply chain. Once this happens (and it is 
only just starting), it becomes more appropriate to 
think in terms of a supply network than a chain. 

The Internet has allowed a further refinement. 
Dell's suppliers know not only how fast Dell is using 
their components; they know what finished pro- 
ducts customers are ordering. When a customer 
places an order by clicking on the company’s web- 
site, the software immediately feeds the order into 
the production schedule, and can thus tell the cus- 
tomer, almost instantly, when the order will be 
ready for shipment. Once the order is in Dell’s sys- 
tem, suppliers can see it coming and start making 
the appropriate parts. So the Internet turns the com- 
pany into a sort of portal through which orders ar- 
rive for redistribution among suppliers. Dick 
Hunter, who is in charge of Dell’s supply-chain 
management, explains: “We are not experts in the 
technology we buy; we are experts in the technology 
of integration.” 

In time, says Mr Hunter, “Information will re- 
place inventory.” As an example, he cites the suppli- 
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ers who make the metal and plastic boxes for Dell's 
computers, mostly local firms with factories up to 90 
minutes' drive away. They have access to up-to-the- 
minute information on Dell’s stocks and its use of 
their products, and often keep a truck full of boxes 
waiting on Dell's site. The moment the first is un- 
loaded, they send another truck. In their own plants, 
they keep less than a day's worth of finished stock. 
“If our information were 100% right," says Mr 
Hunter, "the only inventory that would exist would 
bein transit." 

This point is worth pausing to think about, be- 
cause it has large implications for the business cycle. 
Lee Price, chief economist in the American Com- 
merce Department's Office of Policy Development, 
sounds rather like Mr Hunter when he describes in- 
ventories as "A substitute for information: you buy 
them because you are not sure of the reliability of 
your supplier or the demand from your customer." 
But since the late 1980s inventories have been falling 
sharply, relative to sales, all over American manu- 
facturing (see chart 3). A report for the Commerce 
Department in which Mr Price had a hand, "Digital 
Economy 2000", calculates that this has saved 
American companies some $10 billion a year—a 
cumulative $115 billion since 1988. Moreover, leaner 
inventories should reduce the ferocity of any future 
downturn. In the past, when demand grew a bit 
more slowly, inventories would often fall, amplify- 
ing a mild deceleration into a recession. 

But back to Dell. Three things make the com- 
pany’s build-to-order approach easier. First, it is a 
telatively young company, which began in direct 
sales, so it does not suffer the conflicts among com- 
peting distributors that plague most old-economy 
companies. Second, Dell is a one-product company. 
Old-economy firms, with much more complex pro- 
duct lines, find it hard to integrate even their in- 
house supply operations, let alone those with myr- 
iad outside firms. Third, Dell (like Cisco) has remark- 
ably few suppliers: 200 or so in all, with 3o 
companies accounting for about 78% of its total pur- 
chasing. Conventional large computer companies 
have about 1,000 suppliers. Dell tries to have at least 
two sources for every component, if only for safety's 
sake. Many of those sources are on the other side of 
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the planet: it buys more than half its supplies from 
Asia. What matters is the closeness of the relation- 
ship, not the physical distance. But as Mr Hunter 
points out, “It would be very complex to have an in- 
timate relationship with hundreds of suppliers.” 
The next step is to pass on the information that 
goes to suppliers to the second tier of companies 
that supply them. Texas Instruments sells digital sig- 
nal processors to Solectron, which incorporates 
them into motherboards that Dell buys. Dell is talk- 
ing to both companies to see how much of the data 
it passes to Solectron should also go to Texas Instru- 
ments, and is having similar talks with other suppli- 
ers. The company dreams of the day when all com- 
puter manufacturers who buy hard drives, and all 
suppliers who produce them, make that informa- 
tion available anonymously on an electronic ex- 
change. That would allow the whole industry a clear 
view of the balance of supply and demand. It might 
even reduce the gluts that periodically plague the 
industry, as lack of information leads many compa- 
nies simultaneously to take the wrong decisions. 


For whom the Dell tolls 


What benefits spring from collaborating? Dell 
makes much of its greater capacity to get technologi- 
cal innovations to customers quickly, and the fact 
that customers can specify exactly the machine they 
want. But the real gains are those inventory savings. 
A company building a product the material cost of 
which drops 1% every fortnight cannot afford to 
keep more stock than absolutely necessary. Com- 
paq, says Mr Hunter smugly, may have 30-35 days"- 
worth of inventory in its sales channels. "We have 
none.” In total, the company holds about 140 hours 
of inventory (measurement in days is now old hat), 
and hopes to cut even that minuscule number in 
half over the next two years. 

Better still, Dell collects the money from its cor- 
porate customers 30 days after shipment (or, for re- 
tail sales, on ordering), but pays its suppliers after 45 
days. As a result, the company is in the delightful 
position of having what it calls "negative cashflow”, 
which actually means money in the bank. That ben- 
efit will not last indefinitely: sooner or later, compe- 
tition will make sure it is passed on in lower prices. 
But getting your customers’ credit-card companies 
to provide your working capital is a trick worth 
knowing. 

No wonder so many other companies hope to 
do the same. Among the most enthusiastic are 
the car manufacturers. At present, their cus- 
tomers face a bleak choice. In Europe, most 
cars are now built to order. In the United 
States, most cars are built for stock. Plenty of 
permutations are possible, but the customer 
sees only what the dealer ordered, two or three 
months earlier. These stocks of finished pro- 
ducts clutter dealers’ lots, tying up billions of 
dollars of cash; and yet customers still com- 
plain that they cannot find the car they 
want. A dealer who guesses wrong 
needs to persuade customers to buy to 
shift the stock and cut his interest 
charges, periodically wreaking havoc 
with margins. 

However, applying Michael Dell's bright 
idea to Henry Ford's legacy is not easy. For one thing, 
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American car companies do not go in for direct 
sales, but have huge dealer networks. Brian Kelley, 
who came from Ge a couple of years ago to run e- 
commerce at Ford, thinks that dealers are an essen- 
tial part of any new supply chain. "Most customers 
planning to spend $25,000 to $30,000 on а new pro- 
duct want to see and test it first," he argues. “Besides, 
8096 of people who buy a new vehicle have an old 
one to trade in." And cars need servicing from time 
to time. But Mr Kelley also sees Ford's dealers as de- 
livery channels for a new venture called FordDirect, 
launched in August. This allows customers to con- 
figure, select, price, finance and order a new car or 
truck through a website and then pick it up from a 
dealer. 

Ford's strategy of deepening relations with in- 
termediaries provides a model for the many old- 
economy companies that depend too much on 
physical distribution channels to want to abandon 
them overnight. Instead, they use the Internet to give 
intermediaries additional information, to bind 
them into the distribution channel in the way Dell 
and Cisco have bound suppliers into their supply 
network, Thus Honeywell, a computer company 
that has relied heavily on intermediaries to sell its 
products, has created myplant.com, a website that 
solves problems for managers of large industrial 
plants. As a strategy, this may not necessarily be sec- 
ond-best. Physical channels have some advantages 
over virtual ones. For example, Wells Fargo, which 
has been offering Internet banking for consumers 
longer than just about anyone else, still has bricks- 
and-mortar branches, and finds that they do better 
at closing sales than anything offered online. 

Most of Ford's biggest dealers have signed up for 
FordDirect; smaller ones, and those in less popu- 
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lated regions, have been much less enthusiastic. But 
winning dealers' support is only part of the chal- 
lenge. A bigger problem is that Ford's cars are simply 
not built like Dell's computers. To take just one ex- 
ample,the colour ofa Ford car is determined early in 
the production process, before the metal is even 
stamped. That is not the only way to build a car— 
DaimlerChrysler's Smart car, for its part, has clip-on 
side panels, allowing a dealer to change its colour in 
an hour. Eventually, Mr Kelley accepts, Ford will 
have to refit its plants so that they can build to de- 
mand, rather than “to sit on a lot". But, without a 
way to smooth out peaks and troughs in demand (a 
virtue of building for stock), capacity utilisation will 
fall and costs will rise. 

The trick will be to make the manufacturing 
process more modular and less sequential: for in- 
stance, the basic platform will be built for stock and 
then turned into the vehicle the customer orders. In- 
deed, a change in the manufacturing process is at 
the heart of true build-to-online-order projects. 
Frank Piller, an economist at the Technical Univer- 
sity of Munich who has made a special study of the 
way companies customise a basic product line (a 
process dubbed “mass customisation”), argues that 
the biggest change is usually in the design and con- 
struction of the product. "You need modular pro- 
duction that fits together like Lego blocks," he says. 





"Ford also hopes to use Covisint, and the com- 
mon standards that the trading platform will create, 
to share its forecasts and its inventory information 
with its suppliers, both the front line and those fur- 
ther along the chain. As Mr Kelley freely admits, "It 
won't be simple to link the unconnected legacy sys- 
tems and the internal workings of each of these very 
large companies." The putative savings, of $1,000 to 
$3,000 a car, will appear only if all the disparate sys- 
tems can be joined up. “It will take years to play 
out,” forecasts Mr Kelley. 

Between the two extremes of Dell and Ford, 
many companies will search for middle ground. 
Hau Lee, director of the Global Supply Chain Man- 
agement Forum at Stanford Graduate School of 
Business, sees them moving through four stages. 
First, there is an exchange of information, such as 
demand forecasts and sales data that allow better 
planning. Companies quickly realise that they need 
to define common standards for things like point- 
of-sale and inventory information, so that each can 
interpret the other's material. Next, companies 
move beyond data to exchange knowledge: for ex- 
ample, when Wal-Mart's Florida stores ran out of 
mosquito repellent during a heatwave, the company 
discovered that Warner Lambert not only made the 
repellent but tracked weather forecasts to spot fu- 
ture peaks in demand. By sharing the information 
online, both companies could do better. 

At the third stage, says Mr Lee, companies ex- 
change the right to take decisions. Often, it is enough 
for one link in a supply chain to make a move: for 
example, if Wal-Mart decides to stock more nappies 
for babies, there should be no need for Procter & 
Gamble, which makes the things, and for 3m, which 
supplies the sticky plastic tapes, to have three sepa- 
rate decision-making processes for a single product. 
So these companies are experimenting with a sys- 
tem that allows one person to reach the decision for 
all three. The last step is an exchange of work and 
roles. "The manufacturer becomes a retailer," says 
Mr Lee, "and retail moves to a support role.” For ex- 
ample, companies such as VooDoo Cycles and Can- 
nondale, makers of high-margin sports bicycles, are 
increasingly taking customers’ orders direct and 
only then building the bicycles. But a costly bike re- 
quires much last-minute tweaking before it is fit for 
the road. Retums by dissatisfied customers are ex- 
pensive for mail-order manufacturers. And custom- 
ers picking up a new bicycle may well want to buy a 
new helmet or some lycra shorts. That is the new 
role—akin to Ford's repositioning of its dealers-—that 
bicycle retailers may take on. One effect of the sup- 
ply-chain revolution is thus to change the way com- 
panies manage their relations with customers. 








OW do you persuade people not to buy a car- 
insurance policy purely on price? Progressive, 

an insurance company based in Ohio, has an an- 
swer. Ifa policyholder has an accident, a claims offi- 
cer goes straight to the scene, gives him a cellphone 
and a cup of coffee, pulls out a laptop and, in 95% of 
| cases, hands him a claim cheque on the spot. Some 
| customers say: “I wasn't a member until I was hit by 


Making customers 
feel special 








one." The service, not the price, sells the product. 

“It creates a ‘wow’ experience,” says Joe Pine, an 
authority on such things: he published a book (with 
James Gilmore) last year on “The Experience Econ- 
omy”. The Internet, he argues, transforms the way 
companies have to manage relations with custom- 
ers, partly because it is "the greatest force for com- 
moditisation ever invented". But it also affects com- 


THE ECONOMIST NOVEMBER ПТН 2000 



























panies' relations with customers by cutting the cost 
of routine transactions, and by giving them new 
ways to reach and monitor those customers. 

For the technology companies that have pio- 
neered many business applications, customer sup- 
port is one of the first opportunities for change the 
Internet provides. But the opportunity is to offer a 
service that is more of a commodity rather than less, 
by refining ways to deliver help online rather than 
over the telephone. 

Companies will continue to offer telephone 
help: indeed State Street, а Massachusetts bank 
which uses lots of voice response to answer calls, is 
building a new call centre as well as developing the 
Internet. "Some customers simply want to talk to 
someone;" admits John Fiore, the chief information 
officer. But the scarcer support staff become, and the 
longer telephone inquirers have to hold on, the eas- 
ier it is to encourage customers to look up the an- 
swer to their problem online. And there are huge 
gains to be made from applying the usual 80/20 rule, 
says Ward Hanson of Stanford Graduate School of 
Business: if the staff answer only the complicated 
2096 of questions, their work is far more interesting 
and productive. (“Тһе grey area”, he adds, “15 trying 
to hide the help-desk telephone number from 
the remaining 80%. I usually go to ‘investor re- 
lations'.") 

More savings are to be had if the customer 
can be trained to place orders online. “Accept- 
ing a simple order on the phone takes about 
four minutes and costs around $5," says СЕ 
Mr Reiner. “In our higher-tech businesses, it 
may cost $80. We get 20m telephone calls a 
year in our appliance business. If the order 
comes in online, it costs 20 cents." For the cus- 
tomer, too, Mr Reiner insists, it costs less to 
place an order on the Internet than on the 
telephone. But just in case the customer does 
not initially see things that way, GE offers to 
send out "e-mentors" with its sales staff to 
visit customers. It also gives sales people a big- 
ger commission on orders that arrive online, 
so that they share some of the savings. The 
sales folk themselves know all about working 
online: in the past four years, the number of 
sales offices has fallen by half as more of them 
work on the road, from home or from their 
customers' premises. 

Nor do the savings in online selling come 
only from lower transaction costs. Dell's Mr 
Marengi argues that the best thing about 
moving to online ordering has been to dispose 
of endless arguments over whether the cus- 
tomer ordered this keyboard or that key- 
board. "If the customer puts in the order," he 
says cheerfully, “that conflict is eliminated.” 
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By exploiting the Internet, companies not only 
gain opportunities for cost-cutting; they can also 
create new business opportunities by learning more 
about their customers. At present, such information 
tends to be strewn among many different databases, 
each attached to a particular product line or sales 
channel. By integrating the data. companies can 
present a single, coherent face to customers. That 
task is easier when customers shor online. 

It may be valuable for a customer to have a sin- 
gle view of his transactions. “A company may know 
what it’s buying in Boston, but not what its subsid- 
iary is buying in Spain,” says Mr Marengi. “Often a 
company will ask us what it bought globally, be- 
cause its own internal systems can't tell it.” But the 
seller benefits too. “The web allows companies to 
draw a graph of a customer's lifetime value,” says 
Mr Hanson. “You can learn how customers end up 
in your fold, which are the best and the worst ones, 
and why some abandon their electronic shopping 
trolley before they make the final transaction." 

One effect of such data has been to teach com- 
panies much more about the relative costs of ac- 
quiring and keeping customers. All of them 
promptly reach the same conclusion: "There has 
been a big shift from acquisition to retention,” says 
Harvey Thompson, who runs customer relationship 
management at 15M Global Services. The reason is 
partly that a click of a mouse is the fastest way ever 
for customers to change providers. But companies 
now also have the tools to exploit what they know 
about their existing customers. 

Among the first businesses to take advantage of 
those tools have been financial institutions. Wells 
Fargo, that experienced online bank, finds that attri- 
tion is one-third less for online than for comparable 
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offline retail customers. For customers who make 
bill payments online, attrition is 54% lower than for 
offline customers. Online customers, says Avid 
Modjtabai of the bank's Internet services group, 
tend to keep higher balances, and seem to be much 
more likely to buy extra products, than the unwired 
ones. Simply knowing more about your customers 
makes it easier to keep them. 

One obvious way companies could use that 
knowledge is to offer different customers different 
prices and levels of service. So far, most have hesi- 
tated to do so—or at least have hidden their at- 
tempts more carefully than did Amazon.com, 
which was savaged earlier this year for quoting dif- 
ferent prices for the same book. But many compa- 
nies are starting to understand that they cannot of- 
fer the same quality of service to everyone. They 
know that the true promise of customer data is to 
help them to discriminate, in service quality and 
perhaps in price, and to target their services so that 
they give priority to the most profitable folk on their 
books. They also know that this wil! not be easy to 
do. “I would not want one of my customers bump- 
ing into another and saying we had given them a 
better deal,” says Cisco’s Mr Daichendt. 

But whose customer is it anyway? As companies 
tie their databases together, and try to cross-sell pro- 
ducts to a customer who sees a single common front, 
they run up against a new version of an ancient pro- 
blem: how to motivate one salesman in a company 
to hand over a customer to another. Without incen- 
tives to share customers, the most elegantly recon- 
ciled data in the world will make no difference. In 
most companies, the tyranny of the distribution 
channel will make customer-sharing a hard pro- 
blem. “In large companies,” observes George Col- 
ony, chief executive of Forrester Research, a high- 
tech consultancy, "tremendous political power has 
built up around these channels. It takes the СЕО to 
force the breakdown of the walls." 

Every company now claims to be, in that horrid 
but popular word, “customer-centric”. In fact, most 
companies always said they were. But the Internet, 
and its associated technologies, allow companies to 
discover whether customers were aware of it, and if 
not, to do something about it. 


From a commodity to an experience 


One force for change will be the discovery of the 
commoditising power of the Internet. Once buyers 
can readily shop around online, or aggregate cor- 
porate demand, or put out tenders on electronic 
trading platforms, then companies that sell on noth- 
ing more than price will be in trouble, unless they 
are supremely efficient. What is the alternative? 
One strategy, described by Philip Evans, co- 
author of a book with the ominous title of “Blown to 
Bits", is to separate the information-rich part of the 
business from the commodity part, and sell them 
separately. He describes a manufacturer of indus- 
trial abrasives and drills who decided to split his 
business in this way. One part now specialises in 
long runs of standardised products. It has elimi- 
nated most of the sales force, and abandoned re- 
search and development. The other part, which is 
far smaller in turnover but almost as profitable, em- 
ploys engineers as consultants, solving problems 
with the "drilling solution". The first part uses the 





Internet to sell partly through electronic markets; the 
second, to connect engineers with their customers. 

For consumer products, there is Mr Pine's ex- 
perience-economy type of solution: turn a product 
or service into an "experience", and you defeat com- 
moditisation. As examples, he cites a company in 
Minneapolis that repairs computers. It calls itself the 
Geek Squad, and sends round nerds dressed in 
white shirts and black ties in new vw Beetles or vin- 
tage cars. Or there is Steinway: when a customer ac- 
quires one of that company's top-of-the-range con- 
cert grands, the company offers to lay on a free 
concert in the buyer's house, providing a concert pi- 
anist, sending out the invitations and passing round 
the hors d'oeuvres. Mr Pine's own daughter favours 
American Girl Place, which makes character dolls. It 
has a sort of indoor theme park in Chicago where 
small girls and their parents can pay to watch a 
show about their doll, or pay again for lunch with a 
special chair for their doll to sit in. What they all 
have in common is that they add extra value to an 
easy-to-emulate product by throwing in a corny ex- 
perience. This produces at least three gains: a higher 
margin, greater customer loyalty, and local jobs. 

With a bit of ingenuity, the technology that 
turns a manufactured consumer good into a com- 
modity can also turn it back into an "experience". 
Levi, whose famous blue jeans now compete with 
cheaper copies, offers customers in its Union Square 
store in San Francisco the chance to be measured by 
a body scanner. Half an hour later a Levi factory has 
pulled their vital statistics off the Internet and be- 
gun to cut the jeans of their choice. Unfortunately, it 
then takes ten days to get the finished jeans to the 
customer. At present, the jeans cost 30-4096 more to 
produce than a standard pair, mainly because as yet 
the company does not accept online repeat orders. 
But returns, which usually run to 4096 of mail-order 
sales, are down to single digits. Moreover, the store 
has found that it learns from its customers when it 
sells to them this way: for instance, it noticed that 
those who designed their own jeans wanted them 
slung low on the hips, months before the average 
customer stopped buying “high-rise” jeans. 

Levi's experience carries several lessons for com- 
panies that want to use the Internet to manage cus- 
tomer relations. One is that companies which once 
thought of every sale as a separate transaction will 
increasingly make money not from a first sale but 
from repeat business. That implies creating a con- 
tinuing relationship with the customer, such as ser- 
vice providers usually enjoy. A second lesson is the 
importance of being able to involve the customer in 
development, design and market research. Richer 
communications make that possible. A third is the 
need for speed: the Internet, with its round-the- 
clock, round-the-week availability, raises customer 
expectations. Lastly, the relationship between fac- 
tory and retailer changes. The factory may become 
the retailer's back office. Or, if the manufacturer has 
a strong brand and an accumulation of customer 
data (including, in Levi's case, their hip and inside- 
leg measurements), then the manufacturer becomes 
a portal for the retailer. Either way, the close contact 
with the customer fostered by the Internet is the 
most valuable commercial advantage a business 
can have. 
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WO years ago, Nortel Networks, a Canadian 
company that specialises in building high-per- 
formance Internet networks, took a revolutionary 
decision. It would move from vertical integration to 
“virtual” integration. Since then, the company has 
| sold 15 manufacturing facilities around the world 
that make things like printed circuit-boards. The 
plants have been bought by large manufacturers 
such as Solectron, sci and Sanmina, which were al- 
ready selling to Nortel and have now signed new 
long-term supply agreements with the company. 
The benefits, says Chahram Bolouri, president 





lower costs, because these contract manufacturers 
have a far larger turnover than Nortel alone would 
have had. They can also afford to keep track of the 
fast-changing manufacturing technology of the par- 








ticular components they produce, and invest 
heavily in their development. In addition, Nortel 
gains flexibility: if it has a large order from a particu- 
lar part of the world, it can more easily arrange pro- 

duction nearby. Most important of all, the company 
| can specialise in what it does really well: it has re- 
tained the highest-value part of the manufacturing 
process at seven "systems houses" worldwide, 
staffed with people skilled in industrial and test en- 
gineering. 

The reorganisation has also changed the way 
Nortel deals with its suppliers. Three years ago, says 
Mr Bolouri, it concentrated on buying; now it deals 
with technology and planning. It employs a differ- 
ent bunch of people: fewer paper-pushers, more in- 
dustrial engineers. They spend much of their time 
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talking, not only to the first tier of suppliers, but also 
to the second and third, about the main constraints 
in meeting demand from a part:cular market or 
consumer, and how they can be eased. Particular 
teams concentrate on the needs cf particular cus- 
tomers, such as WorldCom or Cable & Wireless. 

Thus rearranged, Nortel can move much faster 
than in the past. Five years ago, when itowned most 
of its suppliers, an order might zake up to three 
months to fulfil. Today, orders for some products 
take days, and soon that will be hours. Using a 
newly created Internet exchange, called ezopen, the 
company can circulate an order instantly to a galaxy 
of 6o potential suppliers. Mr Bolouri devotes most of 
his time to recruiting and keeping high-quality tal- 
ent to manage the supply chain, and to making sure 
that everyone along the chain is kept constantly up 

to date on what the company is trying to do. 

As the Internet becomes built into corporate 
life, the economic foundation of the company 
changes. In an essay on “The Nature of the Firm", 
published in 1937, Ronald Coase, an economist 
who later won the Nobel prize, argued that the cost 
of transactions determined the boundaries of 
firms, making it more efficient for workers to band 
together in a company than to operate as separate 
agents. The impact of the Internet has been to re- 
duce those costs. Because almost everything can be 
inexpensively outsourced, it is possible to create a 
company from nothing in no time: to go from idea 
to product in nine months. Many Internet start-ups 
are, in the neat phrase of Stanford Graduate Busi- 
ness School's Mr Saloner, “plug-and-play” compa- 
nies. 

Many of the barriers to entry that once pro- 
tected big companies are therefore disappear- 
ing—or at least some parts of established compa- 
nies are vulnerable to being "blown to bits". One 
effect, as Nortel's case demons:rates, is a move 
away from vertical integration, as the value chain is 
broken up into more specialised firms. In that re- 
spect, says MIT's Mr Brynjolfsson. we are seeing the 
substitution of hierarchies by markets. 

Competition may not challenge all the things a 
company does—just the most profitable parts. 
Brendan McLaughlin, head of e-business at Cam- 
bridge Technology Partners, a high-tech consul- 
tancy, has a story about how he told one of his cli- 

ents, a manufacturer of tapered roller bearings, 
about a Scandinavian firm that made nothing but 
replacement tapered roller bearings, and monitored 
other companies' production lines over the Internet 
to check when the parts were needed. "Our client's 
jaw dropped. 'But we make all our money from re- 
placements, he gasped." 

Plenty more such competition lies ahead. At 
Harvard Business School, Bill Sahlman, professor of 
business administration, observes: "Our students go 
systematically. sic code by sic code, through indus- 
tries, looking for ones to revolutionise.” Moreover, 
start-ups are starting to understand their intrinsic 
weaknesses, and to evolve business models that 
cure them. Julian Lighton, in charge of corporate 
networks at the Silicon Valley office of McKinsey, a 
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consultancy, notices that thé incubators in which 
some start-ups begin life are becoming "semi- 
permanent heiretsu", or loose confederations, to 
share the costs of acquiring and managing custom- 
ers and talent. One incubator, icc, has a common 
recruiting department with 20 staff to help its off- 
spring, “Shared talent management” is the heart of 
these confederations, because the scarce talent of 
Silicon Valley prefers to work for a network of small 
companies that pool job opportunities. 


Dot.com or dot.corp? 


Big, established companies often find it hard at first 
to respond to such competition. Not every company 
is as bold as Gr, which last year ran an exercise 
called "destroyyourbusiness.com" to force manag- 
ers to consider where they were most vulnerable to 
unexpected competition delivered by the Internet. 

Most old-economy companies 
initially choose not to re-engineer 
their whole business, but rather to 
spin off a new division to experi- 
ment. IBM's Mr Martinez sees three 
possible models. One is that of Re- 
flect.com, a start-up by Procter & 
Gamble, a consumer-products giant 
based in Cincinnati, Ohio, which 
sells customised cosmetics over the 
Internet from the safe distance of 
San Francisco. That avoids nasty 
conflicts with existing distribution 
channels, and gets the expense (and possible losses) 
safely off the balance sheet. 

A second model is that pursued by Staples, a 
successful office-stationery business, which has 
created Staples.com as a separate business, but kept 
the links close. Staff at Staples have options in the 
dot.com's tracking shares, and the dot.com folk have 
options on Staples shares. The two businesses share 
a building in Boston, to make sure that each learns 
from the other. Staples's own share price has been 
hit because the company has had to write off this 





investment as an ordinary operating cost. One of 
the great oddities of this revolution is that whereas 
investments in physical assets can be capitalised 
and depreciated, investments in intangible assets 
count as expenses. 

The third model, says Mr Martinez, is that of tb 
itself, where the company has decided that it cannot 
afford to spin anything off. The firm itself becomes a 
dot.com—or rather, as Forrester's Mr Colony quips, 
a "dot.corp". This is hardest of all to pull off, so not 
many companies try it. 

One trouble with spin-offs is that they waste a 
company's scarcest resource: good people. "That's 
why I tell companies to take all the juice and put it in 
one place,” says Mr Colony. Another problem is that 
spin-offs are odd animals. The business model of 
the genuine dot.com is usually to grab the money 
and run. For the purchaser, itis a way of outsourcing 
innovation: the start-up takes the 
initial risk, and the big firm buys the 
experiment that has succeeded. But 
if a big company spins off its most 
innovative bits, it may lose the 
chance to recreate itself. 

The alternative, for old-econ- 
omy companies, will be far-reach- 
ing change. As Mr Saloner explains, 
many companies resist innovation 
partly because it seems expensive, 
and partly because they cannot 
bear to destroy their existing, suc- 
cessful business model. “We are designed to do 
what we do really well," they say. What they need to 
remember is that this is a transitional stage. It is good 
news for business schools, he points out: The de- 
mand for executive education is going through the 
roof as chief executives say, ‘The top 300 people in 
my business just don't get it’ But these people will 
be needed again, and they know the business." 

So how should companies manage this period 
of dislocation? No easy answers, but the next section 
offers ten basic rules. 
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How to be an e-manager 


Ten handy hints A the desk of anybody writing about man- 


agement these days pours a torrent of books 
about running an e-business. Most start off by say- 
ing that everything is different--and then talk as 
though everything was much the same. It is true that 
the Internet changes the skills required from man- 
agers, but not fundamentally so. Anyone who is a 
good manager can also become a good e-manager. 

However, some qualities have become even 
more important than they used to be. Here, for any 
manager too busy wrestling with the Internet econ- 
omy to plough through the literature, are the top ten 
things you need. 
1. Speed. The list could, perhaps, stop right here. Be- 
ing quick is more important than being large— 
indeed, large companies find it hard to be speedy. 
"There are very few things that the Internet slows 
down,” reflects the mrr Media Lab's Mr Schrage. 
“Companies that take three or four months to reach 
a decision find that others have redesigned their 
websites in that time.” Production cycles grow shor- 


ter; consumers expect service around the clock; 
companies do things in parallel that they would 
once have done sequentially. One way to be speedy 
is to avoid big-bang decisions. Internet-based tech- 
nology can help. At Oracle, Gary Roberts, head of 
global information technologies, points out that In- 
ternet applications tend to be smaller than yester- 
day’s proprietary systems, and the software is faster 
to develop. But speed is also a matter of a company's 
decision-making processes. Bureaucracy is a killer, 
2. Good people. Human beings are the most im- 
portant of all corporate inputs. Companies need 
fewer but better people: “celebrity teams,” as 
Novell's Mr Schmidt puts it. Employees with new 
talents, skills and attitudes must be made to feel at 
home. Completely new jobs have sprung up in the 
past three years: content manager, information ar- 
chitect, chief e-business officer, chief knowledge of- 
ficer. Companies need new ways to hire and— 
trickier—retain these people. They also need new 
ways to measure their performance. 
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3. Openness. The open nature of the Internet drives 
its success. The economic rewards that come from 
belonging to a large network will ensure that the 
new standards that emerge will remain open. In ad- 
dition, as the Paris-based ogcp pointed out in “The 
Economic and Social Impact of Electronic Com- 
merce”, a prescient study published last year, 
“Openness has emerged as a strategy.” Many e- 
businesses allow their partners, suppliers or con- 
sumers an extraordinary degree of access to their 
databases and inner workings. To allow another 
business inside the corporate machine in this way 
requires trust, and a willingness to expose your 
weaknesses and mistakes to the world. 

4. Collaboration skills. The Internet creates many 
new opportunities for teams and companies to 
work together. Only as companies learn new ways 
for their own people to collaborate do they begin 
fully to realise the opportunities to work with cus- 
tomers, suppliers and partners, Teams may be sepa- 
rated by time zone or by geographic distance, or 
they may work for different employers: the spread 
of outsourcing means that companies manage 
many more alliances. That calls for a different ap- 
proach from that required to manage competition, 
5. Discipline. Can that go with creativity and open- 
ness? It has to: “The Internet is all about discipline, 
protocols and standard processes,” insists urc’s Mr 
Brittan. When a software program replaces human 
action, the garbage-in-garbage-out principle ap- 
plies. Unless companies carefully specify the pa- 
rameters of a procurement order, for example, it 
makes no sense to invite tenders in an electronic 
marketplace. Companies need to insist on a stan- 
dard look and feel for their websites to avoid con- 
fusing customers; and they need to insist on com- 
mon practices within the company on such issues 
as purchasing to reap real productivity gains from 
the Internet. 

6. Good communications. Given the pace and 
complexity of change, communicating strategy to 
staff matters more than ever. Few grasp the In- 
ternet's breadth of impact. Communications can по 
longer be confined within the company, or even 
within the country. What a company thinks of as 
external information can tum into the internal sort, 
and vice versa. 

7. Content- management skills. All those web- 
sites that companies design to reach their staff, their 
customers or their corporate partners almost always 
start off by carrying far too much information. 
Companies are not used to being content providers, 
and the people who know most about the subject 
on the site frequently do not, or cannot, manage the 
site. вм Mr Martinez recalls asking the manager of 
one of his company's intranet sites who its audience 
was, and what they needed to know. “We took 80% 
of the information off the site, use rose 3,0009, and 
the cost of running it fell dramatically." Many cor- 
porate managers are simply not used to expressing 
themselves clearly and concisely. 

8. Customer focus. New opportunities have 


opened for companies to deepen their relations ; 
with customers. The emphasis has shifted from re- ; 


cruitment to retention, from the commodity to the 
service and from the mass market to the per- 
sonalised. Companies are concentrating less on pro- 
duct and process management and more on the 








customer, treating each as an individual and trying 
to provide him with precisely the product he wants. 
This shift, made possible by enriched communica- 
tions, is altering the whole shape of many compa- 
nies. On the organisation charts that managers love 
to draw, the long shapes of product-related "silos" 
are now criss-crossed with a matrix of lines of func- 
tional responsibility. An executive in charge of retail 
banking or light trucks, for example, might also be in 
charge of monitoring fulfilment across the business. 
9. Knowledge management. The communica- 
tions revolution has raised the importance of pool- 
ing the skills and knowledge of a workforce. The de- 
velopment of sophisticated databases and intranets 
makes it possible for companies to build a core of 
knowledge that they can draw upon across the 
globe. But this is not easy. Managing workers of this 
kind requires a new sensitivity. Getting intelligent 
people to share what is in their heads takes more 
than mere money or clever software—although 
both can help. 

10. Leadership by example. Plenty of bosses, es- 
pecially in Europe and Asia, do not know how to 
use the Internet, and wear their ignorance as a badge 
of honour. But chief executives who have never 
done their own e-mail, or bought something online, 
or spentan evening or two looking at their competi- 
tors’ web sites, are endangering their businesses. 
"Top-level management must spend real political 
capital to create an e-business," insists Forrester's Mr 
Colony. That is unlikely to happen if they have no 
first-hand experience of what the transformation is 
all about. 

Armed with these ten essentials, old-economy 
managers should see the challenge ahead for what it 
is: the most revolutionary period they have ever ex- 
perienced in corporate life. It will be frightening and 
exhausting, but it will also be enormously exciting. It 
may even be fun. 
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BRITAIN 





Juggling the cash 







The chancell 
at pensioners 


"E MAY seem an unlikely circus artist, 

butthis week Gordon Brown pulled off 
a rare act of fiscal and political juggling. He 
threw three balls in the air—spending in- 
creases, tax cuts and an increased budget 
surplus—and managed to keep all of them 
there. Too good to be true? No: even better. 
On past form, when Mr Brown unveils his 
pre-election budget in full next spring, the 
furiously juggling chancellor will throw at 
least two of the balls even higher in the air 
and announce further tax cuts and a still 
hefty surplus. 

In name, this was a pre-budget report, a 
consultative document designed to pave the 
way for the budget proper in 2001. In reality, 
this was a cross between a mini-budget and 
a fully-fledged budget in its own right. The 
chancellor talked of prudence but behaved 
like a cash machine on the blink. 

No constituency—from multinationals 
to savers, from road hauliers to vicars—es- 
caped the shower of largesse. Big companies 
were promised tax relief for intellectual 
property, among other concessions. Small 
businesses were given cause to smile with 
measures to simplify var. Hard-pressed 
manufacturers who had felt neglected in the 
last budget received an olive branch in the 
form of a possible extension of the research 
and development tax-credit now enjoyed 
by small firms. Savers, too, felt the warmth of 
the chancellor's embrace, with the tax-free 
limit for savings-accounts (isAs) set at £7,000 
($9,960) for the next five years. Even vicars 
had cause to sing the praises of Mr Brown as 


as given way on fuel duty, has thrown money 
has announced a big budget surplus. Time for 
an open debate about the public finances 


he promised a cut in vAT 
church repairs. 

Whatever the worth of all these © 
planned measures, they were in effect ` 
camouflage. The purpose of this mini- 


on 


ment had to offer a carrot as well as waving 
the big stick in order to prevent a re-run of 
the fuel-tax protests that brought Britain toa 
halt in September. Second, Mr Brown 
needed to defuse the pensioner anger that 
erupted at Labour’s conference in Brighton 
following this year’s 75p increase in the ba- 
sic state pension. The answer in both cases 
was money —sackloads of it. 

In all, the total cost of Mr Brown's pack- 
agecame to £720m this year, rising to £2.6 bil- 
lion next year and almost £4 billion by 2002- 
03. Of this, the lion's share is going to pen- 
sioners, thanks to  inflation-beating 
increases in the basic state pension—starting 
with £5 a week for single pensioners and £8 
for couples next уеаг--апа even more gener- 
ous increases in the minimum-income guar- 
antee paid to the poorest pensioners. 

^. But if pensioners now have cause to feel 
grateful to Mr Brown, what of the fuel prot- 
esters—and the beleaguered motoring pub- 
lic whose anger at sky-high fuel duties they 
articulated? In fact, the chancellor plans to 
give motorists even more than pensioners 
next year. Notonly will fuel duties be frozen 
next April at a cost of £560m, the vast major- 
ity.of motorists and hauliers will benefit 
from the planried2p reduction in duty on ul- 
tra-low-sulphur (Uis) petrol and зр cut in 
us diesel. On top of this there 





will be big cuts in vehicle excise 
duty. Allin all, the Treasury es- 
timates the cost of these addi- 





tional concessions will come to 
a further £1.75 billion a year, 
taking the overall annual cost 
of the mini-budget to £4.4 bil- 
lion next year, rising to nearly 
£6 billion in the ensuing two fi- 








nancial years. 
And yet, despite his mu- 
nificence, Mr Brown now says 











that the budget surplus will be 
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budget was two-fold. First, the govern- te 














even bigger than he was projecting at th 
time of the budget. For this year, 2000-01, 
has raised his forecast from £6 billion’to £1 
billion. Next year, 2001-02, the chancellore 
pects a surplus of £6 billion, up from the! 
billion he was expecting last March. Wh. 
more, these forecasts are likely to prove un: 
der-estimates, just as they have done in each | 
of the past two financia! years. Projections 
incorporating the announced costs of Mr 
Brown's measures by Pricewaterhouse 
Coopers (pwc) suggest a £14 billion surplus 
in the current year, followed by £8 billion i 
2001-02. i 
So how has the master juggler pulled off 
his act? One reason. for the higher surplus 
next year is that the Treasury has not incor 
porated the cost of the us and vehicle excis 
duty concessions into its projections, on th 
somewhat flimsy ground that these: mea: 
sures remain subject to consultation. Se 
against this, Mr Brown has. stuffed: mor 
money into his. contingency reserve than he 
was planning in March. The real answer is. 
that Mr Brown has been underplaying th 
real strength of the public finances. He is nc 
shy of amassing a miser’s hoard—-but has 
been shy about revealing its full extent. 
Treasury officials openly accept that 
their approach to projecting the public fiz 
nances errs on the side of caution. Unem- 
ployment is assumed to be stable when a c 
consensus of outside forecasters say it will 
fall. The oil price is assumed to remain con- 
stant even when outside forecasters say it. 
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will rise. Most important, the Treasury 
adopts a deliberately pessimistic assump- 
tion for economic growth in projecting the 
public finances—of 2.25% rather than the 
trend rate of 2.5%, let alone the higher rate 
that it has now set as an official target. 

Put all these cautious assumptions to- 
gether and you get a systematic tendency to 
under-estimate the buoyancy of the public 
finances. The Treasury projection for reve- 
nues this year is now up by £4 billion on the 
budget forecast. "We used to have a problem 
of over-optimism, but now we have the op- 
posite problem of ultra-pessimism,” says 
John Hawksworth of pwc, “and this matters 
because we're building quite a high tax bur- 
den or forfeiting spending opportunities." 

Mr Hawksworth says that the chancellor 
will be able to afford further tax cuts or 
spending increases in next year's budget. The 
only restraint on him will be a worry about 
prompting a compensating monetary tight- 
ening by the Bank of England. On the eve of 
the pre-budget statement, Eddie George, the 


Bank's governor, fired a warning shot across 
thechancellor's bows about “over-generous 
tax cuts", 

Given past budgetary disasters—most 
notably the huge swing from surplus in the 
late 1980s to deficit in the early 1990s—Mr 
Brown's caution is understandable. But it 
will be difficult for him to hide the surpluses 
in the full glare of an election campaign. La- 
bour's charge that Tory tax-cuts would lead 
tocuts in public services will lose much of its 
effect if it is apparent that the string of sur- 
pluses is likely to continue. 

Systematic under-estimation of the 
strength of the public finances is not helpful. 
After all, the trend to a sustained run of sur- 
pluses is not just confined to Britain—wit- 
ness the lively debate in the American elec- 
tion over what to do with them. Andrew 
Dilnot, director of the Institute for Fiscal 
Studies, says that “we should have a debate 
about the surpluses and my guess is that we 
will.” The juggling act may have been mas- 
terful, but it has lost its point. 





Fuel taxes 





Gordon's giveaway 


Forget the green rhetoric; Gordon Brown’s tax changes will damage the 


environment 


HE message that the government would 

not surrender to fuel protesters has been 
a constant refrain from ministers and their 
spin-merchants for many weeks. In the 
event, thechancellor, Gordon Brown, hardly 
bothered toconceal theextentof the govern- 
ment's headlong retreat in his pre-budget 
statement. 

A promised freeze on all fuel duties plus 
an immediate cut in duty on ultra low-sul- 
phur fuels, together with large cuts in vehicle 
excise duties, represents a bonanza worth 
£2.25 billion ($3.2 billion). For a private mo- 
torist, it amounts toa reduction equal to 4p a 
litre for petrol and for hauliers 8p a litre. 

Mr Brown can fairly claim that he had to 
respond to high world oil prices. But it is 
hardly prudent, the watchword on which he 
prides himself, to fix duties four months in 
advance of a budget, by which time oil prices 
may have fallen. The government's own re- 
search shows that the claim that private mo- 
torists and hauliers are over-taxed in Britain 
is also hard to sustain. A study published this 
week of all 15 Eu countries found that private 
motorists in Britain pay less tax on average 
than their European counterparts, if all mo- 
toring costs are taken into account. 

The chancellor sought to avoid such 
awkward facts by dressing up his tax cuts as 
green measures. The 2p-per-litre cutin ultra- 
low-sulphur petrol, in addition to the 1p cut 
already announced in the last budget, is 
aimed to accelerate its take-up by all motor- 


78 


ists. This will, it is claimed, "significantly im- 
prove local air quality"—a claim that envi- 
ronmental organisations dispute. The 
matching 3p reduction on ultra-low-sul- 
phur diesel was needed to maintain “а 
proper balance between petrol and diesel". 
In fact, the real motive for these cuts is to 
calm the fuel protesters. Mr Brown gave the 
game away by saying there would also be a 





p 
european © your t 





Bumper to bumper 


2p per litre cut in lead-replacement petrol. 

A predictable consequence of cutting 
fuel duties will be to increase congestion. The 
government has basically abandoned its 
previous commitments to curb traffic. As the 
Commission for Integrated Transport, set up 
by the government, pointed out this week: 
“There are clear links between lower petrol 
prices and greater car use.” The govern- 
ment's ten-year plan for transport, pub- 
lished this year, promised that its proposals 
for road-charging in cities, and investment 
in railways and roads would result in re- 
duced congestion, but assumed petrol prices 
would keep rising. The result of Mr Brown’s 
generosity is that motorists will almost cer- 
tainly “pay” for reduced petrol prices with 
longer queues. 

Traffic is now bound to grow faster than 
had been predicted. Relative to household 
income, the cost of owning and operating a 
car is now 30% lower than it was in the early 
1960s. The cost of private motoring is pre- 
dicted to fall even further, widening the gap 
with the increasing cost of public transport. 
A recent study for the Automobile Associa- 
tion by Stephen Glaister and Dan Graham of 
Imperial College says that fuel prices would 
have to rise by 10% a year to keep traffic at 
current levels. 

The chancellor's cuts in fuel and vehicle 
excise duties for hauliers are even less justi- 
fied. A recent study by NERA, an economic 
consultancy, concluded that haulage rates 
do not reflect the true cost of freight trans- 
port. Heavy goods vehicles make up less 
than 2% of all vehicles but they are responsi- 
ble for a third of all nitrous-oxide emissions, 
nearly half of all particulates and a quarter 
of carbon dioxide generated by road trans- 
port. A study by Oxford Economic Research 
Associates found that the damage caused by 
heavy goods vehicles has generally been un- 
derestimated in the past. 

The main problem facing the road haul- 
age industry is over-capacity—too many 
trucks chasing too little work. Many small 
operators are under-capitalised and exist on 
tiny margins. The chancellor's bounty will 
do little for them because haulage rates will 
be further cut. The parliamentary select 
committee on transport, which conducted a 
detailed inquiry into the industry this sum- 
mer, concluded that its costs were not out of 
line with its European competitors. Most 
foreign hauliers face far higher insurance, 
business taxes and social contributions. A 
government survey of foreign-registered lor- 
ries found that they account for less than 1% 
of domestic haulage. The chancellor's 
planned introduction of a "Vignette" or li- 
cence system to make foreign hauliers pay 
for the use of British roads follows the prac- 
tice of other Eu countries. It is a sensible re- 
form, although unlikely to have much of an 
impact. Ifonly one could say the same for his 
other proposals. 
— a 
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TISnot Bush v Gore. But by its own placid standards, British pol- 

itics has had a peculiar three months. If you want aliterary anal- 
ogy, it is the Patna, the steamer of which "Lord" Jim, in Joseph 
Conrad’s eponymous novel, was chief mate. In September, Tony 
Blair’s government is steaming, like the Patna, through a marvel- 
lous still sea. The mate on the bridge is penetrated by a great certi- 
tude of safety and peace. Whereupon there comes a lurch, a colli- 
sion with something below, a faint vibration “as if the thunder 
had growled deep down in the water”. The ship quivers, then set- 
tles back to its work of cleaving the smooth surface of the sea. No- 
body on the bridge has the faintest idea what has happened. 

Thus the good ship New Labour after colliding with the fuel- 
tax protesters three months ago. For 
an instantit looked as if the keel had 
sheered off and the ship would go 
down like a lump of lead. A com- 
manding poll lead vanished. Hav- 
ing: been nowhere, the Tories 
spurted ahead. Then came the party 
‘conferences, Tory disarray over 
drugs policy, and in the polls a gra- 
|: dual return to the natural order. An 
1CM poll this week put Labour on 
4096 and the Tories on 34%. But there 
is a nagging fear that something ter- 
minal has changed below the wa- 
terline. The calm sea, the sky with- 
out a cloud, now seem, as Conrad 
put it, “formidably insecure". 

The cause of the insecurity is 
that Mr Blair cannot be sure what 
the collision meant. Was his fall in 
the polls nothing more than the 
public’s natural, passing, irritation 
at finding their garages had run out 
of petrol? Or was William Hague, 
| the Conservative leader, right to see 
| thisasmore:the moment when vot- 
| ers wised up to Labour's “stealth 
| taxes” and saw that Mr Blair was аг- 
rogant and “out of touch"? Its sub- 
sequent recovery shows that the 
government is not sinking. But the 
Patna, too, passed over whatever it was like a snake crawling over 
a stick. That did not stop its crew from jumping ship in panic. Mr 
Blair remains on the bridge, but he seems to be in a funk. 

Not knowing what he bumped into in September, he has 
equivocated. He wags his finger at the fuel protesters. He warns 
them that they cannot hold the country to ransom. Jack Straw, the 
home secretary, prepares the police and army to ensure that any 
attempt to replay September’s fuel blockades, as some protesters 
still propose, will fail. Gordon Brown, the chancellor, insists that 
there is no question of favours for pressure groups that happen to 
shout the loudest. But, just to be on the safe side, all this scolding 
and warning and preparation are followed by a cave-in. In his pre- 
budget report this week, Mr Brown said that there was after all to 
be special help for hauliers, and farmers, and—yes—for the gen- 
eral motorist too, in the form of a "freeze" (actually a cut) in fuel 
duty. And to be doubly safe, lest environmentalists construe the 
placating of the fuel lobby as a betrayal, the government dabs on 
some green. Mr Brown is to offer a tax cut for users of low-sulphur 
petrol (but forget about a carbon tax, or congestion charging). 





Holed beneath the waterline? 


















































Can agovernment twist and turn like this and still say it steers 
a steady course? In a strict macroeconomic sense, it may be plausi- 
ble. Thanks toluck, but also to the chancellor’s restrained spending 
in his first two years, the public finances are healthy. New Labour 
will still seek re-election as a government that invests in public ser- 
vices without resorting to Old Labour levels of taxation. But the 
political message Mr Blair has been sending over the past three 
anxious months is more confused. Caving in on fuel is only one 
about-turn. He has also ducked on Europe and weaved on pen- 
sions. On pensions, the government believed in targeting help on 
the poorest, but when the shouting grew loud it forked out for all of 
them. On Europe, Mr Blair promised a referendum on British 
membership of the single currency. 
But the likelihood that he will call 
one any time soon has receded al- 
most as fast as public enthusiasm 
for the euro has dropped. 1cm 
shows support for joining at a mere 
18%, with 71% of voters against. 
Meanwhile, another horror 
looms, in the shape of the Millen- 
nium Dome, the vainglorious pro- 
ject that has cost the taxpayer and | 
the lottery nearly £1 billion ($1.42 | 
billion), and whose failures were | 
the subject this week of adamning | 
report from the National Audit Of- 
| 
| 
| 


fice. In the House of Commons on 
November 8th, the day before the 
report was published, Mr Blair at- 
tempted a little joke about it all. The 
chance to make one came from the 
gang of thieves, wearing gas masks 
and hurling smoke bombs, that had 
tried the previous day to snatch 
£350m of diamonds from the 
Dome’s “money zone", and to make 
their escape by speedboat up the 
Thames. Like most exploits associ- 
ated with the Dome, this caper was 
a dismal failure: armed police, 
tipped off, were waiting in disguise | 
to arrest the raiders. Mr Blair’s joke | 
was to compare the thieves with the Conservative Party, except | 
that the latter—which when it was in power had approved of the | 
plans to build the white elephant which it now relentlessly 
mocks--had managed to flee the scene of the crime. 

This attempt to spread the blame to the Conservatives looks 
sure to fail. Itis true that plans for the Dome were laid under the To- 
ries. But early in the life of the new government, when Mr Blair and 
his ministers still expected the Dome to be popular, they thought it 
would be a good idea to grab the credit for it, and the “credit” has 
stuck. For as long as it stands, the Dome will be a symbol of New 
Labour's hubris and incompetence. Razing it, now a distinct pos- 
sibility, will become a damaging symbol too. 

It goes without saying that the Dome is not enough, in the 
scheme of things, to do fatal damage to the government's reputa- 
tion. But since September's collision: with the fuel protests, the 
scheme of things has changed. Mr Blair had set his course, on Eu- 
rope, on pensions and on much else. The ship sails on; the propel- 
ler turns without a check. Buta government that once seemed in- 
vulnerable keeps on asking itself whether itis about to sink. 
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г, Invitation for Admission to Graduate Programme 
in Semester 1, 2001 - 2002 
(commencing July/August 200!) 


© The curriculum will cater to those with or without previous training in 
undergraduate programmes in International Studies. 


months of part-time study, The maximum. piod of + i is 36 months 
of full-time study or 48 months of part-time study, inc i ive ‘of approved leave 
of absence and medical leave, WO a dus 


For enquiries on academic matters only, please forward them by email to 


ispbox] @nus.edu.sg 


Application Procedure 

Application materials (which include the application form and information, on 
the programme) can be: downloaded йот te foll ling | inei address: 
http://www fas. nus.edu.sg/o: : 


For application materials to be forwarded to you by post, please send a 
self-addressed Ad-size envelope (with the name of the course indicated at 
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Graduate Division 
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National University of Singapore 
The Shaw Foundation Building 
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The closing date is Wednesday, 31 January 2001, 


P.S.: No, it isn’t because of the taste. 


“А joyous and outrageous 
escapade...Fiercely entertaining." 
Harold Bloom, 
Professor of Humanities at Yale & 
Berg Professor of English at NYU. 
Learn more at www.etexere.com 
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Travelling to the 
Middle East is now 
just as memorable as 
travelling around it. 
Our brand new Airbus ] TOW NI 
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BUSINESS 


chaebol, expanded from consumer ele 
ics into cars, but later sold out t 
french car maker. Yet, even after its 
collapse, Daewoo. Motor thought it 
chance of curing its ills under a government 
sponsored “work-out” scheme. S 

Butformonthsthegame hasbeenup. Mr. 
Kim left the country in the summer and is: 
somewhere in Europe, keeping his head. 
down whilean inquiry gees on at home. Th 
company's creditors, led by the kp, tried to 
organise.an auction, eventually choosing 

















at last 
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South Korea dumps the past, 


Daewoo Motor, once part of South Korea’s second-largest conglomerate, is 
bust. Curiously, that could be good news for the country, and for Asia 


HE bankruptcy of Daewoo Motor, South 

Korea’s second-biggest car maker, is the 
latest act in the world’s largest corporate fail- 
ure. A year ago, its former parent, the Dae- 
woo chaebol, collapsed under a spectacular 
$80 billion of debt and was broken up into 12 
separate businesses, one of them Daewoo 
Motor. On November 8th, the car maker it- 
self folded, after trade unions had rejected 
demands from its creditor banks for 3,500 
jobs to be cut. The state-owned Korea De- 
velopment Bank (крв), its biggest creditor, 
refused to supply any more loans, so the 
company defaulted on short-term debts to 
suppliers, putting it into receivership. 

Such a prominent collapse shocked the 
country. The government immediately 
called an emergency meeting to review the 
repercussions. Counting suppliers, job losses 
could reach 500,000, in a country where 
trade unions still wield considerable power 
and the government is fragile. The failure 
raises questions about the future of Daewoo 
Motor, but also about the country’s other 
troubled chaebol; about the banks that fi- 
nanced them; and about the strength of the 


country’s economy, apparently bouncing 
back after the crisis of three years ago. 

Start with the company at the eye of the 
storm. From his eyrie atop the Hilton Hotel in 
Seoul, Kim Woo Choong used to look out 
over the South Korean capital and see the 
impressive headquarters of the firm he 
founded in 1967. The former shirt salesman 
spent 30 years building Daewoo into a 
multinational with sales of around $60 bil- 
lion and some 200,000 employees, half of 
them overseas. The company made ships in 
South Korea, microwave ovens in France, 
fertilisers in Vietnam—and cars at home, in 
India and in Eastern Europe. Cars were to be, 
as it were, the vehicle for Mr Kim’s ambition 
to run a global corporation. 

For a time all seemed to go well. Daewoo 
Motor grabbed a quarter of the home mar- 
ket, and won footholds in Europe, Australia 
and India. But this mad rush to expand 
South Korea's car industry to a capacity of 
5m, in a country where home demand was 
barely 2m, was always likely to end badly, in 
a world awash with cars. Today Daewoo's 
factories are half-empty. Samsung, another 


Ford as exclusive bidder in July, much to th 
annoyance of General Motors (Gm), wh 
thought it had the inside track because 
used to supply parts and technology to Dae 
woo. But after taking a close look at Daew 
Ford dropped its $6.9 billion bid in Septem 
ber; triggering the latest crisis. Jac. Nasse: 
Ford's chief executive, suggests that it wa 
not the huge debts of the company tl 
frightened Ford; it was simply the poor pr 
pects of turning its losses (around $15 | 
lion-2 billion, according to industry source: 
into profits. So Ford retreated. Re-enter, stag 
left, GM (with its Fiat affiliate), dressed 
timeas vultures, not rescuers. 








Pickingover the bones 


Yet there is now no future for Daewoo Moto 
as a company, according to Graeme Ma 
of Autopolis, a car consultancy specialis 
in Asia. Fiat Auto's chief executive said on. 
November 8th that his company and см. 
were studying the situation. Both might sti 
snap up some assets. Buying Daewoo 
‘Changwon factory would give them one 
the most efficient plants in the world an 
bring with it about 20% of South: Korea 
home market—although Daewoo's share is 
falling by the day as uncertainty grows. 

Daewoo also has an interesting factory. 
in India and an 8% share of that potentially 
fruitful market; but that would conflict with 
GM's partnership with Maruti, an Indian car 
company half-owned by Suzuki, in which 
GM has astake. Between Suzuki and Fiat; GM 
has all the involvement itneeds in small cars, 
As for Daewoo's other foreign factories, Fia 
might possibly be tempted by its modern fa 
cilities in Poland, a Fiat stronghold where, 
Daewoo gave the Italians a hammering. B 
the Polish government holds the levers th 
since it financed the Daewoo factories. 

A domestic rescue is unlikely: the home 
market for cars has shrunk to 1.5m a year, 
and Hyundai (since it bought Kia) already 
has capacity to produce 2m cars a year. Те 
only hope would be that Hyundai might be 
interested in picking up Daewoo's Polish, 
Romanian and Indian facilities. 

The feeling in South Korea is that, if the 
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Naturally all this gloom 
about the conglomerates is 
casting shadows over the 
country’s banks. The top 





eight commercial banks have 





trillion won, the equivalent 
of 14% of the banks’ assets, ac- 
cording to sc Securities. On 
November 8th the financial 
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foreign vultures or domestic rivals such as 
Hyundai were allowed to pick up some of 
the Korean factories and even the brand 
name, this would send a strong signal that 
the oft-heralded reform of the country's 
chaebol was genuinely going to happen. 


Too big to fail? 

Until now, the conventional wisdom has 
been that the chaebol, unwieldy conglomer- 
ates built on cheap capital supplied through 
political influence, were simply “too big to 
fail". Governments used them as the main 
engine for economic growth, copying the 


p : model of Japan's pre-1945 zaibatsu. For a 


long time the model worked, delivering the 
country from poverty at the end of the Ko- 
rean war in 1953. s 
But the political links fed corruption and 
encouraged reckless expansion, as the chae- 
|: bol borrowed unsustainably to expand into 
unrelated businesses. They and their sub- 
. sidiaries cross-subsidised one another, buy- 
* ing the shares each issued to reduce their 
debt. Along the way, small start-up compa- 
nies were crowded out of financial markets 
by these behemoths, which came to domi- 
nate the economy, accounting for 80% of 
output and 50% of the country’s exports (see 
table of the current top four). 
The combination of the Asian financial 
> crisis in the spring of 1997 and the election as 
president of Kim Dae Jung, the long-serving 
opposition leader, in December that year 
appeared to spell the end for the unrecon- 
structed chaebol. To some extent they have 
begun to reform. But without genuine bank- 
ruptcies, the process is incomplete. 
The bankruptcies may not be over yet. 
; Hyundai, another conglomerate, has debts 
of around $30 billion, less than half the level 
of the Daewoo group, and at least it has a car 
business that is doing quite well. But its con- 
struction arm is teetering on the brink of 
aba a creditors agreed on November 
th to roll over 690 billion won ($608m) of 
debt until the end of the year. Analysts 
reckon that the banks gave the stay of execu- 
tion only because a second collapse on the 
‚ same day as the downfall of Daewoo Motor 
would have triggered a crísis of confidence. 
So Hyundai Engineering and Construction 
~ seems to be living on borrowed time as well 
as borrowed money, with about a fifth of its 
5.2 trillion won debt falling due at the end of 
the year. 
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forced South Korea’s second- 
largest commercial bank, Hanvit, to merge 
with three smaller banks. That will require 
the injection of some 6 trillion won as the 
government groups the banks (and other 
sick lenders) in a financial holding company 
to work their way out of bad debts. 

The rss also approved the restructuring 
plans of two other banks, Cho Hung and Ko- 
rea Exchange, on condition that they im- 
prove their capital-asset ratios and reduce 
bad loans to 4% of total lending. Kim Kyong 
Lim, chief executive of Korea Exchange 
Bank, the main lender to Hyundai, argues 
that this should be no problem, since the 
bank's sub-standard loans stood at less than 
18% of its portfolio at the end of June. But that 
is only if one excludes Hyundai Engineering 
and Construction from the loan list. Equally, 
Cho Hung Bank is still struggling with Ssa- 
nyong Cement, part of another chaebol, 
which has debts of 16 times equity. So it is 
clear that the survival of the banks depends 
heavily on sorting out the fate of the con- 
glomerates and the more than 100 other 
companies placed either under the shelter of 
the “work-out” programmes or under court 
protection from creditors. 


Bungee economics 


As for the economy, on the surface, South 
Korea looks as though it is enjoying a bun- 
gee-bounce recovery from the crisis of 1997. 
Growth last year was 10.7% and will proba- 
bly still be 8% this year. Economists at Gold- 
man Sachs, an investment bank, reckon it 
could slow to around 5% next year. The fiscal 
position of the government is strong enough 
to sustain the spending needed to help the 
conglomerates and the financial sector to re- 
structure: the government deficit is only 2.5% 
of GDP. But the Seoul stockmarket has fallen 
by 50% already this year, and it could fall fur- 
ther as the clouds gather over the chaebol. 
President Kim has said that the govern- 
mentis no longer afraid to let insolvent com- 
panies go bust. That was reflected in the 
KDB's decision to pull the plug on Daewoo. It 
might be more difficult to do the same thing 
with Hyundai Engineering and Construc- 
tion later this year, because of the effect on 
the country’s financial-services industry. 
But if it can be allowed to fall like Daewoo 
Motor, this could be the beginning of an 
overdue pruning of the deadwood of the 
country’s economy. 
— ПОЕНЕ " „п 









| Daimler and Mitsubishi Motor 


In the shadow 
of Ghosn 


TOKYO 


HE most spectacular rescue bid for an 

Asian car company, the promising at- 
tempt by Renault's Carlos Ghosn to tum 
around Nissan Motors, is being watched 
with apprehension by DaimlerChrysler. For 
theGerman car maker has also taken on the 
challenge of resuscitating an ailing Japanese 
car maker—so the better Mr Ghosn does, the 
more it has to live up to. 

Mitsubishi Motor (ммс) is nowhere 
near as big as Nissan, but its problems are 
similar. It needs to reduce its workforce, to 
shut factories, tolower procurement costs by 
reforming its chain of suppliers and to slash 
its massive debt. Both companies need to 
change their inward-looking corporate cul- 
tures. Mitsubishi's history of selling almost 
exclusively to the government has left it 
badly equipped to sell cars to ordinary folk. 
Lastly, both car makers need to attract new 
shareholders to replace the old cross-share- 
holdings that once tied them into their re- 
spective groups. 

But DaimlerChrysler faces problems 
that Mr Ghosn never had. Because it is still 
grappling with the bigger job of sorting out 
Chrysler, says Takaki Nakanishi of Merrill 
Lynch, it lacks Renault's commitment to new 
investment. And whereas Renault took on a 
company slightly bigger than itself (Nissan 
produces 2.3m cars annually, compared 
with Renault's 2m), DaimlerChrysler is 
much larger than Mitsubishi (producing 
4.9m cars annually, against Mitsubishi’s um). 
It is therefore far less dependent on its 
partner’s recovery. 

DaimlerChrysler will also have to deal 
with Mitsubishi's unstable ownership struc- 
ture (see chart). Although it holds a 34% stake, 
other companies in the Mitsubishi group, 
such as Mitsubishi Heavy Industries and 
Mitsubishi Corp, the trading company, col- 
lectively hold an equivalent stake. So far, it is 
unclear whether they will fully back Daim- 
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In an ideal world things never go wrong, but 
when you're regularly flying on business 
they inevitably do. It could be trouble with 
the car or heavy traffic on the way to the 
airport. Meeting plans change and flights 
get cancelled. These things happen. 

For example, your flight's in an hour, 
the car overheats, you need to stay cool. You 
won't make the airport in time and you 
can't miss your meeting. What do you do? 

Wherever you are and whenever you 
need to, you can access the world's most 
comprehensive source of independent 
business travel information, that's what 


OAG stands for. 


With OAG Mobile you can conveniently 


find all the flight details you need via your 





WAP phone or PDA. Alternatively, you 


can use OAG Travel Information System 
on your laptop or on your company's 
intranet. There's also the OAG Pocket 
Flight Guide, an essential travel companion 
for discerning frequent flyers worldwide. 
Whichever you choose, you'll access a 
database of over 800 airlines worldwide, 
with millions of direct and connecting 
flights and information on more than 
73,000 hotels. You can quickly find an 
alternative flight and locate a hotel. It's 
your choice, you're in control. 
As for the birds, not appreciating 
the benefits of OAG and therefore 
being totally flightless, they're just 
Ostriches Ambling Gracefully. 


lerChrysler: although they have in effect 
washed their hands of Mitsubishi, they 
might still block reforms such as aggressive 
job-cutting if they felt these might tarnish 
the group brand. Renault has faced no such 
meddling: Nissan's big shareholders, such as 
Yamaichi Securities, Industrial Bank of Ja- 
pan and Fuji Bank, were either bust or in too 
much ofa mess to interfere. 

Tocomplicate matters further, Volvo, the 
Swedish car company and rival to Daimler- 
Chrysler, also holds a 3.3% stake in Mitsub- 
ishi—and it will hold a 20% stake in its truck 
division when it is cordoned off as a separate 
company next year. This is an awkward situ- 
ation: DaimlerChrysler might well prefer to 
buy Volvo out (especially since trucks are 
Mitsubishi’s strongest product), but Volvo 
has not yet indicated what it proposes to do. 

Mitsubishi hasother weaknesses. It has a 
smaller market share in America and Europe 
than Nissan has. Battered by a scandal in- 
volving a cover-up of defects, it is also in 
even worse shape than Nissan, whose do- 
mestic market share has been falling for 26 
years. Moreover, Rolf Eckrodt, who will be 
installed by DaimlerChrysler as chief op- 
eratingofficer early next year, will be carving 
out his strategies at a worse time than Mr 
Ghosn—when demand for cars in America 
and Europe will be weakening. And since 
Mitsubishi is a young company spun off 
from Mitsubishi Heavy in 1970, it has fewer 


unrealised gains on its assets than Nissan, 
which was established before the second 
world war. 

At present, Mitsubishi is simply making 
too many different kinds of vehicle—more 
even than Toyota, the industry leader. If it 
could focus on its strengths, it might yet pull 
offa turnaround as surprising as Mr Ghosn’s. 
But this would require even bolder manage- 
ment than Mr Ghosn has employed at Nis- 
san. The trouble is that Mr Eckrodt will prob- 
ably have less authority than Mr Ghosn, 
since Takashi Sonobe, president of Mitsub- 
ishi, is nota lame duck as was Yoshikazu Ha- 
nawa, Nissan’s former president and present 
chairman. Indeed this week Mr Sonobe 
spelled out his own plans for rescuing the 
company, drafting restructuring goals by the 
end of the year, making final decisions by 
March and starting to implement them by 
April. That sounds like a recovery “made in 
Japan” not Germany, even if the Ghosnes- 
que timetable sounds impressive. 

Whatis more, Mr Eckrodt,an architect of 
the troubled integration of Chrysler into 
Daimler, will arrive without Mr Ghosn’s 
high profile as “le cost-killer”. Unless he 
overcomes these obstacles and establishes a 
harmonious working relationship with Mr 
Sonobe, he will find it hard to wrest the dis- 
tinction of Japan's biggest comeback story 
away from Mr Ghosn. 





BUSINESS 
German business 


Zeissmic shift 


OBERKOCHEN 


SA hopeful metaphor for German reuni- 
fication, the story of Carl Zeiss looks 
ideal. After the second world war, the optics 
company, best-known for its microscopes 
and cameras, was split in two. One part 
stayed in Jena, in the east; but the Americans 
evacuated some scientists and managers to 
Oberkochen, in the Swabian countryside. 

In 1991, the year after Germany was put 
together again, so was Zeiss. Around 30,000 
people had worked in Jena for the sprawling 
Carl Zeiss Kombinat (“socialist conglomer- 
ate”). Some 7,000 of these went to Jenoptik, a 
technology company that has been built up 
by Lothar Späth, a former prime minister of 
Baden-Wiirttemberg, into one of the few 
bright spots in eastern German business. 
About 3,000 joined a reunified Carl Zeiss. 
Initially, weighed down by Jena, Zeiss lost 
money hand over fist: operating losses to- 
talled DM184m ($112m) in 1993-94, on turn- 
over of DM2.6 billion. Now things are much 
brighter. Later this month, Zeiss will report 
sales of around DM3.9 billion in the year to 
September 30th, and will declare itself com- 
fortably in profit. Taken alone, Jena is operat- 
ing profitably. Having slimmed to around 





Russia’s broken toys 


MOSCOW 


È THE past, some developing countries 
found that making toys for the rich 
world was one route from poverty to pros- 
perity. Might Russia do the same? Notif the 
Ogonyok toy factory in eastern Moscow, 
which once produced upmarket electrical 
toys for the children of top Soviet officials, 
is anything to go by. Today it is depressing, 
even by the standards of Russian industry: 
squalid, cramped, old-fashioned and dan- 
gerous—and appallingly managed. 

“We are not businessmen: we are hon- 
est people, producers,” explains the gen- 
eral manager, Anatoly Fedyushin. He is not 
quite sure how many toys his 470 workers 
produce, but he is clear that getting them 
into the shops is a dirty business that is bet- 
ter left to middlemen. Today’s rich Russian 
children want western toys. The factory's 
flimsy model railways and ugly dolls find 
few takers. They are not even particularly 
cheap: Chinese toys, which dominate the 
market in Russia, are better value. 

Mr Fedyushin, dressed in a curious 
brown tuxedo with embroidered lapels, 
sees no future for his plant. “Prospects? I 

wouldn't say we had any prospects." He 
cannot imagine taking out a loan to buy 








new technology: *How would we pay it 
back?" An American investor approached 
them once, but it came to nothing. “We 
would have lost everything. They just 
wanted our buildings." 

A few miles away in central Moscow, 
at Russia's best-known toyshop, things 





Made in China? 


look, at first sight, equally depressing. Det- 
sxy Mir (ie, "Children's World") is a grand 
building next to the kGe’s old headquar- 
ters, which is mainly filled with tatty stalls 
selling products aimed at grown-ups. Staff 
are sulky; the toys are overpriced and 
badly presented. 

But here there is a glimmer of hope. The 
new general director's eyes light up as he 
brandishes a giant angora rabbit made by 
his own toy factory—“refitted with Rus- 
sian equipment—half the price of western 
machines.” Russians, he believes, are better 
than Chinese factories at designing toys for 
the European market. Now he wants tode- 
velop more puzzles, construction kits and 
other toys appealing to “ingenuity and cre- 
ativity”. He has also teamed up with some 
western toy companies, including Crayola 
and Revell, to make their crayons and 
models in Russia. 

Russian manufacturers will be doing 
well if they can merely regain local market 
share from the formidable Chinese. But 
real success would mean exporting to the 
toy markets of the industrialised world. 
That requires not just low costs and clever 
design but expert marketing, efficient dis- 
tribution and lots of money. Until Detsky 
Mir's new owners can prove that they can 
at least organise their shop properly, their 








other plans will be fairy tales. 
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1,400 staff, it is now recruiting again: 30 engi- 
neering trainees began work this month. 

In fact, the story is neither so simple nor 
so inspiring. The turnaround reflects a 
change not just in the east, but also in the 
west. By the early 1990s the western half of 
Zeiss had become something of a Kombinat 
itself, with a job-lot of loosely related com- 
panies and a bureaucratic attitude to busi- 
ness. Even without Jena, the Oberkochen 
half would have lost money. 

The reason was Zeiss's peculiar owner- 
ship structure: with its sister company, 
Schott, a glass maker, itis owned by the Carl- 
Zeiss-Stiftung ("foundation") established in 
1889. The Stiftung's rules enjoin the company 
tolook after its staff, as well as to make a pro- 
fit. For years, explains Peter Grassmann, 
chief executive since 1995, managers pur- 
sued the first goal too eagerly. A generous 
pension scheme meant that by 1994-95 the 
pension fund accounted for 60% of Zeiss's 
balance sheet, while the company's own 
capital—in essence, accumulated profits— 
was only a few percent. Failing businesses 
were neither spruced up nor sold nor closed. 

Reunification, says Mr Grassmann, “was 
a wake-up call for the Stiftung". A new, 
cheaper pension scheme has been in place 
since 1996. Information and accounting pro- 
cedures have been standardised, helping to 
manage cash flow—especially important, 
says Olaf Berlien, the chief financial officer, 
to a company with no outside equity. The 
number of subsidiaries has been cut from 33 
to 12, in six product areas. Gone are An- 
schütz, a Kiel firm making steering equip- 
ment for ships, Jena's business making tele- 
scopes for amateurs, and Wóhlk, a maker of 
contact lenses. Other businesses, such as one 
making reconnaissance cameras for military 
aircraft, have been put into joint ventures. 
The remaining profitable lines range from 
binoculars and spectacles—40,000 lenses a 
day are made at Aalen, near Oberko- 
chen—to monster combinations of quartz 
lenses, taking months to make, assemble and 
calibrate, that focus laser beams etching ul- 
tra-fine patterns on to semiconductors. Zeiss 
is running out of space for its chip-technol- 
ogy business, and is building a new 
DM200m factory at Oberkochen. 

The task is not over. Even now, says Mr 
Grassmann, “we're mainly financed out of 
pension reserves." So the company needs to 
build upitsowncapitalin the next few years. 
It might help to change the ownership struc- 
ture. Mr Berlien says that Zeiss could become 
an Aktiengesellschaft (Ас), or joint-stock 
company, in which the Stiftung would hold 
a majority of the shares. But the advantage of 
the current structure, says Mr Berlien, is the 
loyalty it brings: "People love Carl Zeiss and 
the Stiftung." The disadvantage is that there 
is no external pressure from capital markets. 
Maybe it is time for somebody to push from 
theoutside, too. 

— 
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British Telecom 


A bad line 


ps ofthe trouble with вт plans to tum 
itself intoa holding company and several 
quasi-independent operating companies is 
that they have taken so long to appear. In 
April, вт promised to create more focused 
and accountable businesses. That it has 
taken solongto producea plan with few sur- 
prises will hardly reassure investors that a 
management still led by its (excessively) ex- 
ecutive chairman, Sir Iain Vallance, and its 
chief executive, Sir Peter Bonfield, has the ca- 
pacity for speedy execution that distin- 
guishes followers from leaders. 

If вт had gone down this path only a 
year ago, it would have seemed firmly in 
charge of its own destiny. Now it seems dri- 
ven more by desperation than belief, pro- 
pelled by the 48% fall in its share price this 
year. In addition, it is saddled with rapidly 
mounting debt, the result of the expensive 
acquisition of third-generation mobile- 
phone licences, large investments in net- 
work upgrades and the need to gain control 





Incumbent Vallance 


of two mobile operators, including Viag In- 
terkom in Germany, that are now part of BT 
Wireless. The debt's impact is all too clear in 
the second-quarter results that came with 
the strategy announcement. Profits before 
taxation have fallen from £890m ($1.4 bil- 
lion)to £471m as interest payments have 
risen from £69m to £314m. Without action, 
debt, which currently stands at nearly £19 
billion, could nearly double by next year. 

For the credit-rating agencies, therefore, 
the most eagerly awaited parts of the state- 
ment were details about how and when вт 
would dispose of assets. Sir Peter has now 
committed himself to listing up to 25% of BT 
Wireless next year and making disposals, 
which will probably include minority assets 
in Asia and Canada. Together, those should 
fetch about £15 billion, although much will 
depend on luck and timing. A putative value 
of £40 billion for the wireless business seems 
reasonable, but mobile valuations are un- 
predictable these days and there will be 
competition for investor interest from other 
wireless public offerings. Other spin-offs are 
hinted at, including a partial flotation of the 
business-services division, вт Ignite, in 2002. 

Perhaps the most interesting aspect of Sir 
Peter's grand plan is the division of whole- 
sale and retail operations into two distinct 
businesses. The move has been designed 
with the hopeofgetting Oftel, the British reg- 
ulator, off вт” back and making the so- 
called “unbundling” of the local loop—re- 
quired next year—easier to implement. In 
theory the new NetCo, which will own and 
run the network, should treat all operators 
and service providers in Britain, including BT 
Retail, on the same commercial basis. NetCo 
is also a candidate for a stockmarket listing. 
BT Retail, for its part, should gain a new free- 
dom to bring innovative applications and 
services to market. 

Just as with Ar&r's recent decision to 
split itself up, much depends upon whether 
BT will really give the new spin-offs truly in- 
dependent managements, or whether this is 
more about financial engineering. A true 
break-up would be cleaner and almost cer- 
tainly unlock more shareholder value. 
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Intel 


Chipzilla takes a beating 


SANTA CLARA, CALIFORNIA 


The fall in Intel's share price has been overdone. But challenges to the 
chip-making giant's dominance are mounting 


RAIG BARRETT, the craggy-faced 61- 

year-old chief executive of Intel, is still 
feeling grumpy about the hammering given 
to the company's shares in late September. 
Some 40% was wiped off the market capital- 
isation of the world's biggest semiconductor 
maker, thanks to a guarded warning some 


weeks earlier that slowing demand for new 
pcs in Europe might have a slightly adverse 
impact on Intel’s third quarter revenues. Mr 
Barrett says: “Maybe it's my engineer's atti- 
tude. But how can market value change by 
$50 billion or $100 billion in a day?" 

As it turned out, Intel's numbers proved 
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quite respectable—revenues up by 19% to a 
record $87 billion, with the promise of an- 
other record quarter to follow. Since then, In- 
tel’s shares have begun a slow recovery, but 
they are still some 40% below their late Au- 
gust peak. Mr Barrett's bafflement at the 
ways of Wall Street is understandable, par- 
ticularly as Intel has other good news to re- 
port.On November 2oth it will begin to ship 
its new 15-GHZ Pentium 4 microprocessor. it 
will bea sweet moment for “Chipzilla”. The 
coming of the latest Pentium means that In- 
tel, which had lost to a resurgent AMD the 
claim to make the world’s fastest desktop 
chip, has temporarily reclaimed the title. 

And that is not all. The 64-bit Itanium 
processor that will take Intel into the topend 
of corporate computing for the first timeisin 
pilot production. Fat margins can be earned 
from the big computing "iron" that powers 
data-centres and popular websites. This 
week also saw the launch of two new chips, 
designed to improve the performance of dig- 
ital subscriber line (051) equipment that 
turns an ordinary telephone line into a 
broadband pipe for high-speed Internet ac- 
cess, Winning a sizeable chunk of the red- 
hot.communications and networking mar- 
ket is one of several ways in which Intel is 
hoping to offset slowing growth in its per- 
sonal computer business. 

Yet for all Intel’s financial solidity and its 
paranoid relentlessness, the perception that 
all is not well has grown over the past nine 
months. Part of the reason is that the com- 
pany is trying to do several new and difficult 
thingsatthe same time, But partis alsodue to 
something that Intel has rarely had to worry 
about in its core business: competition. 

Big and mature technology companies 
such as Intel (or Microsoft, for that matter) 
are finding it ever harder to maintain overall 
revenue growth in the high teens. If Intel's 
stock is to keep its premium rating, which is 
crucial for retaining talented workers, Mr 
Barrett has to deliver around $6 billion of 


new revenues each year. But micro- „=“ 


processors for pcs and low-to-mid- 
range servers account for about 75% 
of Intel’s revenues, and its share of 
those markets is already 82-84%. Intel’s 
own target for revenue growth in this area 
for the coming year is 10%. So it needs to 
achieve growth of at least 50% in network- 
ing and communications. That explains 
why Intel is placing such high hopes on 
dann which should start to ship in 
large volumes this time next year. 

Mr Barretts strategy is to build on | 


and servers, Intel is hoping to do the 

same for networking, wireless and 

communications. To that end, it has de- 
veloped two new platforms: one to provide 
the building blocks for networking and 
broadband Internet, and the other to pro- 
vide computing power for handheld 
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what Intel knows best. Having created J 
the dominant "architecture" for pcs \ S , 
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wireless devices and the next generation of 
mobile phones. 

Mr Barrett admits that it has not been 
easy to wrench Intel round to attack new ar- 
easof business. But he is confident that those 
new opportunities exist: at present, Intel is 
exploiting its expertise only in integrated cir- 
cuits and the handling of digital data. He also 
makes no bones about Intel’s intention to 
dominate these new markets if it can. “It is 
not our intention to be second,” he says. 
However, at present Intel is only fourth in 
the communications chip market, with a 
5.7% share. Ahead of it are Lucent, Motorola 
and Texas Instruments, while jostling be- 
hind are мес, Siemens, Philips, Qualcomm 
and Broadcom, which this week continued 
its acquisition binge by paying $2.45 billion 
for SiByte. 


Thecompetition 
Another possible danger for Intel is that, in 
its pursuit of new opportunities, it may ne- 
glect its main franchise and leave the door 
ajar for rivals. The triumphant iro this week 
of the much-hyped Transmeta may be a 
straw in the wind. Transmeta has produced 
achip for mobile computers known as Cru- 
soe that is designed to use far less battery 
power than its Intel equivalent. So far, Cru- 
soe has been slightly disappointing in test- 
ing, although that may partly be because of 
the novelty of its design. And, although it has 
been taken up by Japanese notebook mak- 
ers, such as Sony, Fujitsu and мес, both IBM 
(which manufactures the Crusoe for Trans- 
meta) and Compaq have announced that 
they will not be using it yet. 

Transmeta's тро is a warning to Intel to 
make better chips for notebooks. But the 
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newcomer will have to struggle against both 
the conservatism. of the corporate market: 
and against Intel's ability to arm-twist such 
big clients as 15M, Compag and Dell-Inev- _ 
itably, Internet chat-roomsare full of sinister 

speculation about the pressure | that Intel 
might have pete to bea c 











































meant much, 
to bea serious | 
past nine months. 
GHz Athlon pr 
tium III away, | 
performance. In an attempt to cach up, Intel 
produced a1.13-GHz Pentium Ш, bute embar | 
rassingly had to recall itin \ugust. 

So far, the effect of : 
success has been to knock smaller riv. 
of the consumer market rather than to ¢ 
into Intel's share of the corporate market 
Thatcouldchangeif amp maintains (һер 
year's triumphs. But what should be mos: 
worrying for Intel is increasing evidence | 
AMD, with a research-and-developm 
budget less than 15% of Intel’s, may actual 
be out-innovating i it. 

A casein pointis Itanium. Although In 
is a year ahead of Amp in shipping a 64-bit 
processor, AMD's forthcoming Hammer. 
could turn out to be the better chip. The 
main reason that Intel has taken so lon 
to develop Itanium is that it seems to per 
form badly when running "legacy" 32- 
applications; which will be the vast majority 

of programs for years to come. The cause 
of the problem, according to AMD, i 
that Intel has to use software to make 
Itanium d aa with 32-bit: pro- - 
grams, but this slows down the processor. 
By contrast, Hector Ruiz, amp’s chief op- | 
erating officer and heir-apparent. to Мг. 
Sanders, claims that his chip beats Ita- 
nium by running 3z-bit application 
without such software trickery, thanks to. 
more modem design. "Thes 
> days,” he says, “anything whic! 
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Mr Barrett affects unconcern, but the: 

grumpiness is back: " We've been compet- 
ing with AMD for зо years—-sometimes | 
they do a little bit better, sometimes a lite = 

tle bit worse. Would | rather be in their 
position? Idon't think so." 
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The Internet's chastened child 


Kevin O'Connor thought he could help keep the Internet free of 
rules and regulations. Instead he has brought them closer 


HEN the chairman and founder of 

DoubleClick, the world's biggest online 
advertising group, was 12 years old, he tried to 
launch a hot-air balloon in the garage and 
blew a hole in the rafters. Rather than punish 
him, his father helped him make another. 
Nor was he reprimanded when he hot-wired 
a television to a battery and the shock flung 
him across the room; or when he sent electri- 
cal arcs between carbon rods. His mother 
simply moved a table over the burn in her 
carpet. A disregard for the usual boundaries 
goes far toexplaining Kevin O'Connor's rise— 
and now his fall. 

In swanky new offices on the western 
edge of Manhattan—an address that under- 
lines DoubleClick's recent isolation, and that 
staff complain is in "the middle of no- 
where"—Mr O'Connor sits on the edge of his 
seat and looks tense. The reason is not the slump in dot.com ad- 
vertising, which has helped to drive DoubleClick's shares down 
by 85% since January and cost Mr O'Connor, now 39,a fortune. His 
real concern is a manoeuvre that has landed not only his own 
company but the whole industry in hot water. DoubleClick's at- 
tempts tosubvertonline privacy have sparked an investigation by 
America's Federal Trade Commission (етс), and a growing public 
backlash against the Internet itself. In July, he paid a price for this— 
ceding the job of chief executive, although he remains chairman. 

Until last year, Mr O'Connor was the picture-perfect Ameri- 
can entrepreneur: bright, aggressive and eager to push the limits. 
The boy driven to risky experiments by “an urge to see what would 
happen" grew into the engineer who wrote much of the software 
behind DoubleClick’s early success. As an adolescent wrestler, his 
favoured tactic was the “Otto”, a legal though unsportsmanlike 
move that yanked an opponent’s arms between his legs, crushing 
his testicles. He also discovered the novels of Ayn Rand, a libertar- 
ian philosopher, featuring square-jawed industrialists overcom- 
ing petty bureaucrats and meddlesome governments. Like Alan 
Greenspan, another early devotee, he was deeply influenced by 
this espousal of red-blooded capitalism and even gave one of his 
sons the middle name of Rand. 

Like one of Ms Rand’s heroes, when Mr O'Connor saw the 
growth of personal computers in the early 1980s, he dropped his 
rho studies to start a software firm. A de- 








prietary software popularly known as 
“cookies”, DoubleClick can track where web 
surfers go, analyse what they buy, and send 
targeted ads to the web pages that they call up. 
Mr O'Connor knew that this customisation 
would be a huge hit with advertisers—Dou- 
bleClick serves as much as half of the world’s 
Internet ads. But he also thought thatconsum- 
ers would love it too. If advertisers could learn 
somebody’s personal preferences, then they 
could send them only ads that were relevant 
and useful to them. 


Clicked off 

That was his mistake. As in a Greek tragedy, it 
was the characteristics that had brought Mr 
O'Connor so far that eventually failed him. A 
belief that he could write the rules for ad- 
vertising on the web, because “there were no 
rules,” led him to miss the wider social and political impact of | 
what DoubleClick was doing. The trigger was last year’s $1.7 billion 
acquisition of Abacus, America’s largest off-line database, which 
contains profiles of 90% of households, compiled from magazine 
subscriptions and store receipts. Unlike DoubleClick’s data, 
which is entirely anonymous, Abacus had 88m real names and 
addresses. Mr O'Connor realised that, by marrying the two, he 
could identify individual web users and not only track, but also 
predict their behaviour—making online advertising even more 
science than art. And he would have data that advertisers would 
pay through the nose for. 

Consumer watchdogs were slow to grasp the implications of 
the Abacusdeal—and of the fact that, in its wake, DoubleClick had 
quietly dropped from its website its pledge to keep users’ data 
completely anonymous. But they woke up in January when the 
company announced that it had created profiles of 100,000 
individual surfers and was planning to sell them to advertisers. 
The resulting outcry triggered an rrc probe into whether Double- 
Click had engaged in deceptive trade practices, leading to a 25% 
drop in the group's shares in a single day and, eventually, to a 
pledge that it would not sell the profiles after all. DoubleClick’s 
subsequent promise not to integrate its own database fully with 
that of Abacus tums the acquisition, in the eyes of many, into a 
monumental flop. 

But the consequences go far beyond 





cade later he sold it for $21m. In 1995, he 
decided the Internet would be the next big 
thing. So he locked himself in a basement 
for eight months and brainstormed. One 
of his early insights was that most online 
content would be free and that, inorder to 
to keep it that way, web surfers would 
have to be willing to accept advertising. 
The result was DoubleClick. ` 

Launched in 1996, DoubleClick now 
sells advertising space on behalf of a net- 
work of 1,400 websites. But its heart is ad 
"serving" technology, which delivers ad- 
vertisements on to a web page and moni- 





this. MrO'Connor has exposed online ad- 
vertising and the Internet as a whole to the 
thinghe hates most: interference from bu- 
reaucrats that could sap its ability to 
evolve and adapt. In July the rrc 
launched its own online privacy guide- 
lines, and itis lobbying Congress for legis- 
lation. Worse, by giving the impression 
that surfers are under constant surveil- 
lance by companies such as DoubleClick, 
he may deter people from using the In- 
ternet altogether. The notion that Mr 
O'Connor has turned from free-wheeling 
arch-capitalist into a latter-day Big 





tors them when they get there. Using pro- 








Brother is ironic indeed. 
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Are you really up to speed 
for global change? 


Call in the experts from Commerzbank. 


To help meet the growing necessity for quick but with total assets of over € 400bn — has the experience, 
smooth transitions to the new complexities of the market- capacity and global reach to provide a rapid response. 
place in Europe and around the world, you can rely onthe ^ Wherever you need it: about 70 outlets in 45 countries. 
highly flexible, integrated approach of Commerzbank. 


To get up to speed for worldwide change, call in the 
Whether your requirements call for commercial bank- Commerzbank experts nearest you. Commerzbank — 
ing transactions or investment banking know-how, a premier European universal bank with a global sales 
Commerzbank — one of Europe's large universal banks network. 












EXCELLENCE IN RESEARCH 





An integral part of Commerzbank's international experience built up over 130 years is the excellence 
of the Group's research. Both the quality and scope of our research їз recognized by policy makers, the business and financial community 
and the press around the world. For more information about Commerzbank's broad research capabilites, just contact us in Frankfurt 
(volkswirtschaft@commerzbank.com), London (comsec@commerzbankib.com), New York (cbmailbox@cbkna.com), Singapore (Fax +65 225 39 43), 
or Tokyo (cbkjapan@gol.com). Or visit our website: www.commerzbank.com 
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THE TRADE AGENDA 





A different, new world order 


Trade should be high on the list of priorities for the new American president. 
But America and Europe must learn to share leadership with other countries 


ORE than at any other time in history, 

agrowing economy today needs to be 
anopeneconomy. And trade policy is essen- 
tial to an open economy: when doing busi- 
ness with foreign countries, you need agreed 
ground-rules. But who makes the rules, and 
what should they be? For half a century, 
America and Europe have led the way in an- 
swering these questions. Now that hege- 
mony is under challenge. 

World trade policy has been in a state of 
flux since last year's debacle in Seattle, when 
members of the World Trade Organisation 
(wo) tried unsuccessfully to launch a new 
round of trade talks. Contrary to popular 
wisdom, the reason for the collapse in Seattle 
was not the presence of several thousand 
disgruntled demonstrators. Instead, it was a 
failure of the self-appointed vanguard of 
America and Europe to respond to the con- 
cerns of developing countries. Since Seattle, 
the big two have been further distracted by a 
string of ugly bilateral trade disputes and by 
their efforts to shepherd China into the wro. 
It comes as no surprise, therefore, that de- 
veloping countries are looking to new cham- 
pions and new arrangements to foster trade. 

To understand why many countries are 
no longer inclined to give America and Eu- 
rope the benefit of the doubt, consider 
worldwide trade growth since the Uruguay 
round of trade talks was completed in 1994. 
Trade has risen significantly faster than GDP 
(see chart 1). But despite the round's mission 
to improve market access for developing 
countries’ exports, the share of global exports 
originating from America and Europe has 
also grown (see chart 2 on next page). This 
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partly reflects faster growth in rich econo- 
mies, particularly America. But protectionist 
subsidies and price-supports have also 
shown a nasty habit of growing along with 
cpp. In any event, many developing coun- 
tries now feel that they were short-changed 
in the Uruguay round, and they are deter- 
mined not tolet that happen again. 


Rising stars 
This has come as something of a surprise to 
the big two, who with Japan and Canada 
have often negotiated as a "quad" group. In 
some cases, the unexpected power of 
smaller countries has resulted from the con- 
sensus-driven nature of multilateral bodies 
originally conceived by the big powers. In 
the Organisation for Economic Co-opera- 
tion and Development (oEcp) and the wo, 
all members have veto power over the big- 
gest. Now, some of them are using it. 

Mexico, for example, held up the oecp's 
new guidelines for foreign investment in 
June. It was concerned that standards re- 
lated to labour and the environment were 
too restrictive. Mexico is 


Another country that is emerging as a 
heavyweight is Brazil, which has gone 
through several changes of approach in the 
past few years. It began as a largely closed 
economy, known mostly for its skirmishes 
with Canada over domestic subsidies to 
makers of regional jets. Then the govern- 
ment decided to revolutionise Brazil's agri- 
culture with a commitment to genetically 
modified (GM) crops, ripe for export. With 
the zeal of a convert, Brazil became a cheer- 
leader for a new round of top-level trade 
zalks in the wro, with standards for GM 
foods as a headline issue. Brazil's outspoken 
support for a new round was music to the 
rich traders' ears. But on second thoughts, 
Brazil has decided to make an agreement on 
agriculture, based on access to rich countries' 
markets, a precondition of a new round. 

This closely parallels the line taken by 
India, a leader of poor countries in trying to 
ensure that America and Europe deliver on 
the market-access promises they made in 
the Uruguay round. In exchange for accep- 
tance of international standards for intellec- 
tual-property rights, poor countries were 
meant to get a warm welcome for their ex- 
ports of labour-intensive goods such as farm 
products and textiles. That was supposed to 
include an end to export subsidies, which 
make crops artificially cheap on world mar- 
kets, in both America and Europe. But al- 
though America has a timetable for elimi- 
nating such subsidies, and Europe plans at 
least to scale them back, neither has pro- 
posed to scrap them until long after they had 
hoped to complete a new 





also stonewalling on a bi- 
lateral agreement with 
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round оѓ trade talks. In the 
meantime, intellectual- 





China that it needs to enter 
the wro. That accession, as 


property rights have risen 
up to bite the rich countries 





recent months have made 


back: India, for instance, 





clear,is America's top prior- 
ity in trade policy. And 


has decided that knowl- 
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Mike Moore, the уто? di- 
rector-general, says that 
China's entry is “probably 
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THE TRADE AGENDA 
paying royalties. This sort of gesture might 
seem petty, but it demonstrates developing 
countries’ new determination to get what 
they can from the system. 

Egypt and South Africa have also gained 
in influence. They are not superstars, but 
they have enough of the right ingredients— 
developed industries, educated people, rela- 
tively strong legal systems and decent infra- 
structure—to make a difference. Other coun- 
tries have banded together to find strength 
in numbers. The Cairns Group, whose mem- 
bership includes Canada and crop exporters 
from the Pacific and South America, has fol- 
lowed the Americans and Europeans in 
putting forward itsown comprehensive pro- 
posal for agricultural reform. Next week, all 
of Africa's trade ministers, including the 20 
members of the Common Market for East- 
ern and Southern Africa (comesa), will meet 
in Gabon. All of these countries share a sin- 
gle mission: to see to it that rich countries 
honour past commitments, and to offer al- 
ternatives to their proposals in future. 


Sleeping giants awaken 

Even the most prodigious grumblings and 
stallings of Brazil, India, Mexico and their co- 
horts may soon be put to shame. When 
China enters the wro, perhaps by the mid- 
dle of next year, America and Europe will 
face a contender with the potential to be a 
heavyweight champion—and a prickly one, 
to judge by its recent behaviour. Exactly 
when and on what terms China will join the 
уто is still in question, thanks to the coun- 
try's foot-dragging on technical issues and 
over the timetable for implementation of 
trade agreements. China has always wanted 
to be a part of the next wro round. In Sep- 
tember the prospect of new talks appeared 
sufficiently distant to merit some backslid- 
ing on accession. China is balking at accept- 
ing greater commitments to free trade than 
other developing countries, to which the 
wro normally grants special treatment. But 
China, as the big two have emphasised, is no 
ordinary developing country. 

The latest talks іп Geneva this week have 
yielded agreement on most of the legal re- 
quirements of China's accession. Trade big- 
wigs from America and Europe still insist 
that China could join the wro by the end of 
the year, in time to become part of Bill Clin- 
ton’s presidential legacy. This optimism may 
be misplaced, but even a conservative esti- 
mate, taking into account technical details 
yet to be fixed in the multilateral pact, is that 
China will accede by the third quarter of 
2001. One of the surest signs that China is 
truly close to accession comes from just out- 
side its own borders. Russia, another messy 
candidate for wro membership, restarted 
talks with America, Canada and Europe this 
week after a period of dormancy in its 
seven-year-old application. Lagging too far 
behind China in wro membership would 
be embarrassing to Russia, as well as isolat- 
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ing it froma key policymaking unit. 

Pretty soon, indeed, the wro’s chamber 
may look a lot more like the United Nations 
Security Council; all the juggernauts will be 
represented, and each will have veto power. 
Observers of the un might shudder to think 
of China and Russia as potential consensus- 
breakers in yet another big international 
organisation, but at least in the case of the 
уто, all countries will have the same power. 
As Mr Moore puts it, consensus is both “our 
strongest point and our weakness." 

Given this consensus-based system, and 
after the Seattle fiasco, it seems bizarre that 
Charlene Barshefsky, America's trade repre- 
sentative, chose to announce last month that 
she and Pascal Lamy, Europe's trade com- 
missioner, had nearly agreed on an agenda 
for a new round of trade talks at the wro. 
Closed discussions have continued in 
Washington over the past week. It may 
sound like a stitch-up, but Mr Lamy still tries 
to put the best possible spin on it: “We don't 
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want to give the impression that the rest of 
the world just has to sign up as well." He has 
talked to other countries about the agenda, 
including those he calls his "allies" (Japan, 
South Korea and the East and Central Euro- 
pean countries) and some who do not merit 
that term (Argentina, Brazil, Chile, Egypt and 
South Africa). But many other, smaller coun- 
tries may be left waiting by the telephone. 
Andeven those to whom Mr Lamy deigns to 
speak may not see their wishes heeded; to 
Brazil's contention that a deal on agriculture 
must precede a round, his answer is blunt: 
“That will never work.” 


The lure of regionalism 


Tocomplicate the negotiations, the wro is no 
longer the only game in town. Bilateral and 
regional trade agreements have flourished 
during the past two decades, to mixed effect. 
Although deals between small groups of 
countries can contribute to a climate of lib- 
eralisation by fostering trade, they can also 
damage it by diverting trade away from 
more efficient producers. Mr Moore, as is his 
obligation, has consistently criticised coun- 
tries for circumventing the wro to draw up 
their own deals. But both the North Ameri- 
can Free-Trade Agreement and the Austra- 
lia-New Zealand free-trade area have 
landed on the positive side of the fence 
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(meaning that they seem to have expanded 
trade inside and outside the blocks), accord- 
ing to Anne Krueger of Stanford University. 
On the other hand, Mercosur (Argentina, 
Brazil, Paraguay and Uruguay) has been a 
cause of trade diversion. Though no data are 
available yet on Japan's recent spate of bilat- 
eral deals, both Ms Barshefsky and Mr Lamy 
cautiously welcome them as signs of further 
liberalisation within thecontextofthe wro's 
multilateral system. 

The most recent bilateral agreement to 
make news, last month's pact between 
America and Jordan, promises to create 
more of a stir. For the first time, America ex- 
tracted a pledge that its partner would not 
lower labour and environmental standards 
in order to reap trade gains. Poor countries 
see this deal as a worrisome and subtly pro- 
tectionist precedent; Mr Moore thinks it 
might drive some wayward souls back into 
the arms of the multilateral system. But it re- 
mains to be seen whether the new president, 
whoever he is, will persist with 
this kind of deal. 

In any event, he is likely to 
oversee the genesis of the Free 
Trade Area of the Americas, per- 
haps the biggest trading block of 
all. The rrAA has been founded on 
the notion that it can exist within 
the context of the wro. But, as Ms 
Krueger points out, the risks to the 
multilateral system's survival can 
only mount as the world is 
increasingly carved up into free- 
trade blocks. Regionalism in trade, 
in short, makes it more and not less impor- 
tant to keep the process of wro trade liberal- 
isation going. 


Clashes of the titans 


America and Europe also have their own 
problems to solve, even as they worry about 
China, the new round and other countries’ 
deals. The past month has seen modest pro- 
gress on their three biggest disputes: Eu- 
rope’s import regimes for hormone-treated 
beef and bananas, and America’s Foreign 
Sales Corporation (rsc) tax code, which 
gives exporters subsidies through tax credits. 
Although the end may not be in sight for 
these trade tiffs, the summer's uneasy stale- 
mates have for now been broken. 

The long-running dispute over Europe's 
ban on imports of hormone-treated beef 
now looks the most likely to be settled. Nego- 
tiators appear to have agreed on a frame- 
work for a deal: America will drop the beef- 
related portion of its punitive tariffs on Euro- 
pean goods (the “carousel” sanctions) in 
return for greater access to Europe's market 
for hormone-free beef. American retalia- 
tion, worth $17m a year, would then be 
phased out over several years to give beef 
producers time to reduce hormone use. 

Talks on Europe's regime for importing 
bananas have also taken some halting but 
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Lighting the way across Asia's skies 


Inchon International Airport, Korea - The Winged City 
Seoul's new international airport 
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constructive steps. The latest proposal from 
Brussels was panned by the United States 
and its partners in Latin America, but the set- 
back was shortlived; the same seven coun- 
tries from Latin America turned around two 
weeks later to back an old proposal from Ca- 
ribbean producers, mostly former colonies 
Europe has sought to protect. Another 
breakthrough came when Dole, the bigger of 
America’s two banana giants, added its sup- 
port to the Caribbean proposal. But the other 
big firm, Chiquita, rejected the plan. Itisnow 
up to the American government and pro- 
ducers in Africa and the Pacific to decide 
how to proceed. In the meantime, America 
continues to impose $191m in punitive tariffs 
on European goods, in accordance with the 
wTO's ruling that Europe's regime discrimi- 
nates unfairly against producers and ship- 
persin the Americas. 

Although the beef and banana disputes 
topped the transatlantic trade agenda over 
the summer, they faded a little from the 
limelight as Mr Clinton delayed the an- 
nouncement of a new carousel of targets for 
the sanctions. Now the biggest flashpoint is 
America's system of tax subsidies for its big 
exporters through rscs. Europe won a ruling 
in the wro that requires America to replace 
the tax code or make restitution for damage 
to European companies. Congress missed 
the initial deadline, October ist, for passing 
new legislation. The European Commission 
extended the deadline to November ist, but 
that date has also passed with the House of 
Representatives and Senate unable to agree 
on a compromise. The deadline for action 
within the auspices of the wro's dispute-set- 
tlement body is November 17th. After that, 
Europe can impose sanctions retroactive to 
November 1st or, if a new rsc tax code is 
passed, ask for a review of its compliance 
with the wro's rules. In trade policy, how- 
ever, few deadlines are ever absolute. Mr 
Lamy simply says, "My options are open." 

At the bottom of these and a host of simi- 
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lar trade disputes (see the scorecard above 
for the main ones), one can usually find po- 
litical horse-trading with industries seeking 
protection. Trent Lott, the Senate’s majority 
leader, is about to supply an example. His 
move to give Chiquita, which has planta- 
tions in Latin America, a veto over any settle- 
ment of the dispute on bananas, has made 
many wonder if Congress sees trade as any- 
thing more than a political football. 

Europe faces some of the same internal 
concerns. In September, it began to imple- 
ment an agreement with America, Canada 
and Japan to grant unrestricted access to its 
markets to the world’s poorest countries. But 
a proposal by the European Commission in 
September to end duties and quotas on the 
world’s 48 poorest economies on all goods 
except arms has run into what Mr Lamy calls 
“not unexpected difficulties” among mem- 
ber countries. The biggest problem is sugar, 
which some members want to make an ex- 
ception to the policy. 

Europe and America also face a chal- 
lenge over their domestic public opinion. GM 
foods offer just one example. One goal of a 
new trade round will be to institute wro- 
wide standards for importing GM foods. But 
until definitive proof of their safety is re- 
ported by a European authority—the words 
of foreign watchdogs seem to make little dif- 
ference—sensationalist fears of strange dis- 
eases or mutant species will restrict Europe's 
ability to make a deal. The artificial protec- 
tion of farmers in America and Europe is an- 
other example. The wro is determined to 
eliminate export subsidies throughout its 
membership, but try telling that to the House 
of Representatives—or to the French govern- 
ment. Frustration with rich countries’ in- 
transigence reaches from grass-roots protes- 
ters in Seattle and Prague all the way to 
thetop;even Mr Moore bemoans the 
snail's pace at which America and 
Europe have implemented reforms 
to their markets for agricultural pro- 
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ducts and textiles. "Sometimes 1 feel like 
joining the kids outside," he says. "When: 
they say the system's unfair, they're not al- ^ 
ways wrong." 














Window of opportunity 
In constantly juggling the conflicting goals of 
domestic protection and the openingofnew 
markets, America and Europe have made a: 
habit of offering small carrots—and occa- 
sionally big sticks—to prospective tradin 
partners. But as Ms Krueger puts it, "there's 
difference between [America’s and Europe's] 
power as agenda-setters and their actually. 
doing something." And emerging economies 
have given notice that they will no longer be 
easily appeased. : 
The days when two trading blocks could 
set trade policy for the world have gone. The: 
big powers’ positions, and those of their 
smallest trading partners, are clear and en- 
trenched. For that reason, it may be the 
emerging powers who will increasingly take: 
the lead. The new American president and 
his European colleagues will have toget used: 
to that if they are to preserve and strengthen 
the world’s multilateral trading system. And, 
given the risk of a downturn in the global: 
economy some time during the next fou 
years, that task is more urgent than ever. 
pn———————— E i 
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Through an outstanding ability to focus 
sounds into a beam and interpret the 
returning echoes, dolphins are masters of 
sound imaging. 


Through bringing value-enhancing ideas to 
our clients, our Investment Banking and 
Markets business delivers a world class corporate 
advisory service to the telecommunications 
sector, We have established a leading 
position through our international advisory 
and equities expertise and a relentless 
commitment to client service. 


During the last year, we have advised some 
of the world's largest telecommunications 
companies on strategic acquisitions and 
capital raisings. 





International Digital Adviser to International Digital 

Communications Communications on the ¥69 billion sale 
of 8096 af its equity to Cable & Wireless 

NTT DoCoMo Adviser to NTT DoCoMo on its 
acquisition of a 15% strategic stake in 
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wiser to Société Européenne des 


Société Européenne des 

Satellites Satellites on the USSE milton 
acquisition of a 24% stake in AsiaSat 

Orange ‘Adviser, to Orange on the £20 billion 
aciuisition by Mannesmann 

Telenor. З Adviser to Telenor on the restructuring of 
its interest in ESAT Telecom Group 

Thus : Global очева manager on its £2.2 Боп 

L i initial public offering © 
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The hollow promise of Intemet 
banking 


Internet banking has failed to live up to its promise, both for traditional banks 
and for the upstarts that were supposed to wipe them out 


NTIL six months ago, no self-respecting 

financial consultant would travel 
without it: the bar chart showing that the 
marginal cost of Internet banking transact- 
ions was a tiny fraction of the cost of branch 
banking. It was the chart that launched doz- 
ens of stand-alone Internet banks. Unshack- 
led from the cost of real property—and real 
people—interet banks would, it was 
claimed, blow stuck-in-the-mud incum- 
bents out of the water. However, as Roberta 
Arena, director in charge of the Internet for 
HSBC, a British banking giant, remarks wryly: 
"Easy to say; tough to do." 

Now Internet banks around the world 
are faltering. Part of the reason is that their 
physical rivals have become wiser, launch- 
ing their own integrated “clicks ’n bricks" 
strategies that offer customers electronic ac- 
cess as well as dark satanic branches. But 
they are not undisputed winners either. 
They are finding that the Internet is, at best, a 
Zero-sum game. 

The decline of the stand-alone Internet 
bank has been a global phenomenon. In 
America, Wingspan, one of the e-pioneers, 
announced in October that next year it will 
share  information-technology facilities 


with its parent, Bank One, in order to save 
money. First-e, a Dublin-based Internet- 
only bank valued at €14 billion ($11 billion) 
when it was acquired by Spain's BBVA in 
March, has laid off staff and cut experisive 
television advertising. Marbles, an Internet 
credit card offered by Britain's нес Bank, is 
also switching from Tv advertising to 
cheaper direct mail; and ses, a Swedish bank 
which has said that it sees the Internet as a 
means of expanding overseas, nonetheless 
acquired вёс in Germany because of its 170 
physical branches. 

Egg, which was established two years 
ago by Prudential, Britain's largest life in- 
surer, has seen its value subside since it was 
launched on the stockmarket this spring; 
and Halifax's stand-alone Internet bank, 1r 
(for "Intelligent Finance"), opened eleven 
weeks later than planned, and then only asa 
telephone bank. A15, Ireland’s biggest bank, 
dropped its own plans for a stand-alone In- 
ternet bank at the end of October after con- 
cluding that its customers preferred to havea 
choice of channels. In Japan, never known 
for being at the forefront of financial innova- 
tion, Sanwa Bank is abandoning plans to set 
upa ¥15 billion ($140m) stand-alone Internet 



































bank, having seen their poor performance _ 
elsewhere—which leaves Japan with 
one online option: Japan Net Bank. 


Customer inconvenience i 
Why has the online “revolution” faded so 
fast? The biggest problem has been that, for - 
all their talk of liberating customers from the 
yoke of traditional branches, Internet banks | 
did not think clearly about what customers 
really wanted. For a start, they like to know. 
that their money is secure. And whether itis 
fair or not, customers fret about the security _ 
of online transactions. Just as worrying is the: 
thought that somebody else can find out: 
your bank-account details, even if they can- . 
not do anything with them. Traditional: 
banks are still thought to be more secure, 
even though, as Barclays showed this sum- 
mer, they too can bungle software upgrades 
and give one customer's details to another. `- 

Convenience was supposed to be the big 
attraction of Internet banking. But service 
has proved unreliable. Servers crash and 
connections can be slow, especially over 

ome telephone lines. Often it is easier, and. 
quicker, to telephone. Internet-only banks. 
have also been slow to offer a full product 
range. The convenience of online banking is. 
greatly diminished if a customer has to. 
maintain a current account, for example 
offline. And Internet banks have discovered 
that customers have a stubbornly persistent 
preference for buying long-term saving 
products face-to-face. Egg is now consider- 
inga link with a high-street firm for this very - 
reason. 

Customer resistance to Internet-only 
banking has slowed revenue growth. This is : 
of crucial importance to e-banks that were | 
relying on that consultant's chart. Marginal. 
costs for internet transactions may be negli 
gible, but fixed costs are anything but. Hali 
fax put aside £100m ($145) for 1r and its _ 
1,100 staff. 5 

Many Internet-only banks based their: 
business plans on the assumption of rapid: 
customer recruitment. But new Internet 
only banks start with no customers at all. In: 
order to get them, they had to spend. real 
money—in Marbless case, for example, 
some £25m to date—to build consumer: 
awareness. Then, to retain them, they have 
had to offer appealing (and unsustainably : 
unprofitable) returns. Eventually, every- 
body in the market was doing the same. 

ABN Amro, a Dutch multinational bank, 
reckons that Britishonline banks have plans 
to attract 3.5m customers by the end of 2002. 
But Forrester, an Internet research organisa- 
tion, reckonsthe total marketis just 2m. Most 
of the targeted customers already bank else- 
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When countries don't count 


HAT has most influence on the 

movement of a company's share 
price: the company's individual perfor- 
mance; that of its industrial sector or its 
country; or great global market shifts? It is 
anold debate, butone that has been given a 
new twist by the arrival of the euro. Over 
the past two years, the country effect has 
come to count for far less within the euro 
area (see chart). Country stock indices have 
been far more closely correlated since June 
1998 than before. Sector indices, on the 
other hand, have become much less so. 

That.does not, however, seem to have 
reduced the scope for disagreement over 
investment strategy. Goldman Sachs апа 
Morgan Stanley Dean Witter, two top 
American. investment banks, currently 
disagree about what are the most signifi- 
cant influences on European share-price 
performance. For Goldman, stock-specific 
factors are the key driver—the company's 
profits or its promises, for example. Gold- 
man says in a recent report that "stock- 
specific factors outweigh the effect of 
both" country and sector factors. 

Morgan Stanley, on the other hand, is a 
strong believer in a “top-down” approach 
that starts by looking at the performance of 
entire industries or market sectors. Peter 
Fanelli and Michael Urias, two analysts 
with the firm, claim that the top-down ap- 
proach is seven to ten times more powerful 
in its impact on a portfolio than a bot- 
tom-up analysis of individual shares. This 
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acloselook at Be Amoco. 

Both Morgan Stanley and Goldman 
Sachs agree that global market movements 
affect all stocks and that, thanks partly to 
the launch of the euro, country factors 
within Europe are losing importance. Mor- 
gan Stanley's Horacio Valeiras says that 
sector and country factors are equally im- 
portant in explaining stock performance 
across the world, while sector consider- 
ations account for about two-thirds of the 
effect in the euro area. 

The trend to sector-based analysis has 
intensified since the birth of the euro. In 
theory, fund managers have been able 
freely to invest throughout the European 
Union ever since the abolition of capital 
controls in 1990. In reality, however, "best 
practice” rules in many member countries 
have required that, for example, a French 
pension fund matches its assets against its 
liabilities. The effect has 


Most money managers who had not 
made the shift toward sector-based analy- 
sis before the euro's launch have since re- 
vised their strategy. Merrill Lynch, another 
American investment bank, found in a re- 
cent survey of European fund managers 
that only 10% thought that countries mat- 
tered for their investment decisions, but 
76% said it was crucial to be in the right sec- 
tor. In October 1997, half of those surveyed 
said it was more important to be in the 
right country and only 20% said that the 
sector was the key. 

Even so, a blinkered sectoral strategy 
for Europe is not yet enough. Microeco- 
nomic differences between members of 
Europe’s monetary union remain huge. 
“EMU is far from an optimal currency 
area,” says Victoria Shipton, an equity 
strategist at Merrill Lynch, while Com- 
merzbank says that “structural change in 
Europe may periodically give us large 
country” influences on returns, 

Despite the new starring role for sec- 
tors, then, country factors 








been. that, to avoid cur- 
rency risk, its investment 
would go into French as- 
sets, since its liabilities were 
largely in French francs. 
The rule is still in place, but 
with the advent of the euro 
the currency risk has gone. 
“This is one of the greatest 
advantages of the single 
currency, and one that is 
rarely mentioned,” says 
James Sproule, a strategy 





are not going to disappear 
altogether. Recent fiscal 
reforms in Germany and 
France (as well as Italian 
and Belgian proposals 
that are in the pipeline) 
show that  euro-area 
economies can still go 
their own way in key ar- 
eas. Until the economic 
picture is more even, na- 
tional differences will re- 
main a part (albeit a 











means, for example, that analysis of the oil analyst at Dresdner Klein- shrinking one) of Europe's 
industry can haveafargreaterimpactthan wort Benson. investment equation. | 
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where. The bricks’n mortar banks may have good news for them. Jose Fonellosa of  Lloyd's of London 


been slow on the uptake, but most now al- 
low customers to do all their banking online. 
And they have been forced to respond—if 
grudgingly—to the “online only” banks’ pric- 
ing. The result is that online banking is actu- 
ally still growing, but mostly among tradi- 
tional banks. 

So far, however, none has found that the 
Internet has delivered what it first promised: 
lower costs. Cap Emst & Young, a firm of 
consultants, reckons that the Internet cut 
British banks’. costs by just 0.1% last year 
when they were, somewhat heroically, hop- 
ing for a 25% cut. Worse still, on the revenue 
side they have found, says HsBC's Ms Arena, 
that the Internet is the consumer’s friend. 
HSBC itself was forced to cut its British mort- 
gage rates to 6.75%, and promised that it 
would never exceed base rates by more than 
`. one percentage point, in response to à price 
war in home loans. 

The Internet may not have brought 
about the wholesale cannibalisation of tra- 
ditional banks’ business, but it is still not 
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Spain's BBVA, which acquired first-e, says 
that the Internet is at best a zero-sum game 
for banks. He defends his massive invest- 
ment as a defensive move, saying: "If I'm not 
there, someone else will be." 

Big banks are now wrestling with how 
best to use the Internet, and some of their 
plans look distinctly off-centre. Lloyds rss, a 
British bank whose share price has been 
hammered because investors thought it had 
not "got" the Internet, has now gone to the 
other extreme. It has a "portal" leading to 
other people's websites, and hopes to earn 
commissions when, for example, its custom- 
ers use it to lease new cars. 

Bankinter, a Spanish bank, developed 
data-mining techniques to such an extent 
that it has been able to set up a useful busi- 
ness as a private detective agency for suspi- 
cious spouses. It is a long way from the origi- 
nal dream of click "n borrow, but then the 
Internet was never going to change business 
in predictable ways. 
€——— n M € € ——— — ж 


Shipshape? 


ET again, Lloyd's is off the hook, after an 
eight-month trial at a high court in Lon- 
don. On November зга the world's oldest in- 
surance market was found not guilty of de- 
frauding 230 "names", or private investors, 
who claimed to have been misled about the 
extent of impending claims related to asbes- 
tos-linked diseases when they decided to 
join Lloyd's. 
But Lloyd's can hardly afford to rest on 
its laurels. Its losses for the three years 1998- 
2000 are estimated by Moody's, a rating 
agency, to be more than £3 billion ($4.5 bil- 
lion). Lloyd'sisin the midst of the most pain- 
ful restructuring exercise in its history. And 
Sir William Jaffray, who leads the group of 
disgruntled names, may yet appeal against 
the high-court ruling, 
So Lloyd's is not yet out on the open sea. 
But while Europeans, and Britons in particu- 
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lar, are sceptical about the old-fashioned, 
originally marine market that started life in a 
17th century coffee shop, Americans are now 
signalling their faith in its future. Warren 
Buffett, the financier at the helm of Berkshire 
Hathaway, an insurance-oriented conglom- 
erate, recently bought Marlborough, a loss- 
ridden managing agency that oversees three 
syndicates, from CGNU, a British insurer that 
is pulling out of Lloyd's altogether. 

Mr Buffett added Marlborough to D.P. 
Mann, a Lloyd's managing agency that Berk- 
shire took over two years ago. With two 
managing agencies, Berkshire now repre- 
sents about 5% of the Lloyd’s market. Given 
the conglomerate's vast resources, its pres- 
encecould become even stronger. 

Mr Buffett is not the only American to 
believe that Lloyd’s has a bright future. In the 
spring, Markel, a Virginian insurer with a 
penchant for exotic risks, took over Terra 
Nova, a British firm that controlled eight 


*5% following acquisition of Marlborough 
Management; AM, Best 


Sources: Fairholme Capital 


syndicates at the time. “We are either really 
smart or really dumb,” says Steve Markel, 
vice-chairman of the publicly traded com- 
pany. Alleghaney in New York and the Tren- 
wick Group in Connecticut also recently 
moved into Lloyd’s, and a number of Ber- 
mudan insurers (including Ace and xı) have 
hada presence in the market for even longer. 
These overseas companies bring not only 
large amounts of capital but also disciplined 
underwriting standards. 

Part of the explanation for the trans- 
atlantic inroads into Lloyd’s could be an ex- 
pected upturn in the insurance cycle. Ac- 
cording to analysts, the American insurance 
market is picking up after a difficult stretch. 
Next January, when many policies are re- 
priced at Lloyd’s, the recovery of the market 
could start to reflect stiffer rates and terms in 
London, says Bruce Berkowitz, a partner at 
Fairholme Capital, an investment manager. 

So will their punts pay off for Mr Buffett 
and his compatriots? Much depends on 
Lloyd’s ability to exploit its expertise in in- 
suring unusual risks, and its vast network of 
contacts. Although Lloyd's in its present in- 
carnation is a shadow if its former self, its 
geographic reach and the range of policies 
that itcan offer are still formidable. Without 
the Lloyd's brand, it is extremely expensive 
for individual insurers to set up offices 
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throughout the world. 

Pricing risk correctly remains the biggest 
problem, as Lloyd’s continues to undercut 
competitors’ prices for insuring exotic risks. 
But if the market can kick that habit, the 
Americans and Bermudans may not regret 
their move to London. 

—m 





Petrodollars 


Whither? 


HENEVER a big lottery winner ap- 

pears on television, the first question 
he is asked is, “How are you going to spend 
it?" It is surprising that few people have 
asked the same of the Organisation of Petro- 
leum Exporting Countries (opec) in the past 
few months. Having won the world's latest 
commodity lottery, through a tripling of oil 
prices since the end of 1998, ОРЕС members 
are salting away huge new surpluses. And 
what they are choosing to do with them 
could have a big impact on global markets. 

Because oil is traded for dollars, rising oil 
prices can, by themselves, increase demand 
for the American currency: it simply takes 
more dollars to perform all those high- 
priced transactions. But what the recipients 
of these extra “petrodollars” have been do- 
ing with them is what counts most. 

In oPEC's case, governments have used 
the money to pay off dollar-denominated 
debt, much of it incurred maintaining the 
huge capital projects that were undertaken 
with the last big wave of petrodollar sur- 
pluses. And it has also used the money to 
bump up foreign-currency reserves, almost 
all of which are held in the form of American 
Treasury bonds. 

Private firms in ОРЕС countries have 
funnelled their money into 
American and European 
banks, as well as into a small 
amount of imports. But all in 
all, most of the funds have 
stayed as they began—as 
greenbacks. And with Ameri- 
can Treasury bond prices fall- 
ing now that the markets be- 
lieve the Fed is no longer about 
to cut interest rates, OPEC 
seems unlikely to end its bond- 
buying spree for some time. 

That is not good news for 
the troubled euro. Petrodollars 
may not be the most powerful 
force moving the single Euro- 
pean currency, but the change 
in opec’s holdings of us Trea- 
suries during the past year has 
been of much the same magni- 
tude as the European Central 
Bank's interventions in sup- 
port of the euro. If OPEC mem- 
bers continue to convert their 


One way to recycle those surpluses 
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petrodollars into American Treasury bonds 
at the rate of $1 billion a month, the ECB could 
be kept busy. 

What happens to petrodollars that end 
up in banks’ coffers is of particular interest to 
emerging economies that do not export oil. 
During the last extended period of petrodol- 
‘ar surpluses, in the 1970s, western banks lent 
their new deposits to developing countries, 
most of them in Latin America and Asia. This 
zime, the surpluses have not yet reached a 
size at which those countries will notice the 
difference. Recovering Asian economies, for 
zhe moment, are relying more on bond issues 
and funds from private portfolio investment 
chan on bank loans. 

Janet Henry, who monitors oil produc- 
ers’ finances for нѕвс, says that oil prices 
would have to rise to some $70 a barrel before 
symptoms similar to those of the 1970s—big 
movements in currencies and big loans to 
:he developing world—began to appear. 
And not even a prolonged conflict in the 
Middle East may bring about such an in- 
ated price. The man who coined the term 
**petrodollar", Ibrahim Oweiss of George- 
:own University, doubts that the oil price 
will continue to rise. A veteran of the Egyp- 
tian cabinet in the years of huge petrodollar 
surpluses between 1974 and 1980, Mr Oweiss 
maintains that oil prices will fall because the 
world actually has an oversupply of the 
black stuff. The real problems, he says, are a 
shortage of storage capacity and the refin- 
eries’ inability to deal with big volumes. 
Once those parts of the supply chain catch 
up, prices should drop. 

Until then, the winnings from the oil lot- 
tery will continue to affect world markets. 
For one thing, with credit tight in America as 
corporate profits there tumble, they could 
add some welcome liquidity to America's 
thirsty markets. 
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Junk bonds 


Holed 


NEW YORK 


HE junk-bond market blew up spec- 

tacularly at the end of the 1980s, and its 
creator, Michael Milken, ended up in jail. 
Ever since, Wall Street's slick salesmen have 
been trying to rebrand the debt of compa- 
nies that are of less than blue-chip quality as 
sober-sounding “high-yield bonds". Alas, 
the recent sharp fall in the prices of these 
bonds suggests that, after all, junk was a bet- 
ter epithet. Anybody who owns the stuff is 
trying to sell it, but itis hard to find a buyer at 
almost any price. Fears are growing that this 
is a leading indicator of a coming crisis in the 
credit markets that could have nasty econ- 
omic consequences. 


There are about 3,000 domestic junk is- 
suers in the United States. According to 
Bianco Research, there are only about 40 is- 
sues on which investors can now get a bid or 
offer from a dealer. In normal times, they can 
get a price on most. The median junk yield is 
at its highest since 1991, two percentage 
points higher than a year ago. More worry- 
ing still, a growing number of investment- 
grade bonds are trading as if they were junk. 

In the past, corporate-bond prices have 
been as bad as this only ina recession or dur- 
ing a financial crisis. Though excessive issues 
of junk and an increase in leverage might ac- 
count for some of the price deterioration, the 
American economy is still growing, and the 
financial system is not (yet) in the grip of a 
panic. So has the market overreacted? Or has 
it seen something that Wall Street’s Pangloss- 
ian economists and credit-rating agencies 
have missed? 


Some credit experts now fear that the 
“new economy” will be bad for corporate 
debt of all sorts, because it will neither de- 
liver profits to new Internet companies nor 
allow “old economy” firms to continue to be 
as profitable as in the past. However fast the 
economy grows, under this scenario, profits 
will be destroyed (and thus bond defaults 
will rise). There is also a danger that the mar- 
ket may turn its fears into a self-fulfilling 
prophecy by starving needy companies of 
cash and forcing them over the edge. But a 
recent optimistic report by economists at 
Goldman Sachs is entitled “Credit crunch: 
less than meets the eye.” It points out that 
junk—sorry, high-yield—bonds account for 
only 5% of the total American fixed-income 
market, and argues that, even if the junk 
market shuts completely to new issuers, 
banks would pick up the slack. 

Well, maybe. According to a recent re- 





Mutual suspicion 


NEW YORK 


HE mutual-fund industry in America 

used the British unit trust as a model. 
Yet recent studies show that the American 
industry has for decades outperformed its 
British counterpart. Why? 

Evidence of the disparity is to be found 
in two studies, one published this summer 
in the Journal of Asset Management*, and 
another (Mutual Fund Performance and 
Manager Style, by James L. Davis) to be 
published soon in the Financial Analysts 
Journal. The authors of both articles work 
for Dimensional Fund Advisors,an Ameri- 
can investment firm which looks after as- 
sets of $35 billion, almost entirely on behalf 
of American investors. 

One of the basic problems suggested 
by the earlier study is that the British unit- 
trust industry may have suffered from in- 
sufficient scrutiny. British unit trusts have 
tended to be less forthcoming than the 
American industry, which has long fol- 
lowed standardised disclosure require- 
ments. Long-term studies on the perfor- 
mance of American mutual funds were 
first published in the 1960s. One of the au- 
thors of the recent studies, Rex Sinquefield, 
made his reputation in the 1970s with an 
academic paper on American investment 
returns. He says he was stunned that there 
was no long-term examination of the Brit- 
ish market. He has had to rely on informa- 
tion from Micropal, a data-tracking service 
which extends back only as far as 1978, 
largely because information before then is 
incomplete. 

Since the intention of the study was to 
judge how well unit-trust managers per- 
formed (rather than answer the slightly 
different question of how well investors 





did), the harmful impact of costs 
associated with buying into the 
funds, a big issue in Britain, was 
eliminated. Yet, even after making 
allowances for transaction costs, 
the results are depressing. Unit 
trusts on average perform about 1.5 
percentage points a year worse 
than whatever index they are in- 
tending to outperform. The most 
abysmal trusts are those that have 
been killed off—the fate of about 
one-third of the 800 that were 
around at some point during the 
period covered by the study. 

Even the survivors have little to boast 
about. This is especially true for trusts in- 
vesting in small companies, the area where 
the market is most likely to be inefficient 
and, therefore, where professional skills 
should be particularly worthwhile. “There 
isn't much expertise among the experts,” 
concludes Mr Sinquefield. 

Perhaps the most damning finding of 
all, though, comes from comparing the 
British study’s results with those of the yet- 
to-be-published article on the perfor- 
mance of American mutual funds. It shows 
that the Americans do about half a per- 
centage point better every year than the 
British, a small enough number to start 
with, but one that can rapidly become 
large when compounded over time. 

One possible reason for the different 
results is higher management fees. Put to- 
gether, however, the two studies suggest 
that British unit trusts’ fees are only a bit 
more expensive, and that was not the real 
cause of underperformance. Nor, Mr Sin- 
quefield says, was it the investment ability 





Bad old days at the LSE 


quefield, “I would say they will be similar 


* Performance of ux Equity Unit Trusts, Journal of Asset 


of the managers. Unit trusts account for 
about 13% of the British equity market, 
which means that, to a significant extent, 
these managers are the market. 

So whatis the problem? Mr Sinquefield 
infers that the fault lies with the hidden 
costs that come from trading in the London 
markets. These costs may be particularly 
egregious for small-company shares that 
have the least liquidity. It is an insidious 
problem, disclosed in no annual report 
and visible in no listings of investments. 

But the problem should disappear 
with the integration of the world’s stock 
exchanges. In future, ifinvestors cannot get 
a good deal trading in one country’s equity 
markets, they will trade the same shares on 
another's. “If I were to make a forecast of 
results over the next 20 years,” says Mr Sin- 


in the uk and American industries." 


Management, Vol 1, 72-92, by Garrett Quigley and Rex A. 
Sinquefield. 
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port by bank regulators, problem loans 
among syndicated lending to companies by 
groups of banks rose to 5.1% in the second 
quarter of this year, up from a record low of 
2.5% in 1998. Goldman Sachs points out that 
this is still low by past standards, and that 
the rise probably reflects excessive lending іп 
1997-98. The problems will shrink from now 
on as the less generous lending of 1999-2000 
works its way through the system. 

But Charles Peabody of Mitchell Securi- 
ties is not convinced. He points out that, al- 
though there has been less syndicated lend- 
ing over the past couple of years, much of it 
has been to risky telecoms and technology 


Taiwan's financial system 


firms. Moreover, bank regulators are becom- 
ing tougher with banks about loose lending 
practices, which could mean that less credit 
is available at just the same time as the bond 
market is shut—in sharp contrast to the last 
junk-bond freeze in 1998. 

Carol Levenson of Gimme Credit, a re- 
search service, says she has never seen such a 
large divergence between the view of risk- 
iness that is outlined by bond-rating agen- 
cies and that suggested by the market price 
of corporate debt. It would be best to hope 
that the experts in the agencies are right. If 
they are not, it may be more than corporate 
debt that is reduced to junk. 





Too many debts to settle 


TAIPEI 


Taiwan stood out as a special case during the Asian crisis of 1997. It doesn't 


look so special any more 


€€ J'M QUITE confident that the financial 

status of Taiwan is still safe,” says Yen 
Ching-chang, the countrys new finance 
minister. He then goes intogreat detail about 
the subtleties that distinguish Taiwan from 
Japan, South Korea and South-East Asia. 
Whatever is about to transpire in Taiwan, he 
implies, cannot be as bad as what has hap- 
pened in those other places. Yet if he appears 
to belabour the point, it is with good reason. 
For analysts increasingly worry that Taiwan 
will, in fact, suffer its own (belated) version 
of the Asian crisis—perhaps even before the 
Chinese new year in January. 

The campaign by Taiwan's opposition 
parties to unseat the president, Chen Shui- 
bian, which this week moved into high gear 
(see page 42), is only one cause for concern. 
Taiwan's stockmarket has fallen by 35% since 
Mr Chen was elected in March. In much of 
the country, the property market has fallen 
by over 50% since 1995, and the biggest cor- 
porate conglomerates are having trouble ser- 
vicing their debts. 

Credit in Taiwan is often se- 
cured against shares or property, 
so the value of collateral is van- 
ishing at the same time as debtors 
are defaulting. Bad loans have 
now risen to record highs—5% of 
the total according to the govern- 
ment, but two to three times that 
level according to analysts. Many 
fear that there is a full-fledged 
banking crisis in the offing. 

It was not supposed to be like 
this. Taiwan long prided itself on 
being economically more virtu- 
ous than others in the region. As а 
“pariah state”, threatened by the 
Chinese mainland and excluded 
from membership of the World 
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Yen Ching-chang’s predecessor waves farewell 


Bank and the mr, it has always known that 
it cannot afford any type of serious crisis. 
Thus it has a stabilisation fund ready asa last 
resort to support a plummeting stockmarket. 
The fund has been intervening this year, but 
to little avail. 

Taiwanese politics bear much of the 
blame for the mess. Rather like Japan, its for- 
mer colonial master, and the other “tiger” 
economies of East Asia, Taiwan has its own 
version of crony capitalism. The Kuomin- 
tang (кмт), the party that ruled the island for 
50 years until Mr Chen’s election, also owns 
many businesses, and it influences many 
more through board seats or personal rela- 
tionships. 

It was the differences of Taiwan, how- 
ever, that stuck out when financial crisis hit 
East Asia in late 1997. Taiwan’s companies 
had borrowed less—and far less in foreign 
currencies. Taiwan had a healthier balance 
of payments and could defend its currency. 
And Taiwan had a vigorous high-tech in- 
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dustry that depended more on demand in 
the West than in other Asian economies. The 
conventional wisdom became that Taiwan 
had weathered the Asian crisis through 
sheer economic strength. 

Instead, a different crisis was brewing. In 
late 1998, Taiwan's own stockmarket bubble 
burst, and some 30 companies—most with 
interests in property and close to the кмт— 
came near to bankruptcy. The kmt-led gov- 
ernment at the time deciced to rescue them 
by pressuring banks to roll over their loans. 
The conglomerates, meanwhile, bought or 
started theirown banks—a practice that had 
contributed to the financial rot in other 
Asian "crisis economies". And the кмт grew 
ever more desperate to stave off systemic 
collapse, absorbing two banks outright and 
leaning on others, against their better in- 
stincts, to keep lending. It “used paper to 
cover fire", says Norman Yin, a professor of 
5ankingat Taipei's Chengchi University. 

Lately, it appears, everything has started 
то до wrong at the same time. Stockmarkets 
have dropped in America, pulling down 
markets elsewhere. Semiconductor prices 
nave been falling, thus weakening Taiwan's 
once-strong high-tech sector. The new gov- 
ernment, moreover, has unsettled markets 
further by fiddling with too many кмт-ега 
policies at the same time. The kr, for its 
part—still smarting from its electoral loss— 
has been rumoured to ое selling its own 
shareholdings, in part to score political 
points against the government. 

To be sure, the government is not idle. To 
give the banks some relief, it has cut the tax 
on interest income, and will soon scrap it al- 
together. It has also invited domestic banks, 
foreign banks such as Merrill Lynch, and 
even the best domestic corporations, to in- 
vest in asset-management companies that 
would buy bad loans to liquidate them at a 
profit. To make this easier, Mr Yen, a lawyer 
by training, has included provisions to allow 
these investors to sell off assets without go- 
ing through the Taiwanese courts—a notori- 
ously arduous process. 

Even so, these efforts may not be enough. 
Mr Yen, for instance, says that he 
is keen to get bad banks “out of 
the market”, but he also refuses to 
let any of them go bust, preferring 
instead to force them into merg- 
ers with better banks in order to 
replace their management. Al- 
though he bristles at the com- 
parison, this reluctance to let in- 
solvent banks fail is reminiscent 
of Japan. It may also end up in- 
fecting as-yethealthy banks. 

As the Chinese start prepar- 
ing for the lunar new year—by 
ancient tradition a time for debts 
to be settled—the money may 
grow tight. And Taiwan could 
then get itscrisis. 
- —- п 
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| How low can 


LL central bankers agree that price sta- 
bility should be the primary goal of 
monetary policy. But what exactly does 
| "price stability" mean? This question was 
debated last week at a conference organ- 
ised by the European Central Bank (scs). 
The issue is more controversial than most 
central bankers would have you believe. 
Some economists argue that very low in- 
flation rates can curb economic growth. 

The rcs defines price stability as a 
year-on-year increase in consumer prices 
of less than 2% over the medium term. The 
central banksof Australia, Britain, Canada, 
New Zealand and Sweden all have infla- 
tion targets with mid-points between 1.5% 
and 2.5%. America's Fed has no explicit tar- 
get, but the country’s current inflation rate 
of 3.5% suggests that itis happy to tolerate a 
somewhat higher rate than the Ecb. So is 
the ecx’s inflation goal too restrictive? 

One reason that no central bank actu- 
ally aims for zero inflation is that official 
price indices tend to overstate true infla- 
tion, partly because they fail to take full ac- 
count of improvements in the quality of 
products. But there are two potentially 
more important reasons why some econo- 
mists favour an inflation rate of 3-4%, say, 
rather than the єсв% target of below 2%. 

The first is that wages tend to be sticky 
downwards. Workers may be prepared to 
accept zero wage increases if inflation is 3%, 
implying a 3% real pay cut. But they are re- 
luctant to accept a pay cut in money terms. 
So if inflation is zero, real wages cannot 
easily fall in declining regions or industries, 
and unemployment will rise. Inflation, the 
argument runs, greases the wheels of the 
labour market and lowers unemployment. 

But inflation also throws sand into the 
economic gears by distorting price signals 
and causing a misallocation of resources. 
When inflation is high, people find it hard 
to tell if a rise in the price of a product re- 
flects general inflation or an increase in de- 
mand for that product. High rates of infla- 
tion are therefore bad for growth and 
jobs. This suggests that the optimal 
rate of inflation depends on the 
balance between the effects of the 
grease and the sand. 

А few years ago, a classic. 
study* of America's labour market- 





* "The Macroeconomics of Low Inflation’, Ж 
by George Akerlof, William Dickens and 
George Perry. Brookings Papers on 
Economic Activity 1, 1996. 

! The conference papers can he 
found at http//www.ecb.int. 
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Central banks disagree on the rate of inflation to aim for 





concluded that an inflation rate of around 
3% is best for growth and jobs. But what 
about Europe, in which labour markets 
tend tobe more rigid? A paper presented at 
the всв conference! by Charles Wyplosz, 
an economist at the Graduate Institute of 
International Studies in Geneva, examines 
how the structural rate of unemployment 
in European economies has varied with 
thelevelofinflation over the past 30 years. 

After adjusting for changes in other 
factors that affect joblessness, such as un- 
employment benefits and job protection 
laws, Mr Wyplosz reckons that, in the big 
EU economies, the rate of unemployment 
does tend to be higher at very low rates of 
inflation. Indeed, at inflation rates of 0-236, 
the ecp’s target, the adverse impact on un- 
employment seems to be at its greatest, lift- 
ing the structural unemployment rate by 
2-4 percentage points. Mr Wyplosz con- 
cludes that low rates of inflation carry a 
significant unemployment cost, and that 
the optimal rate may be higher in Europe 
than it is in America. He suggests that 496 
might be a sensible inflation goal for the 
euro area. 

If this is correct, the ecs is making a 
costly mistake. But other economists at the 
conference cast doubt on the reliability of 
Mr Wyplosz’s results, since his data in- 
cluded few periods when inflation was ac- 
tually below 2%. If inflation remains low 
for an extended period, workers’ resistance 
to nominal wage cuts might fade. More- 
over, so long as productivity is rising, firms 
can cut unit labour costs even without pay 





























cuts. This suggests that concerns about 
nominal wage rigidities can be overdone. 
Look at America’s experience: its inflation 
fell to an average of only 2% in 1997-99, yet 
unemployment there has continued to fall. 


Pushing on a string 


The second concern about low inflation is 
that monetary policy may become ineffec- 
tive. Nominal interest rates cannot fall be- 
low zero. So when inflation is zero, there is 
no way of achieving negative real interest 
rates should they be required to pull an 
economy out of deep recession. 

But the need for negative real interest 
rates can also be exaggerated. A paper pre- | 
sented by Jose Viñals, an economist at 
Spain’s central bank, pointed out that real 
short-term interest rates have been nega- 
tive in America and the euro area only once 
in the past 30 years: during the mid 19705. | 
And that was a mistake, resulting in an | 
overly lax policy. Mr Viñals has alsocarried | 
out simulations using different assump- | 
tions about inflation, the level of real equi- | 
librium interest rates, and the likely impact | 
of demand and supply shocks. He con- 
cludes that an inflation target of 1-2% 
avoids most of the problems likely to arise 
from the zero floor for interest rates. 

Japan's recent experience suggests that 
an economy may sometimes need nega- 
tive real interest rates. Yet if the Bank of Ja- 
pan had had an inflation target in the 
19905, its economy might be in better shape 
now, A symmetric inflation target de- 
mands that a central bank fights deflation 
as aggressively as inflation. That would 
have forced the Bank of Japan to loosen 
policy earlier, and it would have helped to | 
persuade people that prices would not | 
keep falling, thereby reducing the need for 
negative interest rates. 

In any case, monetary policy is not im- 
potent at a zero inflation rate. Even if inter- 
est rates cannot go below zero, a monetary 
expansion can still boost the economy by 
pushing down the currency. 

The awkward truth is that, for all the 
popularity of inflation targeting, we do 
1 not know what the optimal rate is. 
А, Zerois too low, butan inflation tar- 
4 get of 2% may allow enough room 

for both wage flexibility and low 
interest rates. If the ECB were to 
draw any lessons from its confer- 
ence, itshould not be that it needs 

to raise the ceiling of its me- 
dium-term goal from 2%, 
but that it needs to fix a 
floor at 1%, say, rather 
than zero. 
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mean curtains for fighter pilots? 


ROM the Red Baron to Top Gun, fighter 
| pilots ‘have always been regarded. as 
`. glamorous figures. But a new aircraft, testing 
СОЁ which is about to begin at the Dryden 
Flight Research Centre in the Mojave desert 


іп California, could spell the beginning of 


the end for those magnificent men in their 
flying machines. 
The Boeing x-45A, an experimental 


plane developed by the company's Phan- : 


tom Works research unit, has all the gizmos 
`. you would expect in a modern combat air- 
C craft. It has a stealthy bat-winged design, a 
jet-engine with a yaw-vectoring exhaust 
nozzle, two weapons racks capable of ac- 
‚ commodating bombs, air-launched decoys 
or Joint Direct Attack Munition smart weap- 
“ons, and all the latest avionics, including 
synthetic-aperture radar and satellite-com- 
munication equipment. But what makes the 
X-45A special is what it lacks. There is no 
canopy, cockpit nor ejector seat—because 
there is no pilot. The x-454 is the firstexam- 
ple of a new kind of aircraft: the unmanned 
combat aerial vehicle (ucav). 

Unmanned aerial vehicles (uavs) are not 
exactly new. They have been used for many 
years for surveillance, since they can loiter 
over dangerous areas without putting pilots 
at risk or costing too much (around $3m 
apiece) to replace if they are destroyed. The 
first surveillance uavs were developed by 
America after the shooting down of Gary 
Powers's U-2 spyplane in 1960, and they 
have since played big roles in the Gulf war 
and in last year's conflict in Kosovo. France, 
Israel and Britain are also keen on vavs. But 
so far, they have never carried weapons. 

That is about to change. If they can be 
made to work, ucavs would have a number 
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The first unmanned combat aircraft is about to take to the skies. Does this 
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of advantages over manned combat aircraft. 
Because many of the systems in a manned 
fighter are there to keep the pilot alive, doing 
away with them reduces weight, size (thus 
making the aircraft stealthier) and cost. Atan 
expected $um or so, a ОСАУ would cost a 


third as much as a manned aircraft such as 


the forthcoming Joint Strike Fighter. ucAvs 
are also expected to be up to 75% cheaper to 
operate and maintain than manned aircraft. 
Since ucAvs are remotely controlled by op- 
erators sitting at computer workstations, 
there is no need for pilots to fly constant 
training missions to keep their skills 
sharpened; they can sit at the same work- 
stations and run simulations. (America's air 
force spends around $2m training each pilot, 
and $1 billion a year keeping its 2,000 F-16 pi- 
lots in peak flying condition.) And compared 
with Tomahawk cruise missiles, which cost 
$ım or soa pop, ucAvs also have the benefit 
of being reusable. 

It is not just the bean-counters who like 
the sound of ucavs. They would have ad- 
vantages in combat, too, A single operator 
could contro! several aircraft at once, and 




















































and stands two metres tall on its und 






Operators. working in. shifts would enabl 
ucavs toloiterin a combat area for hours- 
far beyond. the operating endurance 
individual human pilots--as they wa 
strike. And having released its weapo 
ucav unlucky enough to be attacked by 
enemy. missile would be able to perfo 
evasive manoeuvres. so violent that the 
mightinjure or killa human pilot. Little won 
der, then, that a collaboration between A 
erica’s Defence Advanced Research Project 
Agency, Boeing and the air force is spendir 
$i31m to build and test the x-45a, which wa 
officially unveiled in late September... 


Chocks away 
Although: ucavs could eventuall 
sorts of things, the x-45 is being 
fora particular test mission: suppres: 
enemy air defences, known in the lin, 
sEAD. This involves flying around ab 
'tombat area waiting for an enemy missile 
launcher tó switch on its radar and thus: 
veal its position. At this point an air 
‘aunched missile, which homes in on the ra 
dartransmitter, can be dispatched todestrc 
it. Wiping out the enemy's air defences 1 
first necessary step towards establishing 
superiority, But it 1s a dangerous job for 
lots—hence.the appeal of using UCAVS ir 
stead. And: when it comes to designing a 
unmanned aircraft for a particular mission, 
SEAD is regarded as second in difficulty onl 
to air-to-air dogfighting, and so provides 
good test for ucav technology. 
The x-45A is eight metres (2 
long, has a wingspan of ten metre 






carriage; Its body is made of graphite-epox 
composite materials overlaid on an al 
nium frame. The aircraft has no tail; whic 
reduces its radar profile and makes it harde 
to shoot down. The wings, which are mad 
by the same process as that used to mala 
surfboards, can be removed, and the whol 
aircraft can be packed: into a rectangular 
crate. This makes it easy to ship x-45As. 
around-—12 crates can fit inside a single: 
transport aircraft—and allows them to bé 
stored for several years at a time (since they 
do not need to be flown in peacetime for: 
training purposes). 

Theoperator's workstation for the x-45A 
consists of a powerful computer with two 
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flat-screen monitors, a keyboard and a 
mouse. One screen displays a map of the 
combat area, of the kind seen in computer 
war-games, and the other shows data from a 
particular aircraft. From simulations, Boeing 
has worked out that operators should be 
able to handle four ucavs efficiently from a 
single workstation. 

This month, the x-45A is being moved to 
Dryden, where initial software tests will be- 
gin. The first flight is planned for next spring, 
and the “graduation mission"—in which a 
target will be destroyed on a range—is 
planned for 2002. Boeing is also building a 
second aircraft to test co-ordinated flying 
and aircraft-to-aircraft communication. 


Flights of fancy 

So far, say Boeing officials, everything is go- 
ing according to plan. But the x-454 and its 
successors face a number of challenges if 
they are toenter active service, as planned, in 
2010. For a start, there is the difficulty of con- 
trolling swarms of unmanned aircraft and 
ensuring they do notcrash into each other, or 
into manned aircraft. Another problem is 
stopping the enemy jamming or intercepting 
the planes’ control signals. Boeing’s planned 
approach is to send operator commands (via 
a satellite or a relay aircraft outside the com- 
bat zone) to a single aircraft in the swarm. 
Intelligent routing software would then en- 
able all the aircraft in the swarm to operate as 
a flying data network, passing data among 
themselves as necessary. 

Another way to reduce the amount of 
data traffic between operator and ucav is to 
make the aircraft more self-reliant. The 
question of exactly how autonomous a 
ucav should be is a matter of some debate, 
but most analysts agree that, although take- 
off, navigation and landing can be handled 
automatically, the decision to fire weapons 
should be made by a human, to reduce the 
risk of "friendly fire". That said, while the 
first ucAvs will send back radar images and 
video footage for analysis by their operators, 
more and more target assessment is likely to 
bedone on-board in future, as the aircraft get 
more sophisticated. 

UCAVS will also have to overcome oppo- 
sition from those within the armed forces 
who have а vested interest in maintaining 
the status quo. John Warden, a management 
consultant and former fighter pilot who was 
the architect of the Gulf war air campaign 
(and hence of the current air-superiority or- 
thodoxy), says the rise of unmanned aircraft 
will take some getting used to. But he predicts 
that 90% of combat aircraft will be un- 
manned by 2025. The remaining 10%, he sug- 
gests, will be held in reserve for sensitive 
missions that require last-minute decisions 
by a person on the spot. 

In other words, it seems as though there 
will be less call in future for dashing, highly 
trained pilots capable of “pulling gees” and 
flying by the seats of their pants. Indeed, to- 
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day's pilots might, says Mr Warden, turn out 
to have completely the wrong skills to oper- 
ate ucavs. But a generation of children 
rearedon computer games will probably feel 
right at home. 








Lens design 


A sharper focus 


HEORETICAL physicists have a knack 

of asking “why not?” Antimatter was 
discovered because a theoretician called 
Paul Dirac saw that one of his equations had 
two solutions: one with a plus sign that pre- 
dicted normal negatively charged electrons, 
the other with a minus sign that predicted a 
curious positively charged beast. Back in 
1928, Dirac had the temerity to take the sec- 
ond solution seriously, and today the beast is 
a tamed antiparticle known as a positron. In 
similar vein, John Pendry of Imperial Col- 
lege, London has been asking what happens 
if a material's refractive index, which mea- 
sures how much it bends a ray of light or 
other form of electromagnetic radiation, is 
negative instead of positive—an idea that 
folk familiar with practical optics might dis- 
miss as absurd. Some of his conclusions are 
almost as counter-intuitive as positrons. Yet, 
if they are right, they could prove revolu- 
tionary for the design of new types of lenses. 

To understand Dr Pendry's line of 
thought, consider first the common-or-gar- 
den variety of refractive index. When a ray of 
light crosses the boundary between two ma- 
terials, such as air and glass, its path is de- 





Peering at the near field 





flected. For thegeometrically minded, the re- 
fractive index is the ratio of the sine of the 
angle of the incident ray to the sineof the an- 
gleofthe transmitted ray—both angles mea- 
sured from a line perpendicular to the 
boundary. For those who are less geometri- 
cally minded, this means that if the light ray 
is bent away from the boundary, the refrac- 
tive index is larger than one. This bending, 
when allied to a curved surface, is responsi- 
ble for the focusing properties of a glass lens. 

The typical value of the refractive index 
of glass is about 1.4. Bending the other way, 
towards the boundary, implies a refractive 
index less than one. This is known to occur 
for x-rays, but it is uncommon for longer- 
wave radiation such as light and radio. Dr 
Pendry's idea, however, is more radical still: a 
refractive index that is not merely less than 
one, but less than zero. Geometrically at 
least, it makes perfect sense. In a material 
with an index of, say, -1, the angle of deflec- 
tion of the light ray would be equal to the an- 
gle of incidence, but in the opposite direc- 
tion. So a flat slab of such a material would 
send all the rays originating from a single 
point back to a mirror-image point on the 
other side of the slab. It would act as a lens 
without requiring any of the specially 
curved surfaces that normal lenses demand. 

This much had already been deduced 
nearly 40 years ago. But Dr Pendry’s bold 
conclusion, just published in Physical Re- 
view Letters, is that a slab of material with a 
negative refractive index would not merely 
make a nice lens, it would make a perfect 
lens. This is because such a lens need not be 
limited by an imperfection known as the 
diffraction limit, which has set a ceiling on 
the accuracy of optical systems ever since 
lenses were first polished. 

That is an altogether more subtle claim. 
The diffraction limit occurs because normal 
lenses, no matter how carefully formed, do 
not pick up all the electromagnetic waves 
emitted by an object. Some of these waves of 
electrical and magnetic energy travel over 
long distances, and are known in the jargon 
as the far field. But other components, 
known as the near field, die out quickly as 
they leave their source. Because the near field 
usually never gets to the image, information 
is lacking about the source. This missing in- 
formation is what limits the resolution of a 
lens to roughly half the wavelength of the ra- 
diation used. 

Dr Pendry’s calculations for a material 
with a negative refractive index, rather like 
Dirac’s for the electron, have two solutions— 
and the second allows near-field waves to 
grow instead of decaying. In the right cir- 
cumstances this effect can exactly balance 
out the decay, ensuring that all the informa- 
tion is restored in a perfect image of the 
source. The wavelength of visible light is a 
fraction of a millionth of a metre, which sets 
a resolution limit for conventional optical 
microscopes. But with negative-refractive- 


THE ECON MAICT гулга аа HTU anon 


The Economist 
Conferences 


Programme of forthcoming events 


W Mergers, Alliances and 
Acquisitions in the 
Telecoms, IT and Media 
Sectors 
Frankfurt, November 
20th 2000 


Annual Seminar with 
Tom Peters 

London, November 29th 
2000 


Second Annual European 


Insurance Industry 
London, December 6th 
2000 


Third Annual CFO 
European Summit 
London, January 31st- 
February 1st 2001 


Seventh Annual 
Pharmaceuticals 
London, February 13th- 
14th 2001 


E-Business in France 
Paris, February 19th- 
20th 2001 


Chief Marketing 
Officers' and Marketing 
Directors' Summit 
London, March 1st-2nd 
2001 


European E-Business 
London, March 7th-8th 
2001 


To receive further information 
on the above events contact 


Siàn Davies, quoting 
"The Economist". 


W E-Business in the Nordic 


Region 
Stockholm, March 
I5th-16th 2001 


Third Annual Financial 
Services 

London, March 21st 
2001 


E-CRM 
London, March 27th 
2001 


Ninth Annual Railways 
Brussels, March 31st 
2001 


12th Annual 
Telecommunications 
London, May 10th-11th 
2001 


Second Annual Airlines 
London, May 14th-1Sth 
2001 


Second Annual CIO and 
IT Directors' Summit 
London, May 31st-June 
Ist 2001 


E-Business in Germany 
Munich, June 7th-8th 
2001 


HR Directors’ Summit 
London, June 12th-13th 
2001 


The Economist 
Conferences 


Tel: +44 (0) 20 7830 1047 


(18) Fax: +44 (0) 20 7931 0228 


@ E-mail: siandavies@eiu.com 
Website: www.economistconferences.com 


THE THOUGHTFUL PURSUIT 


OF YOUR GOALS 
THE DUKE MBA — GLOBAL EXECUTIVE 


You have goals for yourself and your career. The Fuqua School 
of Bus ness understands that. So we've created 
The Duke MBA — Global Executive for 
people like you who aspire to be 
thoughtful business leaders on 
a global scale. Join us anda 
world-class group of peers 
at Fuqua to advance 
to the next step in 
successfully reaching 
your goals. 


The Duke MBA — 
Global Executive 
is a 19-month 
degree program 
for mid- to 
senior-level 
managers with 
at least 10 years 
of professional 
experience and 
current global 
responsibilities. 
The Global Executive 
program combines 
the traditional classroom 
atmosphere with distance 
learning using state-of-the-art 
Internet-based technology. 


© Earn an MBA from a top-tier business 
school without interrupting your career. 


Q Live and work around the world while obtaining an MBA. 


O Take what you learn in the classroom and immediately apply 
it on the job. 


© Establish a worldwide network of fellow global managers. 


O Master the use cf technology and Duke's team-based 
learning model for competitive advantage in the global 
economy. 


To learn more about how The Duke MBA — Global Executive 
can work for you or your company, contact us today: 


Tel U.S. 919.660.7804 
Tel Europe 49.69.9726990 
Fax 919.660.8044 


E-mail globalexec@fuqua.duke.edu 


www. business.cuke.edu EDENNÉ Pour Business Leaders 
Worldwide 








SCIENCE AND TECHNOLOGY 





Promiscuity pays 


N VACCINATION, several attempts are 

usually better than one at boosting im- 
munity. When it comes to sex and the im- 
mune system, the same rule may apply. 
Work by Charles Nunn, John Gittleman 
and Janis Antonovics at the University of 
Virginia in Charlottesville, published in 
this week's Science, shows that primate 
species that usually have many mating 
partners also have more white 
blood cells—and possibly different 
immune responses—from those 
that are monogamous. 

Dr Nunn and his colleagues 
have been peering into the medical 
records and sex lives of more than 
40 different species of old- and 
new-world monkeys. They have 
found up to threefold variations in 
the concentrations of lymphocytes 
and monocytes—two key types of 
white cell in the immune system— 
coursing through the veins of the 
animals they looked at. But why? 
Sick animals often have higher 
white-cell counts as their bodies 
churn out more ammunition to fight 





index lenses, this limit could be removed. 

That is all very well on paper, but there 
are no known materials with optical proper- 
ties of anything like a refractive index of -1. 
Fortunately, the electromagnetic spectrum is 
broader than the visible section that eyes de- 
tect. Earlier this year, Sheldon Schultz at the 
University of California, San Diego, showed 
that a specially designed material made of 
wires and rings had a negative refractive in- 
dex in the microwave region. Meanwhile Dr 
Pendry and his colleagues at Hammersmith 
Hospital in London, along with Gec Mar- 
coni,an electronics company, have designed 
a negative-refractive-index lens for radio 
waveson the same principles. 

One practical application of these radio 
lensescould be to focus the radio waves used 
in magnetic-resonance imaging (Mri), a 
form of medical body-scanning. Instead of 
bathing a patient with radio waves, it might 
become possible to focus the radio energy on 
the organ of interest, even though bodily or- 
gans are smaller than the radio wavelength 
used in mri, which is typically a metre. The 
technique remains unproven, but early ef- 
forts by Dr Pendry and his colleagues seem 
promising. And Dr Pendry already has ideas 
about how to build lenses that would do the 
same job in the optical region. For genera- 
tions of scientists, the diffraction limit was 
seen as a fundamental barrier to progress in 
optics, so news of perfect lenses will come as 
a shock to some. But then, so did antimatter. 
EI 
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Three wise monkeys? 


the infection, but those in the Virginian 
study all came from zoos, and were be- 
lieved to be hale and hearty. 

The only factor that seems to correlate 
with the differences in white-cell con- 
centration is sexual promiscuity. Species 
whose females frequently mate with more 
than one male have higher counts than 
those with monogamous females. (On this 








Cancer treatment 


Stemming the 
brain drain 


ANCER is a daunting disease, and the 

brain tumours known as gliomas are 
among the trickiest to treat. They spread rap- 
idly andare resistant to radiation and to con- 
ventional drugs, leaving patients with little 
hope of survival. Until now, that is. Evan 
Snyder and his colleagues at Harvard Medi- 
cal School reckon that they have come up 
with a way to get rid of gliomas—at least in 
rats.In a paper just published in Proceedings 
of the National Academy of Sciences, Dr 
Snyder's team has shown that gliomas can 
beattacked and purged using stem cells. 

Most of the body's cells have a limited 
lifespan and a narrow job to do. Stem cells 
are their ancestors, and can replenish them- 
selves indefinitely. Such versatility means 
that stem cells offer a new way of regenerat- 
ing damaged tissues. Researchers are busy 
trying to turn such cells from laboratory cu- 
riosities into usable organ grafts. But Dr Sny- 
der puts his stem cells to destructive, rather 
than creative, use. He has found that stem 
cells, harvested from the brains of normal 
rats and injected into those suffering from 
brain cancer, will home in on gliomas within 
days of their introduction. Once they have 
found a tumour, they stick to their target like 





measure, human white-cell concentra- 
tions are consistent with the idea that peo- 
pleare basically monogamous.) 

Dr Antonovics reckons the explana- 
tion is the pressure of sexually transmitted 
disease. The advantages of avoiding steril- 
ity or death from illnesses such as herpes 
and simian immuno-deficiency virus, the 
monkey version of the Arps virus, out- 
weigh the cost to the body of maintaining 
such a large immune system. Critically, 
though, the Virginian group has yet to 
demonstrate that simply having 
more white cells actually gives pro- 
miscuous animals an edge in com- 
bating infections. 

Andotherexplanations are pos- 
sible. Andrew Read, an evolution- 
ary biologist at Edinburgh Univer- 
sity, wonders if different levels of sex 
hormones in promiscuous and 
monogamous monkeys, rather than 
varying exposure to sexually trans- 
mitted diseases, are responsible. 
Further work by the Virginians, to 
see if such patterns hold for promis- 
cuous and monogamous species in 
other groups of animals, may go 
some way towards substantiating 
their findings. 


glue, even piggybacking on malignant cells 
as these move through the body. 

The Harvard team has exploited such 
dogged persistence by genetically engineer- 
ing stem cells to make them produce a pro- 
teincalled cytosine deaminase. This can turn 
a non-toxic substance called 5-fluorocyto- 
sine into a nasty chemical called 5-fluoro- 
uracil that kills all cells, normal and malig- 
nant. Cancerous rats were then given both 
5-fluorocytosine, which circulated through- 
out their bodies, and genetically tinkered 
stem cells, which made their way straight to 
the gliomas. Since the protein needed to 
transform 5-fluorocytosine could only be 
churned out by souped-up stem cells, only 
the gliomas were exposed to the poison, kill- 
ing them but sparing normal tissue, which 
the stem cells ignored. Using this technique, 
roughly 80% of the cancerous cells in the Har- 
vard rats were eliminated. 

Dr Snyder reckons that stem cells have a 
penchant for injury of any sort, and seek out 
damaged tissue, such as tumours, to go 
about their business. This suggests that the 
technique might be generalised to deliver 
specific treatments to other diseased tissues. 
He is therefore eager to press ahead with 
clinical trials, though his reasons are as much 
personal as professional: his best friend, to 
whom his paper is dedicated, died of brain 
cancer. High-tech stem cells might not have 
saved his friend, but they may, one day, give 
othersan alternative to despair. 
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BOOKS AND ARTS 


The trouble with blockbusters 


One of the truly original art historians of the age has left us a brilliant and 
disturbing book that asks if blockbuster shows are ruining great museums 


RANCIS HASKELL was famous for raising 

new questions in art history. Instead of 
focusing on what artists did, he studied why 
art was commissioned and collected, how it 
was displayed and talked about, and what 
explained the rise and fall of artistic reputa- 
tions. In his last book, completed just before 
his death in January, he characteristically 
chosea topic which had never before 
been properly explored: the growth 
of exhibitions of old masters, which 
have become so important that they 
are now taking over the traditional 
roleof museums. 

Until the French Revolution, 
there were few opportunities to see 
old-master paintings outside sale- 
rooms, churches, palaces and private 
houses. Occasional temporary exhi- 
bitions were organised in Italy and 
France, but the public normally saw 
only displays of modem art. This 
changed with the arrival in Paris of 
famous pictures looted from all over 
Europe by the armies of Napoleon. 
Mostof them were returned after 1815, 
but the French royal collection re- 
mained accessible in the Louvre, and 
it was in England, with spectacular 
private collections but no national 
£allery, that old-master exhibitions 
were first established. At first these 
had limited public access and were 
meant primarily for the education of 
young painters. They were organised 
by collectors and connoisseurs, usu- 
ally in the face of opposition from es- 
tablished artists, who saw in them a threat to 
their sales—and not without reason, since 
many lenders used the new exhibitions to 
publicise objects they were hoping to sell. 

This practice survives to the present day, 
as does the convention that pictures are nor- 
mally labelled in accordance with the 
wishes of the owner. Even the familiar mod- 








THE EPHEMERAL Museum: OLD МА$- 
TER PAINTINGS AND THE RISE OF THE 
Art EXHIBITION. By Francis Haskell. 
| Yale; 200 pages; $25 and £16.95 | 
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ern institution of restricted evening access 
for the rich existed from the first. In the early 
exhibitions there was no attempt to display 
paintings chronologically or even geograph- 
ically, but with the growth of art history in 
Germany this gradually became more com- 
mon, as did the idea of panoramic displays 
of the work of a single artist, which by 1900 


ternational loans. The climax was the notori- 
ous exhibition of Italian art held in 1930, 
which is the subject of one of Haskell’s most 
fascinating chapters. The initiative came 
from Ivy, Lady Chamberlain, the wife of the 
foreign secretary and an admirer of fascism, 
who had little difficulty in persuading Mus- 
solini to lend an astonishing selection of 
masterpieces, including Botticelli’s “Birth of 
Venus". Here we encounter all the most 
characteristic features of modern block- 
buster exhibitions: irresponsible demands 
by borrowers, backed up by political and di- 
plomatic pressure; concern for public rela- 
tionson the part of lenders, with the reserva- 
tions of the museum authorities largely 
disregarded; appeals to the interests of 
scholarship when soliciting loans, in this 
case from the Vatican, which remained un- 








Through a blur of heads 


had become a standard way of commemo- 
rating their anniversaries. In all these events 
the claims of scholarship were always sec- 
ondary to those of national or local pride, 
and national museums were usually reluc- 
tant to make loans. One of the first to do so 
was the Hermitage, because its holdings 
were regarded as the property of the tsar. 

It was a small step from exhibitions that 
fostered feelings of patriotism to those that 
projected national standing abroad. These 
became common after the first world war, 
with displays in London of Spanish, Swed- 
ish, Flemish and then Dutch art, all with in- 


moved; a dispute among the organis- 
ers about dividing the profits; even 
the production of a vast but vacuous 
souvenir catalogue; and finally, as 
Haskell gloomily observes, the confi- 
dent assertion that nothing of the 
kind would ever be seen again, al- 
though only a few years later a still 
more spectacular exhibition of Ital- 
ian art was mounted in Paris. 

Exhibitions are now more com- 
mon than ever before, so much so 
that, Haskell tells us, the Department 
of Culture, Media and Sport in Britain 
"requires that national institutions 
consider international loans as one of 
their 'targets'—as if museums were 
athletic clubs whose eminence 
would be best demonstrated by their 
members participating in interna- 
tional events.” 

In such a climate the negative 
consequences of these developments 
are scarcely recognised, let alone dis- 
cussed. Masterpieces are shunted 
around the world, often against the 
advice of conservation departments, 
primarily to bring prestige to the 
lenders, publicity to the sponsors and 
paying customers to the host institutions. An 
egregious example was a late Rembrandt 
portrait from Vienna, which ought not to 
have travelled, but which was shown at the 
National Gallery in London last year. Ob- 
jects are certainly damaged in transit—a few 
years ago, a Renaissance marble relief ar- 
rived in London broken in two—though mu- 
seums tend to play down the problem. Small 
or penurious institutions are deprived of 
their treasures, and objects which, for one 
reason oranother,cannot be lent are increas- 
ingly neglected: less and less attention is 
paid, for example, to large pictures and art- 
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ists who specia lisedi in hen 
As for the claim that exhibitions uy 
ute to knowledge, the practice of having cat- 
alogues that cause no offence hastily written 
by committees usually discourages original 
research or the expression of controversial 
ideas. The 77 entries in the catalogue for a big 
Titian show in 1990, for example, were writ- 
ten by 36 different authors, guaranteeing 
that no coherent view would emerge. 
Haskell's criticisms are all the more effec- 
tive because of the breadth of his knowledge 
and his own considerable experience in or- 
ganising big shows. Never in this elegantly 
written book does heoverstate his case. Alert 
as he was to the dangers of exhibitions, he 
was also honest enough to admit that on 
many occasions he had been thrilled by the 
pleasures they can provide. 
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American society and the net 


Place matters 


THE New GEOGRAPHY. By Joel Kotkin. Ran- 
. dom House; 242 pages; $22.95 


T IS a commonplace that the impact of 
the new digital industries on our econ- 
+ omy and society is producing the greatest 
upheaval since the industrial revolution. 
Indeed, the words “digital” and "Internet" 
seem almost naked without the addition of 
"revolution", Yet though there is an endless 
supply of books and articles about life and 
work in the future, attempts to find out and 
interpret what is happening here and now 
are a good deal more rare—perhaps be- 
cause imaginative flight is so much less de- 
manding than fact-finding and analysis. 
The strength of "The New Geography" is 
that it is rooted both in current observation 
and in historical context. 

Joel Kotkin is an American academic 
and journalist who has written about the 
: economic effects of "global tribes"—dias- 
poric people such as the Jews, the Chinese, 
the Indians and the British. He handles the 
big picture and the telling anecdote well. To 
understand the present, he thinks we first 
need to recognise the forces that shaped 
the landscape of American communities in 
the past century. Despite its title, much of 
his new book is about earlier living patterns 
and movements of people, including the 
emergence of one-industry towns, the rise 
of the suburb (or “midopolis” in Kotkin- 
speak) and the depletion of the urban core. 

The main proposition of "The New Ge- 
ography" is at once startling and obvious. 
Notwithstanding the "death of distance" 
caused by modern communications. and 
by the portability of "new-economy" busi- 
nesses along with the creators of their intel- 
lectual property, place has never been more 
important. Freed from older constraints of 
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Exhibition space 


T IS the high season for 

blockbuster shows at 
the world's big museums. 
Two features stand out 
this autumn: millennial 
themes (eg, time) or titles 
| (eg, "Apocalypse"; and rather low atten- 
| dance figures. 

“2000 Years of Creation", at the Lou- 
vie, traces the influence of nine classical 
sculptures on later works of art in various 
media—including photography, which 
appears in the museum for the first time. 
| Remarkable, too, is how the show's cura- 
tors have used high-tech devices, such asa 
video link that beams in real-time images 
| ofthe Venus de Milo, which, though just 
| round the corner, cannot be moved from 
its permanent location to the site of the 





їп London, the Royal Academy's 
"Apocalypse" show has failed to generate 
the same controversy or attendance fig- 
ures as its predecessor "Sensation", the 
succés de scandale of 1998. Overexposure 
to in-your-face Young Brit Art seems to | 
have left the public all but unshockable. 


temporary exhibition. 


The best-attended exhibition of our 
crop here is "Telling Time", at London's 
National Gallery, which explores notions 
of timein relation to painting. An average 
of 2,600 visitors a day have seen it since it 
opened in September—a respectable fig- 
ure, but far less than the 4,000-5,000 
needed for a hit and nowhere close to the 
Royal Academy's monster, "Monet in the 
20th Century", which last year drew an 
astounding 8,500 visitors a day. 
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location—nearness to raw materials, mar- 
kets or pools of cheap labour—new busi- 
nesses will go wherever they think their 
highly educated and well-rewarded work- 
ers will be most attracted by the quality of 
life. Such sought-after people have become, 
in effect, sophisticated consumers of place, 
be they high-tech “nerdistans” such as Ra- 
leigh, North Carolina, elite rural "Valhallas" 
or revived metropolitan regions such as 
Manhattan, Seattle and the inner lakeshore 
districts of Chicago. 

Apart from the bleak prospects that 
follow from this for places that are aes- 
thetically challenged or which suffer from 
other disadvantages, Mr Kotkin draws at- 
tention to the rising inequality that these 
social trends both symbolise and intensify. 
The problem he identifies is that these af- 
fluent new consumers of place have few 
ties or sense of obligation to neighbouring, 
but effectively segregated, communities. In 
the heart of Silicon Valley, East Palo Alto 
and Palo Alto, divided by the hurtling traf- 
fic on Highway 101, share a name, but little 
else. The former district, with its largely 


poor, Latino population, has one of the 
highest murder rates in the nation; the sec- 
ond, a home to venture capitalists and net 
entrepreneurs, the highest house prices. In 
many ways the new geography is depress- 
ingly familiar. 
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America's civil war 


Binding up 


JEFFERSON Davis, AMERICAN. By William J. 
Cooper, Jr. Knopf; 737 pages; $35 


ARINA DAVIS was understandably 

distressed when in mid-1865 her son 
Billy parrotted the words of a popular Yan- 
kee ditty: “We'll hang Jeff Davis on a sour 
apple tree", How was the three-year-old to 
know that his father had just led the South 
to defeat in a civil war that lasted four years 
and cost more than 620,000 soldiers their 
lives? At the time, Jefferson Davis was man- 
acled by his union captors in an island for- 
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tress,and many northerners were baying for 
his death. 

The president of the secessionary South 
was indeed soon indicted for treason. But he 
was never brought to trial, and part of this 
book's fascination is the story it tells of a 
swift and puzzling reconciliation. Former 
slaveson Davis's cotton plantation in Missis- 
sippi petitioned for his release, and when he 
was eventually freed in 1867 and returned to 
Richmond, Virginia, thousands of people 
lined the streets along the almost two-mile 
route from the landing to his hotel. “There 
were no shouts, no huzzas," Mr Cooper 
writes, "but when Davis's carriage passed, 
men raised their hats and women waved 
their handkerchiefs." 


No less than 16 previous biographies of & s 


Davis exist and these have covered his war 
years well. With a different emphasis, Mr 
Cooper devotes as much attention to the 
pre-war and post-war years. In the quarter 
century that Davis survived after his release, 
the affection of white southerners for the 
leader who failed them was matched by the 
forgiveness most northerners eventually ex- 
tended to their former enemy. 

Part of the reason for this astonishing 
lack of hostility was the intimacy—and 
community of interest—at the top of Ameri- 
can society. As a youngster, Davis lodged 
with Andrew Jackson on his way from Mis- 
sissippi to school in Kentucky. His first wife 
was the daughter of another general and 
president, Zachary Taylor. In the Mexican 
war, Davis got to know Winfield Scott, Lin- 
coln's top general when the civil war began. 

In writing of Davis's war years, Mr Coo- 
per is inevitably less original. The odds 
against the South’s winning were always 
long. The North had more than twice the 
population and roughly ten times the econ- 
omic capacity. But Davis did nothing to 
shorten the odds. His efforts at diplomacy 
were naive; his grasp of economics primitive. 
He could not delegate and involved himself 
in such minor matters as a private’s request 
for a transfer to be nearer his brother. His 
best commanders in the east, Lee and Jack- 
son, were second to none. But his appoint- 
ments in the west were swayed more by his 
generals’ loyalty to the South’s political cause 
than by their military competence. 

As described by Mr Cooper, Davis's be- 
haviour before and especially after the war 
merits sympathy, even admiration. Malaria 
killed his first wife and destroyed his health. 
All four of his sons died young. Yet he rarely 
gave in to bitterness, and he never despaired. 
Hestilled talk of a guerrilla campaign, saying: 
“Guerrillas become brigands and any gov- 
ernment is better than that.” Although he 
never questioned the cause he had led, he 
told southemers after the war that their loy- 
alty should now be to the United States. 
Hence the fighting title words of Mr Cooper's 
fine biography: “Jefferson Davis, American”. 
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Women in Brazil 


No stopping 


BOOKS AND ARTS 


DICIONARIO MULHERES DO BRASIL. Edited by Shuma Schumaher and Erico Vital Brazil. Jorge 


Zahar Editor; 568 pages; 49 reais 


OW far can women rise in machista 
Brazil? The country's first female su- 
preme court judge, Ellen Gracie Northfleet, 
was named on October 3ist. Two days be- 
fore, Marta Suplicy, a former sexologist 
(above right), was elected mayor of Brazil's 
largest city, Sao Paulo. (Across the country, 
а record 317 women mayors were elected.) 
The Brazilian navy has its first female ca- 
dets, and some people think that Brazil 
may choose a woman for president in 2002. 
What better time, then, to publish a dic- 
tionary of the most prominent women in 
Brazil's 500-year history. In fact, the volume 
shows that there is nothing new about Bra- 
zilian women doing “men’s work". An- 
thropologists may have failed to find the 
Amazons, the race of statuesque female 
warriors whose home, according to legend, 
was the Brazilian jungle. But the country 
has never been short of female fighters. Rio 
de Janeiro might well have ended up а 
French colony were it not for Ines de Souza, 
a 16th-century governor’s wife who, in her 
husband's absence, successfully defended 
the city against French assault. Chica Ho- 
mem was a pipe-smoking, machete-wield- 
ing bandeirante: a daring 17th-century 
prospector who hacked her way through 
the forest to open up Brazil’s interior. 

The book does not overdo showbiz, 
though there is a place for Carmen Miranda 
(above left), Hollywood’s favourite Brazil- 
ian in the 1940s, and for Fernanda Monte- 
negro, who last year became the first Latin 
American actress to be nominated for an 
Oscar, for her role in “Central Station”. An- 
other outstanding contemporary Brazilian 
is Niede Guidon, an archaeologist whose 
recent discoveries have shown that hu- 


mans arrived in South America at least 
48,000 years ago—far earlier than previ- 
ously thought. Also profiled are female 
guerrillas murdered during Brazil's military 
dictatorship in 1964-85, and Mae Stella, a 
priestess in Candomble, a popular Afro- 
Brazilian faith. 

Although a future edition of this dictio- 
nary may include Brazil’s first woman 
president, the position of Brazil's first 
woman ruler is already taken—by Princess 
Isabel, who was regent during several for- 
eign journeys by her father, Emperor Pedro 
п, in the late 19th century; during one of 
these spells she sanctioned the abolition of 
slavery. Though the country's male chau- 
vinists would hate to admit it, Brazilian 
women have done well on the rare occa- 
sions when men have left them in charge. 








The winner is... 


ARGARET ATWOOD has won 

the £20,000 ($28,800) Booker 
prize for her novel “The Blind Assassin" 
(Bloomsbury; reviewed here on Sep- 
tember 23rd). Ms Atwood, 60, was the 
most experienced of the six writers 
shortlisted for this year's prize, three of 
whom were unknowns. “The Blind As- 
sassin" is a complex rale which inter- 
weaves science fiction, a novel-within- 
the-novel and reflections on modern 
Canadian history. It is Ms Atwood's 
tenth novel and her fourth to be nomi- 
nated for this sales-boosting award. 
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BOOKS AND ARTS 
History of technology 


: Good turns 


One GOOD TURN: А NATURAL HISTORY OF 
THE SCREWDRIVER AND THE SCREW. By Wi- 
told Rybezynski. Scribner; 176 pages; $22. Si- 
mon €* Schuster; £9.99 


OMETIMES even silly-sounding ques- 
tions can have intriguing answers, as 
Witold Rybczynski's slim volume on the 
history of the screwdriver attests. Mr Ryb- 
czynski was given the task of writing an es- 
say for the New York Times describing the 
most significant hand-tool of the millen- 
nium. After mulling it over, he decided on 
the screwdriver, a tool of apparent simplic- 
ity whose origins are surprisingly obscure. 
In looking for evidence of the existence 
of ancient screwdrivers, Mr Rybczynski 
charts an idiosyncratic course through the 
history of technology. Interestingly, instead 
of presenting his findings in the con- 
ventional way from earlier to later, he starts 
in the present and works backwards, chas- 
ing evidence for screwdrivers back through 
18th-century French encyclopedias and en- 
gravings of medieval arms all the way 
to classical texts. 
— Screws are more fiddly and difficult 
г am than nails, and have to be ac- 
tely threaded. But as even the Ro- 
mans knew, screws are also stronger— 
which is why the Romans used them 
О hold bellows together, and why they 
proved essential to the manufac- 
e of reliable firearms. So Mr Ryb- 
kis quest for the origin of the 
‘screwdriver, and hence the screw, 
rms itself into a broader investi- 
of the roots of precision engi- 
есепп: from the standardisation of 
screws for the mass-production of the 
Ford Model-r, back to the industrial 
revolution, wooden olive-oil presses 
fand finally the renowned ancient wa- 
tr pump, the Archimedes screw. 
Along the way there are detours 
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llips  (crossheaded) screw- 
iver. Also covered are the ori- 
Is of the screw's less famous an- 
tors, the worm-gear and the 
ftoise, and of other hand-tools 
as the bow-drill, the auger, 
the carpenter’s brace. Mr 
bezynski makes a strong case 
the hitherto overlooked im- 
lance of the screwdriver, and 
result is a charming book that 
lls sideways into technological 
story—and is never a bore. 

5 
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Moral arguments 


Animals too 





WRITINGS ON AN ETHICAL Lire. By Peter Singer. Ecco; 384 pages; $27. Fourth Estate; £15 (Jan) 


NTIL Peter Singer came on the scene, 

philosophical discussion of moral 
questions in the 20th-century Anglophone 
world was limited on the whole to refined 
speculation about the meaning of the main 
moral ideas, such as goodness, duty and 
virtue. Moral philosophers had come to be- 
lieve that it was not their place to legislate 
on actual moral dilemmas; their job, they 
thought, was to clarify the concepts used in 
thinking about them. 

Mr Singer disagreed. Almost single- 
handedly he took moral philosophy back 
to an earlier tradition of direct engagement 
with the world, and in doing so has made 
three substantial contributions to ethical 
debate: on animal rights, on poverty and on 
euthanasia. The first and especially the 
third of these have embroiled him in con- 
troversy. He lives under provisions of spe- 
cial security at Princeton University in 
America where, having been poached from 
his native Australia, he now teaches. 

No species of animal, Mr Singer be- 
lieves, has claim to special treatment, not 
even humans. The opposing view, which 
you could call our unreflective common 
sense on the topic, he calls "speciesism". 
This is a form of prejudice which unduly 
favours the human species and seems to 
justify its members in exploiting, eating and 
experimenting on other animals for their 
benefit. Factory farming is a consequence of 
this attitude, and Mr Singer argues persua- 
sively that we have a moral obligation not 
to support its cruelties, which we do by eat- 
ing meat. (In keeping with these beliefs, Mr 
Singer is himself a vegetarian.) 

His views on euthanasia, especially of 
severely disabled infants, have provoked 
most outrage. He points out that such in- 
fants are often allowed to die by doctors 
and parents through "benign neglect", left 
unfed or untreated with antibiotics until 
they expire. This, in Mr Singer's view, is cru- 


eller than helping the infant to a quick and 
painless death, and he therefore advocates 
that we should modify such views as those 
on the "sanctity of life" to allow us to be 
more humane towards those whose suf- 
fering is terminal or simply too great. 

As to poverty, Mr Singer thinks we are 
wrong to think well of ourselves when we 
give charitably to the world's poor. On the 
contrary, we are doing no more—and argu- 
ably less—than our duty. Does this not 
confuse what it would be good to do with 
what we have to do? With surprising force 
Mr Singer argues that he is simply drawing 
out consequences of accepted obligations. 

Mr Singers influence extends to the 
world beyond the ivory tower partly be- 
cause he writes with such lucidity and 
quiet passion about genuinely pressing 
questions: the environment, the rich-poor 
divide, cruelty to animals, human suffering. 
He provides answers, often uncomfortable 
ones, and does so cogently. Disagree with 
him as you may, Mr Singer is a force to be 
reckoned with. 

—À 8 





New short stories 


Irreflexive 


THe Hitt BACHELORS. By William Trevor. 
Viking; 256 pages; $22.95 and £15.99 


NTOUCHED, so it seems, by the vogue 
for autobiographical fiction, William 
Trevor's main characters bear no obvious 
resemblance to a prize-winning but reclu- 
sive writer of 72 who grew up in County 
Cork and moved to England in 1953. His 
prose is so humbly focused on the lives of 
his imaginative creations that it is easy to 
overlook its literary craft. 
"The Hill Bachelors” is Mr Trevor's 
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BOOKS AND ARTS 


tenth volume of short stories and his 28th 
book. Half of its dozen stories are set in Ire- 
land, the rest largely in his adoptive home. 
Though the author moves easily in his writ- 
ing between the islands, this collection's 
more striking offerings are set in the land of 
his birth. 

In "Of the Cloth", a Church of Ireland 
rector tends his dwindling Protestant flock 
in rural Ennismolach. Visiting after the death 
of the rectors Catholic gardener, a local 
priest mourns that his own church, sullied 
by scandal and marginalised by a secular 
age, is suffering the same diminution as its 
once-stately Protestant counterpart. (In his 
parlour, the rector's discreet concealment of 
an Irish Times article about Father Brendan 
Smyth, a notorious Belfast paedophile, is 
motivated equally by embarrassment and 
kindness.) 

In the title story, a bachelor son returns 
from town to care for his widowed mother 
and manage the family farm. Having left be- 
hind a girlfriend horrified by farm life, Paulie 
quickly runs through the local lasses, who 
are likewise disenchanted with muddy toil 
in Bally-nowhere and aching to be gone. An 
Irish archetype, Paulie will never marry: 
“Enduring, unchanging, the hills had waited 
for him, claiming one of their own.” 

“Against the Odds”, arguably the most 
artful story of the lot, places the romantic 
chicanery of a middle-aged woman bearing 
a grudge against the backdrop of Northern 
Ireland soon after the Good Friday agree- 
ment, which promised in 1998 to bring the 
statelet's monotonously vengeful conflict to 
an end. Since to Mr Trevor passing personal 
incidents seem “more significant in people's 
lives and their relationships than the enmity 


The Wallace treat | 


RAINY day in London town? 

Whether you live there or are just 
visiting, if you want to hear fine cham- 
ber music in a magnificent setting, you 
can find no better Sunday morning 
treat than this month's classical recitals 
by up-and-coming young musicians at 
the Wallace Collection on Manches- 
ter Square. Once a very grand private 
house, this has one of the richest collec- 
tions of paintings of any small museum 
in the world. (It also has a splendid col- 
lection of armour.) The recitals, put on 
by the Springboard Concerts Trust, are 
at 11 o'clock on Sunday mornings, No- 
vember 12th, 19th and 26th. Get there 
early for coffee and pastries in the airy 
new atrium by Rick Mather, a leading 
London architect, or to see glorious 
works by Titian, Velasquez and 18th- 
century French masters, (Telephone for 
tickets and details: 020-7602-1416). 
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or amity of nations”, Mrs Kincaid’s own tra- 
vails take precedence over political troubles. 

Fleeced of £84,000 ($120,000) by a dupli- 
citous fiancé who flew the coop, Mrs Kincaid 
has been prosecuting systematic revenge on 
men ever since, flimflamming eligible bach- 
elors whom she entices to propose. A shy, 
smitten turkey farmer widowed by a car 
bomb falls into her trap, losing £2,000. Yet on 
both front stage and back, an improbable 
optimism rises from the cynical tit-for-tat. 
The Northern Irish cling to their accord de- 
spite renewed violence; Mrs Kincaid relin- 
quishes her own vendetta, and will become 
the turkey farmer's wife. 

Piercingly sympathetic with the most so- 
cially negligible passer-by, William Trevor 
rarely fires a line off-target, while forever 
keeping his own head beneath the parapet. 
Whatever drives this remarkable writer, it 
isn't vanity. 
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An actors’ (and producers’) play 


The X-factor 


CTING is a mysterious craft. When the 
current London hit, “Stones in his Pock- 
ets”, was brought into the repertory of Bel- 
fast's Lyric Theatre in May 1999, it was an af- 
terthought. Its cast of two has since played to 
full houses in Dublin, Edinburgh and Lon- 
don, both on the fringe and in the West End, 
where the play, written in 1999, is now run- 
ning at the Duke of York's Theatre. Next Jan- 
uary, it will move to Toronto before opening 
on Broadway in March. 

One reason this play works so well is that 
almost everything in it depends on the act- 
ing. When “Stones in his Pockets” was 
squeezed into the Lyric’s season last year 
after a humdrum tour of Ireland, the actors 
were told to forget about sets and costume 
changes. Conleth Hill, who had appeared in 
the original show, and Sean Campion, an ac- 
complished performer from the Abbey The- 
atre in Dublin, were on their own. This is an 
actors’ play in other ways. Its author, Marie 
Jones, also acts, and the director, lan McEI- 
hinney,is an actor at the Abbey Theatre. 

MrHill and Mr Campion play extras in a 
Hollywood movie that is being shot in 
County Kerry. But they 
move into and out of 
ten more parts. It is 
an extraordinary 
display of acting at 











simpers seductively as the female starlet, 
then pushes his belt down on tohis hips and 
sticks out his bottom to become her minder. 
Mr Campion convincingly transforms him- 
self from a young female assistant director to 
a man old enough to have been an extra in 
"The Quiet Man" (1952), Hollywood's most 
memorable Irish romance. Transitions from 
one scene to the next are conjured up by a 
turn of the hips and a shift of the shoulders. 
There is high comedy and deep sadness. The 
stones of the title are those in the pockets of a 
young man intent on suicide. Messrs Hill 
and Campion also sing, and their dance, 
which nearly brings them to their knees, also 
brings down the house. It would be nice to be 
able to say that acting talent and commit- 
ment were everything in the success of 
"Stones in his Pockets”. But luck and timing 
have definitely counted as well. On its Dub- 
lin run, it was seen by Nicolas Kent, who 
runs London's tiny but influential Tricycle 
Theatre in Kilburn (seating capacity 225). It 
opened there after a stint at the Edinburgh 
Festival, and the house kept building during 
its initial run, which eventually stretched to 
seven weeks. 

The twoactors were paid £2,000 ($2860) a 
week, a fortune for a fringe theatre. Then, at 
exactly the right moment, a small West End 
theatre fell vacant. Paul Elliott, a West End 
producer, had the New Ambassadors (ca- 
pacity 400) for only 12 weeks, but the show 
was established and production costs were 
kept down—though the producers spent 
£125,000, mainly on ads, and the actors were 
asked to take a pay cut to £1,500 (still three 
times more than the West End average). 

Thereviews were good, though not good 
enough to guarantee a hit. (Critics can break 
you, but I'm not sure they can make you,” 
says Mr Elliott.) But word of mouth, still 
building nicely, was enough to justify a 
move from the New Ambassadors to the 
now vacant Duke of York's, where the capac- 
ity of 630 stretched the actors’ technique, and 
their salaries (back again to £2,000). 

Their pay will be stretched further when 
they arrive at the Golden Theatre on Broad- 
way (capacity 800) in March 2001. Though he 
has linked up with Emmanuel Azenberg, a 
Broadway veteran, Mr Elliott will provide 
the largest slice of the $1m needed to get a 
show with two actors and no sets on the New 
York stage. It is a forbidding prospect: “We've 
been told not to unpack for a fortnight,” says 
Mr Campion. But “Stones in his 
Pockets” has not failed any of 
its backers so far. Nicholas 

Kent has covered the Tricy- 
cle’s original costs and isnow 
in profit. 
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T WOULD be possible to write 

a fairly interesting memoir 
about Lida Baarova dealing only 
with her career as an actress. So, 
first, a résumé. At 17 she was confi- 
dently taking on classical roles at 
the Czech National Theatre in 
Prague, where she was born. She 
made a number of films with a 
small avant-garde Czech com- 
pany and was then signed up by 
Ufa, Germany's largest film stu- 
dio and at that time one of the 
largestin the world. 

Ufa valued Miss Baarova not 
so much for her avant-garde tal- 
ents, but as a rival to the Holly- 
wood stars whose films were 
dominating the European mar- 
ket. She gave good value. The ro- 
mantic films she madeenchanted 
the patrons of Ufa's 3,000 cine- 
mas, but it has to be said that they 
will not be remembered as mas- 
terpieces of German cinema. 
"Barcarole", a huge success in 
Germany, was poorly received 
abroad. One critic observed sniff- 
ily that Miss Baarova's main asset 
was her "generous build". 

It was much later that Lida 
Baarova's acting gifts were recog- 
nised by directors. In 1957 Feder- 
ico Fellini, best known for his "La 
Dolce Vita", gave her a taxing role 
in “1 Vitelloni". In 1970 Rainer 
Fassbinder, perhaps Germany's 
most innovative director of the 
post-war period, gave her a part 
in “The Bitter Tears of Petra von 
Kant”. Altogether, Miss Baarova made some 50 films over a period 
of 60 years, the last a documentary about her life called "Bitter- 
sweet Memories". 

She was disappointed that, despite her long connection with 
films, she was not better known. Until she made her documentary 
most of her old fans assumed that she was dead. At the height of 
her fame Hollywood was beckoning. The reason why, unlike 
many film people, she stuck with Germany after Hitler came to 
power in 1933, provides another side to Lida Baarova's life, and 
perhaps the more interesting one. 


The power of frivolity 
Ufa became an instrument of the state under Hitler. Films, along 
with radio and newspapers, were the tools of persuasion put in the 
charge of Josef Goebbels, Hitler's propaganda chief. The light- 
weight films starring Lida Baarova were particularly highly re- 
garded by Goebbels. Just as the Hollywood musicals of the 1930s 
cheered up Americans during the Great Depression, so frivolities 
such as “Barcarole” helped to divert Germans during the growing 
militarisation of the state. 

Goebbels would have met Miss Baarova on his regular visits to 
the Ufa studios in Berlin. Physically, he was not an attractive candi- 
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Lida Baarova 





Lida Baarova, a film star in the Hitler 
era, died on October 29th, aged 86 





date of the master race. He had 
fox-like features and a deformed 
foot. But he had power, a quality 
that for many women is superior 
to mere good looks. Miss Baarova 
later recalled that he was “charm- 
ing and intelligent”. No doubt he 
was. He was the original spin doc- 
tor, working for the most contro- 
versial client in the world. 

It is unclear whether Goeb- 
bels and Lida Baarova had sexual 
relations. David Irving, who has 
delved into the Hitler period as 
much as any historian, inter- 
viewed Miss Baarova in 1993 in 
connection with a book on Goeb- 
bels. He concluded that they did 
not sleep together during their 
two-year affair. However, every- 
one in the Hitler circle seemed to 
have assumed that they did. 
Goebbels’s wife, Magda, com- 
plained to Hitler, and Hitler or- 
dered the romance to end. Miss 
Baarova was content to see no 
more of Goebbels. She had no in- 
tention of marrying a man 16 
years her senior and with five 
children. But Goebbels, appar- 
ently, was distraught by the deci- 
sion. He was obsessed by her, 
wanted to divorce Magda, even to 
give up his job. 

The time of their parting, late 
in 1938, coincided with Kristall- 
nacht (night of broken glass), 
when Goebbels organised anti- 
Jewish riots in Germany and 
Austria. Was that event, seen by 
Jews as a harbinger of the “final solution”, driven in its beastliness 
by Goebbels's fury over the end of his affair? Germany at that time 
is sometimes presented asa strictly disciplined state, but its leaders 
could be as unstable as any politicians under pressure. 

Miss Baarova left Berlin soon after and returned to Prague. 
During the second world war she made a number of films in Italy. 
After the war she was accused, mysteriously, of being a spy for the 
Gestapo, and sentenced to two years in jail by one of the courts set 
up by the victors. She has left behind an autobiography which a 
German publisher says it aims to bring out soon. The book may 
throw some light on the influence women had in the Hitler circle, 
an area largely unexplored by historians. 

Among Miss Baarova's friends were Winifred Wagner, a rela- 
tive of the composer and a supporter of Hitler from his early days; 
Paula Hitler, the Fuhrer’s younger sister; Unity Valkyrie Mitford, 
an English aristocrat who attempted suicide when Britain de- 
clared war on Germany; and so on. Their enthusiasm for the Nazi 
cause helped to encourage the majority of German women to sup- 
port the system. Lida Baarova's own view of the regime remains 
unclear. Acting remained her passion. Her greatest mistake, she 
reckoned, was not taking up her Hollywood offers. “I could have 
been as famous as Marlene Dietrich," she said. 
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* The context is the e-economy, globalization and the 
brain battle 

* All participants are CEOs, Managing Directors or senior 
corporate officers 


* The Financial Times ranks IMD #1 in Europe and 
#3 Worldwide for Executive Development Programs 








Paul Strebel Swiss " Р 
Professor of Strategic Change Management Program details: www.imd.ch/bpse 


Program Director Starting dates 2001: June 3, September 2, October 7 


INTERNATIONAL 


Real World. Real Learning’ 


Please contact Ms. E. C. Schónholzer at 
Tel: +41 21/618 03 42 Fax: +41 21/618 07 15 E-mail: bpse.economist@imd.ch 


www.imd.ch 


pencil 
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UNIVERSITY OF 


FLORIDA 


Florida MBA pe 
Warrington College of Business 

134 Bryan Hall 

Post Office Box 117152 
Gainesville, Florida 32611-7152 


Toll-free: (877) 435-2622 
Facsimile: (352) 392-8791 


E-mail: floridamba@notes.cba.ufl.edu 
http://www.floridamba.ufl.edu 








The MBA Programs of the University of Florida ... 


Shouldn't you be here? 


Florida's MBA Programs are designed to meet your needs - 
whether youre a full-time student or a working professional. 


It's a e experience of MeOH quality. 


FE АЈ 


MBA (2-year) 
20-month in-residence program offering 15 
concentrations. 2+ years work experience 
required. Starts in August. 


MBA (1-year) 
11-month in-residence program offering 15 
concentrations for students with an undergraduate 
business degree. 2+ years work experience 
required. Starts in May. 


Executive MBA 
20-month program, one weekend per month (Fri/ 
Sat/Sun). Requires 8+ years work experience 
Starts in August. 


International MBA 
Core program from partner international schools 
with electives from the University of Florida. 12- 
to 15-month program 


aes =‏ سے چ 


ааа te T 


MBA for Professionals (2-year) 
27-month program, one weekend per month (Sat/ 
Sun). Requires 2+ years work experience. Starts 
in January. 


MBA for Professionals (1-year) 
12-month program, one weekend per month (Fri/ 
Sat/Sun) for students with a business degree. 
2 to 7 years work experience required. Starts in 
January and August. 


Internet MBA (2-year) 
27-month Internet-based program. Requires 8 
campus visits and 2+ years work experience. 
Starts in January. 


Internet MBA (1-year) 
16-month Internet option for students with a 
business degree & 2-7 years work experience 
Requires 5 campus visits. Starts in January. 


For additional Vom (including тч admissions requirements), contact the Florida MBA Programs Office. 


Templeton College | University of Oxford 


‘Be the change you are trying to create’ 


Gandhi 


The Oxford Senior Executive Finance Programme 


26 November - 1 December 2000 | 29 April - 4 May 2001 | 25 - 30 November 2001 


Oxford has for generations prepared the world's 
leaders to harness change to the advantage of 
their corporations, their nations and the wider 
world. A sound grasp of the principles of financial 
performance still underpins effective leadership 
Dotcom valuations have strategic implications for 
themselves and traditional firms. The Oxford 
Senior Executive Finance Programme equips you 
with a critical understanding of the elements of 
business which create value 


Name 


For further information, please visit 
www.templeton.ox.ac.uk/finance, 
or return to 

Caroline Lomas, 

Templeton College, 

University of Oxford, 

Oxford OX1 SNY, England 

Tel +44 (0)1865 422767 

Fax +44 (0)1865 422501 

Email sefp@templeton.oxford.ac.uk 


Job title 


Company 





Address 





Zip/ Postcode 





Email 
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University of Virginia 


faculty at the top of their lists. 


Reputation 

Executive Education at The Darden 
School started in 1955 and has 
been central to its mission ever 
since. Business Week's survey of 
corporate management develop- 
ment executives specifically cited 
Darden's capabilities in leadership, 
marketing, and custom programs 


Faculty Excellence 


Internationally renowned as master 
teachers, active researchers, and 
experienced practitioners, the same 
world-class faculty that teach in 
the MBA program teach Darden 
Executive Education. In the May 
2000 Financial Times survey of 


executive education curriculum, 
Darden's faculty was ranked #1 


{ 
$ 
: 
> 
Е 


May 2000 Financial Times 
Survey Ranks Darden 
Faculty Best in the World— 
For a limited time, join Darden professors 
Paul Farris and Phil Pfeifer online at 
www.dardenexeced.com for an 
e-commerce briefing. Gain extraordinary 
insights into the challenging world of 
e-commerce and the threats and 
opportunities it presents. Find out why 
corporate executives placed Darden 


graduate business schools providing 


Executive Education 


Darden Graduate School of Business 
Administration, University of Virginia 





ч Sf 
L 


Phil Pfeifer 


Global Perspective 


Our participants, faculty, and 
approach to learning draw 

on knowledge and experience 
acquired around the globe 


Innovation 


Darden's executive education 
programs address today's most 
pressing business challenges. 
New programs include 
Electronic Commerce: Creating 
a Successful Business Model for 


the Web and Managing Innova- 


tion and Entrepreneurship for 
Corporate Growth 





For more information: 
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яла шы» 
DARDEN енн 


Paul Farris 





Open-Enrollment 


Programs 


Darden's open-enrollment programs 
in general management, leadership 
and change, marketing and 

sales, strategy and crganizational 
effectiveness, and financial 
excellence are carefully designed to 
advance participants' careers. Our 
senior management program, 

The Executive Program (TEP), helps 
participants create strategies to 
meet the toughest issues they face. 


Custom Programs 


Ranked the top university provider 
of custom programs by Business 
Week—especially the development 
of an innovative e-business program 
for PricewaterhouseCoopers— 
Darden develops integrated educa- 
tional experiences which produce 
measurable results and help organi- 
zations meet their strategic goals. 


Visit us at http:/Awww.darden.virginia.edu/execed/ e Phone: (804) 924-3000 e Email: Darden ExedGVirginia.edu 
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The Ashridge Executive - 
MBA is life changing. You _ 
transform your career by 





enhancing and sharing your 
managerial experiences. You test 

and apply your learning by 

undertaking a live consultancy project, 
which evolves throughout your MBA. 
And as our class sizes are kept small, 
you get individual and 
tailored support. 


Make that change.... 


" 
For more information contact 
Doris Boyle 
Telephone: +44 (0)1442 841143 
Facsimile: +44 (0)1442 841144 
Email: doris. boyle@ashridge.org.uk 
Internet: www.ashridge.org.uk 
Ashridge, Berkhamsted, Hertfordshire HP4 1NS, UK. 
Regitterrd as Ashridge (Bonar Law Memorial) Trust. 


Charity number 311096. The Ashridge MBA is validated by City University 
Ashridge has EQUIS Accreditation. 
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ASHRIDGE 











University 
of Michigan 
Business 


School 


ARE YOU READY TO LEAD? 


To be a leader takes more than 
| management training. 


То get results takes more than · > 
functional excellence. : 


To make the investment ti 







io 
EXECUTIVE 


E 
Developing Leaders in a Time of Relentiess Change 
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COLUMBIA EARTH INSTITUTE 
POSTDOCTORAL PROGRAM 


The Columbia Earth Institute (www.earthínstitute.columbia.edu) is founded on 
the principle that the substantial environmental challenges facing our society 
are best addressed by teams of scholars from a wide array of disciplinary 
backgrounds; The Earth Institute is committed to knowledge generation and 
institutional innovation in facing these chall enges. 


~The Earth: Institute postdoctoral program is designed to provide young 

innovative scholars with the opportunity to build à foundation for a career 

in science that addresses critica! issues related to the study of environmen- 

` tal problems using approaches that go beyond those typically confined by 
tional disciplines. Specifically, we are seeking applications from candi- 


"dates. interested in working on problems positioned at the intersections. 


| between physical, biological, and social/economic fields. The fellowships 


are also expected to. catalyze new research directions at Columbia. Earth | 


- Institute post-docs will be guided by multidisciplinary teams of two or more 

с senior scholars, Applicants are encouraged to visit the Earth Institute post- 
< doc Web site (www.earthinstitute.columbia edu/postdoc/) to review a list of 

| CEI units and several Columbia University and Barnard College depart- 
ments. The fellowships will ordinarily be granted for a period of 24 months. 


„Two of the Earth Institute fellowships this year are 3-year, Mellon 

| Foundation--sponsored positions with Barnard College (www.barnard.edu). 

They are designed especially for candidates who are interested in building 

a foundation in teaching as well as in research. The Incumbents will spend 

the first fellowship year establishing a research program alongside the other 

Earth Institute fellows: in the second and third years, research will be con- 

tinued and a teaching program will be built-in the undergraduate 
Environmental Sciences program at Barnard College, 


Candidates should submit a proposal for multidisciplinary research and an 
appropriate work plan following instructions found at the Earth Institute 
post-doc web site. The proposal should suggest a composition for a small 

vmulti-disciplinary mentoring team (candidates for the Barnard position 
should include a Barnard mentor), Candidates for the Barnard teaching 
position must propose to work in an area that complements the Barnard 
faculty, include a description of their teaching goals, and commit to com- 
pleting the 3-year term. Proposals will be evaluated by the Earth Institutes 
Academic Committee on the basis of the strength of the research plan and 
its relevance to Earth Institute's goals. 


A letter of application, proposal and work plan, curriculum vitae, and three (3) 
letters of recommendation should be sent to: Fellow Selection Committee, 
Columbia Earth Institute, 535 West 116th Street (Mail Code 4335), Columbia 
University, New York, NY 10027. 


Applications submitted by February 1, 2001, will be considered for 
fellowships starting in the summer or fall of 2001, and fellowship offers 
will be made about March 15, EN. 





Columbia University is an affirmative action/equal opportunity employer; 
minorities and women are encouraged to apply. 
Barnard College is an equal opportunity employer and encourages applications 
from individuals of diverse racial, ethnic, and cultural backgrounds. 
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Carnegie Mellon 
EDUCATION 


EXECUTIVE 


First IN E-COMMERCE 


2001 PROC RAMS: 


юк E-Commerce H 
program featuring the latest business 
models and technologies for renewing e-business 


T PROGRAM 
n focused on 
‘between modules. 
- reip 9-13, 2001 
uation ~ My 1-18, 2001 
г E-Commerce H- June 18 


Ы ст c Ê -commerce 


ADVANCED. E-COMMERCE TECHNOLOGIES 
Emerging technok Жеп busin 
including security, wireless, intellige ats and 
human-computer interaction. 
March 26-30, 2001 
June 6-8, 2001 
Contact: John Lankford 
| ite School of 
I Administration 
rie Mellon University 
те: 1-412-268-2304 
Email: Pando 
Fax: 1-412-268 


Come to Carnegie Mellon, ranked 
#1 in e-commerce education by 
U.S. News & World Report 


World Wide Web: 
http://www.gsia.cmu.edu/execed 





University 
of Michigan 
Business 


School 


“I needed to find today’s thinking. 
What | found was a glimpse 
into the future.” 


Mike Harding, Vice President, 
Plant Operations- Anheuser Busch 


At the University of Michigan Business School Executive Education 
Center, you'll get more than just an update. We'll give you the very 
latest and most relevant thinking, along with a focused vision of what's 
to come. You'll be equipped with the knowledge you need to grow. Get 
ahead. Make an immediate impact. Be a leader. You'll learn from the 
faculty that create the big ideas and show you how to apply them. In 
the real world. Your world. 


To accommodate your busy schedule, we offer courses that range from 
three days to four weeks. You can choose from a breadth of courses 
in General Management, Corporate Strategy, International Business, 
Managerial Leadership, Human Resources, Accounting/Finance and 
Marketing/Sales. 


Come learn why Michigan is ranked as one of the two best providers 
of executive education in the world. And why it's the country’s most 


innovative business school. 


For a free program catalog, please call 734.763.1000 (U.S.), 
e-mail um.exec.ed@umich.edu, or visit www.execed.bus.umich.edu 
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Brussels School of 
International Studies 
( h n f беу Ки eto n 
* MA in International Relations һу 
* MA in International Relations by Research a 


* MPhil in International Relations by Research and 
* PhD in International Relations by Research 


UNIVERSITY ОР KENT 
ATCANTRERUAY өөө 


k Programme tober and Fet 
egree 


vening study 


For а full brochure and informal enquires, contact: 
Dr Jarrod Wiener, Director, Brussels School of Internat а! 5tud 
alius College. Ріє 2, B-1050 Brussels, Belgium 


Fax: (432-2) 629-3637 Ema 


Virtual learning 


NO ATTENDANCE REQUIRED ~ 


MBA|MSc 


MSc. оет 
Anywhere, anytime... 


* Internet based - masters qualifications without attending lectures 
* Significantly less expensive than traditional programmes 


FREE TOSHIBA LAPTOP 


Freephone: 0800 052 3972 L- >: e oom 
. 


SeMS, University of Surrey, Guildford, Surrey GU2 7XH 
Telephone: «44 (0) 1483 259347 Fax: «44 (0) 1483 259511 


Surrey e-Management School 


The Cambridge MBA 


For nearly 800 years, Cambridge and entrepreneurship and enjoys 
University has been a world a high degree of international 
renowned centre of learning recognition. Graduates enter a 
excellence. The Judge Institute of global network of alumni, 

Management, Cambridge working in large corporations as 
University's business school, is well as fast-growing start-ups 


our со ction to futur 
your SORE the п So, with nearly 800 years of 
The Cambridge MBA includes historv behind us, we're more 
two in-company consultancy than capable of preparing you for 


projects, courses in e-commerce the future 


pm UNIVERSITY OF 
(P CAMBRIDGE 


www.jims.cam.ac.uk Judge Institute of Management 





Cambridge University aims to achieve 
dé ямс cambridge's business school 
st quality in teaching and resear 8 
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о. Amsterdam 
Princeton University CG Institute of Finance 


Bendheim Center for Finance 


In cooperation with the 
INSEAD 
Upcoming Course: 
Asset and Liability Management 
Negotiation Analysis 
Master in Finance Financial Risk Management 


. Measuring and Implementing 
This new degree, designed to be completed in two to four Economic Value Added : 
semesters, prepares for a wide range of careers in the financial 
industry, ranging from financial engineering, risk management 
and quantitative trading to quantitative asset management and Advanced Valuation 

financial forecasting. Advanced Corporate Finance E 
- Financial Restructuring = Going Public (March 19 +23). 
- Financial Innovation (March 26 - 30) `. 


Foundations of Finance 


Priticeton's Master in Finance provides: 


A rigorous core curriculum in financial mathematics, Real Options (April 5 - 7) 
economics, statistics and data analysis 

The opportunity to tailor the program with a wide range of 
elective courses 


Career assistance Stock Option and Foreign Currency 
Option Pricing (April 23 - 25) 


Valuing Commercial Banks (April 9 - 10). | 
Venture Capital Investments (April 17 + 20) = 





| Applications are now sought for admission in September .. 
2001. For detailed information see: 


http://www.princeton.edu/-bcf 3 AIF - Р.О, Box 59536, 1040 LA Amsterdam, The Netherlands 
' à i te 6 +31-20-5200161 
e et: www.aif.nl 


For information, please visit our Web site or contact us directly, 


The one-year full-time executive MBA programme offered by the Vlerick Leuven Gent Management School 


sharpens up all your management skills. The know-how embedded in the academic traditions of Leuven and Ghent is combined 
with the practical input of the innovative Flemish business community. And all this takes place right in the centre of Europe, where 
doing business always acquires an international character. 


Do you want to find out more about Vierick? Come and see us at опе of 
the MBA fairs, browse through our website, or call, write or mail us. 


Vierick Leuven Gent Management School, 
Bellevue 6, 9050 Gent, Belgium 
F +32 9 2109711 « Е +32 9 2109700 + E-mail: info@vlerick.be 
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DURHAM 


The University of Durham MBA comes in three AMBA accredited 
study options ~ Full-time, Part-time or Distance Learning. 
Find us @ www.dur.ac.uk/udbs or call +44 191 487 1422. 


+ University of Durham 
BUSINESS SCHOOL 


Investing in excellence in aching and research 




















WORLD BANK INSTITUTE 


Promoting knowledge and learning for a better world 





Institutional and Policy Reform for Sustainable 
Rural Development 





The World Bank Institute is offering the following two regional courses in 
partnership withz 
* National Institute of Rural Development (NIRD), Hyderabad, India: 
Jan.15-19, 2001, for South Asia; and 
*  SEARCA, Los Banas, Philippines: Jan. 22-26, 2001 for East Asia; 
The course will also include a joint six-week Distance Learning Component: 
January 29-March 13, 2001 





private. sector professionals, NGOs and 
experts from development agencies, 
Structure: A combination of a one 
week Tace-to«face component, followed 
by a six-week component of discussion 


Objective: To share experience, 
knowledge and latest thinking on 
conceptual, strategic and best practice 
approaches to policy issues for rural 
development and rural poverty 


reduction, by internet/email (about 2 hours/day) 
Topics: This fee-based program among participants and external experts. 


consists of six modules: Globalization, 
WTO, and Agricultural Trade Policy; 
Rural Productivity and Natural 
Resource use; Role of State in Rural 
'erty; Community-driven 
dopment and Decentralization: 
Gender Issues and Rural Development; 
und Supporting Systems and Linkages. 
Audience: Policy makers and Deadline for Application 
implementers, advisors, public and 1 December 2000. 
For further information on application procedures 
and program fees, please contact: 

NIRD: S Rajakutty: 

Ph: 491 40 4015289, 4016252 

Fax: 491 40 4015277 em: raja 8 nird.ap.nic.in 


SEARCA: Alice Occidental: 
Ph: +63 49 536 2365, Fax: +63 49 536 2914 
em: apo? searcaorg 


Faculty/Resource Persons: А core team 
from the World Bank with staff from 
training partners and international 
experts, 

Qualifications: Background in any of 
the rural development facets, English 
proficiency, basic computer literacy and 
daily access to email, 

















BIRMINGE 
BUSINESS 
SCHOOL 
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HUMBOLDT UNIVERSITY OF BERLIN 
Faculty of Agriculture and Horticulture 


MSc in International Agricultural Sciences 


м“ Prepares students for a career in an international v work environment 

v International teaching staff. 

z Innovative teaching and | earning шылд 

z Flexibi le curriculum through modular course structure 

/ Classes start in October (apply until March 31) tor students with 

BSc degree, German Vordiplom or ш ivalent 

/ Four semester program 

/ One semester study at a partner ону abroad (optional) 

International Partner Universil i 
Uni iyersity ol Minnesota, 

Wageningen Uni versi ily arid Research Ce 

‘The Netherlands 


; Makerere University. p 
шша айа State Uni үм USAT 









ACEDOUUNE 2600 

















E-mail: jage@agrar, hu-berlin.de 
www.agrar.hu-berlin.de/lags 


Virginia Polytechnic Institute and State 
Universily, U.S.A, 


2 

























Working with the EU 
Institutional Relations 
and Public Affairs 

















7- DAY INTENSIVE PROGRAMMES 
November 26 - December 2, 2000 
















Your fast track 
to Brussels 






Weal for those “needing immediate practical 
Artsights into how. Europe and how best to 
мак with Európe: 


















i action- with détailed guidance and 
examp «o 1 how to lobby, manage corporate public 
: thost effectively у ror the d 








For details, please contact: 
Anne Boi 

e-mail: ecp 

Tel, +32 (0) 

Fax +32 (0)2.732.75 25 











www.ecpab.com 










The Executive MBA 


* educates managers from all over the world 
* taught in 8 intensive modules each lasting for 7 
* or by evening study 
* eniry points in January, April, June and September 
+ flexible — a minimum of two modules acyear 
* Birmingham faculty teach in the UK and Singapore 
‘Developing global competence 
for a changing world’ 
Full ime MBA programmes: 
: MBA International Business А 


МВА International Banking aud Finance 
The European MBA with ESC Montpellier 


HTTPV/www.h 
Tel: 44 (0)121 414 6693 






days 








М 











ew 


tonan 











ham.ac.uk/business ^ Email: MBA@bham.ac.uk 
Fa {O21 4143553 
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ри ` : 

SHELADIA Associates, Inc., an international engineering consulting 
firm based in the United Stites iv seeking experts for current and upcoming projects in South 
Asia, Southeast Asia; the Newly Independent States and Africa. Specialises with 10 plus years 
experience in developing countries, work аз Team Leader is a plus. All candidates should 
have experience working on multilateral funded projects. English language a must, a foreign 
language desired: 


Irrigation: 
* Civil Engineers with experience in design and construction. management of 
irrigation /drain: ic systems, including head works, canal systems, structures, on-farm 
systems, and water resources planning. Particularly interested in candidates. with 
Mekong River (Cambodia, Thailand, Vietnam) experience and at last 
hS years as в Te am Leader, 























organi one aO) Sade, monitoring and maton, and iilud 
economists also sought. 


1-301-948-7174 ог email: 





Degreed Specialists send detailed resumes tò Fax: 
шар} К 























UNIVERSITY OF 
CAMBRIDGE 


Faculty of Economics 
and Politics 





Iniversity Lectureship/ 
rsity Assistant Lecturership 






Applications are invited for this post in any area of economics. 
The Faculty is particularly interested in people able to make a teaching 
contribution in Finance or International Economics. The appointment 
will be from 1 October 2001. 


Further particulars may be obtained from the Secretary of the 
Faculty’s Appointments Committee at the Faculty of Economics and 
- Politics, Sidgwick Avenue, Cambridge СВЗ 9DD, e-mail: 
appsec@econ.cam.ac.uk Alternatively, details can be found at 
www.econ.cam.ac.uk 


Applicants should send their detailed curriculum vitae, list of 
publications, an outline of research plans and the names and addresses of 
three. referees (including e-mail addresses) to the Secretary of the 
Appointments Committee at the address above by 6 December 2000 and 
should ask their referees to write directly by the same date. The Faculty 
regrets that it cannot accept applications in the form of 
e-mail attachments. 












The University b committed to equality of opportunity 


COURSES 





Readers are recommended 


to make appropriate enquiries and take 
appropriate advice before sending money, 

incurring any expense or entering into a binding 
commitment in relation to an advertisement, The 

"n {үстөгүн АИЙ, bes Economist Newspaper Limited shall not be liable 

1-800-246-4757 то any person for lass or damage incurred ar 

suffered as a result af his/her accepting or offering 
to accept an invitation contain 
advertisement in the Economist, 


B.S., M.S. Ph.D. Many fields. А 1 
NO COST evaluation! Send resume. 
6400 UPTOWN BLVD НЕ, SUITE 298-W 





in any 


Technically-trained? 


Live up to your 
Leadership Potential! 


Inquire about the program 
"Mastering Technology Enterprise". 


info@ctm.ethz.ch 
www.ctm.ethz.ch 
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CALL FOR CANDIDA 
THE BARRY AND VIRGINIA WEIN! 
DISTINGUISHED PROFESSOR 

OF ENTREPRENEURSHIP AND E-BUSINESS 














The University of Hawai College of Business Administration seeks 
a visionary and innovative leader, researcher, scholar and teacher to 
occupy the Chair of the Barry and Virginia Weinman. Distinguished. 
| Professor of Entrepreneurship and E-Business. ; 
| The Chairholder will advance the frontiers of the field. f 
entrepreneurship in the information age: He or she will serve asa leadei 
and catalyst for research, instruction and practica! application of t 
latest developments and trends in the areas of entrepreneurship and 
| e-business, and will be affiliated. with the new Center for: 
Entrepreneurship and E-Business at the College. The Chairholder wi 
| have special responsibility for the roles of entrepreneurship and 
| e-business in the articulation of the College's two academic strategic 
| 


































thrusts, international business and information technology, in an Asia 
Pacific context. The Chairholder will serve as a resource, liaison and. 
ambassador to the business community and as a resource for the: 
College's doctoral; executive MBA and executive development 
programs. | 
The minimum requirement are: 
* Doctorate in business ota related field from a college or university 
of recognized standing, or equivalent professional competence and |] 
experience as an entrepreneur. 
* Evidence of excellence as a teacher. 
© Four years or more of full-time college or university teaching at the 
rank of at least associate professor, or equivalent entrepreneurial 
experience, with evidence of increasing professional maturity, 
e Senior-level academic or equivalent professional entrepreneuri 
experience which Eas resulted. in significant recognition b 
national or international community of scholars or practitioners in | 
the same field. | 
Desirable qualifications are: 
* Stature and reputation as a researcher and a teacher, in a discipline | 
related to entrepreneurship and e-business in the context of one or: 
both of the College's two academic strategic thrusts, international 
business and information technology, in an Asia Pacific setting 
e Distinguished. record of accomplishment in entrepreneuri 
e-business environments, 
* Proven ability to work with and provide professional expertise t to 
the business community. ; 
Salary: Commensurate with qualifications and experience. 
Start Date: Academic Year 2001-2002. 
Closing Date: Continuous recruitment until position is filled; fist 
screening date is December 6, 2000. 
Position Number: 86232 Full-Time 
How to Apply: Send letter of application, resume and supporting 
materials including a list of references to David McClain, Dean and. 
First Hawaiian Bank Distinguished Professor of Leadership and 
Management, College of Business Administration, University o 
Hawai'i at Manoa, 2404 Maile Way, Honolulu, НІ 96822, E-mail 
applications accepted at mcclain&icba. hawaii. edu; The College Web 
site is located at www.cba.hawait.edu. 
























































| 
| 
| 
| 
| 
| 
| *4| COLLEGE OF BUSINESS ADMINISTRATION 
| Jj UNIVERSITY OF HAWAFLAT MANOA 

Established in 1949, AACSB accredited, 

D An Equal Opportunity/Affirmative Action Employer. 































Chair/Reader in Finance 
and Director of the 
Deutsche Bank 

Risk Programme 


Following major funding from Deutsche 
Bank, the LSE wishes to appoint a chair or 
reader in finance with specific reference to 
risk management. Applications are invited 
from social scientists in the area of finance. 
The postholder will be located in the 
Department of Accounting and Finance, and 
will be a member of the newly established 
Centre for the Analysis of Hisk and 
Regulation (CARR) and of the Financial 
Markets Group (FMG), both of which are 
ESRC research centres. The successful 
candidate will also be the Director of the 
Deutsche Bank Risk Programme, which is 
an interdisciplinary masters programme on 
the management and regulation of risk. 
This will involve interaction with colleagues 
in other departments contributing to 
the masters programme. He or she 
should also be willing to support the broad 
college of research interests spanning 
CARR and FMG. 














In addition to an international research 
reputation in finance, the postholder will 
have a strong and active institutional 
understanding of risk management practice. 
The Deutsche Bank chair or reader will 
also be expected to develop relevant 
research networks and be capable of 
commanding the respect of the regulator 
and practitioner communities. 


Further particulars and details of how to 
apply may be obtained from the Personnel 
Division, The London School of Economics 
and Political Science, Houghton Street, 
London WC2A 2AE (tel: 020 7955 7072; fax: 
020 7849 4625; e-mail: j..peckGlse.ac.uk 













The closing date for the receipt of 
applications is 8 December 2000. 


Please quote job reference 
number SA/00/04. 











The London School of Economics and Political 
Science is committed to equal opportunities and 
excellence in teaching and research 
















































«wy VENEZUELAN NATIONAL ASSEMBLY 
X Economic and Financial Advisory Office (EFAO) 

| ASAMBLEA NACIONAL 

| REPÚBLICA BOLIVARIANA DE VENEZUELA 

Oficina de Asesoría Económica y Financiera 








SENIOR ECONOMIST (4 positions) 
JUNIOR ECONOMIST (6 positions) 


Interamerican Development Bank 945/0C-VE Loan Agreement 
(Programa de Apoyo al Proceso Presupuestario y 
Fortalecimiento de la Política Económica) 








EFAO produces economic policy analysis for the Venezuelan 
National Assembly. EFAO economists also track the 
development of the national and international economy and 
produce scholarly research related to their areas of 
specialization. Candidates with a PhD or MA in Economics 
will be given preference. Fluently in Spanish is required. 
Work experience in public institutions is valued. 


Candidates should send a curriculum vitae by 
December 15 to; Francisco Rodríguez, Chief 
Economist, Oficina de Asesoría Económica y 
Financiera — Asamblea Nacional, CCS 8131, 
Р.О, Box 025323, Miami, FLA, 33102-5323. 


For more information on the rules of the contest (in Spanish), 
please send e-mail to: jlares@cantv.net 


Upon selection, candidates will be required to offer proof of 
all activities listed on their CV. 


DIRECTOR OF EXECUTIVE EDUCATION 


CEIBS - Shanghai, China 

CEIBS, a joint venture between the EU and China, is ranked as the number one 
business school in China, and aims to be among the best in Asia and a significant 
international player, within the next 5 years. CEIBS currently has a full-time MBA 
programme which admits 130 students a year, a part-time Executive MBA which 
admits 300 students à year and an Executive Development Programme which 
educates about 4000 managers a year. Housed on a new campus since October 1999, 
the school offers an intellectually stimulating environment and world class facilities. 


CEIBS is truly at the interface between Eastern and Western business and 
management, We provide a range of open and company specific programmes for 
both foreign and Chinese organisations, with which we hold the leading position in 
Executive Education in China. 


An individual is now being sought to build CEIBS' Executive Education platform 
for the future. Candidates should have a minimum of five years experience in and a 
comprehensive understanding of, executive development and will be MBA 
graduates. A knowledge of China and Chinese language skills would be 
advantageous but not necessary. Employment will be offered on an initial 4 year 
contract with an option to renew, and will provide an attractive. remuneration 
package including the usual expatriate benefits. 


If you are in Executive Education, and are looking for challenge and excitement in a 
country which is undergoing seismic economic and social change, are excited by the 
possibility of creating your own future, and are motivated to play a leading role in 
globalising what is already the leading brand in business education in China, contact us. 


Dr. Albert Bennett 
President, CEIBS 

699, Hongfeng Road, 

Jingiao, Pudong 
Shanghai 201206 PRC 
Tel: +86 21 2890 5113 / Fax: 486 21 2890 5102 
E-mail: abennett& mail сето edu 
Web site: www.ceibs.edu 
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NCM is one of the world's leading 
credit insurers providing protection to 
UK and Overseas customers against 
risk for non-payment. The NCM group 
underwrites some £80bn of trade 
annually worldwide. 


GROUP ECONOMIST 


Salary: círca 27k + benefits 


The economics team runs NCM's rating systems and the 
Group Country Committee. Reporting to the Senior Group 
Economist, You will have research and recommendation 
responsibility for a number of countries. A significant new 
opportunity also exists to develop and run the trade sector 
rating team. The position will also provide significant 
opportunities for development through varied project work. 


` You will be flexible as regards to hours and travel and must 
have at least a good first degree in economics, with the ability 

“to demonstrate a sound command of macroeconomics and 
sovereign risk analysis. You will either already. possess, or will 
be prepared to work towards developing knowledge of 
industrial economics and/or financial analysis. Some 
knowledge of econometrics, spreadsheets and/or statistical 
packages would be a significant advantage. 


In the first instance, please forward your full CV to 
Posy Brooks, Human Resources, NCM Credit Management, 
3 Harbour Drive, Capital Waterside, Cardiff СЕТО 4WZ. 


Closing date for applications is 24th November 2000. 


MAKE AN 


Expand the scope of your 
carcer at IntlOpps.com, an 
international consulting 
company providing busi- 
nesses with the personnel 











Be part of an exciting internationally 
focused work environment. You will 
work on challenging short- and long- 
term assignments, earning а com- 
petitive salary and benefits package. 


INSEAD 


THE NOVARTIS CHAIR - 
IN HEALTHCARE MANAGEMENT 


INSEAD is inviting applications and nominations for its NOVAR 
Chair in Healthcare Management, The school is seeking an. — =) 
outstanding academic with a strong record of published research i in. 
healthcare and close ties to a discipline (e.g. economics, operations: 
management, marketing, organisational behaviour, or strategy). The 
chair holder will help develop the research and education activities - 
that will position INSEAD at the leading edge of management 
thinking worldwide in this increasingly important area. 

INSEAD is a leading intemational business school, with a campus. 
centrally located in Europe near Paris, France and with an Asian. © 
campus in Singapore. The school has a full-time faculty of 135 
representing 25 nationalities, and attracts 700 MBAs and over 5000 © 
executives from all over the world to its two campuses. The Asian г 
Campus in Singapore opened in September 1999 with the MBA and 
Executive Education Programmes. Faculty сап opt to reside оп either. 
campus. The working language is English. | 


INSEAD offers also. PAD programme with 52 students enrolled in a 
four year programme. 


Applications and nominations should include a curriculum vitae and 
the names and full addresses of at least three references. Applications, 
nominations, or requests for more information should be sent-to: 

Professor Hubert Gatignon, Chairman of the Novartis Chair Search г. 

Committee, INSEAD, Boulevard de Constance, 
71305 Fontainebleau Cedex, France. 
INSEAD is à non-profit association апа does not discriminate 
against race, religion, national origin-or gender. 


IMPACT. 
THE WORLD OVER 


cover бан, clearly indicating the 
positions of interest, as well as your - 
experience living and working abroad. 
International residency status (citizen- 
ship) can be a determining factor in 


they need to thrive in the 
worldwide marketplace. 
Whether revamping clients’ 
technological needs or 
devising new global business 
strategies, IndOpps.com has 
the solution. Employment 
opportunities are constantly 
changing, 
We are looking for profes- 
sionals with overseas experi- 
ence in any of the following 
areas: software/TT, engineering, 
telecom, project management, 
finance, science/technology, 
communications and/or manufac- 
turing. Fluency in foreign 
languages is a plus. 


ERCONOMIST NOVEMBER HTH 2000 


Widen. the breadth of your career 
possibilities with IndOpps.com. 


Categories of International 

Positions Regularly Available: 

> International Sales and 
Marketing Manager 

» International Business 
Development 

> International Project Manager 

> Science and Technology Analyst 

> Economic and Political 
Risk Analyst 

> Financial/Banking 


an overseas position. 


E-mail your response, including 

job code: ECO/1111, to: IndOpps@ 
рзіпессот, Please attach your resume ` 
as a text (.txt) file. Or, reply by FAX: 
(877) 883-6009, If you have appropriate 
experience and match our clients’ 
required profile, we will contact you. 


EOE, M/F/D/V. 
For further information on 


International Opportunities, please 
visit: www.IndOpps.com : 





Consultant 
> Internet/IT Professional 


Qualified candidates, please 
provide your resume and 


IntdOgasicom 
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Reader Salary: £28,350 - £38,874 p.a. inc. 
Lecturer Salary: £20,865 - £33,101 p.a. inc. 


The Department of Economics is seeking to make 
one or more appointments at Reader or Lecturer level 
оп a career track or temporary basis from 
1 September 2001 or at some other agreed date. 
The Department offers various additional financial 
and other incentives to successful applicants. 


The Department invites applications from strong 
candidates in any field of specialisation and would 
ideally like to make at least one appointment in 
macroeconomics ог monetary economics. 
Candidates should have an excellent first degree, a 
completed or virtually completed PhD, and proven 
research ability. 

For further details on Lecturer level appointments 
please phone 020 7955 6183 or email 
recruitment@lse.ac.uk quoting reference number 
AC/00/10. For further details on Reader level 
appointments please phone 020 7955 6657/7072 
or email JLPeck@lse.ac.uk quoting reference 
number SA/00/02. 


Closing date for completed applications: 
15 December 2000. 


The London School of Economics and Political Science is committed 
to equal opportunities and excellence in teaching and research 


The Department of Economics is seeking to make two 
regular appointments, one at Lecturer level and the 
other at Professor, Reader or Lecturer level, in the field 
of Industrial Organisation. The Leverhulme Trust will 
fund both appointments for the first ten years. 
Appointments will be made from September 2001 or at 
some other agreed date. 


Candidates should have an excellent first degree, a 
completed or virtually completed PhD and proven 
research ability. 


Salary is in the Reader's range of £28,350 - £38,874 pa 
inc, or the Lecturer's range of £20,865 - £33,101 pa inc. 
Salary in the Professor's range to be determined by the 
Director. The Department offers various additional 
financial and other incentives to successful applicants. 
For further details on Lecturer level appointments, 
please phone 020 7955 6183 or e-mail 
recruitmentGlIse.ac.uk quoting reference AC/00/11. 


For further details on Professor and Reader level 
appointments, please phone 020 7955 6657/7072 or 
e-mail jipeck@ise.ac.uk quoting reference SA/00/03. 


Closing date for completed applications: 
15 December 2000. 


The London School of Economics and Political Science is committed to 
equal opportunities and excellence in teaching and research 





RWA International Ltd 


Experienced Team Leader 


Required for range inventory and monitoring project in Southern 
Africa for 14 months from January 2001. Experience and 
qualifications in ecology and/or range management sought, with 
abilities in institutional development and rural livelihoods analysis an 
added advantage. Previous applicants need not re-apply. 

Please apply with full CV, salary history, availability and referees to Mrs Lesley Sharp, 


Beckets House, 34 Market Place, Ripon, North Yorkshire, HG4 1BZ, UK 
E-mail: lesley@rwainternational.com Fax: (+44) 1765-600344 


School of law (Austria) 


Paris Lodron University of Salzburg 


Professorship of World Trade Law and 


International Organisations, 
Department of International Law and International Organisations | 
(in succession of Professor Christoph Schreuer, J.5.D) | 


We are looking for a Расе able to cover — both in teaching and research ~ all | 
sectors of public international law, with special emphasis on world trade law and the | 
| law of international organisations. | 


The post-holder will have a higher degree (“habilitation” or equivalent) in 
international law or a related discipline; besides his/her ordinary functions as a teacher 
he/she is expected to take part in our special programmes on trade law, The | 
University is an Equal Opportunities Employer. (In cases of equal qualifications | 
women will be given preference as required by Austrian Law.) | 





Applications containing CV, list of publications and a description of previous posts and 

functions should be submitted to Dean Professor Dr. Walter Berka, Churfuerststrasse d 
1, A-8020 Salzburg (Austria) by 315 of December 2000. For further information, | 
including the official text of this advertisement (in German), please contact the Dean's. | 
Office: phone «43 662 8044 3000, email: rmdekanat@shg.ac.at and see | 
bttp:/wwwshg.ac.at/dir/mbl/ 2000/1102, btm | 












Fachhochschule Wiesbaden 
University of Applied Sciences 


Applications are invited from suitably qualified persons for the 
following post 


: Professor of Organisation / 
Personnel Management 
in the Department of International 
Business Administration 


Position Code: 14-P-43/00 (Bes.Gr. C2 BBesG) 
Position begins: 1 September 2001 


Requirements: Candidates should have a long-time practical 
experience in the organisation of international companies, 
particularly in the field of IT-support, apart from the necessary 
academic qualifications. Fluency in English and German and 
possibly a third language is needed. 














Due to the increasing internationalisation of our educational 
programmes, applicants should be able to. hold courses in 
English as well as in German, Applicants for all positions should 
meet the requirements for holding a professorship as stated in 
88 70, 71 of the University Law of the State of Hesse (HHG) 
(GVBl | 2000, S. 374 ff). Generally, an earned doctorate is 
required. 


Persons with serious disabilities will receive preference over 
those with similar qualifications. 


The equal opportunity plan of the Fachhochschule Wiesbaden 
- University of Applied Sciences aims to increase the percenta- 
ge of women in these positions. Applications from woman are 
especially welcome. Please submit your written application - 
including the position code - together with informative docu- 
mentation not later than 4 December 2000to the 


President of the Fachhochschule Wiesbaden 


University of Applied Sciences 
Kurt-Schumacher-Ring 18 


D-65197 Wiesbaden 
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Fulfilling Britain's commitment to ШОО ШШ ТТА ЗАДЫ 


BUSINESS & PERSONAL 





Department for 
international 
Development 


DFID 


The Department for International Development (DFID), is 
presently recruiting for 3 Reconciliation/Conflict and 
Humanitarian Advisers: A Senior Conflict Management 
Adviser (Africa), Reconciliation and Development Adviser (Sri 
Lanka) and a Disaster Management Adviser (United Kingdom 
Overseas Territories). 


DFID's overall aim is the reduction of poverty in poorer 
countries. One key aspect of this is the need to reduce the 
impact of violent conflicts, and of man-made and natural 
disasters. 


Senior Conflict Management Adviser 


The widespread occurrence of violent conflict and related 
complex humanitarian emergencies are amongst the key 
challenges to development in Africa. As Senior Conflict 
Management Adviser, you will be at the heart of policy 
making and strategy advancement, providing advice and 
analysis in DFID's Africa Division on policy, programme and 
funding issues to enhance the quality and effectiveness of 
DFID and wider government support for relief, rehabilitation 
and conflict reduction activities in African countries. This will 
be a permanent and pensionable Home Civil Service 
appointment. 


Reconciliation and Development 


Adviser 


Appointed for a period of two years in Sri Lanka, you will 
work as part of a multi-disciplinary team helping to support 
DFID's challenging poverty reduction programme by 
developing effective partnerships that promote reconciliation, 
help the poor cope with conflict and raise the quality of 
education. This will include working closely with other 
donors, government and civil society. 


Disaster Management Adviser 


Appointed for a period of three years, you will be principally 
responsible for helping to facilitate the establishment and 
development of a revitalised Comprehensive Disaster 
Management capability within the United Kingdom Overseas 
Territories. This will build on existing national and regional 
disaster management programmes and initiatives, and 











The Department for International 
Development (DFID) is the UK's 
government department responsible for 
promoting development and the 
reduction of poverty. DFID is committed 
to the internationally agreed target of 
halving the proportion of people living in 
extreme poverty by 2015. 

DFID works in partnership with 


U.S. Bank Account 


É : | CANADA... 
Opening Service н 


` CALL ANYTIME Tel: 1.800.423.2993 


Fa: 


{toll free) or +302.996.5819 
x: 1.800.423.0423 (USA/Canada only) 
or Fax: +302.996.5818 
E-mail: inc info&delbusinc.com 





internet: http://www.delbusinc.com 
Delaware Business Incorporators, Inc. 


DHE 
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Applications can be obtained, quoting reference AH375/5/MM/TE clearly on your envelope, from Department for 
international Development, Abercrombie House, Room AH375/5, Eaglesham Road, East Kilbride G75 8EA or 
telephone 01355 843352 (answerphone) or e-mail: group5b1Gdfid.gov.uk — http://www.dfid.gov.uk 


governments, international and national 
non-governmental organisations, the 
private sector and institutions such as the 
World Bank, UN аре 
European Commission. Most of our 
assistance is concentrated on the poorest 
countries in Asia and sub-Saharan Africa, 
but we also work in middle income 
countries, and in Central and Eastern 





RECONCILIATION/CONFLICT AND - 1 | 


HUMANITARIAN ADVISERS 
UK AND OVERSEAS — 


provide support by way of exchange of information, best 
practise, training, liaison, expertise and co-ordinated 

approaches to promote the implementation of adequate 
measures in the Overseas Territories to prevent, mitigate . 
against, prepare for, respond to and recover from the impacts 
of major incidents or disasters. 


QUALIFICATIONS AND EXPERIENCE 


For all posts, you will need a good relevant post graduate 
degree or equivalent professional qualification plus extensive 
understanding, knowledge and operational experience in; c. 
development, conflict management and humanitarian issues, 
and the international system for response. 


Applicants should have good interpersonal, team working, 
communication and computer skills, be able to meet tight 
deadlines, and produce high quality results. 


TERMS OF APPOINTMENT - 


Starting salary on offer for the senior adviser post is in the 
range of £37,434 to £58,514 per annum, All other advisory 
posts offer a starting salary in the range of £33,882 to £48, 252. | 
per annum. Salary offered will depend on experience. 
Overseas appointments attract beriefits, including variable tax 
free overseas allowances and fare paid leave passages. с 
Permanent appointees must be willing to serve where posted 
around the world or in the UK, and will be subject to a 10 
month probationary period. 


Permanent appointees would be expected to be able to give 
several years service before thé normal Civil Service 
retirement age of sixtv. Subject to this, applications are 
welcome from people.of all ages. 


Applicants should be nationals: of member states of the 
European Economic Area (EEA), Commonwealth citizens who 
have an established right of abode and the right to work in 
the United Kingdom or those granted refugee status as 
defined by the 1951 UN Convention on Refugees. 


The closing date for applications. is 4th December 2000. 
DFID is also seeking expressions of interest from those 
wishing to work for the United Nations as Conflict and 
Humanitarian Specialists. Details will be passed to the UN for 
further consideration. 

































Europe. 

DFID is committed to a policy of equal 
opportunities and encourages 
applications from all parts of the 
community. We would particularly 
welcome applications from, women, 
people from an ethnic minority 
background and people with a disability. 
Selection is on merit. 


jes and the 






Invest in U.S. Commercial Real Estate 
Specializing in Single Tenant Net-Leased Properties To Strong Credit Tenants 


Office Buildings - Free Standing Retail - Industrial and Distribution - Institutional: 


BARNETT COMMERCIAL REALTY, INC 


Acquisitions, Asset Management, Leasing and Project Management 
Principals Only 


Tel: 1.540.656.3538 E-mail: joarnett@ barnettproperties.com Fax: 1.540.656.3639 































































JOB HUNTING INTERNATIONALLY? 
Executive $75K-500K *. Career searching into, within or out of 
Asia / Europe / M.East / U.S.? Contact for Free Info & Critique 


www.careerpath.co.uk 


Fax: Email: 
USA/Canada +1 2024781698  cpamerica&2careerpath.co.uk 
Europe +44 20 75048280 © cpeurope@careerpath.co.uk 


Asia / M. East / Aus +66 2 2674688 сраза (КК. loxinfo.co.th 





World Economic Forum, Euromoney Institutional Investor, 


Associate Editor, World Link 


We are looking for an Associate Editor who can write, commission 
and sub-edit as part of a small and dynamic team. This demanding 
post oVers а competitive salary and involves travel. 

The ideal candidate will be ап all-rounder with: 

@ intelligence and originality 

Ф interest in global business issues, geopolitics and emerging markets 
@ QuarkXPress, production and language skills desirable 

World Link circulates to nearly 30,000 business and political leaders 
globally. The not-for-profit World Economic Forum is known for its 
annual summit in Davos, Switzerland. 

Reply to the Editor by email or in writing with cv by December 4: 
World Link, Nestor House, Playhouse Yard, London ec4v Sex. 
-kmehta@worldlink.co.uk 





The University of Manchester 


Institute for Development 
Policy and Management 


Lecturers (Five Posts) 


The Institute for Development Policy and Management (IDPM) aims to further 
strengthen its national and international reputation as a leading centre for research and 
postgraduate education in international development by the appointment of five 
lectureships. These new posts will support a major expansion in IDPM's activities 
based on continued growth in postgraduate recruitment and the award of grants by the 
Departinent for International Development 10 establish a Centre for Research on 
Chronic Poverty and Development Policy and a Centre for Research on Regulation and 
Competition. | 


THE UNIVERSITY 
of MANCHESTER 





The appointments are for Lecturers who can teach and research in the following areas: 

* Social Development - Ref: 899/00 

* Human Resource Development - Ref: 900/00 

* Politics and Development - Ref: 901/00 

* Public Economics and Management - Ref: 902/00 

* Development Economics and Finance - Ref: 903/00 
Candidates must be able to direct and teach postgraduate level degree and. professional 
training programmes, and will also be research active, with a capacity to publish and 
engage in policy debate, 
The appointments will be for two years initially and it is the intention to extend the 
contract subject to funding. 
Salaries will be on. the lecturer scale. AB, £18,731 - £30,967: p.a. according to 
qualifications: and: experience. Starting. dates will be: April. or September 2001. It is 
anticipated that interviews. will be held between 87 12 January 2001. 
Informal enquiries for the Public Economies and Management and Human Resource 
Development posts to Dr Paul Cook: E-mail paul:cook@man.acak; for the Social 
Development and Politics and Development posts to Professor David Hulme; E-mail: 
david. hulme@man.ac.uk and forthe Development Economics and Finance post to 
Professor Colin Kirkpatrick; E-mail colin:kirkpatrickh@man.ac.uk 
Application forms and further particulars are available from the Office of the 
Director of Personnel, The University of Manchester, Oxford Road, Manchester 
МІЗ 9PL. Tel: 0161 275 2028; Fax: 0161 275 2471; Minicom (for the hearing 
impaired): O16) 278 7889; E-muil-personneliümanac uk Web Site: hitp:/www.man.ac.uk 





Please quote appropriate reference number. Closing date for receipt of applications is 
Friday, 8 December 2000. г 


Аз an Equal Opportunities: Employer, the University weleónes applications from suitably qualified people from all 
основа of the community regardless of race religion: gender or disability. 
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The creme always rises to the top, so 

why shouldn't you? 
Looking for the way to achieve that higher level of income? If you're an 
international senior executive, over 40, and currently earning $100K+ per 
year, we can assist you in attaining your goals. Resume Broadcast 
International, will manage your career search with the personal contact 
necessary for success. Our commitment is not just 40 hours per week, but 
24 hours a day, 365 days a year. Contact us at Tel: (619) 224-9257, Fax: 
(619) 224-9268 or E-mail: 102224.3306 @ compuserve.com and open the 
doors to opportunity today. 


Resume 
Broadcast 
international 


C THE GLOBAL ALLIANCE FOR 


TB Drug Development 


Aw vision, revo partria, nexe TB arua fae adl 


Director of Advocacy Position 


The Global Alliance for TB Drug Development, a major international health 
initiative, wishes to recruit an exceptional individual to manage the process of 
developing. organizing and implementing all aspects of its fundraising and 
global advocacy activities, including mobilizing political and financial 
commitments for new TB drug development, managing public and private 
partnerships, and raising awareness about TB and the need for new treatments. 










Resume Broadcast International 

P.O. Box 6930, San Diego, California 92166, USA. 
Tel: 619 224 9257, Fax: 619 224 9268 
Email: 102224.3306 @ compuserve.com 






















For a more detailed description of the position and qualifications, please visit our 
web site at www.tballiance.org. 





Please send a detailed resume, a cover letter, and three references with contacts. 
Applications must be sent before December 15, 2000 to: 
The Global Alliance for TB Drug Development, 420 Fifth Avenue, 21st Floor, 


New York, NY 10018, USA 
Attn: Di Eckerle - (Ref. Advocacy Director) 


Only those applicants in whom the Global Alliance has further interest will be contacted. 








Lombard Street Research 


Economist - Developing economies 
(full-time, £33 000 plus bonus, beginning January 2001) 


Lombard Street Research Ltd. is a macroeconomic research consultancy, 
aiming to provide accurate forecasts and economic analysis in order to help 
investment institutions improve their strategic. decisions. Analysing economic 
fundamentals, with an extensive use of econometric modelling, the candidate 
will produce country analysis to short deadlines. He or she will be engaged 
into the development of an Emerging Markets Service. The candidate should 
have a good quality MSc degree їп Economics with a large econometrics 
component; in depth cultural and economic knowledge of East European 
countries; will be able to read and speak three East European languages; and 
will be fluent in two other West European languages. Proven ability to produce 
clear and. concise analysis ís vital, together with an excellent command of 
English. 


Applicants should e-mail a CV, covering letter апа а short writing sample to 
Gabriel Stein at gabriel.stein&lombardstreetresearch.com or send it to 30 
Watling Street, London ECAM.9]N. 
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Canadian Businesses for Sale 
* "Toronto Industrial Credit 
(lending/'loans/Savings) 
* Olympec Aggressive Growth 
Hedge Fund 
W/Brokérage & Cash Mgt Acets/Bank 
Acct/ Office Bks. Other Canadian businesses 
& reat estate available. 


AVAILABLE BY 
EUROPEAN BANK 
UCS + SLCS | 
PROOF OF FUNDS 


INVESTMENT LOANS 


FINANCIAL GUARANTEES 


FAX APPLICATION ONLY TO 
+90 392 228 82 91 


* Also Custodial Accounts set up 
w/min US$250K 
Serious Inquiries Only. 
CT Trust Group Fax (604) 871-0039 
service&capitaldevelopment.net 
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С INTERNATIONAL FEDERATION 
OF CONSULTING ENGINEERS 


FIDIC, the International Federation of Consulting Engineers, is the 
Federation of national consulting engineering associations, 
representing 68 countries around the world. It promotes the business 
interests of its members internationally. The Secretariat is currently 
located in Lausanne, Switzerland, but may be relocated to the 
Geneva area in the near future. The FIDIC website is www.fidic.org. 

FIDIC is seeking a MANAGING DIRECTOR who will report to the 
Executive Committee (Board) of the Federation. In leading and 
representing FIDIC, the Managing Director will be responsible for 
effectively supporting the Executive Committee in implementing 
FIDIC's strategic direction. The Managing Director, with the assistance 
of a team of professionals, will also integrate and. support the diverse 
and varied needs of FIDIC's members in advancing the interests of the 
industry in their economies. There will Беа requirement for extensive 
travel, | 


The successful candidate will possess vision and exceptional ability 
and enthusiasm, coupled with strong. communication апа 
interpersonal skills. The preferred candidate will have multilingual 
capabilities, with excellent command. of English, апа fluency in 
“Spanish and/or French and/or German. A background in business and 
government relations would бе а strong asset, as would experience 
in the consulting industry and in association management. 


Interested candidates should send their full CV and application, in 
confidence, to the attention of R. Wayne Bowes, President, FIDIC, 
Box 86, CH-1000 Lausanne 12, Switzerland, marked "MD 
Applications" by November 30, 2000, or by. email to 
wayne.bowesGsympatico.ca. Short-listed candidates will be 
contacted for interviews by 31 January, 2001. An appointment will be 
made by 1 April, 2001, with a starting date for employment of 1 June, 
2001 envisaged. Salary and benefits will be commensurate with 
experience and international benchmarks. 


‘BUSINESSES FOR SALE 





On instructions from the Bank of Zambia, we offer for gale the assets of 
the Chibote Meat Abattoir and Farm 


Situated on a 513 hectare farm along Great East Road and 35 kms from 
the city of Lusaka, the abattoir and farm is strategically located for easy 
distribution of produce to the export and domestic markets. 


The abattoir encompasses modern machinery and equipment 
manufactured in Denmark and has the capacity to slaughter and process 
approximately 150 livestock per day. In addition to the processing of 
meat, the abattoir has facilities for canning of corned beef and has an 
onsite by-product plant. 


All bids for Chibote Meat Abattoir and Farm should be submitted by 
12:00 hrs on 30 November, 2000, 


For further information which is contained in a sale memorandum 
please contact Jack Ward or Nitesh Patel at the following address: 


PricewaterhouseCoopers 

National Savings & Credit Bank building, 7th Floor 
Northend, Cairo Road 

P. О Box 30942 

Lusaka. 

Zambia 


Tek: +260 1 228809, 228810, 220778 
Fax *260 | 220768 
e-mail nitesh. рае ал pweglobal.com 


BUSINESS & PERSONAL ___ 
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DAYBAG DOUBLES AS LAPTOP BAG : 








































Lettersize, Ad, and Legalsize. $650 7 $695. E 
Includes Glaser Insiders" divider and detachable, adjustable © _ 
shoulder strap. Milled black, textured walnut, milled walnut, 


or natural leather. 


Please call for our free catalog. Toll free 800.234.1075. 


GLASER DESIGNS ££: 


TraveL GOODS MAKERS  * 





32 OTIS ST. SAN FRANCISCO, СА 94103 PHONE 415.552.3188 
FAX 415.431.3999 ECON@GLASERDESIGNS.COM 


TENDERS 


E 8р » 
F SHORE г, Government of 
Sa | Malta 
T X -H REE ( E 
Companies world - wide b ues И 
; privatisation 
Consultant 
alta International 
Airport ple) 


Formation and adininistro 
companies, opening of bank a 
tel fax/mail forwarding service 





UNITED KINGDOM. 
- Head Office - 
LAVECO Ltd 
Clos de Suignic, Sark, 
United Kingdom, GY9 08Е 
Raymond Terry Gibson 
Tel: +44-1481-832-542 
Fax: 444-1 481-3321 16 
E-mail: sarküilaveco.com 



















The Government. of Malta 
intends to privatise | 
Malta International 
Airport plc, which in 1999 
handled around 3 million ^ 
passengers. 
































HUNGARY 
Tel: $36-1-217-96-81 
Fax: +36-1-217-44-14 

E-mail: hungary@laveco.com 












Bids are invited by 4th 
December 2000 for 
engaging an adviser zo: 
assist the Government in |: 
this process. y 











ROMANIA 
Tel: +40-92-326-329 
Fax: +40-92-154-605 
E-mail: romania@laveco.com 








CYPRUS 
el; #357-4-636-019 








For more information 
sted parties 
may visit the following 
website: 





www maitai rpo recom 











All New 2001 Edition! 


Connoir 2001. 


American & Canadian Trade Directory 
CD & Print Edition 


Who can supply what we need? Where is the nearest distributor? Who do we sell/huy 
our prodacts/services from? How do we contact them? Quick search by company 
name, brand or trade name allows you to contact company directly from the CD by e 
mail. Get into а supplier/buyer's web site directly from the CD! Work with up-to-date 
info. 








10.8 million American & Canadian suppliers and buyers of consumer and 
industrial products and services including new contact info, web sites, number 
of employees, product innovations, complete branch office, locations, full 
product/service line descriptions, full trade /Prand name descriptions, newly 
registered companies and most senior personnel for each department. 
Categorized by industry, sector and region. 








28,600 product & service categories sub-divided into industry, sector, 
region, state and province. 





4.6 million American companies CEOs, contact name, ride, direct e-mail, 
telephone & fax, business type, web site details, direct web link from CD, year 
established and number of employees for cach listing including stock info. 





985,000 Canadian companies, CEOs, contact name, title, direct e-mail, 
telephone & fax, business type, web site details, direct web-link from CD, year 
established and number of employees for each listing including stock info. 





1200 Governmental Relations & Advocacy firms. High powered US & 
Canadian hobbyists for all interest groups. 

4500 USA & Canadian Financing/Funding sources allows government 
policy makers) and every business executive to research thousands of 
funding/lending sources for all major industries, sectors and government 
bodies, Includes asset based lenders, equipment finance, finance & factoring 
firms, investment banks, [PO Underwriters & OTC market makers, private 
lenders, industrial joint venture specialty firms, govt projects, real estate 
finance and venture capital sources. 





The most comprehensive and award winning research and reference tool for 
serious executives and policy makers! Sold for 088275 for both CD & Print 
Edition (Seld As One Item Mac c PC Compatible) Forward Bank 
Drafi/International Money Order in favour of АНАВЫ FINANCE INC 
CANADA 

Capitol Financial Services Group MAPO- BLDG #4673349 West Georgia 
Vancouver British Columbia Canada VOB 4A 1 Tel (604) 730-6007 Fax (604) 
871-0039 


Quote Ref. CORR/001DB servicettcnpitaldevelopment.net 





The 
Economist 


TO ADVERTISE WITHIN THE CLASSIFIED SECTION, 
CONTACT: 
Stephen Welch, New York 
Tek (1-212) 541 5730 — Fax (1-212) 247 1325 
email: stephenwelch&economist.com 


or — Will Wilkinson, London 
Tek (44-20) 7830 2000 Fax: (44-20) 7830 7111 
email: willwilkinson@economist.com 


EMIGRAT ERICA 
Immigration through employment or business. 
Nurses, Teachers & ТТ, jobs waiting! 
Complete visa processing. 100% guarantee. 
001 561 740 9061 MACS USA Inc. 

539 E Ocean Аус. Ste 402, Florida 33445 


Wwww.enngraletoamertica. con 


FOR OUR 110 PAGE COLOUR BROCHURE CONN 


CW Forster (Director) 


WA 


Ww 


Grosvenor Court, Tower $ 
isle of Man, Great Brita 
TEL: +44 1624 815544 
FAX: +441624 817080 


E-mail: economístGocra.com 


ALL "ү. : 
` CREDIT CARDS 
ACCEPTED. 


RENE WWWw.ocra.com 


1509007 94 Certificated « A member of the Estate and General Group established in 1935 


EUROPE'S LEADING LIGHT 


Crossair of Switzerland, Europe's largest regional airline offers more than 28 daily 
departures from the UK and Ireland to Switzerland. In addition, Crossair also offers a 
network that encompasses over a 100 destinations in over 30 countries through its 


EuroCross hub at EuroAirport Basel. 


For further information contact your local travel agent 


he Сна уву Group 


# "1 ОМООМ' ~N 


и Quality serviced apartments offering best value н 
for money. Gur apartments offer great savings 
compared to hotels. Fully serviced. private 
a bathroom, kitchen, TV. telephone, central a 
heating. elevator. 
Centrally located in Kensington area. a 


CUT THE COST OF YOUR 
STAY IN LONDON 


Comiortable self-contained serviced 
studio flats in Knightsbridge near Harrods, 
fully equipped Kitchen-dinette, bathroom, 
phone, satellite TV. central heating, 
elevator, maid service, resident manager. 


W Tourist Board Approved W 
" Ashburn Garden Apartments и 


Suit 1-2 persons. Brochure by Air-Mail: 


3 Ashburn Gardens Kni i 
ghtsbridge Service Apartments 
п South Kensington, London SW? 4DG, UK [| 45 Ennismore Gardens, 
www.ashburngardens.co.uk London SW7 1AQ. 


TEL: 020 7584 4123. 
Fax: 020 75849058. 
info@keflats.demon.co.uk 
www.ksflate.demon.co.uk 


@ = info@ashburngardens.couk — B 
Tel. +444 207 370 2663 
\ Pax: +44 207 370 6743 J 
‘SERB REE ES 
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CROSSAIR 





BUSINESS 
OPPORTUNITIES 


SPECIALS! 
Offshore Banks-$14,999! Internet 


Banking Software-$ 15,800! 
Offshore Institutions and 


Professionals: Own Your Own 
Internet Brokerage, Money Market 
and Mutual Fund-$20,000! 


Much More. 1.415.383.6200 
www.maderagroup.convemail: 
info@ maderagroupinc.com 








or, +44 845 607 3000, www.crossair.com 








BUSINESSES 
FOR SALE 


Large Cattle Ranching and Agriculture 
Conglomerate in Argentina 


Unique opportunity 


For sale by owner 16 large adjacent 
ranches in Santa Fe Argentina, With more 


than 24,000 heads of cattle, agriculture. 
The best alfalfa in the world. More than 
85,000 acres in productivity, Excellent 
юса! management available. 


Contact: Dr. Caminos (412) 3722035/36 (USA) 
ошсе@ао! сот 
httpllwww.redtail.net/owc/cg 
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-e OWNED BY LAWYERS AND ACCOUNTANTS e CONFIDENTIALITY GUARANTEED e BANK INTRODUCTIONS 


The SCF Group, est. in 1989 provides full ranges of offshore services at what we believe are the 
most competitive rates currently available by a licensed Made firm. 








EST. 1989 For immediate, friendly advice, please conta 


` LICENSED CO. ERE REE de | ш ози ai Ehee — "LONBON. Janson Lotery В 5с (Mons) DUBLIN: Pater Murphy В Comm (Hons) 
& TRUST MANAGEMENT н. Tel:+44 (8) 20 7352 2274 Tel: +353 (0) ! 662 1388 
EE E ) EE DUNS, еви асада (0) 20 7795 0016 Fax +353 (0) 1 662 1554 


Dublin 2, Ireland E-mail: Janson@scigroup.cam E-mail: pmurphy@isctintliolie 























Innovative and cost-effective solutions to protect your assets and minimise your tax. The Sovereign Group is a professional global practice of 
leading tax specialists, operating in 17 jurisdictions worldwide for over 10 years. For complimentary copies of our guides to international tax planning 
and trustee services, please contact your most convenient Sovereign office. Alternatively call for expert practical advice free of obligation or charge. 


BAHAMAS: Coretta Dames GIBRALTAR: Les Roberts HONG KONG: Stuart Stobie imon Denton USA: Paul Winder 

Jel: +1 242 322 5444 Yel: +350 76173 Tel: 4852 2542 1177 +44 (0)20 7479 7070 +1 800 B13 6381 

Fax: +1 242 325 8445 Fax: +852 2546 0550 +44 (0)20 7439 4436 a 1 800 813 6382 

b overeignGroup.com g SovereignG E @ rei T vereigeGroup.com overeignGroup.com 


WW.SOVEREIGNGROUP.COM 


PUBLISH YOUR WORK 


ALL SUBJECTS CONSIDERED 
WRITE OR SEND YOUR MANUSCRIPT TO: 
MINERVA PRESS 
315 - 317 REGENT ST LONDON WIR 7YB. UK 
www.minerva-press.co.uk 








HANDWRITING ANALYSIS 






FINANCIAL 
PRIVACY 


* Offshore Banking Licenses - 
Ready Made Companies - 
Nominee Services 


Questioned document examination 

and aptitude/character assessment 

for recruitment puposes. 
Phillippa Lavell FAE 













Bark үсенте | 
Nominee Суве 
Оло Crot: (Затв 

















9 Village Close, London NW3 SAH 
Tel:+44 020 7794 6060 Fax:+44 020 7431 4699 
E.mail: scribe@netcomuk.co.uk 
www. handwriting-expert.com 






* Confidential & Anonymous 
Banking - Offshore Credit i 
Cards ~ International Mail Drops. d: 


and MUCH MORE at 





Need їо be closer їо 
your future clients? 


International tenders will become common in bi-lateral development 
cooperation projects, according to OECD/DAC consensus. 






www.reputablefirm.com 
Email: info€ reputablefirm,com 


Economic development consultants ~ excellent reputation and fully 
complementary to consulting engineers ~ offer GERMAN 
representation to international consulting engineers and 
management consultants. Centrally located. Office services, 
strategic partnerships, etc. possible. 


Box no: 4113 
25 ST James's Street 
London SW1A 1HG 


International Calls Cost Up To 
85% Less In the New World. 


f vou re looking for the finest international phone rates and service, 
look no further than New World Telecommunications. Because we 
save you up to 85% on all international calls. 


To the U.S. and U.K, 484 true callback innovator, New World 
TE ita provides state-of-the-art voice communica- 
tions and the lowest possible rates for all 
intemational calls originating outside the 
United States through callback. 

Now you can call anywhere in the world 
at amazingly low rates. Perfect for home, 
office, hotel, fax, or cellular phones. Call 
today and be calling globally at 85% less 
the day after tomorrow! 


Call Today! 1-973-438-3168 


1402 Teaneck Road, Suite 114 
T Таа езе, USA 07066 
rid | 1-287-8428 
ewWorla economist@newworldtele.com 
Sew newworldtele.com 














32 2000 New World Telecomimrications. New Wad i a tradentark of New World Telecommtnicaties, AN sights reserve 
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"ul 
OUTPUT; DEMAND AND JOBS | Industrial output fell Бут тоге Elan рене їп both Ger- 


n | many and Britain in September, bringing their annual growth rates down to 4.5% and 0.8% re- 
|; spectively. Unemployment rates in October remained steady in America, Germany, Austria 
| and Switzerland, but dropped in Belgium. Canada's jobless rate rose slightly, to 6.9%. 


% change at annual rate 
GDP 


The Economist poll Industrial 


GDP forecasts 


Retail sales 


bu rd 
(volume). 


% rate 





38 
+ 53 03 





+27 


United States 


as 
ın September. Jul-Sep. 








PRICES AND WAGES Hourly earnings of American workers crept up by 0.4% in October, the 
largest rise since April. In the 12 months to September, producer-price inflation increased to 5.5% 
in Spain and to 6.2% in the euro area as a whole. Austrian wholesale prices fell slightly in Octo- 
ber, but the year-on-year rate of growth increased to 7.2%. 


% change at annual rate 
Consumer prices* _ 
3 mths _ 


The Economist poll 











IRI. а 
+ 72 оз 



































































will boost prices this season, according to 








COMMODITY PRICE INDEX 
Shrinking world cotton. stocks 


HET 


the International Cotton Advisory Com- 


mittee. After falling to 44 cents a pound at | 


the end of 1999, cotton prices could average 
71 cents a pound in the year to July 2002—a 
turnaround after five seasons of decline. 
World cotton stocks are expected to fall by a 
third, to under 7m tonnes, in the three sea- 
sons ending in July 2002. China will ac- 
count for two-thirds of that fall, but it will 
still hold 3096 of world stocks. Government 
controls-will keep China's cotton produc- 
tion under 4m tonnes this season (800,000 
tonnes less than consumption), and the 
country will become a net importer to the 
tune of 300,000 tonnes this season and 
twiceas much next. 


1995100 % change on 
Oct 31st Nov 7th* one one 

year‏ ےا 

Dollar index 

All items ^ 710 691 - 53 - 53 














Sterling index 
All items 
Food 

Industrials | 














Food 
industrials. 
Yen index 
All All items 








Speroz — BORE E eee ERU 
Crude oil North Sea Brent 
$ per barrel 30,50 3154 ~ 05 +334 


West Texas Intermediate 
$ per barrel _ 3298 L 




















Ш ECONOMIC FORECASTS Every month 
The Economist surveys a group of econ- 









omic forecasters and calculates the average 











of their predictions for economic growth, 








inflation and current-account balances for 

















also shows the highest and lowest forecasts 














for growth. The previous month’s forecasts, 
| where different, are shown in brackets. This 











month our forecasters have cut growth esti- 












mates for 2001 for both America (3.3%) and 








the euro area (3.0%). The gap between the 








two has almost closed, in contrast to the 





current year, when America is tipped to 









grow by 5.2% and the euro area by 3.5%. Our 











averages conceal wide ranges, notably for 








| Japan: the average forecast for growth in 








200115 2.1%, but the range from most bearish 











| 
| 
| 
i 
E 
i 
| 
| 
| 
| 
| 15 countries and for the euro area. The table 
| 
| 
| 
| 
i 
| 
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to most bullish runs from zero to 31%. 
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.NCIAL IN DICATORS - 


MONEY AND INTEREST RATES The uncertainty over the outcome of the American] pies B INVESTMENT FLOWS In 1999, global in- | 
| dential race helped to push bond prices downwards. The yield on 30-year American Treasury | flcwsofforeigncapital reached $865 billion, 

: bonds rose to a five-week high of 5.89%. a new record and a 27% rise over 1998. Ac- 
_ Money supply* Interest rates % р.а. (Nov 8th 2000) cording to the United Nations Conference 
% rise on year a90 aver- 3-mth money market banks 2-year corporate on Trade and Development. America was 
narrow — broad o prime gov't bonds latest yearago bonds — | the biggest recipient country, with $276 bil- 












































Australia +9 m. licn-worth of inflows. Funds moving into 

Britain *86 +91 Sep Dus 3 
| Canada +146 +88 Sep 

Denmark na +39 sp 500 5.559 ^ 342 81 

Japan +54 +19 Sep 

Sweden +60 +50 Sep 








Switzerland -49 -22 sep 315 350 204 


United States - 01 +100 sep 650 6.50" 5.79 
Euro-11* — 


























*Narrow: Mie except Britain MO, broad: M2 ог МЗ except Britain M4 Sources, ысу Den Danske, LP. Morgan, Royal Bank of Canada, Svenska 
Handelshanken, Warburg Dillon Read, WEFA Group, Westpac, Thomson Financial Datastream.Rates cannot be construed as banks’ offers 


STOCKMARKETS Stockmarkets were nervy when the result of America’s presidential election 
was delayed, The Dow slipped back a little; the Nasdaq Composite fell by 5.4% in one day. Re- 
newed optimism in Japan pushed the Nikkei 225 up by 3.5% during the week. 






















































































Market indices % change on 
"OO. ое one record” B Fist 1999 

Nov8th high low week year high in local — in$ 

8 = СЕ M Ae , currency terms. 

Australia (All Ordinaries) 33982 33304 29200 + 23 +122 + 46  -158 

Austria (ATX) 7.113257 12361 10294 - 04  - 31 “= &0  -197 

Belgium (Hel 20) —  — — — . 30740 33404 25322 + 08  - 34 - 50-188 

„Britain (FTSE 100) — 64774 69302 $9946 + 03 + 05  - 65  - 65 -1 73 

Canada (Toronto Composite) — 9,5525 11,3888 - 04 +297 3o £135. +71 

Denmark (Copenhagen SE) 99043 1,0390 - 06 «381 4284 + 95 

France (SBF 250) — 40169 4,3907 - 08 +246 5 + 54 = 99 

Germany (Xetra DAX) 20160 80650 64653 ^ - 06. + 08  -138 

italy (BCI) (0 20949 2,1823 (£153. - 14 

` Japan (Nikkei 225) — 15,3996 20,8332 -187 -222 
(Top —— — 1 14536 2,5076 
Netherlands (EOE) 6883 7016 
Spain (Madrid SE) O 9831 1,146.2 





Sweden (Affarsvarlden Gen) 5,2898 6,9606 
Switzerland (Swiss Market) 8.1026 83770 6, 
i United States (ОЛА) _10, 907.1 J 1, 723. 0 


(S&P 500) 1,409.3 1,527 5275 


ra a э‏ پم 


(Nasdaq Comp) 3,2317 5, 048. 6 
Europe (FTSE Eurotop 300)* 1,6442 1 1705. 0 


























Euro.11 (FTSE Ebloc 100)" ЭШИТ; 115505 12777 — 
World (MSC)? 12847 14488 12170 








World bond market (Salomon)? ^ 4227 — 4400 4148 








Ag euro terms. Morgan Stani Stanley Capital international index inctudes individual markets listed above plus eight others, in dollar terms 
salomon Smith Barney World Government Bond Index, total return, in dollar terms 








TRADE, EXCHANGE RATES AND BUDGETS The European Central Bank intervened i in the foreign-exchange markets twice on November 
3rd, and again on November 6th. The euro gained slightly but remained broadly unchanged over the week. The dollar gained against most 
European currencies. In trade-weighted terms, the yen rose by 1.1%. 























P Trade balance*, $bn Current account E , Exchange rate Currency units ^ — Budget 
latest latest 12 $bn The Economist poll trade-weightedt per per per per balance 
month months latest 12 mths % of GDP, forecast Nov 8th year ago $ £ euro ¥100 — "6 of G 
do eMe UU ERE md 2000-2001 hax а i Lin cur МОУ BUN VON a. I со E 
Australia _ - 0.28 Sep - 66 ~ 20.9 Q2 45_ 300 716 










Austria = 0.12 148 






































Belgium - + 174 lus 

Britain —  - 338 Aug 

Canada + 269 Au + 299 + 58 
Denmark + 0484 — 

Kee CU ЕЕ one =. 
Germany + 344 Aug 

ftaly __ +105 Auge ZOM —— nmn O 
Japan + 876 Aug _ +1257 +118.8 Aug 











Netherlands + 1.31 Ax + 129 + 203 Q2 | 






















~ 393.5 Q2 


Euro-11 I 030 Ао 4 225 - 216 Au" — 01 











"Merchandise. Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. АЙ others cifffob. mmu Bank of £ngland *OECD estimate 
Not seasonally adjusted. * *New senes. 
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| @ DIABETES The International Diabetes 
| Federation's new atlas estimates that 151m 
| adults in the 130 countries it profiles now 
| suffer from the disease. Over four-fifths of 
| these cases are "non-insulin-dependent". 
| That type of diabetes tends to afflict ageing, 
| sedentary and obese populations; it is most 
| common in industrialised countries and is 
| agrowing problem in developing countries 
| such as Pakistan and Mexico. The number 
| of diabetes sufferers worldwide is expected 
| to double in the next two decades. Without 
| effective therapy—or ready access to af- 
| fordable insulin for those with insulin-de- 
| pendent diabetes—the illness can severely 
| disable its victims. Paying for long-term 
| treatment of diabetes is also a heavy bur- 
| den on health-care systems; in America, 
| care for diabetics is now thought to cost 
| more than $44 billion a year. 

| 
| 
| 
































ECONOMY Record exports ере Taiwan's trade surplus to $1.3 billion in October; the 12- 

month surplus rose to $8.1 billion. In the 12 months to September, Hungary 's trade deficit wid- 
ened to $24 billion and Poland's narrowed to $14.5 billion. In October the inflation rate rose to 
4.0% in Greece and slowed to 44.4% in Turkey. 


% change on year earlier Latest 12 months, $bn Foreign reserves*, $bn 
















GDP Industrial Consumer Trade Current Latest Year ago 
_ production __ prices — balance account 
nib Sen *28.8 *157 1999 160.1 Sep 





28.3 ш 
322 Aug 












Singapore 


South Korea 









.91 4 AM. 





117 »w 1017__ 
31.6 sep 317 Е 
244 Sep | 218 


31: 4 Aug 









+121 


-115 6 







May 13.7 sep 


134 





fat 
































+ 6.7 02 + 7.2 sep + 1875 


*Exchluding gold, except Singapore; IMF definion. f Year ending june * * New senes 





FINANCIAL MARKETS Manila and Taipei rose meer In the Philippines it looked as 
though President Estrada would have to resign, which cheered investors. Morgan Stanley Capi- 
tal International confirmed that it was to increase Taiwan's weight in its indices. Prague, Buda- 
pest and Moscow all declined by more than 4%. 











EXEAT. Currency units —  Interestrates Stockmarkets —  — % change on — — 

Ex per$ perf shortterm Моу 8th .Dec3i1stt9s9 — 

Nov 8th year ago Nov 8th % p.a. in local in$ 
currency terms 





8.28 
780. 


B2B 


В __ 540 + 469 + 469 
11.1 





уу 


6,950 13110 








Thailand _ 
Argentina 

















681,640 - 289 


404 349 57.7 


10.7 











Russia 
inflation adjusted. 
| Sources: National statistics offices, central banks and stock exchanges, Thomson Financial Datastream, EIU, Reuters; Warburg Dillon Read; I.P Morgan; 








‘in dollar terns 





Hong Kang Monetary Authority: Centre for Monitonng india roy, FIEL; ЕЕС Hermes; Bank Leurm Le-- israel; Standard Bank Group Garanti Bank; 


Ц Deutsche Bank; Russian Economic Trends, 
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technology close to you. 





d - ^ x 
Ё Ex 


Everyone finds their own key to unlock life's secrets and | 
discover the world. Everybody experiences the world in their | 
own Way, using all their senses. And for us, every individual | 
represents a challenge to reflect on products that can make ~ | 
life richer and more rewarding. To us, this is the vary essence of| 
digital technology. | 
We would like you to enjoy your life in your own special way, 

and hope that you will greet us with a smile. www.lge.com 
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Promotional supplement 


November 11th 2000 


Hungarian Economic Review 





Information technology policy 
A strategy to electrify investors 

That a recent OECD report ranks Hungary in 
the upper quartile of its member countries in 
information and communications technology 
(ICT) intensity raises few eyebrows in 
Budapest. While its GDP per capira is 
significantly lower than those of its ICT peers, 
Hungarians are well aware of their scientific 
tradition and present-day capacity for 
innovation, 

The leading contributions of Hungarians to 
some of the most important technologies of the 
20th century—the atomic bomb, the computer 
and game theory—are well known, Much of 
the Soviet empire's defence electronics industry 
was based in Hungary to take advantage of 
this asset. The legacy continues through the 
R&D operations of multinationals such as 
Ericsson, Nokia and Siemens; architectural 
software development bv indigenous firm 
Graphisoft; and start-ups such as FlatStack, 
which has developed one of the world's 
smallest web servers, enabling electronic 
equipment without a computer or operating 
svstem to be controlled and monitored via the 
Internet. 

"We are positioned to become a regional 
centre in this respect," says Zoltan Sik, head of 
the prime minister's informatics co-ordination 
office, “The quality of infarmaticians is 
uniquely high here thanks co a strong maths 
tradition," he explains. "Coupled with 
imminent EU accession, that makes us a good 
long-term partner." 

Mr Sik is busy with issues ranging from 
legal harmonisation to frequency co- 
ordination, The EU-conform Uniform 
Communications Law will liberalise the IT and 
communications market in 2002, lowering 
Internet access charges. And a digital signature 
law is due before parliament in the spring. 

Mr Sik also hopes to bridge the "digital 
divide" that splits the country between urban 
centres and peripheries. "We are expanding 
access to the virtual world by providing co- 
ordination, infrastructure and equipment to 
communities, libraries, municipalities and for a 
scholastic network." Also under development 
is a government portal and network plus an 
electronic public procurement system advanced 
enough to have caught the attention of the EU 
and a number of countries. 

While the Hungarian FF labour market is 





tight, supply is increasing. The number of 
technical students enrolled in higher education 
almost doubled to 64,441 in 1998/9 from 
34,736 in 1994/5 and 7,695 are currently 
studying informatics. In support of Hungary's 
educational schemes Mr Sik is trying to enlist a 
main beneficiary, the private sector. ” Three- 
year training programs seem to be the most 
effective at alleviating shortages," he states. Bur 
also gaining in importance are correspondence- 
and self-training courses; programs aimed at 
related fields such as legal, economic and 
library 





cience informaticians; and a user- 





orientated "European Computer Driving 
License" training scheme. 

"We believe that Hungary's past and 
present accomplishments in technological 
innovation make it fertile ground for new 
R&D facilities of multinational companies,” 
Mr Sik says. 


Hungary gets IT 
Information and communications 
technology intensity 
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Information technology 
work force 
Going local 


One might have thought that Cold War 
restrictions on access to computer hardware 
might have disadvantaged Hungarian 
programmers, But things aren’t quite so simple 
in à country where locals are reputed to enter a 
revolving door bebind you and emerge in 
front. 

Lower-powered machines meant Hungarian 
programmers, traditionally well trained in 
maths and engineering, had to be that much 
more creative than their counterparts on the 
other side of the Iron Curtain, according to 
David Young, partner at executive search firm 
Amrop International in Budapest. 


One element that distinguishes the 
Hungarian IT work force is quality, 
"Hungarian programmers are well educated 
and highly talented," says Mr Young. 
"Hungary can provide a sound fT 
infrastructure for the foreign investor." 

Another is cost. "It's less expensive than 
Western Europe," says Richard Kohlmann, Mt 
Young's partner. "It can cost three to five time: 
more to hire a junior [T worker in Germany 
and seven to ten times more in Silicon Valley." 

The resulting value is attractive ro western 
firms. "There are a number of dynamic, young 
local people in leading positions at subsidiaries 
of multinational IT companies and they are, оп 
the whole, doing an excellent job," notes Mr | 
Kohlmann. "Unlike five years ago, local talent { 


ылай. 


is now increasingly in charge." 

As in the West, competition for IT workers * 
is growing in Hungary. "The shortage is across 
the board," says Mr Young, "including IT. 
sales." 

As the Cold War generation reaches 
retirement, education holds the kev to 
increasing the supply. " Co-operation between 
government and industry is required to 
produce quality IT candidates for a modern 
economy," says Mr Kohlmann. 


Management strategy at MOL 


Reagents of change 


ei pec. 


Ripping up intra-office correspondence and 
returning it to the sender may seem like an odd; 
way to promote best practice in corporate 
communication. But this is the extent to which .. | 
Béla Váradi, human resources director at | 
MOL, Hungary’s leading integrated oil and ge” 
company, went to encourage the use of e-mail. 
Indeed, Mr Váradi's unorthodox reply was 
perhaps too successful: the number of internal 
e-mails he receives per day jumped from about 
5 to 60-70. Moreover, his colleagues! response 





illustrates the cultural revolution underway at 
the firm. 

А vear ago MOL embarked on a new 
strategy to refocus on its core businesses, 
expand outside of Hungary into the Central 
European region, achieve top quartile 
performance within its industry and increase 
management and employee dynamism. This 
represented a significant challenge for the 
formerly state-owned, inward-looking domestic ' 





firm steeped in regulation, excessive paperwork 
and a lack of co-operation between its 
divisions and functional units. The planned 
change was so significant that management 
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decided its implementation would require a 
revamp of MOLS culture, operational processes 
and organisational structure. 

With the assistance of external consultants, 
anagement launched and is implementing an 
ип 
cientation, teamwork and openness. To 
hieve this an holistic approach has been 









ative to foster a culture based on customer- 








dopted, incorporating a change program, 
ahanced internal communication, 








‘chnological support platforms and an all- 
| acompassing business process redesign. "We 





ampare best practice with what we have been 
toing," says Maximilian Dielacher, chief 
‘formation officer, who previously was 

olved in a similar change program at Shell in 





Yestern Europe. 

?. Mr Dielacher notes that big oil gradually 
improved its efficiency and competitiveness, 
thich MOL now faces. So time is of the 
„sence. "Now that we've started we've got to 
“rove at Internet speed," he says, noting, that 
“һе firm has kept to its aggressive timetable. 

"The change program is a top-down process 
Jaat begins with a vision statement," says Mr 
áradi, That vision is to become Central 
сагоре most significant integrated oil 
ampany by year-end 2002. "It is put into 
'actice at the division and business unit level 
cascades down to the individual, enabling 
th employee to contribute to achieving the 
on," he explains. A leadership development 
rogram will train managers to involve 
-bordinates in decision making and empower 
эт, "The key is to change the employees? 
ind-ser, without which we cannot achieve our 
sion,” adds Mr Dielacher, who concedes that 























is is senior management's greatest challenge. 
On the communications front, 3,500 of the 
тт 8,000 PCs have an Internet connection, 
wroviding most employees with net access, In 
ddition to e-mail and an integrated calendar 
stem, internal web sites provide corporate 






formation, anonymous chat, answers from the 
anagement team to frequently asked questions 
Vd other interactive features. A self-service 
атап resources site to be launched next year 
ill provide employees with direct access to 
‘nformation on benefits, evaluation and 
competency management, notes Mr Varadi. 
The firm has also launched a knowledge 
management initiative to harness better MOLS 
-ollective information resources and eliminate 
duplicative effort and expense. "This involves 
not only technological infrastructure but 
content and search engines," says Mr Dielacher, 
citing the development of databases containing 
elevant regulatory information concerning 
EU accession and MOLS 





ingar 
-ompetitors. And management and sales staff 
aave been outfitted with mobile phones, laptop 
computers and high-speed Internet connections 
it home. 

"Business process redesign, which will 


involve the effort of 300 people working full 
time, will impact almost every area of the 
company, from the supply chain to customer 
relationship management," says Mr Dielacher. 

He reckons that significant savings will 
come from improved supply chain management 
and procurement, which will be МОРУ first 
steps into e-business. A pilot e-procurement 
project, to be integrated with the firm’s existing 
enterprise resource planning (ERP) system, is 
slated for the first half of 2001 and the fully 
integrated e-procurement solution is scheduled 
to go live at the beginning of 2002. MOL 
intends to join an Hungarian horizontal 
marketplace for procuring maintenance, repair 
and operational (MRO) supplies. Plus, along 
with Slovnaft, che Slovak oil company in which 
MOL has a 36.2% stake, it is considering 
joining both regional and global vertical 
marketplaces for the procurement of direct 
inputs such as raw materials and machinery. 

On the sell side, customer relationship 
management (CRM) is being improved. MOL 
traditionally interacted with large customers 
through an uncoordinated mix of salespeople, 
sales offices and depots across different product 
divisions, such as retail, commercial and 
chemicals. Instead, а CRM system is being 
implemented thar will consist of a combination 
of salespeople and a single entry point for the 
customer via a call centre, which incorporates 
relevant technological infrastructure, sofrware 
and tools, and is being integrated with the 
firm's e-business initiatives. À product-by- 
product analysis will determine what will be 
offered over the Internet. 

Mr Váradi is confident that MOLS new 
course will set it ahead of Central European 
competitors, serving the interests of all of its 
partners. "Management is committed and the 
work force is buying into the strategy," echoes 
Mr Dielacher, "There is no going back." 


Mobile Internet at Westel 


Accelerating the connection 

"Everybody is looking for the killer application 
of the mobile Internet," says Andras Sugar, boss 
of Westel, Hungarv's leading mobile telecom 
operator. "The problem is that it doesn't exist." 
Rather, Mr Sugár maintains that the key is to 
anticipate what service the customer will use 
and get it to market fast. 

So far Mr Sugár's approach has worked 
well, as his firm racked up a 54% share in a 
market of four plavers. The question is whether 
Westel will be able ro maintain its lead as the 
mobile phone morphs into an Internet access 
device. 

What does look certain is that the mobile 
Internet is set to boom in Hungary, which trails 
Germany by less than a year in mobile phone 
penetration. Mr Sugar estimates that mobile 
Internet access will surpass fixed line in 
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Hungary by vear-end 2003, the same year as 
projected for Germany and preceding global 
trends. 
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Westel already provides significant 
information on its network, with more than 30 





value-added services, including short text 





messaging, used by about 60% of its 
subscribers. "SMS is the appetiser for more 
advanced services,” states Mr Sugar. 

Such services include news, fmancial 
information, and SMSBroker, which alerts 
users when a share price has reached a limit, 
enables order transmission and provides trade 
confirmations, all within the context of a 
secure algorithm, 

Westel's WAP portal offers the same range 
of news, finance, sport, culture end 
entertainment available in Western Europe. 
One differentiating factor of Westel's WAP 
service is the degree of customisation: 
subscribers can personalise its mobile portal via 
the Internet. Another is its development of 
services targeting distinct marker sectors. 

Mr Sugar anticipates rapid growth in 
business-to-business use of the mobile Internet, 
particularly among large firms seeking to 
connect their employees in the field, citing his 
chert, trucker Hungarocamion. Thereafter he 
expects a quick uptake among small- and 
medium-sized enterprises (SME), whose 
primary competitive advantage is speed and 
mobility. 

“SMEs may also outsource functions to 
mobile operators," says Пако Bodon, Westel’s 
business development manager, pointing to 
billing and customer management. Ms Bodon 
ever, sees a role for mobile operators in 
advising firms on developing m-commerce 
offerings. 

On November E3th Mr Sugar plans to 
make the first call in Hungary based on general 
packet radio service (GPRS) technology, which 
will increase transmission speed from 9.6 to 
over 100 kilobits per second, making his data 
services more attractive. It may be a call his 
competitors prefer he wouldn't make. 





GEDEON RICHTER LTD. 
Sudapest X. Gyomrói dt 19-21 

Postal address: 1475 Budapest 10. РОВ, 27 

Tek 361 431 4000. Telex: 22 5067 

Bax: 361 260 6650. 260 A801, www richter hu 








Hungarian Financial Supervisory Authority 
Н-1097 Budapest, Csalogány utca 9-11 
1535 Budapest, 114. РЕ: 777 (36-1) 27.0888 fax. (36-1) 967-9997 


INTERNATIONAL 


IM 


КУРЫЛ ЫР SEART 
WWW AM ROS n 


£ THE HUNGARIAN INVESTMENT AND 


Ір) TRADE DEVELOPMENT AGENCY 

P, 1051 Budapest. Dorottya u. 4 

Тайах 361 IR 6396 / 318 3232 
dnd hu, ww wil hu 








Behind every successful visionary 
is a team with 20/20 vision. 


How do you identify the most promising technologies, communicate them to investors and sustain market aX X 


interest throughout the business life cycle? We've been helping clients do just that since before the advent 
of "high tech." Among our tools: award-winning research, unparalleled financing acumen and unequaled depth 


Of € 


experience. At Goldman Sachs, clients gain access to а network of financial and intellectual resources 





U 
that consistently deliver results, So put Goldman Sachs on your team. And let the world see you in a new light ioman 
> 4 
€ L 


ssued by Goldman Sachs International, regulated by the Securities and Futures Authority. C Goldman, Sachs & Co., 2000. All rights reserved. 


2Î CLINTON, АРЕС 
LE] AND VIETNAM 
FRUSTRATING 
IN FLORIDA 


pages 20 and 47-52 





46 
"171486 02674 77 | 





Business today means 
competition from all sides. 
Information overload. Greater 
pressure on margins. Technology 
limitations. Тоо many short-term 
fixes. Too few long-term answers. 
Zurich Financial Services Group. 
Providing solutions that take 

the chill off the pressures you 
face. Utilizing innovative 
approaches to insurance and 
asset management. Backed by 
over a century of experience. 
And 68,000 employees in 

60 countries around the world. 
Now’s the time. Come in 


from the cold. 


2 


ZURICH 


FINANCIAL SERVICES 


Your aspirations. Our passion. 


www.zurich.com 





m 
0 
< 
L 
O 
um 











Because when it comes to | M&A in Asia Pacific 


the right relationship is J 


well-connected 


forward-looking 





capital intensive 
market sensitive 


borderless 


advisory driven 





one-stop 





non-stop 









_ — م 









€650,000,000 USS28,400,000,000 AS4,600,000,000 






YAGEO € EH. 
| е | | Lend Lease 
| Yageo Corporation Cable & Wireless HKT { | Lend Lease 











8 سم 


055440,000,000 





SPC 


| ATaT | 
Pohang Iron & Steel ` Boehringer Ingelheim 
Co. Ltd : 


Singapore Petroleum 
Company Limited 








| 
| 
| 
| 
| 
| 
| 
I 
| 





| N L 
; 
Fuji Bank Cemex | Hutchison Whampoa Ltd Eastman Kodak Company 





19 What to do about global warming 
20 The making ofa president 

21 Keeping auditors independent 

21 The eu’s marching orders 

22 Aid for Argentina 


NEWS SUMMARIES 
37 Politics this week 
38 Business this week 


ASIA 
41 Clinton goes to Vietnam 
42 APECin Brunei 
42 Estrada isimpeached 
43 Islamic power in Malaysia 
43 Sonia Gandhi'seasy win 
44 Japan'sleadershipchallenge 
44 China's migrant workers 


45 ...and the schools for its migrant 
children 


UNITED STATES 
47 Fightingitoutin Florida 
50 Graduate students unionise 
50 Can Americans stop shopping? 
51 How voting works in Arkansas 
52 Lexington: The electoral college 


| THEAMERICAS 

57 Bailingout Argentina 

58 More trouble for Peru’s Fujimori 

58 The rarc halt Colombia's peace talks 


61 Syria's new freedoms 

62 Palestine goes Lebanon's way 
62. Sierra Leone's spreading war 
63 Ghana's presidential debate 


NOVEMBER 18TH 2000 


М The ; 
Economist 





ON THE COVER 


The scientific causes for scepticism about 
global warming have receded. It is right to 
try todeal with climate change, in as flexible 
and practical a manner as possible: leader, 
page 19; from Kyoto to this week's summit in 
The Hague, and from scepticism to greater 
confidence, pages 97-100 











EUROPE 
67 TheFranco-German axis creaks 
68 A Euro-Mediterranean muddle 
68 Reforming Germany's pensions 
69 A row about Swiss languages 
69 ...andaSwedish one about hunting 
70 Nationalists win in Bosnia’s election 
то A plan to shrink Russia's forces 
72 ...and threats against its tycoons 


74 Charlemagne: Ahmet Necdet Sezer, 
Turkey's westward-leaning president 


BRITAIN 


FIRST PUBLISHED IN SEPTEMBER 1843 
totake part in "a severe contest 
between intelligence, which presses forward, 





EDITORIAL OFFICES IN LONDON, AND ALSO 


PRINCIPAL COMMERCIAL OFFICES 








BUSINESS S "^ i 


LETTERS "v " 
6 Onourconstitution for Europe, art in 81 Dot.coms aiid the оит så 
Britain, Palestine, energy markets, 82 Chrysler gets a 
Fannie Mae, Pepsi 35 Corporate governance in Japan 
LEADERS 85 Lernout & Hauspie's woes 


86 Low-costairlines take wing 
89 A farewell to "life sciences" 
90 Germany'sambitious postal giant 


92 Face value: Boris Fedorov, Russia's 
noisy shareholder activist 


24 Thesinsof Britain's lottery SPECIAL 
97 Thescienceand politics of global 
SPECIAL warming 
{ аА! 
27 Warfareon land,or just from the air? са AND BCONOMICS 


193 Debt relief for the world’s poorest 

104 Accountants’ ceasefire with the sec 
105 Europe's converging prices 

105 The London Stock Exchange's future 
106 Property markets set for a soft landing 
196 Unsettled Soviet-era bonds 

199 Japan's limp corporate restructuring 
по Economics focus: Currency boards 


SCIENCE AND TECHNOLOGY 
u1 Bioterrorism's uncertain threat 
12 Thealignment of the pyramids 
12 The real costs of building dams 
us When mathematics meets art 


BOOKS AND ARTS 
117 Alan Greenspan at the Fed 
18 "In the Mood for Love" 
18 Artswatch: Hollywood's bad autumn 
18 Catholicsof Northern Ireland 
219 Nobel prizes 
120 Books-in-brief: The far right 
121 Flu, colds and other viruses 
121 Tworecent bookson the environment 
122 Iconoclasm 
122 New fiction from Armistead Maupin 


59 More power for Venezuela's Chavez 75 Whatthe lottery has bought OBITUARY 
59 Haiti's hollow presidential election 77 Britain's worst-run council? 123 Chidambaram Subramaniam, India’s 
| 1 : “green” leader 
INTERNATIONAL 78 Bagehot: Robin Cook's bananas 
INDICATORS 


142 Economic and financial statistics on 15 
developed countries, plus closer looks 
atcommodities, productivity, and 
international investment 


63 Sudan'slost boys find America and an unworthy, timid ignorance 144 Economic and financial statistics on 25 
64 SesameStreetin South Africa obstructing our progress. emerging economies, plus a closer look 
64 Human rights examined in Nigeria » at Hungary 
wwweconomistcom 
THE ECONOMIST I$ AVAILABLE ON THE INTERNET BY MIDNIGHT LONDON TIME ON THURSDAY 


BANGKOK BEIJING BEIRUT BERLIN BRUSSELS DELHI EDINBURGH FRANKFURT HONGKONG JOHANNESBURG LOS ANGELES MEXICOCITY MOSCOW NEWYORK PARIK SAN FRANCISCO SAO PAULO TOKYO WASHINGTON 


FAK: 1212 $41 9978 












——Ó—Á— 4n 


“i 


FAX: 44 207839 2968/9 111 WENT STTH STREET * NEW YORK. NY 100199 TEL! 1212 $41 0500 * 
108 GLOUCESTER ROAD © MONG KONG © TRL! A52 2585 JAAR ө FAN! 852 2802 7638 


LONDON SWIA ING © TEL: 44 207830 7000 * 


28/F DAW SING FINANCIAL CENTRE © 


25ST JAMES S STREET © 





©2000 THE ECONOMIST NEWSPAPER LIMITED. NO KEFRODUCTION IS PERMITTED IN WHOLE OR PART WITHOUT THE EXPRESS CONSENT OF THE ECONOMIST NEWSPAPER LIMITED 





VOLUME 357 NUMBER B197 












` Europe's constitution 


$1в —I applaud your bold attempt 
to draft a constitution. for the 
European Union, and to keep it 
brief (“Our constitution: for Eu- 
rope", October 28th). 1. would 
make it even briefer. First, itis un- 
necessary апа unwise to include 
-the objectives of monetary policy 
in a constitution, which is even 
more difficult to amend than a 
“treaty. Moreover, the stated ob- 
jective, price stability, is far too 
7 narrow for а central bank, which 
should be ‘concerned also with 
the stability апа smooth func- 
tioning of the financial system. 
Second, the provision prohib- 
-iting the ки from levying taxes is 
inconsistent. with current ar- 
rangements, "whereby it deter- 
mines and acquires taxes on im- 
. ports. It implies free trade, which 
| is no bad thing, but as import rev- 
enues fall member states may 
- well desire the Union to have an 
alternative source of revenue. 
Why rule it out constitutionally? 
If referendums are required in all 
member: states for constitutional 
amendments that, in practice, en- 
sures that the ғо will never have 
any source of revenue beyond 
: member contributions. 

Third, insisting on common 
positions by member states in in- 
ternational organisations would 
make it impossible for other 
countries to deal with the ки on 
many issues. Collective interna- 
tional decisions—at the United 
Nations, International Monetary 
Fund and elsewhere—often. re- 
. quire compromise, and some- 
times the decisions need to be 
made quickly. This provision 
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would introduce a new level of 
negotiation into such. decisions 
and foreign countries would 
spend much time: waiting for the 
Union to come to an agreement. 
This provision is also inconsistent 
with the principle of subsidiarity. 
There is no compelling reason in 
your non-federal framework, on 
issues other than those bearing 
directly on the functioning of the 
Union, for member states to have 
common positions in interna- 
tional organisations. A truly com- 
mon and effective foreign policy 
requires a more complete union, 
with an executive authority. 
Cambridge, 

Massachusetts RICHARD COOPER 


5тк—1 both congratulate you on 
your initiative to draft a constitu- 
tion for Europe and funda- 
mentally disagree with its thrust. 
The decision-making process you 
propose would not have achieved 
today’s single market, which you 
regard as the Eu's vital success. 
The single market needs a strong 
commission, whose role you 
downgrade, and a strong Court of 
Justice, whose role you subordi- 
nate to a new Council of Nations 
made up of national mps. 

You seek to make the status 
quo more difficult to overthrow. 
Your proposed - constitution 
would certainly accomplish this. 
It would prevent the completion 
of the single market and eventu- 
ally lead to its disintegration. A 
strong supranational structure is 
essential if the single market is to 
be completed, because it entails 
the enforcement of adopted legis- 
lation, the curbing of state aids 
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and the liberalisation of telecom- 

munications, energy and other 
key areas. 

STANLEY CROSSICK 

The European 


Brussels Policy Centre 


Sir—You rightly state that the 
founding fathers of the American 
constitution would be very sur- 
prised today to see how the fed- 
eral government has grown in the 
past two centuries, with the states 
of the union losing importance. 
This evolution produced a unique 
superpower, Do not deny Europe 
the chance of following that path. 
Barcelona. P. FoUREZ 


Sig—Your constitution is essen- 
tially anti-democratic. Your Euro- 
pean Parliament would contain a 
derisory handful of mers from 
each country, and the European 
Commission, since its inception 
the independent initiator of pol- 
icy proposals, becomes the ser- 
vant of national governments in 
your European Council Your 
Council of Nations envisages se- 
lected national mps striking down 
EU judicial decisions. 

Your premise is correct: a con- 
stitutional safeguard is necessary 
in the Union. The remedy should 
be to underpin democracy, not to 
dispense with it for adminis- 
trative convenience. The appli- 
cant countries have bitter experi- 
ence of such experiments. 

CHRISTOPHER 


Brussels BEAZLEY MEP 


Sir--Your draft constitution is 
disappointing in many respects 
but the really nasty idea is to 
subordinate the European Com- 
mission to the Council of Minis- 
ters. The commission's indepen- 
dence from the Council is at the 
heart of the current balance of 
powers. It is disliked by many but 
it is the commission's task to be 
mean to a lot of people, be it 
member states (infringement pro- 
cedures) undertakings (compe- 
tition procedures) or the Council 
itself (withholding undesirable 
legislative initiatives). If you let 
the Council check the commis- 
sion it will be less disliked but no- 
body is going to do the dirty job 
that has to be done to prevent the 
whole edifice collapsing. 

If you want workable results in 





a dynamic union of 1§ or more 
members you need a body whose 
task is to give input from the per- 
spective of the-Union’s global in- 
terests instead of depending only 
on a national perspective. For a 
country that simply. does not 
want this input, EFTA is the better 
place to be. 


Brussels THOMAS SIEBERICHS 


51в --Үоиг argument for bestow- 
ing the power of constitutional 
oversight on a Council of Nations 
rather than the Court of Justice is 
strong. The current strength of 
America's federal government is 
partly a result of the tendency of 
the Supreme Court to snatch 
rights away from states and hand 
them to the federal government 
under the guise of interpreting the 
constitution. Therefore, it is wise 
to fear that a European Court of 
Justice armed with the power of 
judicial review may lead member 
states to that "ever closer union" 
you attempt to ditch. 

Yet your law makes funda- 
mental rights of citizens subject 
to, in the famous words of Justice 
Jackson of America’s Supreme 
Court, "the vicissitudes of politi- 
cal controversy". That is inconsis- 
tent with the concept of rights as 
legal rather than political princi- 
ples. It would be more prudent to 
give the power of constitutional 
oversight pertaining to funda- 
mental rights to the judiciary and 
leave the rest to your second 
chamber of representatives. 

ABIYE 


Addis Ababa TEKELEMARIAM 


Sir—Your constitution has noth- 
ing on life, liberty and the pursuit 
of happiness; іє lacked equality 
and fraternity. A constitution that 
is all prose and no vision is a dull 
thing. Also, even the constitution 
of the lowliest golf club says 
something about how it is to be 
financed. Your. constitution has 
not a word on who would pay for 
its new, impressive. (I especially 
liked the Council of Nations) but 
very expensive institutions and 
policies. 
London 


Denis MACSHANE MP 


Sig— Your proposal to make Eng- 
lish, French and German the offi- 
cial languages of the Union is un- 
acceptable. Belgium, where. the 


her this publication nor any part of it may be reproduced, stored in a retrieval sister, or transmitted inary 
Economist Newspaper Limited. The Economist is à registered trademark of The Economist Newspaper 


CCG Delivering 


the 
mobile 


есопоту 


International 


Signium 


www.ccg.co.uk 


Finding the right top 
management team for your 
venture - after recent 
instabilities - is now 
recognised as crucial for 
success. With 27 years of 
experience behind us, we 
locate top-flight individuals 
who not only understand the 
web, but also know how to 
run a business. 

CCG is partnering with 
selected companies to fulfil 
the potential of the digita! 
and internet revolution in all 


its forms: telecoms, dot.coms 


and new media. We ensure a 
personal approach and along 
with the resources of 
Signium - one of the leading 
international executive 
search networks - we solve 
your senior management 
needs imaginatively and 
quickly. 


If you can make a difference 
and are currently earning 
more than £100,000 we want 
to hear from you. 

Just send your cv by email to 
advance@ccg.co.uk. 

Tel: 020 7828 1123 


CCG Search & Selection 


EXECUTIVE EXCELLENCE FOR THE NEW ECONOMY 


British Red Cross 


Caring for people in crisis 


Chief Executive 


Six figure package 


+ benefits 


The British Red Cross Society was founded in 1870. Its objective is to be the leading voluntary provider of emergency help to those 


most in need in the UK and, together with the international Movement, anywhere in the world. The pledge is to help without 


discrimination or question. In the UK there are 50,000 volunteers, 3,000 employees and income is in excess of £135 million. With the 
departure in the first part of 2001 of the current Chief Executive, Sam Younger, to take up a senior role in public life, British Red Cross 


now seeks to appoint his successor to lead the organisation, based in London, through the next phase of its development 


THE ROLE 


Responsible to the Board of Trustees and its Chairman for 
proposing and implementing strategy, policy and services, which 
enables Red Cross to fulfil its purpose 


Provide clear leadership and management to all Red Cross staff 
and volunteers, ensuring the effective allocation of resources and 
the development of services and organisational structures in 
response to changing needs 


Strengthen relationships with key stakeholders and partners, and 
clearly articulate the aims and objectives to the widest possible 
audience 


THE QUALIFICATIONS 


" A natural leader and proven manager, with the stature, resilience 


and flair to lead a complex organisation 


Must have a successful 


track record in leading and managing change and providing 


service to the public 


A strategic thinker and visionary who will be committed to the 


values and principles of tne Red Cross 


Must be capable of 


inspiring and earning the trust of a wide range of colleagues and 
supporters in pursuit of common objectives. 


Excellent communication skills and the authority and sensitivity 


to move easily at all levels 


A robust leader, with strong people 


management skills and a commitment to the maintenance of the 


highest standards 


The British Red Cross is committed to achieving equality of opportunity. 


Tel: 020 7298 3333 
Fax: 020 7298 3388 
Email: SELondon@Selector.org 
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Selector Europe 


Spencer Stuart 


Please reply with full details to: 
Selector Europe, Ref. JSSP/30636-1/110, 
16 Connaught Place, 

London W2 2ED 




















. LETTERS. 


majority speak Dutch, would al- 


"most certainly choose French, 
` Belgium's other official language. 
This would further encroach on 
the status of Dutch. Your proposi- 
tion would only be acceptable if 
Flanders becomes independent. 
A Flemish state would probably 
choose English as its ки language. 
Brussels ANDRÉ MONTEYNE 


Si —Europe's common language 
should be Esperanto. Its quick 
learning would be no problem for 
the lingual elite but at the same 
time no problem for any average 
individual with average lingual 
capabilities. Therefore, the intro- 
duction of Esperanto into the in- 
ternational. (European or global) 
contacts, inclusively those within 
the eu, would be non-discrim- 
inative, democratic and very 


|. economic. 


Отто HASZPRA 


. Budapest | 


JSIR— You are right to include а 
“provision: for secession in. your 
proposed constitution for Europe. 
Had there been one from the be- 
‘ginning, some No votes from Nor- 
way and Denmark might well 
have gone the other way. A Euro- 
pean Abraham Lincoln bent on 
“saving the Union” may seem 
fanciful now; the real Lincoln 
would have seemed no less so 
when the independent Republic 
of Texas joined the Union. (It later 
saw its vote to secede held “void” 
by the Supreme Court.) He was 
not fanciful and he killed 650,000 
people to prove it. 


New York BRIAN JONES 


SiR—1 fear that your draft con- 
stitution will be held in icy disre- 
вага by Europe for the following 
yeasons. First, I could understand 


© it. Second, it is too logical. Third, 


transparency in the form of pub- 
lished minutes, voting records, 
о апа public hearings is far too 
revolutionary. Fourth, ending the 
Parliament's commute between 
Brussels and Strasbourg is just not 
complicated enough. 


Sequim, 

Washington JOHN CRUTCHER 
————————— Й: 
Where the art is 


Sig--1 agree that the image of 
Cool Britannia has boosted Brit- 
ain’s art industry but I doubt that 
its contribution to the economy 
can be sustained (“Designer 
“economy”; October 28th) Even 
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Japanese art students who chose 


Britain to study and work in are 
becoming disillusioned by the ac- 
celerating.. commercialism, un- 
satisfactory teaching and poor fa- 
cilities at Britain’s art schools. 
There are many complaints about 
the ever-increasing fees for over- 
seas students, growing student 
numbers and poorly managed 
courses. 

If the core of a good education 
is blinded by money, it is not just 
overseas students who will tum 
away from this cool, arty world. 
The prosperity that British art is 
generating may just. be part of a 
passing fashion. Students (espe- 
cially foreign ones who have to 
spend a lot of money to study 
abroad) are too clever to be de- 
ceived by the sheer joke that is 
the Turner Prize. 

Tokyo M. YAMANASHI 
enti INERAT УЕННАРЫН SITE EE EE E SECURES | 


Philistines 


Sig —There can be no doubt that 
The Economist has tried to main- 
tain objectivity and accuracy in 
its Middle East reporting. How- 
ever, I would like respectfully to 
suggest some changes in vocabu- 
lary regarding the terms Palestine 
and Palestinian. In the first cen- 
tury of the last millennium the 
Romans, sick of the stiff-necked 
unwillingness of the Jews to 
adopt Roman religious and cul- 
tural norms, determined to blot 
out the Jewish people and every 
trace of Judaism on its native soil. 

Roman historical accounts of 
the events of the year 70AD boast 
that the streets of Jerusalem ran 
with the blood of Jews as high as 
a man's knee. Coins were minted 
with the words Judea capta. The 
Temple was destroyed. Jerusalem 
was re-named "Aeolia Capito- 
lina". Casting about for a new 
name for Judea, the Romans re- 
called the Philistines, an Aegean 
seafaring people of hundreds of 
years earlier. The Philistines had, 
for a short time, established set- 
tlements along Judea’s Mediterra- 
nean coast, and had come into 
military conflict with the Jews 
(remembered in the Biblical sto- 
ries of Samson and Delilah, and 
David and Goliath). The Romans 
renamed Judea, calling it Pales- 
tine. (Palestine and Philistine are 
translations of the same Hebrew 
word.) 

Not even the. Romans pre- 
tended that there was any histori- 
cal authenticity to the notion of 
Palestine, or that there existed a 
Palestinian people. You may scru- 


tinise the rich corpus of Arabic lit- 


erature from the rise of Islam al- 


most to the present day and you 


will not find any reference to ei- 


ther. Palestine and the Palestin- 


ians were invented at the time of 
the 1967 war, when the Arabs 
were obliged to confront the fact 
that Israel was not going to go 
away. 
Pinecrest, 
Florida 


Mitton HIRSCH 


Sik—You speak of the settlement 
of Gilo being in occupied East Je- 
rusalem (“The spreading of Pales- 
tines war", October 28th). This 
massive settlement is in occupied 
territory but not that of East Jeru- 
salem. It is only through the illegal 
actions of the Israeli government 
which expanded the borders of 
Jerusalem in 1967 that Gilo pres- 
ently lies inside the Israeli-de- 
fined boundary. This is important 
as the Israeli government has 
stated its intention to expand yet 
further the borders of Jerusalem. 

Curis DOYLE 
Council for the 

Advancement 
of Arab-British 
Understanding 


E a EEE a | 


London 


Lacking energy 


Sig —Liberalisation measures іп 
the bulk of the Eu's energy mar- 
kets have been lethargic and dis- 
appointing, even more so when 
one considers that Poland has 
created an energy-exchange mar- 
ket in the space of five months 
("Too cosy for comfort", Novem- 
ber 4th) Poland's energy ех- 
change is based on the Scandiria- 
vian model, which will in time 
make it easier to create a single 
energy market linking Poland, the 
Baltic states and Scandinavia. Per- 
haps France could learn a thing ог 
two from Poland's example. 
ANDREW CAVE 





Brussels European Parliament 
——  —— | 
Mortgaging America 


Si&—To quote Ronald Reagan: 
"There you go again." The Econo- 
mist simply disagrees with the 
reason why Congress chartered 
Fannie Mae as a private company: 
to drive mortgage rates lower and 
home-ownership rates higher 
than the market would achieve 
without Fannie Mae ("Capital 
winners”, November 4th). The 
consensus in Washington, pc, is 
that expanding home ownership 






is good for families, communities 
and the economy. Fannie Mae is 
one of Congress's chosen instru- 
ments to carry out this public pol- 
icy using private capital, manage- 
ment and markets. 

You may lament Congress's 
choice, but Congress is well aware 
of what the housing-finance sys- 
tem would look like without a 
Fannie Mae in the secondary- 
mortgage market. Mortgage rates 
would rise to the “jumbo” level, 
forcing consumers to pay over 
$20,000 more in interest and driv- 
ing many out of the market. In- 
deed, the housing-finance system 
would look more like those in 
other c8 countries, where home- 
buyers usually cannot obtain 
long-term, fixed-rate mortgages 
with low down-payments be- 
cause lenders do not have a ro- 
bust secondary. market to back 
the loans and manage the risk. 

Thanks in no small part to 
Fannie Mae, America’s home 
ownership rate just reached a 
new record of 67.7%. Until Con- 
gress decides that too many 
Americans have achieved the 
"American dream" of owning 
their own home, the approach to- 
watd tinkering with the housing- 
finance system is likely to be "do 
no harm”. Indeed, the. trend in 
Congress is to strengthen Fannie 
Mae. The result of recent delibera- 
tions was an agreement whereby 
Fannie Mae (and its competitor 
Freddie Mac) would undertake a 
series of voluntary steps to en- 
hance our capital, transparency 
and market discipline—steps 
widely considered the vanguard 


` and a model for financial institu- 


tions worldwide. 
JOHN BUCKLEY 
Senior vice-president 
of communications 
Washington, pc Fannie Mae 


Dental health 





Srr—You report that Egyptian 
high-school students are calling 
for a ban on Pepsi, claiming that 
its name stands for Pay Every 
Penny to Save Israel ("Cairene 
shoppers’ intifada’, November 
4th). Perhaps Israeli students will 
boycott the drink in the belief 
that Pepsi is secretly an acronym 
for Pay Every Penny to Support 
the Intifada. Commerce might 
suffer, but the dental health of 
both student groups would prob- 
ably improve. 

Eastsound, 

Washington Frank MCCORMICK 


puse (—— ЕКИ н | 
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EXECUTIVE FOCUS 





WE OFFER 
A J@B 
TO THOSE 
WHO 


ALREADY 
AVE 
A GREAT JOB. 


A Cluster consultant knows how to think outside the box. They 


ore recently graduated, MBAs from top business schools or 
experienced in Management Consultancy, Internet, Telecom, "S 


Media, efinance, FMCG... They are entrepreneurial, intellectually 
curious ond passionate about creating 


cung «doe of he New Digi! CLUSTER CO! 


THE ECONOMIST NOVEMBRER IRTH 2000 


Economy, they seek limitless opportunities for rapic 
promotion, personal development and exceptional reward 
packages. With an international background and already 
in a great job. Want to work digital with us? Please send 
us your CV and cover letter to 
economistrec@clusterconsulting.com 
www,clusterconsulting.com 





EXECUTIVE FOCUS 


British 
s Council 


For further information 
please contact 
linda Hamilton 

Overseas Appointments Services 
The British Council 

Bridgewater House 

58 Whitworth Street 

Manchester M16BB 


Telephone «44 (0)161 957 7375 

or fax +44 (0)161 957 7397 

or e-mail 
oas.vacancies@britishcouncil.org 

or visit our web site: 

www. britishcouncil.org/work/jobs,htm 


The British Council is committed 
to a policy of equal opportunity. 


The United Kingdom's 
international organisation 
for educational and 
cultural relations, 


We guarantee an interview to 


disabled candidates who meet the 
essential criteria 


Registered in England as a charity. 


www.britishcouncil.org 
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Opportunities for vocational education and training 
experts in the UK and overseas 


Manchester, with frequent travel overseas 
Senior Education Adviser (Vocational Education and Training) 
£33,000 to £42,000 plus non-contributory pension scheme 


Indefinite contract 


Ref: 00/S/021 


You will undertake pursuit of new projects and provide technical advice to existing projects in the 
field of VET reform in developing countries and countries in transition. 


You will have: a qualification in education or a related subject; experience of writing proposals for 
client-funded projects; experience of delivering consultancy services in developing countries or 
those in transition; knowledge of developmental issues in the education sector with a particular 
focus on VET; in-depth understanding of UK VET policies and implementation strategies; 
knowledge of the UK VET community and organisational infrastructure; excellent interpersonal 
and negotiating skills; cultural sensitivity; high levels of self-motivation. 


Egypt 


Team Leader, Vocational Education Project, based Cairo 
c. £41,000 per annum plus accommodation allowance 
Contract: April 2001 to November 2003 


Ref: 00/S/019 


Your job aim will be to provide technical assistance to the Government of Egypt. Working to clear 
project terms of reference to achieve this, you will: ensure project activities contribute to output 
objectives; plan, co-ordinate and schedule activities; liaise with and provide information for 
relevant stakeholders; provide technical and contextual support for consultancy missions and 
provide technical reporting and evaluation of the project. 


Tunisia 
Team Leader, Vocational Education Project, based Tunis 
c. euro 65,600 per annum (1.6 = £1) plus accommodation allowance 


Contract: thirty months - to start as soon as possible 


Ref: 00/S/020 


Your job aim will be to provide technical assistance to the Ministry of Vocational Training. 
Working to clear project terms of reference to achieve this, you will: co-ordinate all technical 
assistance supplied by the consultancy team; produce a plan of work for the development of a 
repertoire of competencies; oversee the production of this repertoire and the development of 
employment-related references; develop competency-related training programmes. 


For both Egypt and Tunisia you will have: a first degree; a minimum of five years’ overseas 
experience in similar projects; team leader experience; excellent leadership and interpersonal 
skills; excellent communication skills; an ability to work under pressure to tight deadlines and, 
ideally, skills in financial control and management. 


Additionally for Tunisia you will have: fluent French; knowledge of methodology of competencies 
development and competency-related training programmes; knowledge of European vocational 
education standards and will, ideally, have worked in the Maghreb. 


Closing date for applications: 6 December 2000 


Interviews for Tunisia are scheduled to take place in Manchester week beginning 18 December 
2000. Interviews for Egypt and Manchester are scheduled to take place in Manchester weeks 
beginning 8 and 15 January 2001 respectively. 


education and knowledge 
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Executive SEARCH & SELECT 


DIRECTOR OF COMPETITION AND REGULATORY FINANCE} 
C.£100K SALARY BIRMINGH; 


OFWAT is responsible for the economic regulation of the privatised water through your own teams and others, You will have a strategic approach 
industry in England and: Wales, which now.enters a further exciting phase backed up by first-rate skills n communication and negotiation, and the 
of development, especially following the introduction of the 1998 desire, as well as the energy, to influence the shape of this sector whilst = 
Competition Act. Reporting to the Director General, Philip Fletcher, you balane ing the interests of diverse stakeholder groups. 
willlead the development and implementation of competition policy for i тутаў ^ 
the sector, advising on restructuring proposals andon the financial and This is a permanent appointment. 
гесопотіс Implications of opening up market competition. From now until For further information, with details of how to apply, please download the 
the. пех periodic рсе REVIEW А completed in 2004/05, you will paya infor mation pack from our website WWW: pweglobal.com/executive/uk, of. 
major role in developing the approach taken to price setting, Throughout, | 24 h k line gua : R 
you will monitor the financial performance of the companies, taking ка Our aes aout раса IE оп 40 7214 6538, quoting reference 
action as Ete: to ensure кү: аге ee to oy deliver their services р МС1898/ЕС, leaving your name and address. Closing date for receipt of 
r applications is 11th December 2000. If you would like a confidential 
discussion prior to applying, call Margaret Coulson on 0121.265 5794. 


PricewaterhouseCoopers, Executive Search & Selection, 


ial hen dan 49 ане ein unders anding Cornwall Court, 19 Cornwall Street, Bitmingham B32DT 
nd оро finance, is Cati demonstra yo Fax: 0121 265 5875: 


Email: ess.birmingham@uk.pweglobal.com 4 5 
A 


amiliar to you, , ideal t from experience in t | de diiis Beli and you — OFWAT is an equal opportunities employer and M 
will be adept at retaining focus whilst managing complex processes — operates а no smoking policy. Yi ANVESTOR IS PODER 


ARTHUR ANDERSEN 


Economists 


Assurance At the heart of our evolving business 

` Business Consulting We're looking to recruit a number of experienced economists in London, Frankfurt, Paris 
Corporate Finance and North America to join a global team of dedicated professionals. The work will primarily 
eBusiness involve: pricing analysis. and economic advice, business evaluation; bargaining theory, 
Hurnan Capital analysis of business processes, determining royalty rates and cost allocations. 
Legal Services 
Outsourcing 
Risk Consulting 
Tax Services” 


Candidates are likely to have a Masters/PhD in Economics with emphasis on industrial and 
microeconomics and a minimum of two years’ relevant work experience. They should also: 
have strong analytical skills and a practical and commercial approach to business issues. 
Excellent interpersonal and communication skills are essential. 


Interested? Please send your CV (stating your language skills) to: Linda Johnston, 
Recruitment Manager, Arthur Andersen, 1 Surrey Street, London WC2R 2Р5. 


www.arthurandersen.com/ukcareers 


*Note: The services offered in particular areas may depend on local regulations. In some locations, legal and/or tax services are provided _ 


by Andersen Legal, the international network of law firms that is associated with Andersen Worldwide SC. 
Arthur Andersen is authorised by the Institute of Chartered Accountants in England and Wales to carry on investment business. 
@ 2000 Anhur Andersen. АЙ rights reserved. An equal opportunities employer. 
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INTERNATIONAL FUND FOR 


AGRICULTURAL DEVELOPMENT (IFAD) 
Jt Via del Serafico No. 107, 00142 Rome, Italy 
Fax: 39 06 5043463, E-Mail: Lmclachlan@ifad.org 


seeks 


AUDIT OFFICER: (Р-4) 


Under the supervision of the Chief, Internal Audit, the incumbent will 

plan, organize and conduct financial, compliance and operational audit 

assignments, normally supervising teams of internal audit support staff 
гог outsourced experts. 


Qualifications and Experience: Membership of an internationally reco- 
|. gnised accountancy body, coupled with adequate audit work at a supervi- 
|< sory level. Advanced university degree. At least 5 years’ progressively 
* responsible professional experience using modem auditing techniques. 
Experience gained in United Nations organizations, international financial 
| institutions, developing countries and auditing computer systems would 
: be an advantage. Familiarity with audit software. Excellent command of 
English with good working knowledge of French, Spanish or Arabic desi- 
“rable. Good communication skills and ability to work under minimum 
supervision in a multi-cultural environment. 


`` Net Salary Range from USD 52 503 to USD 73 517 per annum plus post 
adjustment and United Nations benefits package. 


B Please send application to Personnel Division no later than. 09 December 
2000. For more details please visit our web site at www.ifad.org 


Only shortlisted candidates will receive an acknowledgement 


LEHMAN BROTHERS 


Research Analysts Index Group 


Lehman Brothers isa global investment bank with leadership positions in Corporate 
Finance, Advisory Services, Private Equity, Municipal Finance, Fixed Income and Equities. 
The firm serves the financial needs of Corporate, Governinent and Institutional Clients 
through offices in major financial centres worldwide 


Lehman Brothers holds a prominent position in the global Fixed Income market. The firm 


combines strength in research with leadership і ih global distribution and trading to serve 
the needs of its clients worldwide. 


As-a result of our continuing growth, the ‘Research team now has opportunities for 
individuals that can make a significant contribution to the general business activity of its 
high profile Index Group. 


The role: 

© — Significant client contact, for example dealing with general index enquiries, explaining 
index constraction, content and performance. 
Utilisation of in-house index/portfolio analytical systems installed at Lehman and at 
client sites to assist in the managing of portfolios benchmarked to Lehman indices. 
Assistance in the general tasks of ensuring index data integrity. 
In order to market and/or support Lehman Brothers indices and analytical capabilities 
this role will require some travel after a period of training. 


The candidates: 
Should be fluent in either Italian or German, in addition to English, 
Should have a good degree, (min. 2:2 or equivalent} in a numerate discipline, with 
excellent analytical skills. 
Outstanding presentation skills, 
Technically proficient in Microsoft tools, such as Excel, Word, macro programming: 
etc. : 
Minimum one year of experience in the finance industry, with an understanding of 
basic bond mathematics, 
If you possess the motivation and aptitude to succeed in this challenging environment please 
send à covering letter and curriculum vitae to Phillipa Symons, Fixed Income Division, Lehman 
Brothers International, One Broadgate, London EC2M 7HA, or e-mail: psymons@lehman.com. 
The start date is flexible. 


Know Us By Our People 


Applications from women candidates are particularly encouraged. 


N O R T H W E S T E R N U N I V E R S I T Y 
DEAN OF THE KELLOGG GRADUATE SCHOOL OF MANAGEMENT 


Northwestern University seeks nominations and applications for the dean of the Kellogg Graduate School of 
Management. Kellogg is home to a diverse and innovative community of research-based scholars and exceptional 
students who are committed to academic excellence. It has more than 3,500 students enrolled in full-time; 
part-time, executive and international executive MBA programs around the world, Kellogg is also the global leader 
in non-degreed executive education programs attended by almost 6,000 senior managers yearly. The Kellogg dean 
serves as chief executive of the school, managing over 200 full-time and adjunct faculty, almost 200 staff members, 
three major building complexes, and an endowment of more than $320 million. The successful candidate will have 
to lead a culture that emphasizes cooperation, teamwork and continuous change. This individual also must have the 
vision, talent and energy to build on Kellogg's global tradition of academic excellence that will provide an 
environment for faculty and students to make a profound impact in the 21st century. An advanced degree and 
teaching experience are desirable. 


88 


O 


Review of materials will begin in mid-November. To ensure full consideration, applications — including cover 
letter and vitae/resume — and nominations should be received by December 15, 2000. 


Addtess correspondence to: 

Secretary, Kellogg Dean's Search Committee 
Northwestern University 

1-110 Rebecca Crown Center 

633 Clark Street 

Evanston, TL 60208-1119 


Graduate School of Management 


Northwestern University is an equal opportunity, affirmative action educator and employer. 
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EUROPEAN CENTRAL BANK 


VACANCY AT THE EUROPEAN CENTRAL BANK 


The European Central Bank (ECB), established in Frankfurt am Main on 1 June 1998, is seeking to fill the vacancy 
detailed below in the Directorate General Economics. 
The ECB has its own terms and conditions of employment, including a competitive salary structure, retirement 
plan, health insurance and relocation benefits. Candidates must be nationals of a Member State of the 


|]: European Union. 
> SENIOR ECONOMIST IN THE 
MONETARY ANALYSIS UNIT 


(Reference: ЕСВ/006/01/ТЕ) 


The. Directorate General Economics of the European Central Bank (ECB) is seeking a highly qualified and 
ed economist for the Monetary Analysis Unit of the Monetary Policy Stance Division in the Directorate 
etary Policy. The main tasks of this Unit are to monitor and analyse current monetary and financial developments. 
in the euro area and to assess their implications for future price stability. In addition, the Unit is responsible for the — 
analysis of the financial accounts for the euro area. 


Тһе successful candidate will be responsible for building up a framework for flow of funds analysis in the n 
euro area with a view to developing different applications: financial consistency exercises, constructing broad 
liquid and debt aggregates, sectoral analysis of the transmission mechanism, more comprehensive analysis of. 
the monetary and financial conditions in the euro-area, etc. The quality, depth and scope with which the above .— 
tasks will be performed by the holder of the position are expected to be commensurate with the senior level of 
the position. In particular, the holder of the position will take a leading role in both the conceptual work and 
the regulat iud inthe field of flow of funds. 


Advanced: university degree in economics, together with a sound academic, research and publication record in 
applied macroeconomics, with a focus on monetary and financial economics. A Ph.D. would be an asset. 
Extensive experience in flow of funds analysis; a strong knowledge of National Accounts methodology 
will be a supplementary asset. 
Comprehensive experience in preparing policy-related briefing and analytical materíal, preferably gained in a 
central bank or an iaternational organisation. 
Appropriate: analytical skills and a sound knowledge of statistical and econometric techniques for analytical 
purposes.. | 
Very good command of English with proven drafting ability. Working knowledge of at least one other official 
Community language is required. 
Applications 
Applications should be submitted in English and include a covering letter, a curriculum vitae and a recent 
photograph, together with references confirming the required experience and skills. They should be addressed, 
quoting the reference number, to the European Central Bank, Directorate Personnel, Postfach 16 03 19, | 
D-60066 Frankfurt am Main and should reach us no later than 1 December 2000. Applications will be treated 
in the strictest confidence and will not be returned. 


To meet the deadline, applications may be sent beforehand by fax to fax number +49 69 1344 - 7979. However, this 
is not a substitute for the original, which must still be submitted by mail. This vacancy is also published on Internet: 
http://www.ecb.int but applications should only be submitted on paper by post. 
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University of Michigan Business School 
Clinical Position in Corporate Strategy and International Business 


The University of Michigan Business School is seeking one clinical faculty 
member to join us in September 2001 in the area of Corporate Strategy and 
International Business. 





Candidates must have the ahility to make high quality contributions in teaching and 
in leadership of educational programs. Candidates will be expected to play a 
valuable role in the School's Executive Education programs as well as the MBA 
program. 








Candidates will be expected to have substantial, valuable, first hand knowledge of 
the practice of business in their area of specialization. Candidates will be expected 
to have demonstrated skills in designing state-of-the-art teaching materials, in 
designing new and innovative executive education programs and MBA courses, and 
in effective teaching with both executives and MBA students. Clinical faculty are 
expected to be intellectually active and committed to career long professional 
development. They will be encouraged to communicate to practitioner managers by 
writing for professional journals and by writing books. 













The appointment can be at the Assistant, Associate, or Full Professor level, 
depending on the candidate's experience. Clinical appointments are not tenure 
track, Appointments to Clinical Assistant Professor will be for up to three years and 
are renewable by mutual agreement. Appointments to Clinical Associate Professor 
and Clinical Professor will be for up to five years and renewable by mutual 
agreement. 
















Applicants should send a current vita, a statement of professional achievement, and 
any other pertinent materials by January 31. 2001 to the following address: 














Jeanette T. Bierkamp 
University of Michigan Business School 
701 Tappan 

Ann Arbor, MI 48109-1234 

















The University of Michigan is а nondiscriminatory/affirmative action employer. 








PROJECT ANALYSTS 


Independent Project Analysis, Inc. (IPA) is a world leading company specializing in 
project and program evaluation and consultancy for the process industries (e.g. 
petroleum, chemicals, pharmaceuticals, consumer products) It is an influential 
organization with offices in Holland, the USA and Australia and a client portfolio that 
includes most of the leading companies in the process industries across the world, The 
IPA project databases are unique and serve as one of the most comprehensive sources 
of capital project experience in existence. 

As а result of increasing business success, the European, Australian and US offices of 
IPA, Inc. have openings for analysts who can contribute to studies of the factors which 
determine success in complex, technologically advanced projects. 

Responsibilities include analyzing project data, writing reports, client presentations, 
and working with clients to develop "Best Practices" to improve business 
competitiveness. 


Applicants should have the following: 
* Master's degree or equivalent in science, engineering operations research, 
economics, or allied fields. 
Quantitative analytical skills. 
Interpersonal skills to maintain and develop relationships at senior levels within 
client companies. 
Fluency in English. (Fluency in either Arabic or Spanish is also highly desirable). 
Relevant experience in process industries is desirable. 
We offer a competitive salary, excellent benefits, and the opportunity for professional 
growth. 
Resumes with cover letter that includes salary requirement should be forwarded to the 
applicable affice listed below: 
Australian based applicants apply to: 
Director, Independent Project Analysis, Level ], 
50 Upper Heidelberg Road, Ivanhoe, Victoria 3079, Australia. 
E-mail: IPAAustéPaol.com 


European and Middle East based applicants apply to: 
Ms. Mary Ryan, Office Manager, Independent Project Analysis, 
Koningin Julianaplein 30, 4B Babylon, 2595 AA The Hague, The Netherlands, 
E-mail; EurapelPA € aol.com 
US or Latin American based applicants apply to: 
Human Resources Manager, Independent Project Analysis, 
11130 Sunset Hills Road, Suite 300, Reston, Virginia 20190, USA. 
E-mail careers? IPA global. com 
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Infrastructure Investment Facilitation Center 
Dhaka, Bangladesh 


The Infrastructure Investment Facilitation Center (HFC) is mandated by the 
Government of Bangladesh to Introduce, develop and manage all modes of private 
sector participation in all infrastructure sectors. lt is a company independently 
governed by a Board of Directors from the public and private sectors. The Board is 
Seeking outstanding candidates to fill the following senior management positions: 

(1) Head of Policy implementation (2) Head of Transaction Execution 
The HFC has committed funding for 5 years from the Intemational Development 
Association (IDA), the Canadian International Development Agency (CIDA) and the 
UK Department of International Development (0110). The IFC's mandate is to: 
Provide policy advice and project execution assistance to infrastructure line 
ministries; develop best practice in private sector participation in Bangladesh; provide 
a point of entry for substantial committed bilateral technical assistance; inform private 
sector sponsors and financial institutions on PSP policy and opportunities. 


Applications are sought from individuals with high-level legal, financial, commercial, 
business or engineering qualifications. Suitable candidate will have professional 
global experience and demonstrable successes in commercial, policy or transaction 
management in the area of infrastructure projects, development, financing and 
implementation. Experience in designing, operating, awarding or financing 
concessions for all kinds in the energy, power, ports, transport, bulk water and waste 
management gained with a private sector operator, a bank or an international 
financing institution would be an advantage. 


Terms and conditions are internationally competitive to attract suitable qualified and 
experienced individuals to the positions located in Dhaka, for an initial contract period 


of 2 years. Applications close on December 21, 2000 and are to be addressed to The 


Executive Director & СЕО, Infrastructure Investment Facilitation Genter, G.P.O. Box 
# 2348, Dhaka 1000, Bangladesh. Full details of job descriptions/qualifications are 


available on request. Tel # 880-2-8124-266 & 8124-270 Fax # 880-2-8124-266 
(extn.111), Email: iifc(Q'agni.com 
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EUROPEAN CENTRAL BANK 


VACANCY AT THE EUROPEAN CENTRAL BANK 


p The European Central Bank (ECB), established in Frankfurt am Main on 1 June 1998, is seeking to fill the vacancy detailed 
below in the Directorate General Economics. 


тһе ECB has its own terms and conditions of employment, including a competitive salary structure, retirement plan, health: 
|. insurance and relocation benefits. Candidates must be nationals of a Member State of the European Union. - 


ECONOMIST IN THE . 
EU COUNTRIES DIVISION 


(Reference: ECB/301/00/TE) 


The Directorate General Economics of the European Central Bank is seeking a highly qualified and experienced economist for 
the EU Countries Division of the Directorate Economic Developments. The main task of this Division is to contribute to the 
.. assessment of the economic situation and outlook for the euro area, by monitoring, analysing and forecasting macroeconomic 
i developments. in EU countries, and assessing convergence and structural issues, both from an individual country and a 
cross-country perspective. The vacancy is in the: Convergence and Structural Analysis Unit, which is responsible for monitoring, 
analysing and forecasting macroeconomic developments in non-euro area EU countries, contributing to the co-ordination of. 
their monetary policies with that of the ECB, assessing the state of convergence in the EU, and lysing structural and regional 
economic policies of EU countries as well as their economic structures and institutions. 


analysis of f inflation мег business eycle е РЯ and assessing the state of convergence in the EU; 
* analysis of economic structures and institutions in EU countries; and 
* macroeconomic analysis of non-euro area EU countries, in particular the United Kingdom. 


The successful candidate will also be involved in preparing briefing material on policy-oriented issues for the members of 
the Executive Board, the Governing Council and the General Council of the ECB, and for senior management attending 
meetings at. European and international fora, as well as contributing to publications of the ECB. He/she will also be 
expected to contribute to maintaining and continuously improving the Division's analytical framework in his/her respective 
areas of competence. 


+ 1 * 


i sand e 
Advanced: university degree in economics, together with a sound economic background in applied economics or proven 
ability to perform the tasks commensurate with such formal academic qualification. A Ph.D. and a research and publication 
record would be considered as assets. 
Comprehensive experience in preparing policy-related briefing and analysis of convergence issues, economic structures 
and institutions and macroeconomic developments. Appropriate analytical skills and experience in analysing one or 
more of the above-mentioned areas. 
Sound knowledge of statistical and econometric techniques for analytical purposes. 
Very good command of English with a proven advanced drafting ability under tight deadlines. Working knowledge of at 
least one other official Community language is required. Ability to identify and address policy issues and present analytical 
findings in non-technical terms is also required. 


ication 
Applications should be submitted in English and include a covering letter, a curriculum vitae and a recent photograph, together 
with references confirming the required experience and skills. They should be addressed, quoting the reference number, to the 
European Central Bank, Directorate Personnel, Postfach 16 03 19, D-60066 Frankfurt am Main and should reach us no later 
than 1 December 2000. Applications will be treated in the strictest confidence and will not be retumed. 


To meet the deadline, applications may be sent beforehand by fax to fax number +49 69 1344 - 7979. However, this is not a 
substitute for the original, which must still be submitted by mail. This vacancy is also published on Internet: http://www.ecb.int 
but applications should only be submitted on paper by post. 
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THE WAR GAMING DEPARTMENT AT THE 
езе NAVAL War COLLEGE ее 


is seeking several individuals to join the new Research and Analysis 
Division. This new organization will take a leading role in setting the 
research agenda for the War Gaming Division and In analyzing the 
results of war games and similar analytical efforts. 


*:* Successful candidates must have education and experience 
that demonstrate a strong capability to perform the following 
analytical tasks: 


(0) identifying future core defense problems in considerable depth: 

(2) designing practical research projects for attacking problems 
and obtaining specific, actionable, and concrete results; 

(3) leading or participating in the implementation of research using 
such methods as interviewing historical research, war games, 
computer simulations, and quantitative analytical methods; and 

(4). rigorously analyzing the results of that research to synthesize the 
conclusions. into forms understandable and usable by senior 
decision-makers. 


A PRD. or equivalent education is preferred, but other ways of 
demonstrating the skills listed above will be considered. The position 
requires the successful candidate be capable of obtaining a TOP SECRET 
security clearance. This is a designated position under the Department 
of the Navy Drug Free Workplace Program requiring that the selected 
Individual pass a drug screening test prior to appointments and 
randomly thereafter. 


eve) Curriculum vitae, Standard Form 171, of other form of resume 
should: be submitted. to. President Code 3 (Attn: Search 
Committee); Naval War College, 686 Cushing Rd. Newport RI, 
02041-1207 no later than 19 January 2001. Candidates claiming 
Veterans Preference must provide a copy of their DD-214 (Record 
of Military Service), and if claiming 10 points, an SF-15 
(Application for 10-point Veteran Preference) with appropriate 
Veterans Administration certification. The Naval War College is 
an Equal Opportunity Employer. 


"Notting. Hill Housing Group is one of the UK's largest, most innovative and 
pioneering not-for-profit organisations. We house 50,000 people in West 
and Central London and we are a respected agent for inner-city 
regeneration. 600 staff and a combined revenue budget and annual capital 
programme of over £150m give us the resources for an exciting future, 


STRATEGIC 
MARKETING DIRECTOR 


up to £70k + benefits 


Your challenge is to: 

» apply your analytical skills to the development of new strategies that meet 
the needs of our customers, respond to our changing environment and 
ensure our success 

« work to the Group, Chief Executive and be a good team player as part of 
our new executive leadership 

* direct our marketing team to deliver the full marketing mix 


London W6 


You will be energetic and enthusiastic. You will have a proven marketing and 
management track record. You will have the intellectual skills to design and 
promote new strategies. You will be a first class communicator and have the 
diplomacy and resilience needed to influence others. 


For further details and an application pack, please telephone 
Christine Armstrong on 020 8357 5161 or email carmstrongGnotting.org 
Closing date for completed 
applications: Thursday 30 


November 2000. 


i О 


NOTTING HILL 


"i e 
Ages INNER Is мом» 


DIRECTOR - MIDDLE EAST & NORTH AFRICA 


BASED LONDON WEST END - COMPETITIVE SALARY, CAR AND BENEFITS 


Part of the Economist Group, the Economist Intelligence Unit 
has an unrivalled reputation for providing international 
companies with information and analysis on politics, 
economics and business. 


We have a rare opportunity for an expert to join the company 
at the regional director level. Managing our highly talented 
team of ten analysts, you will have full responsibility for 
maintaining the quality of our coverage of the region. 

As well as being the intellectual leader of the team you will 
have the interest and ability to coach and develop them to 
ensure our clients receive the best possible analysis and insight 
on a timely basis. As a key member of our senior analytical 
staff you will have the creative talent to contribute to the EIU's 


THE ECONOMIST INTELLIGENCE UNIT 
RECRUITMENT OFFICE 

15 REGENT STREET 

LONDON SWIY 4LR 

EMAIL: jobs@eiu.com www.eiu.com 


The Economist 
Intelligence Unit 
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development as we continue to reinvent our portfolio for 

the digital age. 

Candidates should have at least 6-8 years’ relevant analytical 
experience and be able to display a thorough knowledge of the 
region, its economics and politics. You will have experience 

of providing information in a concise and accessible form 

for business executives and have excellent people management 
skills. You will be highly organised and have the flair to inspire 
both your team and our clients. 

If you wish to develop your career with a true world leader, 
please send your CV (preferably by email) with a covering letter 
and details of current remuneration, quoting our ref: EIUOGS 
to the HR Director at our address below. 

Closing date November 24th 2000. 
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You take enough risks in your business without making Global reach—local perspective 
decisions in the dark. Are you compiling a shortlist of With a worldwide network of over 500 analysts, the Economist 
potential sites for a new operation? Do you need to monitor Intelligence Unit gives you a genuinely local perspective. Our 
political developments in the countries you trade with? country specialists share the same culture of high standards and 
Do you prepare budgets and forecasts that need to reflect the independence with their corporate colleagues at The Economist, 
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economic fundamentals of each market? ensuring our complete impartiality. 


Country Reports have the answers you need, shedding light 
on the environment for business in over 195 countries. Subscribe onlin 





Each regularly updated report provides clear-sighted analysis, intelligence 
authoritative judgment and accurate forecasts, showing you : 

judg БУ * Reports continuously updated 
how political and economic trends and events could help or 


: * Access your account from anywhere in the world 
hinder your business. y vm 


Whats more. take 12 хани ассев ыу the counteles of * Immediate downloads for the countries you choose 
your choice and you'll save 2096 when you order before * E-mail alerts when your reports have been updated 


November 30th 2000. * Choose HTML or PDF—including charts ar.d graphs 
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Subscribe online before November 30th 2000 and SAVE 20% 
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Remember—you can save 2096 off а 12-month subscription but you must order by 
November 30th 2000. Choose your Country Reports, order online and download the 
latest analysis immediately from the EIU Online Store at www.store.eiu.com/cr_offer.asp. к = 
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Or call Amy Ha now on (852) 280 
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) The Economist 
This offer is only available to new registrants. Intelligence Unit 


HSBC Bank International Limited is a member of the HSBC Group, one of the world's largest banking and financial services organisations with some 6,000 offices in 81 countries and territories. HSBC Bank International 
Limited's principal place of business is Jersey. As at 31 December 1999, its paid up capital and reserves were £116.66 million. Copies of the latest audited accounts are available on request. Although income is paid free from 
tax offshore, it may be liable to tax in your country of residence or domicile, or if it is transferred to another country. Your tax position will depend on your personal circumstances and you may wish to seek guidance from 
your tax adviser. Please note, tax legislation and practice may change. This advert does not constitute an invitation to buy or the solicitation of an offer to sell securities or make deposits in any jurisdiction to any person to 
whom it is unlawful to make such an offer or solicitation in such jurisdiction MBJ/2649/0/20501. 1025/9 
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Tel +44 1534 616 111 Fax «44 1534 616 222 - 24 hours a day 
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right as well as reducing emissions—such as 


What to do about global warming 


Н should reasonable people react to a 
he hype and controversy over global 
warming? Judging by recent headlines, you 
might think we are already doomed. News- 
papers have been quick to link extreme 
weather events, ranging from floods in Britain 
and Mozambique to hurricanes in Central 
America, directly to global warming. Greens 
say that worse will ensue if governments do 
not act. Many politicians have duly jumped 
on the bandwagon, citing recent disasters as a 
reason for speeding up action on the Kyoto 
treaty on climate change that commits rich 
countries to cut emissions of greenhouse 
gases. This week saw the start of a summit in 
The Hague to discuss all this. 

Yet hot-headed attempts to link specific weather disasters 
to the greenhouse effect are scientific bunk. The correct ap- 
proach is coolly to assess the science of climate change before 
taking action. Unfortunately, climate modelling is still in its 
infancy, and for most of the past decade it has raised as many 
questions as it has answered. Now, however, the picture is 
getting clearer. There will never be consensus, but the balance 
of the evidence suggests that global warming is indeed hap- 
pening; that much of it has recently been man-made; and 
that there is a risk of potentially disastrous consequences (see 
our special article on pages 133-136). Even the normally stolid 
insurance industry is getting excited. Insurers reckon that 
weather disasters have cost roughly $400 billion over the past 
decade and that the damage is likely only to increase. The 
time has come to accept that global warming is a credible 
enough threat to require a public-policy response. 

But what, exactly? At first blush, the Kyoto treaty seems to 
offer a good way forward. It is a global treaty: it would be 
foolish to deal with this most global of problems in any other 
way. It sets a long-term framework that requires frequent up- 
dating and revision, rather like the post-war process of trade 
liberalisation. That is sensible because climate change will be 
at least a 100-year problem, and so will require a treaty with 
institutions and mechanisms that endure. The big question 
over Kyoto remains its cost. How much insurance is worth 
buying now against an uncertain, but possibly devastating, 
future threat? And the answer lies in a clear-headed assess- 
ment of benefits and costs. The case for doing something has 
increased during the three years since Kyoto was signed. Yet it 
also remains true that all answers will be easier if economic 
growth is meanwhile sustained: stopping the world while the 
problem is dealt with is not a sensible option, given that re- 
sources to deal with it would then become steadily scarcer. 

That points to two general conclusions about how to im- 
plement Kyoto. The simplest is that countries should search 
out “no regrets” measures that are beneficial in their own 
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scrapping coal subsidies, liberalising energy 
markets and cutting farm support. The sec- 
ond is that implementation should use mar- 
ket-friendly measures that minimise the costs 
and risks of slowing economic growth. 

The argument in The Hague centres on 
this second point, and in particular on the use 
of emissions trading and carbon “sinks” (such 
as forests) that could lower the cost of reach- 
ing the Kyoto targets. The Americans want 
unrestricted trading and generous definitions 
of what constitutes a sink, despite scientific 
uncertainties about this point. The Europeans 
want strict curbs on both. 

The common thread to these issues is that the Europeans 
are taking a moralistic stance that the lion’s share of reduc- 
tions should come from “real” emissions cuts at home. The 
implication is that cuts made via market mechanisms such as 
trading, or the clever use of carbon sinks, are somehow un- 
worthy. Yet the planet is impervious to where or how cuts are 
made, so long as the stock of greenhouse gases in the atmo- 
sphere is reduced. 

Not that the American stance is beyond reproach. Though 
negotiators try to paint themselves as principled, market- 
minded folk, the real explanation for their position is prag- 
matic. They know there is no chance that America will meet 
its target through cuts in domestic emissions. That is why they 
see sinks and trading as saviours. And, though they are on 
firm ground in insisting on unrestricted trading, they should 
agree to conservative definitions of sinks until scientists un- 
derstand them better. 


Carrots, not just sticks 


The proper aim of the negotiations in The Hague should thus 
be to turn Kyoto into a treaty that bites, but with full flexibil- 
ity over how countries should reach the targets that they have 
signed up to. And the guiding principle must be to err on the 
side of flexibility. A rigid deal that imposes heavy costs on 
economies would not only be undesirable in its own right; it 
would risk scuppering the Kyoto process altogether, leaving 
the atmosphere far worse off. Onerous short-term targets that 
force expensive adaptation will come at the expense of jobs, 
wages and other public goods, including measures to im- 
prove the environment. The pain could be particularly acute 
in the developing world. 

The best Kyoto deal would harness the engine of econ- 
omic growth and the ingenuity of entrepreneurs, not bet 
against them. Not only would that ensure that the treaty was 
implemented at minimum cost. It would also help to create 
new markets and provide incentives for businesses to inno- 
vate. That, in turn, could unleash a wave of clean technology, 
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efficiency and green energy on a scale that would be unimag- 
inable with any deal that dragged down growth. 

Striking the right balance will not be easy. Yet that very 


tension is a reason to be hopeful. Although the prospect of 
climate change looms ever larger, the meeting in The Hague 


gives governments a chance to craft a sensible response. Done 
properly, it could be the start of a long-term process that can 
adapt as the science of climate change matures and as the 
world grows richer. The Kyoto pact could yet turn out to have 
been a pretty good deal for everybody. 





The making of a president 


America's next president will have to reform the electoral system and 


rebuild his own legitimacy 


HE days pass, the recounts go on, the lawyers wrangle— 

and the world is beginning to wonder about its most im- 
portant democracy. Given the closeness of the race, whoever 
won this year's American election was likely to start his presi- 
dency without an emphatic popular mandate; now he will 
begin with a tainted one. Just as the name of the departing 
president, whatever his other achievements, will always be 
followed by "impeachment" and "Monica Lewinsky", 
George W. Bush or Al Gore will begin his term dogged by 
"pregnant chads" and "butterfly ballots". 

As The Economist went to press, it seemed likely that the 
United States might finally have a result from Florida on Sat- 
urday morning, once absentee ballots had been counted. But 
whatever happens then, and regardless of whether a new de- 
lay ensues, the events of the past week have demeaned both 
of the contenders. For a while, after Mr Gore withdrew his 
concession, Mr Bush held to the high ground. But soon he was 
dispatching his lawyers as rapidly as Mr Gore and hypocriti- 
cally objecting to the very sort of manual recounts that as 
governor he signed into law in Texas. 

At least Mr Gore offered, in the end, the most logical and 
fair answer to an unfair and illogical problem: for the lawyers 
to withdraw and for there to be a manual recount for the 
whole of Florida—including Republican districts as well as 
Democrat ones. That would have taken time. But certainty, 
accuracy and fairness are all more important than speed. Yet 
Mr Bush, scenting victory, slapped the offer down. While not 
surprising, this response makes it likelier that the legal wran- 
gles will continue and, worse, that bittemess between the 
party leaderships will last well beyond the new president's 
inauguration, in January. 


Modernise, legitimise 

That only reinforces the need for the winner to meet two fun- 
damental challenges: to ensure that the current mess does not 
happen again; and to find some way of reuniting the country 
and establishing the legitimacy of his presidency. Strange as it 
may sound, neither requires dramatic action. 

Much of the blame for the current crisis has been pinned 
on the electoral-college system. Critics maintain that a simple 
popular vote would be a better way to elect a presidency. Yet 
the popular vote would have triggered a much bigger, slower 
recount: the final numbers are still not in, and the margin is as 
small nationwide as has triggered the recount in Florida. The 
electoral-college system is fiercely defended by small states as 
an integral part of the federal system. At most it might be tin- 
kered with (more states may follow the example of Maine 
and Nebraska and allocate their college votes proportionately 
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rather than giving them all to one candidate). But the electoral 
college is no more imperfect than other systems; and it did 
not cause the current imbroglio. 

The blame for that lies with two things that are actually 
easier to fix. The first is inadequate technology. Perfect voting 
systems are also impossible to devise, but America’s seems 
peculiarly stuck in a mid-tech wasteland—neither simple and 
old fashioned (putting your cross on a piece of paper) nor 
simple and high-tech (clicking on a computer). Next time it 
should jump one way or the other, though preferably for- 
wards. If Brazilian voters can master touchscreen technology, 
then surely Americans can too. 

The second is the lack of an independent overseer. Every 
official in Florida, it emerged, was in one party camp or the 
other. The Federal Election Commission limits itself to moni- 
toring the financing of campaigns. Expanding its role to over- 
seeing voting would be constitutionally awkward. But at the 
very least, the winner should use recent events to cajole the 
states into setting up some independent bodies of their own, 
similar to the “returning officers” who exist in Britain. It is ab- 
surd that Americans monitoring overseas elections should in- 
sist on independent overseers, yet disdain them at home. 

None of this, it should be stressed, involves designing a 
new engine for democracy in America; simply giving the cur- 
rent one a long-overdue service. With political skill, the win- 
ning candidate can also pull off something of the same trick 
when it comes to reuniting the country. At the moment, 
around a third of each side's supporters say that they will not 
accept the opposing candidate’s victory. Seeing that those 
people probably account for many of each party’s activists, 
the danger of Washington tearing itself apart is real. 

From this perspective, many of the things that the winner 
needs to do amount to no more than good government. He 
should try especially hard to lure members of the opposing 
party into his cabinet. He should also set his priorities in a 
way that is likeliest to win bipartisan support. President Bush 
might reach out to moderate Democrats by trimming his tax 
cut and restraining the influence of isolationist Republicans 
over foreign policy. President Gore could woo moderate Re- 
publicans by tempering some of his spending programmes 
and borrowing a few of Mr Bush’s ideas on, say, education. 

Such a challenge does not seem beyond either man. But 
both should be aware of the wider significance. The outside 
world has on the whole merely smirked at America’s election 
farce. Nobody's system, after all, is perfect. But if the world's 
guarantor of democracy fails to deal with the clanking from 
its electoral machine, those knowing smiles will disappear. 
و‎ 
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“The SEC's deal with the big accountancy firms may not restrain them enough 


CENVESTORS may think the future of America's stockmarkets 

Д rests on the growth prospects of its companies. But a bigger 
issue may be getting credible accounting information about 
them. Thus it makes perfect sense that, even as the Nasdaq 
stockmarket was being volatile yet again, the Securities and 
Exchange Commission was this week focusing on the integ- 
rity of auditors. On November isth, it issued new guidelines 
on conflicts of interest. But these guidelines, watered down to 
forestall action by Congress, fall far short of what was origi- 
nally sought by the sec’s chairman, Arthur Levitt. 

Company financial statements, їп America and else- 
where, must be approved by an independent auditor. But as 
accounting firms have evolved into complex organisations of- 
fering all manner of services beyond auditing, the standard 

~ for “independence” has become suspect. The sec resolution 
left one of the big five firms fuming about potential lost busi- 
ness and two others barely satisfied (see page 104). It would 

` have been better had they all been miserable. 
` Of the four issues involved, the biggest is the relationship 
between auditors and their far more lucrative consulting 
arms. Mr Levitt wanted these permanently split off. The 
- money at stake is huge. This summer крмс hoped to com- 
-plete a partial flotation that would value its consulting busi- 
` ness at $5.6 billion. How much of this value is owed to a grate- 
` ful clientele buying advice in the hope of a clean audit? 
. Accountants tend to dismiss the whole notion of conflicts, 
ри doubts linger, fed by one audit scandal after another. 
. Making matters worse is the fact that, although the firms pub- 
lish aggregate revenues, they do not break them down by cli- 
` ents, So it has been hard even to see where conflicts might lie. 

This at least should be resolved by the new rules. In an- 
nual statements inviting shareholders to approve the ap- 
pointment of auditors, companies will now be required to 

disclose how much they pay their auditors for non-auditing 
services. The wording of the new rules goes further: “the audi- 






Keeping auditors independent 





































tor cannot operate or supervise the operation of the clients’ 
systems.” Unfortunately, this prohibition is softened with le 
outs that should prove no obstacle to accountancy firms’ las 
yers. And further to allay accusations of harshness, the sec _ 
also reduced restrictions against employment and investment. 
between audit firms and clients, so that they encompass only _ 
those directly involved in an audit. | 

Does this make sense? As accounting firms have grow 
bigger and fewer, many apparent conflicts of interest may 
not, in reality, threaten the integrity of an audit. The big five - 
have thousands of employees, many far away from individ- 
ual clients and so unlikely to have an impact on an audit. It - 
seems unreasonable to stop all staff іп a firm from buying a 
mutual fund provided by an audit client, say, or to block ev- - 
ery spouse from having a job with one. 


Whiter than white 


Yet for the stamp of an auditor to have authority, it must be 
free from any taint. An audit partner who upsets a consultin 
client may feel peer pressure even if he never meets the per 
son who has lost work, thanks not least to profit-sharing ar. 
rangements. The potential for overstepping a fragile line in 
deference to a good customer, or for being a bit too loose - 
about a few too many business decisions, is huge. 

Nobody ever gives confidence much thought until it ; 
gone. By fighting the sec’s initial plan to require them to sepa 
rate off their consulting divisions, the accounting firms have. 
risked damaging their own image. This week's deal is a start, 
because it will bring fuller disclosure of when there is po- 
tential for a conflicted audit. Yet on its own, it is unlikely to бе. 
enough. Few investors worry about the quality of accounts 
during a bull market. But accountants would do themselves 
favour if they voluntarily erased any impression of conflicts 
before investors suffer the inevitable downtum—and start 
looking for somebody to blame. 





The EU's marching orders 


Some tests for the European Union's new defence ambitions 


r ГЕ countries of Western Europe are about to embark on 

an unprecedented military venture: adapting the struc- 
ture of the western alliance to let Europe's soldiers do more of 
the hard soldiering. At a pledging conference in Brussels next 
week, and then at the eu’s Nice summit in early December, 
the guidelines will be set for the 60,000-strong force that the 
EU’s governments have promised will be ready for a range of 
active duties by 2003. Get this part of the operation right, and 
both the £u and Naro will emerge better equipped to deal 
with the new threats that may lie ahead. Get it wrong, how- 
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ever, and the credibility of both will be damaged. The skir- 
mishes still to come are mostly political ones, and the troops. 
and diplomats are all supposed to be on the same side. Yet the 
EU’s military plans still need to meet some crucial tests, if Eu 
rope and America are to avoid an unwanted crisis. 

Next week's pledging conference is the only certain suc- 
cess. Armed with a catalogue of what is needed to make the 
new force coherent, readily deployable and able to keep ой 
soldiering in adversity, the eu will next week count up what 
individual governments have offered to provide, highlight the: 
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- gaps and work out ways to fill them. There will be few sur- 
. prises. NATO went through a similar exercise recently only to 
find the same needs: more ships and aircraft to get troops and 
equipment quickly to where they may be needed, more re- 
connaissance aircraft, and lighter, more sophisticated weap- 
ons for these more mobile forces (see pages 27-36). 

Finding 60,000 readily deployable troops out of Europe's 
2m or so ought not to be hard, especially as non-Eu-members 
such as Poland, Turkey and Norway stand ready to chip in. 
Some European countries have already started to make their 
armed forces more mobile, putting emphasis on professional 
soldiers, rather than conscripts. But will they deliver? Ger- 
many has generously offered 18,000 troops to the new EU 
force, but has been pushed to sustain the 5800 it now has in 
Kosovo. And more serious defence work will cost more too, a 
point most Eu finance ministers have yet to grasp. 

So the е0? first test is a practical one: will it produce more 
highly-trained, deployable soldiers, with more of the right 
sorts of equipment and logistics? Or will it wastefully dupli- 
cate activities NATO already does? Unless the ки exercise adds 
to the pool of forces available for Naro-led or Eu-led opera- 
tions, it will prove a burden not a benefit, and undermine the 
continent-stabilising partnership with America. 

The коз other tests are political ones. By the time of the 
Nice summit, the Union must have reached an agreement 
with Nato about the ways in which the two clubs will mesh. 
Most principles are settled. The ки will act only when мато, 
still Europe's foremost defence grouping, chooses not to; it 
will have assured access to nato’s planning skills, and “рге- 
sumed access" to Naro’s equipment for £u-led operations. 


Aid for Argentina 








NCE again, a biggish emerging-market economy is in 

| trouble. After yields оп Argentina's bonds soared last 
. week, its government said it had approached the rr for help. 
- With contributions from other multilateral institutions, and 
.. perhaps help from private banks, it could be in line to receive 

loans amounting to as much as $20 billion—the largest bail- 
out for an emerging economy since Brazil got into difficulties 
over its devaluation of January 1999. 

Were Argentina to default on its debts, other emerging 
economies would suffer, especially those in South America. 
That is the first reason for helping it. It is also a deserving case. 
In many respects, it has been a model of market reform; its 
с economy grew by an annual average of 6.2% between 1991 
.. and 1998, and its current troubles look manageable. 





Outrageous fortune 


They stem largely from external blows under which weaker 
economies would have buckled. These include not just the 

_ devaluation by Brazil, its biggest trading partner, but low 
.. prices for its farm exports and the soaring dollar, to which the 
Argentine peso is fixed under a currency-board arrangement 
introduced in 1991. Lastly, investors made risk-averse by the 
frailty of technology shares in the United States have de- 
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-. Reaching agreement on the details, however, is proving 


.. It deserves it, but its plight should give pause to fans of fixed exchange rates 





stickier. Before the Nice summit, the ко must find reassuring 
and permanent ways to include non-eu countries that are 
members of Naro (and quite properly have a veto over the 
use of its assets), as well as поп-мАТО countries that are mem- 
bers of or applicants to the Eu, in the shaping, if not the tak- 
ing, of defence decisions in which they may have a role. This 
argues for a web of dialogue among all countries concerned, 
not for decisions to be taken in exclusive Euro-huddles. 


The best-laid planning... 


Crucially, there is still no final agreement on how the plan- 
ning should be done for operations the ки may eventually 
lead. Operations using Naro assets clearly should be planned 
by Naro planners. But what of things the Europeans may 
want to do on their own? France is keen for the Europeans to 
be able to plan and act truly “autonomously”. But there is 
only one pool of soldiers and equipment available to both 
NATO and the ки, and one pot of money to finance them; 
maintaining separate planning bureaucracies would be 
wasteful and could split the alliance. America's defence secre- 
tary, William Cohen, last month suggested that the two orga- 
nisations should develop a common planning process that 
meets the new needs of both. It is worth exploring. When they 
gather at Nice, ће ко” leaders need to resist being rushed into 
a separate defence review and planning process of their own. 

Combining the conflict-prevention tools of the £u and the 
war-fighting and crisis-management experience of NATO 
should make it easier to deal with problems within Europe 
and beyond. But the deal is not sewn up yet. 











manded high premiums on all emerging-market debt. 

Despite all this, Argentina's exports have risen. But the 
country is stuck in a low-growth trap. After shrinking by 3% 
last year, the economy will expand by perhaps о.5% this year. 
In such circumstances, economics suggests two possible rem- 
edies: either a devaluation, or a modest fiscal stimulus. Argen- 
tina's drama is that neither is easily available. The currency 
board rules out devaluation; a largely dollarised economy 
means that the costs would anyway far outweigh the benefits. 

Because of the profligacy of its predecessor, the gov- 
emment of President Fernando de la Rua felt obliged, on tak- 
ing office last December, to tighten fiscal policy, even though 
the budget deficit was relatively modest (and was due partly 
to the transition costs of switching to a private pension sys- 
tem). The aim was to reassure investors, and so prompt capital 
inflows and lower interest rates. But tax increases helped to 
push a recovering economy back towards recession, increas- 
ing investors' worries about Argentina's debts. 

The helping hand of the mmr offers a way out (see page 57). 
Investors will, with luck, no longer have to fret about how the 
country will cover its financing needs next year. And in re- 
turn for a commitment to medium-term reform of the public 
finances, especially those of the provinces, Argentina's fiscal 
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policy can safely be looser in the short term. 

All that makes sense. But the rescue will work only if it re- 
stores economic growth. For that, Mr de la Rua must use the 
respite gained to restore confidence in his government and its 
economic policy. A new economic team might have eased 
that task, though the main fault of the current one is merely to 
be unlucky. As it is, growth will probably require early cuts in 
tax rates, balanced by lower spending. And pushing the all- 
important fiscal reforms through an opposition-dominated 
Congress will require decisive leadership from Mr de la Rua. 
That is not something that Argentines associate with their 
president. It is time for him to surprise them. 

There is a further lesson from Argentina's troubles. It is 
that currency boards are not a panacea, nor do they necessar- 


ily force countries to reform. For all its achievements in other 
areas, Argentina has done less than, say, Brazil to reorder its 
public finances, especially those of the provinces, and to in- 
crease the efficiency of the central-government bureaucracy. 
Certainly, the currency board underpinned Argentina’s 
boom during the 1990s. And even today it may not in itself be 
the main obstacle to the country’s economic recovery, which, 
with the imr’s help and a lower dollar, may eventually arrive. 
But the board is proving painful, and is no longer bringing 
growth. Argentina is stuck with it, and it still has its benefits. 
Even so, the country’s plight ought to give pause to those who 
preach that Latin American countries should eagerly adopt 
the dollar, whatever their circumstances or trading patterns: 
green-backed does not necessarily mean copper-bottomed. 





Gambling with public money 


The Dome!'s follies should not discredit the many good works funded by Britain’s 
National Lottery. But the lottery itself is an unsatisfactory and dishonest tax 


T'S official. The Millennium Dome at Greenwich is a fiasco. 

Last week Britain’s National Audit Office condemned the 
financial mismanagement of the project right from its incep- 
tion. This week the Public Accounts Committee of the House 
of Commons gave the financial officers of the Dome's operat- 
ing company another painful public grilling. Tony Blair has 
already publicly renounced the Dome. And the symbolic fail- 
ure of the Greenwich tent has focused attention on the whole 
structure and use of money from the National Lottery. To 
date, the Dome has consumed £628m ($900m) of lottery 
money, a sizeable chunk of the nearly £9 billion that has been 
distributed to the so-called “good causes”. 

The mistakes made in the building and funding of the 
Dome have not been isolated ones. They have been repeated 
elsewhere, often with equally disastrous results. This should 
not be a surprise. If you set up a supply of “free” money and 
give committees of the “great and good” a licence to spend it 
on favoured projects, a lot of it is bound to be wasted. 

But it would be a shame if the failure of the Dome, and 
even of a few other lottery-backed schemes, were completely 
to discredit the current splurge of public spending on the arts, 
heritage and sport. The lottery has financed projects all over 
Britain, many of which have been a great success (see page 
75). To damn the lottery and all its works is too easy. Many of 
the works are fine. It is the lottery itself that is suspect. 

Start, though, with the works. Since the heyday of imperial 
self-confidence in the 19th century, Britain has enjoyed nei- 
ther the largesse of American-style private philanthropy nor 
the French-style state enthusiasm for grands projets. Public 
and private funding has not been available to stop many of 
the country’s greatest Victorian buildings, and with them 
many relevant institutions, falling into decay and disrepair. 
And, at least since the 1951 Festival of Britain, neither have 
there been sufficient funds to encourage and enable many of 
the ambitious new buildings, public facilities and minority 
sports that are now receiving support. 

The Treasury is right to be careful with public money. And 
politicians have to be mindful of the fact that the public’s top 
priorities are bread-and-butter issues like education, health 
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and pensions. But a country that lets its historic buildings, art 
collections and even sports teams fall into a state of disrepair, 
and that lacks the ambition or the courage to commission 
new public buildings, is in a bad way. Britain should not an- 
swer this description. It is a wealthy country—the fourth- 
largest economy in the world, as Mr Blair never tires of saying. 

Compared with all the money consumed by big spending 
departments like social security and health, even the billions 
generated by the lottery are small beer. But it is small beer 
which has a disproportionate impact on the look and feel of 
Britain. As a result of lottery lolly the National Portrait Gallery, 
the Museum of Scotland, the Millennium Stadium in Cardiff, 
the Dulwich Picture Gallery, the Wallace Collection and 
many others have had a makeover, bringing them up to mod- 
ern standards in terms of access, educational facilities, exhi- 
bition space and more. And under the match-funding rules, 
lottery money has attracted private as well as local public 
funds to projects that might otherwise never have happened. 


Time to be honest 


The lottery therefore looks like a wonderful mechanism to 
fund all those lovely art galleries, rowing eights and opera 
houses. The logic seems to be that “gambling is a bit of fun 
and all the projects funded by the lottery are fun”, so who 
cares if it needs a sleight of hand to raise the necessary cash? 
But that is too easy. The lottery may seem like “funny 
money”, but it is in effect taxation, taken through a con-trick. 

The trick works because the government has created a 
small nationalised (albeit outsourced) monopoly, and used it 
to offer gambling at costlier terms than punters would face if 
there were competition. It can then use the money to expand 
its public spending, to support pet projects (like the Dome) 
and, yes, to do some good. Instead, the market should be 
opened to private lotteries, some of which could, if they 
chose, compete on the basis of support for good causes. And 
if the government believes that lottery projects are worth- 
while, it should be prepared to argue for them and to fund 
them out of general taxation. After all, they are good causes. 
= 
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LAND WARFARE 


The shape of the battle ahead 


Will future wars be fought and won entirely from the air? It is unlikely, but 
new technologies are revolutionising thinking about armoured warfare 


T A recent conference on the use of force 
in the 21st century, a representative of 
the American army lashed out against what 
he called the “catastrophic myth" that rich 
countries need no longer prepare for high- 
intensity warfare on land. General Ronald 
Griffiths told his colleagues never to forget 
the words of a historian of the Korean war: 
You may fly overa land forever, you may bomb it, 
pulverise it and wipe it clear of life. But if you de- 
sire to defend it, protect it, keep it, you must do so 
on the ground the way the Roman legions did, by 
putting your young men in the mud. 

Was the general making a desperate ef- 
fort to preserve a dinosaur—the armoured- 
warfare tradition asit has evolved since 1914? 
Or was he injecting common sense into a de- 
bate that has been distorted since the Gulf 
war by an exaggerated faith in high-tech 
weaponry and the promise of swift, almost 
risk-free victory? The “air versus land" battle 
has become one of the most emotional is- 
sues in military science. 

Most kinds of weapons system—be they 
helicopters, ships or armoured cars—de- 
pend for their effectiveness on a subtle 
trade-off between protection, mobility and 
firepower. These days, it could be argued, 
mobility and firepower can best be pro- 
vided from the air, where NATO armies have 
a clear advantage. So why risk “putting 
young men (or women) in the mud” and in- 
curring needless losses? 

In recent years, western electorates, par- 
ticularly America's, have become more casu- 
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alty-shy than the authoritarian societies 
they are likely to confront on the battle- 
field—especially in conflicts where national 
survival is not at stake. So a military doctrine 
based on minimising casualties, and maxi- 
mising the use of technology, by delivering 
destructive power from a relatively safe dis- 
tance, would seem a natural way of playing 
to МАТО strengths. 

This does raise some awkward moral 
problems: during last year’s bombing of Ser- 
bia, for example, although civilian casualties 
were remarkably low for an 11-week bomb- 
ing campaign, some were made inevitable 
by western commanders insisting on flying 
high enough to avoid the risk from anti- 
aircraft fire. Yet the current political climate, 
which plays down old-fashioned virtues 
like grit and sacrifice, and favours scientific 
gadgets, especially those that make it possi- 
ble to “see deep and shoot deep" with new 
speed and accuracy, has put land-war advo- 
cateson the defensive. 


Truegrit 

Compared with the other services, ground 
armies have always relied more on person- 
nel and less on machines. Among Britain's 
foot-soldiers, there is a half-serious jest that 
"the army equips men, the air force mans 
equipment". At Sandhurst, the British army's 
academy, the curriculum continues to put 
huge emphasis on subtle human factors 
such as teamwork, leadership and the will- 
ingness, if necessary, to risk death and to 





react stoically when comrades die. 

But there is an increasing onus on land- 
warfare theorists to prove that old-fash- 
ioned virtues, and relatively old-fashioned 
equipment, can keep pace with change. On 
today's battlefield the technology available 
to potential enemies, as well as western co- 
alitions, is evolving at an accelerating pace. 

As in most military debates, powerful 
vested interests are involved. Whatever their 
real usefulness, the construction of tanks, ar- 
tillery pieces and military vehicles is still a 
multi-billion-dollar business, whose wares 
are proudly displayed, year after year, in a 
regular round of glitzy exhibitions. 

Last month, an impressive selection of 
these killing machines was packed into a 
showroom in the Greek port of Piraeus, be- 
ing peddled by salesmen from a dozen 
countries. Americans spokeof the value-for- 
money and “fightability” of the Abrams 
tank, 8,000 of which are in service with their 
own army. Germans argued the case for 
their Leopard-2, which they have sold to 
seven neighbouring countries, staking out its 
position as “tank of choice" for Europe. The 
French, meanwhile, were promoting their 
Leclerc tank, which has a smaller crew (three 
not four) and can fire accurately at high 
speeds. British rivals argued that their Chal- 
lenger-2 leads the world in protective ar- 
mour. Hovering in the background were en- 
voys from Ukraine and Russia, touting 
equipment that promises similar protection 
and punch for a fraction of the NATO price. 

This show was keenly watched partly 
because the host country, Greece, is close to 
making a decision on опе of the hardest- 
fought defence contractsof recent times: $2 
billion order for at least 250 tanks. Tens of 
thousands of jobs depend on the choice. 
Soon after Greece makes up its mind, in the 
next few weeks, its historic rival, Turkey, will 
award an even bigger prize: a contract for up 
to 1,000 tanks, being contested by American, 
French, German and Ukrainian firms, and 
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their Turkish partners. The only sure thing is 
that whichever supplier is favoured by 
Greece will be ruled out by Turkey. 

These contracts will help shape Europe's 
armour-industry landscape, which—in 
contrast with the aerospace industry—is still 
dominated by national champions: family- 
controlled firms in Germany, a state monop- 
oly in France and listed companies in Britain. 
The German government, in an unusually 
blunt statement of industrial policy, called 
last month for a swift consolidation of its 
land-armour and warship-building compa- 
nies. How this consolidation is done may 
well depend on the quarrelsome nations of 
the Aegean and the amount of business they 
award each of the rivals. 

But no amount of eager sales talk can 
conceal the fact that the whole tradition of 
armoured warfare, and the industries that 
supply it, are fighting for their lives. Though 
NATO armies will probably keep four main 
types of tank in service for a couple more de- 
cades, it is unlikely that any more of these 
outsized metal beasts will be developed. 

Despite their much-touted differences, 
the machines on offer in Greece have many 
features—and drawbacks—in common. 
They all weigh about 70 tonnes; they can op- 
eratein any terrain or weather and flatten al- 
most anything in their path. But unless they 
are backed up by infantry, they are still vul- 
nerable to any brave opponent who can get 
close enough to blow off their tracks. By far 
their biggest drawback, however, is the diffi- 
culty of transporting them, and the "iron 
mountain" of spare parts and logistics 
needed to keep them going, to remote battle- 
fields at short notice. 

The American air force has about 50 c-17 
aircraft which are designed to ferry tanks— 
one at a time—to relatively hostile terrain; its 
older c-5 transporters are bigger but less reli- 
able and need a longer runway. No Euro- 
pean ally has any aircraft large enough to 
carry tanks, though Britain is hiring a few. 

German defence planners, whose think- 
ing focuseson Europe, might argue that their 
tanks could always get to battle by train or 
road—although мато? recent deployment 
of heavy armour in Kosovo, eventually 
made by sea, highlighted the awkward fact 
that Central Europe's railway tunnels are too 
narrow for a tank to pass through. 

As for the British or French, whose inter- 
ests have always ranged well beyond Eu- 
rope, heavy tanks simply do not fit with their 
new emphasis on go-anywhere “rapid reac- 
tion" forces. Because of its history as a colo- 
nial force and its semi-detached relations 
with NATO, the French army has a tradition 
of transporting light armour overseas in a 
hurry—to Africa, for example. 

Butitis still true, a decade after the Berlin 
Wall came down, that much of the land 
equipment produced and sold by western 
nations reflects the assumptions of the cold 
war, when the place of battle was known in 
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advance. In the macabre thinking of NATO 
planners, the armour lined up in Germany 
was supposed to buy a few days’ time before 
an East-West war went nuclear. 

The United States, which spends far 
more on procurement and research than its 
main allies put together, can perhaps afford 
the luxury of producing both old-fashioned 
weapons systems—either to appease local 
political lobbies, or to preserve the defence- 
industrial base—as well as high-tech weap- 
ons. But for Europe’s much smaller armies, 
the choice between new and old weapons is 
more urgent. That makes it doubly surpris- 
ing that, despite much rhetoric about a new 
defence role for the European Union, the 
EU's armies are less adapted to a post-cold- 
war world than the American one. 


Fighting smarter 


On both sides of the Atlantic, military plan- 
ners face a paradox. Tomorrow’s battles will, 
as far as anyone can guess, be for control of 
land, not the sea or the sky; as long as Amer- 
ica’s forces retain their huge preponderance, 
it is hard to imagine western strength being 
tested in aerial battles or naval clashes in 
mid-ocean. But battles for the control of land 
will not necessarily be fought on land. Long- 
distance or “stand-off” weapons—from sea- 
based cruise missiles to tank-busting aircraft 
and helicopters—are available to do almost 
everything ground armour once did, except 


to wage urban warfare. And as America 
learned in Somalia, and Russia found out in 
Chechnya, traditional armour is not ideal for 
street-fighting either. 

To be fair, the weapons known as "land 
systems"—a catch-all term for everything 
ground armies use, from tanks to rifles—are 
themselves becoming cleverer. Satellite- 
guided munitions for artillery are being de- 
veloped in America and Germany; there is 
talk of building a tank powered by electric- 
ity, eliminating the fuel reservoirs that ac- 
count for much of their bulk. Scientists are 
working on "smart armour", meaning pro- 
tective devices which snap into action when 
a vehicle is under fire, not before; and the art 
of protection is being transformed by the use 
of new composite materials. 

But as the technology available to land- 
warfare planners grows steadily more so- 
phisticated, it may undermine that entire 
style of combat. According to Chris Bellamy, 
a professor of military doctrine at Britain's 
Cranfield University, the next generation of 
tanks—or whatever else does their job—will 
rely on electro-magnetic firing systems and 
perhaps directed-energy (meaning, laser) 
guns. It may be impossible to make protec- 
tive armour thick enough to withstand this 
new kind of fire. 

The only ways to avoid, say, electro- 
magnetic fire at very high speeds—up to 
2,000 metres a second—would be evasion or 
pre-emptive attack. So land warriors will 
find themselves making the same choice as 
the designers of warships: abandoning pro- 
tection in favour of speed and stealth. 

Even ifit can improve the art of survival, 
does slow-moving armour have any place in 
a world where wars may be as short as they 
are devastating? Senator Joseph Lieberman, 
Al Gore's running-mate, has predicted that 
before long America "could defend itself 
from missile attack, project power with un- 
precedented speed over vast distances, and 
destroy a large enemy army in a matter of 
hours." If so, then big tanks would hardly 
have time to trundle out of their depots, let 
alone get to the front line, before the battle 
wasover. 

In fact, few people believe that very 
short, very sharp wars conducted with 
screens and buttons are the only kind that 
defence planners need to consider. As the 
Iran-Iraq war or the Falklands war demon- 
strated, old-fashioned battles can still be 
fought, even when more sophisticated tech- 
nology is available. For political and moral 
reasons, defence planners will always want 
to preserve a range of options to meet future 
military challenges. Keeping an enemy 
guessing is perhaps the strongest argument 
for keeping ground-warfare capacity intact. 

But in the United States, a strident school 
of air-power advocates believes that heavy 
ground forces should be slimmed down. 
“Ideally, you'd keep every kind of force, but 
the least bad place tocut would be the army's 
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Commemorating thirty years of progress 
OMAN TO STRENGTHEN THE PRIVATE SECTOR IN THE NEW MILLENNIUM 


STABILITY AND THE MIDDLE EAST are 
not usually concepts which have much in 
common. Oman however is very much 
the exception that proves the rule. It has 
been governed by Sultan Qaboos bin Said 
for thirty years and throughout that period 
Oman has acted as a conciliator when it 
comes to diplomacy and as a promoter of 
private enterprise and foreign investment 
when economic policy has been shaped 
Oman has been fortunate in that it has 
never possessed great oil wealth and has 
therefore had to plan the course of its 
economy intelligently and very carefully. 
Diversification is proceeding at a swift 
pace. The two mega projects, a liquified 
gas plant with Royal Dutch Shell as the 
major partner and the construction of a 
Salalah with the 


container port at 


Danish line, Maersk, have both been 
outstandingly successful. 

Significantly both these joint ventures 
with major multinationals have been long 
term projects. The gas plant is working on 
the basis of a twenty year contract with all 
the gas already sold to Asian markets 
before the plant was completed 

The container port is being run on a 
thirty year contract by Salalah Port Services 
(SPS), in which both the Government and 
Maersk have an interest. In less than two 
years of operation SPS has created sufficient 
traffic to put Salalah in the list of the top 
twenty container ports worldwide. 

In his speeches, Sultan Qaboos has 
strongly stressed the importance of both 
privatisation and Omanisation. The aim is 


to create both more non-oil wealth and 
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His Majesty 
Sultan Qaboos bin Said 


jobs for a growing population. Further 
expansion plans include the building of an 
industrial port at Sohar linked to an alu- 
minium plant and an industrial estate, 


plus the privatisation of the telecoms 


industry and the facilities at the Seeb 
international airport. 
Considerable resources have been 


spent on education and all the major 
banks are confident that they will meet 
a 90 per cent Omanisation target set by 
the Central Bank of Oman for the end of 
this year. 

Multinationals are willing to invest 
large amounts in Oman because under 
Sultan Qaboos the country has experi- 
enced thirty years of political stability. 
has not been radicalised because the 


Sultan has remained close to his people, 
touring the country for an extended peri- 
od for each year, sounding out opinions in 
the remotest areas and ensuring that à 
large proportion of any government 
revenue is spent on health and education. 
There is also a Majlis Ashshura (Council of 
Representatives), elected by universal suf- 
frage with women members, which has 
considerable powers to probe and ques- 
tion Ministers about how they run their 
departments 


It is then these two twin themes of con- 


%@Sultation and conciliation which have 
= hh 
) >a owed Oman to prosper over a period of 


E йу years During that time a modem 


"ае has been created. with a standard of 


* public healthcare which would be envied 
by many - the World Health Organisation 
recently put Oman in the top ten nations 
when it comes to the intelligent allocation 
of healthcare resources — well ahead of both 
the United States and Britain. Its Sultan has 
also won peace prizes for conciliation both 
in the region and the wider world. 

What of the future? Oman became a 
member of the World Trade Organisation 
last month and the Minister of National 
Economy H.E. Ahmed Abdulnabi Macki is 
in the process of drawing up the countrys 
next five year plan. His verdict? *The pri- 
vate sector has a key role to play in the 
next five year plan. Highest priority is 
attached to manufacturing projects 
designed to produce high added-value 
goods for export. Foreign investors inter- 
ested in such projects in Oman will find a 


warm welcome.” 
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Building a modern nation on consensus 


B ack in 1970 when Sultan Qaboos 
came to power, the West and 
indeed much of the rest of the world 
was very preoccupied with political 
stability in the Gulf. Three years previ- 
ously the British had beaten a very 
ignominious retreat from Aden, the 
capital of neighbouring South Yemen. A 
regime had been established there 
which had close links to Moscow and 
was bent on destabilising the neigh- 
bouring Sultanate of Oman. 

The British, who had traditionally 
had a strong diplomatic and military 
role in the area were about to withdraw 
troops from the neighbouring Gulf 
States at that time, which caused 
unease amongst some of the rulers. Was 
the British military withdrawal too pre- 
cipitous? That was the question being 
asked when a new and untried leader 
was just establishing himself in the key 
Sultanate of Oman, which guarded the 
entry to the Gulf and ensured the safe 





right of peaceful passage to tankers 
making their way to the Northern 
waters of the Gulf. 

They need not have worried. Thirty 
years later Sultan Qaboos bin Said 
Al-Said is still very much a presence, 
and in the intervening period he has 
been the architect of a young energetic 
nation. Oman has now won interna- 
tional recognition for its foreign policy 
of conciliation and good neighbourli- 
ness and for the creation of efficient 
and cost-effective health, education and 
social services at home. Consultation at 
home and abroad has been the keynote 
of his thirty year reign. 


Challenging times 

The fears of instability so rife in the 
1970s proved unfounded as each 
nation of the Gulf set about building a 
modern infrastructure. The challenge 
was greatest in Oman, a sizeable 
territory where the infrastructure had 


HIGH QUALITY AND FREQUENCY 


"Oman Air's strategy is to be the Gulf business trav- 
ellers’ preferred choice by providing a high frequency of 
flights and high quality services," says General 
Manager, Abdul Rahman Al Busaidy. The number of 
daily flights between Muscat and Dubai increased in 
November from six to seven and from mid December 
there is to be a dedicated business class of 12 seats on 
the ATR fleet. Another aim is to provide a high quality 
domestic service in Oman. With this winter's schedule it 
is now possible to travel from Muscat to Salalah in the 
South, conduct business meetings and return on the 
same day. The third strategic aim is to be a major play- 
er on the routes between Oman and the Indian sub con- 
KS cote ignara 
= bodied to narrow bodied air- 

BRAN Ала} N craft with a capacity of 130 to 170 seats," 
Ahl, said Abdul Rahman А! Busaidy. "We are 

1 at an advanced stage in choosing 
between the merits of the new generation 
of Boeing 737s and the Airbus 320 family". Oman Air is to introduce 
a wider range of fares to attract travellers in the off peak period of 
Saturday to Tuesday, and a new fare structure is being devised to 
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hardly been developed at all. 

The new Sultan immediately made 
it clear he was his own man. National 
reconciliation was a top priority and 
from the start he aimed to bring togeth- 
er the Omanis who had remained in the 
country and the considerable number 
who had left. Listening and consulting, 
keeping his ear very close to the 
ground, he sought to build a modern 
nation based on consensus. 

He immediatly initiated a ‘hearts and 
minds’ campaign, offering Omanis help 
in digging for water supplies and with 
medical services and ensuring that 
Marxist groups attempting to infiltrate 
the border areas had an ever diminish- 
ing chance of success. 

The most important single factor in 
the past thirty years is that Sultan 
Qaboos has remained close to his 
people, keeping himself informed of 
their concerns and aspirations. Today 
there is a Council of Representatives 


attract families and groups. There will also be attractive 
fares for frequent travellers, who may work in Muscat 
but have family in the South of Oman. Oman Air also 
plans to play an active role in promoting more tourist 
traffic in the region. This will involve more flights during 
the Khareef Festival in Salalah when tourists come to 
see the desert areas transformed into greenery during 
the monsoon season and to special events like the 
Muscat Festival. "We will also be offering favourable 
rates to airlines serving Europe, who do not fly to 
Muscat, but have passengers requiring to fly from 
neighbouring countries to the Sultanate," added Abdul 
Rahman А! Busaidy. “The overall strategy is to consoli- 
date our position in the region over the next two years. 
Once our regional strategy is in place we will then look 
at expanding our routes to Europe, the Far East and East Africa." 
There could also be a considerable expansion of freight services if, 
as expected, the free trade zone now in its planning stages at 
Salalah becomes a major factor in the economy. As it expands its 
regional role, the airline is also to get a new look. The fashion house, 
Jaeger has been brought in to redesign the uniforms, and these are 
being unveiled to coincide with National Day. 





(Majlis Ashshura) which is elected by 
universal suffrage. 

It has both men and women as 
members, and possesses wide powers 
to question and debate policy. Ministers 
have to prepare themselves very 
thoroughly indeed before being 
summoned to answer questions, 
because the interrogation can be very 
tough. All contentious issues therefore 
receive a very public airing. 

While developing formal elective 
procedures, Sultan Qaboos also spends 
around a month each year visiting all 
regions of the Sultanate. This enables 
him to meet the ordinary people and 
listen to their hopes and fears. 

Consultation continues at all 
levels. The Sultan has met the needs of 
an educated and sophisticated urban 
population, many of whom now have 
university degrees or similar qualifica- 
tions, yet still manages to keep in touch 
with the rural population in outlying 
regions. 

As a result, the nation has a sense of 
unity and purpose as it enters a new 


century. Young IT graduates living in 
the capital of Muscat, be they men or 
women (who now comprise a very large 
percentage of the graduate population) 
do not feel cut off from their parents or 
grandparents, even though they may 
live in the regions and have little formal 
education. 


Funding 

Education and consultation have 
been the watchwords at all levels, 
with primary, secondary, higher and 
technical education all receiving 
generous funding. However, the day is 
already approaching when the state can 
no longer afford to foot all the higher 
education bills for such a fast growing 
population, and a thriving private 
system now operates in tandem with 
state schools and institutes. 

In the public sector, the Sultan 
Qaboos University, created as one of 
the early priorities in nation-building, 
has for a long time played an important 
role in the nations education. There 
are also many other state training 


MERGER CREATES OMAN'S BIGGEST BANK 


Following the decision of the shareholders of both 
BankMuscat and the Commercial Bank of Oman to 
merge, a bank of considerable size has been created in 
the Sultanate of Oman. "The merger has come at the 
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institutes, and technical and specialist 
colleges. A private university college, 
the College of Administrative Sciences, 
specialising in business studies, has 
also been established. 

Many maintain that consultation and 
education are more important for 
Oman than the price of oil. For Oman, 
probably to its own advantage, has 
never been an oil-rich nation. 

Relatively modest amounts of oil 
were found in the sixties and were just 
starting to be developed when the 
present Sultan came to power. Since 
then, further discoveries have been 
made, roughly balancing the amount 
taken out of the ground each year. 

In the early nineties natural gas 
was also discovered, though this never 
promised visions of untold wealth. The 
Omani nation and its leader have 
always been aware that to achieve 
prosperity they must subscribe to the 
work ethic, learn new skills and 
become part of the global economy. 

With an exceptionally long coastline 
of more than 1,700 kilometres that 


strength to take on additional projects. BankMuscat 
was involved in Oman's biggest ever infrastructure pro- 
ject, the building of a gas liquification plant for Oman 
LNG at Qalhat. 


right time. It is good for the economy and good for the 
country," says Chief Executive Abdul Razak Ali Issa. 
The bank already has a representative office in Dubai 
and plans to strengthen its existing presence in India and to 
expand in the Indian Ocean Rim countries. It will have some 
1,500 employees, 120 retail branches and a powerful IT 





*As far as investment banking is concerned, with a 
larger network of branches we will be able to retail 
investment products to a larger number of investors," 
said Abdul Razak Ali Issa. 

The IT sector is growing fast and an internet banking 
service is expected in six months to a year. "We have to 


department, based on BankMuscat's existing system. Abdul Razak be aware that 60 per cent of the population is under 21. 
While some expatriates may leave, no Omanis will lose Ali Issa They will be familiar with the computer from day one of 
their jobs. The bank plans instead to employ the addition- er their working life,” concluded Abdul Razak Ali Issa 
a uscat 


al Omani staff in strengthening both its direct sales force 
promoting bank products and its debt recovery team. 

“The new bank will have four core activities, retail, corporate, 
investment banking and treasury. The retail sector with consumer 
loans offering both a high yield and a spread risk is the most prof- 
itable," said General Manager Sunder George. 

BankMuscat is also becoming increasingly active in project 
finance and sees this as a growth area with many privatisation pro- 
jects under way. Its increased assets will be critical in giving it more 


Turning to new products, both the Chief Executive, 
Abdul Razak Ali Issa and and General Manager Sunder 
George saw greater opportunities for marketing insurance 
products and possibilities for growing mutual funds 
in Oman. The development of new products is 
expected to be aided by the new regulations at 
present being drawn up by the Central Bank of (~<a 
Oman, which will give Oman's banking community | 15a o1; 
greater flexibility of action. BankMuscat 


BANKMUSCAT 


Р.О. Box 134, Postal Code 112, Ruwi, Sultanate of Oman TEL: (968) 703 044 FAX: (968) 707 806 
www.bankmuscat.com 
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Muscat Securities 


CK 


fronts the Arabian Sea, the Gulf of 


Omanis have always looked outward to 
the rest of the world. They have a long 
and honoured tradition as a maritime 
and trading nation. 
lived in the Sultanate at least 5,000 
years ago: Sumerian tablets refer to it as 
a source of copper, 
were established there by 2000 BC. As 
long as 1,200 years ago Omani traders 
were reaching China. 

This historical background is essen- 
tial in understanding both the Sultan 
and his people. Omanis look outward 
in matters of culture, education and 
business, and with their new-found 
skills it is taken for granted that young 
Omanis will be looking worldwide for 
jobs and opportunities. 

Investors therefore find Oman a 
‘foreigner friendly’ country when they 
come to discuss setting up business 
there. There is a degree of tolerance 
exemplified by the fact that Oman has a 
Ministry of Religious Affairs rather than 
a Ministry of Islamic Affairs, and 


A Capital Markets Authority has been set up which hes 
already begun to show its teeth by temporarily suspend- 
ing companies which do not submit their quarterly results 
on time, and a sharp watch is being kept on whether com- 
panies observe the rules in the appointment of directors. 
The Muscat Securities Market has been restructured by 
Royal Decree which has divided it into separate regulato- 
ry, trading and registration bodies. The Capital Markets 
Authority, a financially independent government authority, 
guards and guides the administrative laws and regulations while the 
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MAKING MARKETS MORE ACCOUNTABLE 


In close consultation with the Government and the 
Ministry of Commerce and Industry, the Muscat Securities 
Market is undergoing a major overhaul set to woo back 
Omani and foreign investors. Yahya Bin Said Al Jabri, one 
of Oman's best known bankers formerly of Oman 
International Bank, is putting together a stringent and 


Market looks after the trading floor and the 


Depository Authority checks certifications. “We have taken the Peter 


Cadbury code as an example, reworking sec- 
tions to suit the environment in Oman," com- 
mented Yahya Bin Said А! Jabri. "We want to 


bring about an alignment between responsibility and 


CAPITAL MARKETS AUTHORITY 
Р.О. Box 3359, Ruwi, Postal Code 112, Sultanate of Oman TEL: (968) 771 2722 / (968) 771 2607 FAX: (968) 771 6266 


Christians and Hindus are allowed to companies in the liquified natural 
Oman and the Arabian Gulf, the practise their faith openly. gas industry. 

Alcohol is also available for those It is a formula that has proved very 
whose religion does not forbid it at successful indeed. The entire output 
publicly licensed places. of the plant for the next twenty 


Omanisation and partnership customers in Korea, India and Japan, 
Oman is currently preparing for the and an expansion of the plant is under 
and copper mines publication of a new five year plan early consideration. 
next year, which is expected to empha- The second major development, also 
sise a further expansion of the private encouraged by the Sultan, has been the 
sector and the theme of Omanisation - development of the Port of Salalah in 
ensuring that newly trained and edu- the South as a hub container port on 
cated Omanis are employed in jobs in the Europe-Asia route. 
both the state and the private sector. It opened only two years ago but is 
Many of the existing big ventures already classified amongst the top 
involve both government and private twenty container ports in the world in 
participation. The biggest infrastruc- terms of volumes of cargo handled. 
ture project launched so far in Oman As with the LNG project, the Omani 
and costing US$2.5 billion is the Oman government chose the path of consulta- 
LNG plant officially opened by Sultan tion and sought out a well established 
Qaboos last month. 
Oman LNG, a company which is 51 this project, drawing up a long-term 
per cent owned by the government and thirty year contract with Maersk- 
30 per cent by the Royal Dutch/Shell Sealand. Maersk, the biggest operator 
Group has been established, with the іп the container industry, has since 
remaining shares going to other major taken over Sealand international oper- 





НЕ Yahya Bin Said the London Stock Exchange were established when an 
Al Jabri 


Executive President and the LSE Chairman towards the end of last year. 
Capital Market As to the future, Yahya Bin Said AI Jabri is optimistic. 
Authority "With the introduction of the new Five Year Plan and the 












years has already been sold to 





















and reliable global player as partner in 










accountability of the management to the shareholders." 
Quality financial reports are now being produced quar- 
terly and greater transparency is being created by laying 
down voting procedures for the appointment of board 
members and directors, thereby raising the level of dis- 
closure. It is the only stock exchange in the area to have 
| introduced comprehensive insurance cover for brokers 
and other financial intermediaries to protect them from 
financial fraud. The CMA is also keen to encourage 
mutual funds, which can assist both transparency and 
accountability. Links between the Muscat market and 













agreement was signed during a visit by Prince Charles 








comfortable oil price position there will be a spurt in gov- 
ernment spending," he says. “The positive outcome of economic 
diversification and the implementation of mega pro- 
jects, along with the new regulations in the securities f 















start showing results and that next year will be very 
good for the MSM and the CMA." 
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ations and thus became the key private 
player in the partnership. Omans thirty 
year history of stability under Sultan 
Qaboos means that multinationals have 
no problem about committing them- 
selves to long-term agreements. 

The development of Salalah Port, 
which Sultan Qaboos has strongly 
encouraged, will have a very profound 
effect on the development of the 
Southern Dhofar Region and the whole 
country in the coming years. А 
Memorandum of Understanding was 
signed this autumn establishing the 
creation of the Salalah Port Free Zone 
Company with the Texan based devel- 
oper, Hillwood, joining as development 
partner in a new company, Salalah Port 
Free Zone Company. 

The world is littered with free port 
projects which have not quite worked 
out, but again Oman is minimising risk 
by linking with a developer that has an 
outstanding record both internationally 
and in the United States (it has built an 
industrial airport in downtown Dallas 
and has built up the successful free 


trade area at Subic Bay.) 
Salalah Port Services 
Chief Executive Officer 
Jack Helton, who for- 
merly ran the Trans 
Siberian railway, has 
driven the project for- 
ward at a hectic pace and 
Salalah Port has already 
become a focal point for 
growth. Now that the 
men from Dallas have 
come riding over the 
hill, commercial expan- 
sion of the free port zone 
could well be swift. 


Developing Tourism 
Another great talking 
point as Oman celebrates 30 years of 
progress is the development of tourism 
— a natural for Oman given the beauty of 
its scenery, its ancient castles, culture and 
its friendly and open people, who are by 
nature both polite and welcoming. 

In the past, tourism has been 
restricted very much to the middle and 


HELPING TO DIVERSIFY THE ECONOMY 





H E Maqbool Ali Sultan 
Minister of 
Commerce @ Industry 
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upper ends of the market 
with the emphasis on 
cultural tourism. Now 
visa restrictions for busi- 
ness and leisure visitors 
have become more 
relaxed. 

Politeness and cleanli- 
ness are very much 
the order of the day, 
in keeping with the char- 


acter of both the Sultan 


and his citizens. The 
message is that tourists 
who want to enjoy the 
country as it is are 
welcome. Those who 
wish to change it are not. 

In a way there is a 
paradox here. In one sense, as it enters 
a new century, Oman is eager to make 
increasing contacts with the outside 
world, attracting further foreign invest- 
ment both in tourism and other fields. 
At the same time it does not want the 
outside world to change its own culture 
and development. 


Oman Oil Company (ООС) is a commercial company 100 per cent owned 
by the government of the Sultanate of Oman. The company was created 
in 1992 to give the government a vehicle for pursuing investment oppor- 
tunities in the Energy Sector. The Chairman of the company is H.E. 
Maqboo! Ali Sultan, the Minister of Commerce and Industry, and the Vice- 
Chairman is H.E. Dr. Mohammed bin Hamed AI Rumhy, the Minister of Oil 
and Gas. Mr David C Douglas, a western trained energy executive is the 
Chief Executive Officer. Through its participation in projects, OOC plays a 
critical role in the Sultanate's efforts to diversify the Omani economy, to 
generate Omani and foreign private sector investment opportunities in 
Oman and to create new jobs. To fulfil this role, OOC has a skilled team 
of Business Development Professionals actively pursuing attractive ener- 
gy projects both within the Sultanate and abroad. The team includes 
experienced technical, financial and legal professionals. 

Within the Sultanate, OOC is focused on the development of gas- 
based industrial projects and other downstream energy and energy relat- 
ed projects. Its current portfolio of projects includes the Oman India fer- 
tilizer project at Sur, two petro-chemical projects, an aluminium smelter 
and a greenfield refinery project, all of which are part of the new industri- 
al complex and port facilities at Sohar. OOC also owns 20 per cent of 
Oman Gas Co, which owns and operates Oman's gas pipeline system 
and has started construction on two pipelines that will take gas from the 
fields in the interior of Oman to end-users in Sohar and Salahah. These 
projects and the others that the company plans on pursuing in the future 


will create jobs and private sector investment opportunities directly from 
the projects themselves as well as from the many ancillary projects that 
will be needed to support these developments. Oman Oil Company's sig- 
nificant experience in developing energy and energy related projects in 
Oman and its position as a government owned commercial company 
make it an ideal partner for companies looking to invest in the energy sec- 
tor in Oman. 

Outside Oman, OOC is actively pursuing commercial ventures to pro- 
vide an alternative source of revenue for the Government. The company 
is currently involved in upstream energy projects in Kazakhstan and is an 
equity owner in the Caspan Pipeline Consortium (CPC), which is con- 
structing a crude oil pipeline from Kazakhstan to the Russian Black Sea 
port of Novorossiysk. The CPC pipeline, a project in which OOC has been 
involved since its initiation in the early 1990s, is expected to be commis- 
sioned in the second half of 2001 and will provide a critical outlet for 
Kazakhstan oil production. OOC is also involved in a Greenfield refining 
project in India. As is the case with projects in Oman, being a commer- 
cially driven government-owned company makes it an attractive partner 
for companies pursuing energy projects in many areas of the world. 

For the future, OOC plans to continue to initiate and 
develop quality investmert opportunities both inside 
and outside Oman that will help the Sultanate to build 
on the tremendous achievements of the last thirty 
years and to realise its long-term objectives. 


OMAN OIL COMPANY 


P.O. Box 261, Ruwi Postal Code 118, Sultanate of Oman TEL: (968) 567 392 / (968) 567 394 FAX: (968) 567 386 
oman-oil@oman-oil.com 
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А country which has been stable and 
relied on consultation for over thirty 
years does not attract the headlines, 
and the government has therefore set 
up OCIPED(The Omani Centre for 
Investment Promotion & Export 
Development) to raise Omans interna- 
tional profile. It markets the country 
in roadshows abroad and seeks to 
put potential investors in touch with 
appropriate contacts in Oman 

Minister of Commerce and Industry, 
Magbool bin Ali bin Sultan, summed 
up Omans achievements in business 
and industry by stressing "the enor- 
mous emphasis being laid on the 
private sector, and the remarkable 
increase in foreign investment." The 
government, he said, is strongly 
encouraging both the private sector and 
the free market mechanism. 


Peace prizes 
While raising Omans commercial 


profile has been necessary, the country's 
diplomatic policy has required no pub- 
licity campaign to broadcast its success. 








Throughout his 30 year reign, Sultan 
Qaboos has earned himself a reputation 
for being highly astute in protecting his 
nations interests. 

Though he has built a strong army, 
navy and airforce, he has always sought 
the path of conciliation rather than 
conflict in a part of the world often 
troubled by rivalries and territorial 
disputes. He has won a number of 
peace prizes, and signed border treaties 
with his neighbours, Iran, Yemen, 
Saudi Arabia and the United Arab 
Emirates — an outstanding achievement 
given the many territorial disputes that 
have plagued the Arabian Peninsula. 

He has also shown what amounts 
to a touch of genius in managing 
to remain in friendly contact with 
opposing sides in the region, and has 
frequently become a conduit for 
communication and conciliation. A 
classic example was the Iran-Iraq War 
of the eighties. The flow of oil was 
maintained largely because Oman 
stayed in contact with both adversaries 
and encouraged and helped the flow of 





"ENCOURAGING FOREIGN INVESTMENT IS OUR MISSION" 


OCIPED identifies and promotes investment opportunities in 
Oman to both local and foreign investors. It does so in part- 
nership with Government organisations and the private sector. 

Since its inception, it has built a portfolio of over one hun- 
dred projects in a diverse range of economic sectors, 

According to Malak Al-Shaibani, Acting Director General of 
Investment Promotion of OCIPED, a key early priority was to 









traffic through the waters of the Gulf. 

Sultan Qaboos has always been 
particularly careful not to be seen to 
be influenced by any Western Power, 
be it the United States or Britain. 
Friendly ties are one thing, but Oman 
has fiercely guarded its right to make its 
own decisions. 

In the Middle East conflict, Oman 
has been in the forefront of those 
seeking a peaceful solution, very much 
in line with the leaders character and 
the direction of foreign policy. Back in 
1979 when Egypt signed its peace 
treaty with Israel and earned almost 
universal condemnation from the rest 
of the Arab world, Oman stood against 
the crowd refusing to break off 
diplomatic relations with Egypt. 

His policy of maintaining good 
relations with neighbouring countries 
is paying dividends in terms of trade as 
Oman develops closer economic ties 
with other Gulf states, particularly the 
United Arab Emirates. 

There is also an increasingly close 
relationship with India. Oman still has 


ICT firms are winning contracts outside Oman, using Oman 
as a market base for the GCC region," she said. 

Corporate tax rates within the Sultanate offer considerable 
incentives. "Companies with 70 per cent foreign ownership 
are treated in the same way as an Omani company, paying 
12 per cent tax, which is especially competitive for European 
companies, where corporate taxes are higher," she said. 

The Foreign Investment Law enables overseas investment 









create an awareness of Oman in world markets and then to 
assist overseas companies to access investment opportunities. 





of up to 100 per cent in an Omani based company and the 
establishment of representative offices has been facilitated. 








Frequent visits are made by OCIPED staff to Asian and Malak Abmed Investment incentives include a modern industrial infrastructure 
European business centres and US investors have already Al-Sbaibani and five industrial estates in different parts of the Sultanate. 
been made aware of the global logistics opportunities Acting Director General OCIPED has been very active in seeking to attract tourism 
provided by the container port of Salalah and the ананг projects to Oman, notably the US$ 300 million Al Sawadi pro- 






associated Free Trade Zone. 
Nearby India has been closely targeted in the ICT sector. 
Al-Shaibani feels ICT will be important to the future economic development 
of Oman, "I think Oman will play a significant role as a 
software hub for specific sectors of the ICT 
industry," she explains. She emphasised that ICT has to 






ject, where it has been working with the Tourism Department 

of the Ministry of Commerce and Industry. Malak Al-Shaibani 
describes it as having "significant multiplier effects which will create jobs 
for the national work force". 

In conjunction with the private sector, OCIPED also sponsors the high- 
ly popular Oman Awards for Excellence programme. It recognises Omani 
be led by the private sector. “The role of OCIPED is to firms and entrepreneurs who have made an outstanding contribution to 
facilitate and promote the private sector. Already Omani the development of the economy. 


THE OMANI CENTRE FOR INVESTMENT PROMOTION & EXPORT DEVELOPMENT 
Р.О. Box 25, Al Wadi Kabir Postal Code 117, Sultanate of Oman TEL: (968) 771 2344 FAX: (968) 771 0890 











DDOVAANTICONATAT CIHIDDI та атча тет 


a large number of expa- 
triate Indian workers at 
all levels of society and 
the Indian connection is 
(at least at Governmental 
level) getting closer. While 
some of the expatriate jobs 
are being filled by Omanis, 
a number of very large 
projects in India are under 
discussion, ranging from 
IT to co-operation in 
power projects. 

Oman is also a founder | 
member and one of the 
very strong advocates of 
the Indian Ocean Rim 
Organisation, which 
brings together the 
nations on its African and Asian 
seaboard, and also includes Australia. 
This is yet further evidence that Oman 
is not just an important member of 
the Arab community and the Gulf Co- 
operation Council but an engine for 
closer trade and cultural ties with 
many other nations. 





Ahmed Macki 


Minister of 
National Economy 


What of the future? 
Although Oman is not a 
major oil producer and 
does not belong to 
OPEC or OAPEC, it does 
rely on oil for a major 
part of its income, and 
higher prices will 
undoubtedly help. 

Like many other 
emerging markets, the 
local stock market 
remains in the doldrums 
despite a whole raft of 
new legislation designed 
to improve transparency. 
However the prospects 
for the coming year are 
considerably better, both 
for the market and for the economy, if 
the government announces further 
details of its privatisation programme as 
expected. Apart from expansion in tele- 
coms, at Seeb airport, and at Salalah 
Port, construction started last year on a 
new industrial port north of Muscat at 
Sohar on the Batinah Coast. 


Business 2000 in OMAN 


Vision 2020 
The Sultanate has drawn up a long 
term development plan called 


Vision 2020, and the Sohar Port 
complex — which is expected to include 
an aluminium smelter plant and an 
industrial estate — will be an important 
part of it. 

Apart from the long term Vision 
2020, the government has to plan 
for the more immediate future. The 
next five year plan is due for launch 
early next year. 

While there is to be investment in 
joint ventures and a further expansion 
of the role of the private sector, there is 
certainly not going to be a spending 
spree as a result of a higher oil income. 
The Minister for National Economy 
H.E. Ahmed bin Abdulnabi Macki 
has made it clear that Oman budgeting 
will still be calculated on ап 
oil price of US$14 5 a barrel and 
any revenue generated as a result of 
prices above this level will be 
transferred to the Governments State 
General Reserve Fund. 


FREE ZONE OFFERS SALALAH PORT MAJOR DEVELOPMENT OPPORTUNITIES 


Salalah port is located on the major container east-west trade mm 
route, which is currently the fastest growing in the world 
today. In two years of operation it has already positioned itself 
amongst the world's top twenty ports and shipping experts 
are predicting it will be amongst the top ten in 2001. 

This highly promising start has prompted a decision by 
the Omani government to give the go-ahead for a Free 
Trade Zone, which will be a joint venture with the 
Government, Salalah Port Services and the Hillwood 






world's largest container carrier. It is both a major 
customer and investor. The project recently received a 
further boost when the Mediterranean Shipping Company 
of Geneva, the world's fourth largest container operator, 
agreed to use Salalah as a hub port for its operations 
in the region. 

Apart from its global connections to the major markets 
of America, Europe and Asia, Salalah is ideally situated to 
serve the markets of the Middle East, Africa and the Indian 


Group of Texas, which has experience developing similar Ж sub continent. This market saw an increase in container 
projects for public and private sector clients in the US, Jack Helton traffic of over 20 per cent in 1999. 
Latin America, Asia, Eastern Europe and the Middle East. Chief Executive Officer The rapid growth in Salalah traffic has been aided by the 
In the long term there are plans to further develop э installation of two of the largest container cranes in the 
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Salalah airport, which already handles international flights, 
as well as ship repair and cruise line facilities. 

Talking of the Free Trade Zone, Marketing Director of Salalah Port 
Services, Bill Burns says the aim is “to create a dynamic business 
enterprise with the potential of generating over $2.5 billion in private 
investment and over 30,000 new jobs. The incentives will include 100 
per cent foreign ownership, no corporate taxes, no customs duties and 
no restrictions on the repatriation of funds and capital". 

The Salalah Port project has the backing of Maersk-Sealand, the 


SALALAH PORT SERVICES COMPANY 


world today. They are capable of dealing both with the 
largest ships in operation and the even larger container 
vessels still in the planning stage. 
Both the Omani government and the major multination- # 

als involved in the development of Salalah Port and 
Salalah Port Free Zone are confident that a world c'ass 
operation will be established that will play a major role in 
the development of Salalah and the whole 
Southern Dhofar region. 
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LAND WARFARE 


heavy divisions," says David Ochmanek of 
RAND, a security think-tank. “The division 
of labour between ground and air has 
shifted,” he argues. “The enemy's army 
should largely be destroyed before we get on 
to the ground.” 

In Europe, thinking is more conservative. 
Brigadier Sebastian Roberts, one of the archi- 
tects of British land-war doctrine, insists 
that, for the foreseeable future, western ar- 
mies will need heavy armour to hold terri- 
tory and make the point in a tangible way 
that “Tm here and I'm staying." 

British thinking about land warfare is 
evolving with the advent of attack helicop- 
ters which can loiter, gather information and 
wield huge firepower. But it is still believed 
that there are certain tasks which can be ac- 
complished only on the ground. “The only 
thing that can trade punches with a tank is 
another tank,” says Brigadier Roberts. 


Warfare by political means 

While Britain and France are working hard to 
bring competition between the different 
branches of their armed forces under con- 
trol, the rivalry between America’s four ser- 
vices—the air force, navy, marines and 
army—is intense in the approach to the four- 
yearly defence review in 2001. This is an exer- 
cise in which the Pentagon tries to match the 
future shape and size of its forces to likely 
threats. Whoever is America’s next president 
will find his first budget heavily influenced 
by the review. 

In recent years, the American army has 
proved less effective as a political force than 
the air force or the navy—whose giant bom- 
bers and aircraft-carriers have powerful po- 
litical backers—or the marines, whose lob- 
bying skills are legendary. To make its life 
harder, the army is still suffering from the 
humiliation of its aborted role in the Kosovo 
war—described by one insider as a “miser- 
able chapter” in the history of the service. 

A few days after NATO began its air cam- 
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paign against Serbia last year, the alliance 
commander, General Wesley Clark, called 
on the army to send Apache helicopters, 
backed by the “steel rain” of multiple rocket- 
launchers, and 5,000 soldiers, to Albania, 
ready to spearhead an invasion of Kosovo if 
needed. But getting the force together took 
many weeks. The difficulty of ferrying 
equipment to a single, pot-holed airport in 
Tirana, where a humanitarian airlift was 
also in progress, cast an embarrassing light 
on the problems that any “rapid” deploy- 
ment of heavy forces is likely to face. 

Since then, the army has been scram- 
bling torepair the dent to its prestige. Leading 
this drive is General Eric Shinseki, a charis- 
matic Hawaiian. He has committed the army 
to a $70 billion programme of “transforma- 
tion”, designed to make it lighter on its feet 
and better able to use the latest technology. А 
year ago, as his soldiers were still recovering 
from their Balkan humiliation, he set some 
ambitious targets: the army must be able to 
send a combat-ready brigade anywhere in 
the world within four days, and three times 
that number within five days. 

One mobile brigade is already being 
trained; in a vote of confidence for General 
Shinseki, Congress this summer threw in the 
money for a second. To the army chiefs, this 
was an encouraging sign that they had better 
friends on Capitol Hill than they had at the 
top of the Pentagon. 

But what could these fast-moving bri- 
gades bring with them in their dash to the 
battlefield? It would not be practical to field 
tanks or large artillery pieces in such a short 
time. For the moment, they will use an “in- 
terim combat vehicle"—probably procured 
from Canada—though war games have sug- 
gested that casualties might be high in these 
relatively soft-skinned vehicles. 

General Shinseki has tried to solve that 
problem by giving defence planners the task 
of designing a "future combat system" (rcs) 
which would wield as much firepower as an 





Abrams tank but weigh only a third as much. 
He has said its centrepiece might be a 
wheeled vehicle, not a tracked one; and he 
hasleft itopen which, if any, components of 
the system (presumably including air- and 
land-based sensors and artillery, as well as a 
command vehicle) would be manned. 

The target date for the rcs has been 
brought forward—from 2025 to 2008. In Eu- 
rope, experts doubt whether the necessary 
breakthroughs їп technology can be 
achieved in that time. They also worry that 
transatlantic collaboration over land sys- 
tems may become harder as military think- 
ing diverges. 

In Britain, military experts fear the Pen- 
tagon’s obsession with the rcs will reduce 
the money available for TRACER, an Anglo- 
American reconnaissance vehicle which 
was supposed to be a $5 billion showpiece of 
transatlantic co-operation. Not all British 
defence planners see this as a bad thing: 
some would prefer to spend the money on a 
medium-weight fighting vehicle, using ex- 
isting technology, to fill the gap between 
giant tanks and light personnel carriers. But 
America's bid for a "great leap forward" 
could complicate the business of coalition 
warfare, unless the main European allies are 
prepared to go some way towards matching 
the Pentagon's investments in technology. 

Radical as General Shinseki's ideas may 
sound to European ears, there are some who 
fear they do not go far enough. Andrew Kre- 
pinevich, an American advocate of high- 
tech defence, says the army's initiative de- 
serves an "A for effort", but predicts that 
some hard bureaucratic battles lie ahead be- 
tween the service's new and old thinkers. 

In his view, American soldiers are exces- 
sively well-prepared for diminishing 
threats—like the heavy, armoured forces 
they encountered in the 1991 Gulf war—and 
insufficiently oriented to cope with uncon- 
ventional or “asymmetrical” dangers. The 
biggest difficulty for America’s forces when 
deployed overseas, Mr Krepinevich reckons, 
will be gaining access to the battlefield in a 
world where they cannot count on using the 
ports or airfields of friendly countries; and 
where entry-points may be threatened from 
afar by missiles. 

If the army were really serious about 
change, it would pay less attention to ar- 
moured vehicles and howitzers and more to 
portable anti-missile defences; it should also 
focus more on precise, long-range “sensors 
and shooters”, argues Mr Krepinevich. But 
that shift of priorities would require a huge 
shift in the army’s internal balance of power, 
away from the “tankers” who have always 
enjoyed great prestige. 

Such a change, Mr Krepinevich says, 
would be a terrible—and perhaps unbear- 
able—blow to the army’s “armoured-war- 
rior” culture, central to its military and po- 
litical success from 1945 to 1991. 
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Recounts 






RN , " 
Official results from Florida 
showed the Republican presi- 
dential candidate, George W. 
Bush, leading his Democratic 
rival, Al Gore, by a mere 300 
votes. Some 6m votes were 
cast in Florida. The recount, 
which each candidate needs 
to win, was beset by legal 
challenges. A recount by hand 
of 462,000 votes in Palm 
Beach county, where Demo- 
crats alleged votes for their 
party were unfairly neglected, 
was halted by Florida's secre- 
tary of state, a Republican. 
Some postal votes had still not 
been counted. 





Argentina's government held 
talks with opposition gover- 
nors over proposed budget re- 
forms that would cut funds 
for provincial governments. 
The reforms are crucial to a 
proposed rMr-led loan agree- 
ment for the country, which 
could amount to as much as 
$20 billion. 


The left-wing Farc guerrillas 
said they were suspending 
peace talks with Colombia's 
government, claiming it had 
failed to do enough to halt 
right-wing paramilitary activi- 
ties. Officials denied this. 


Peru's Congress approved a 
censure motion removing its 
speaker, a staunch ally of 
President Alberto Fujimori. 
That increased the chances of 
the president being obliged to 
step down before an election 
due in April. 


In Venezuela, President Hugo 


Chavez signed a law giving his 
government emergency legis- 
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lative powers. It already has 
an absolute majority in the 
new National Assembly. 


Evict Estrada 


President Joseph Estrada 
was impeached by the lower 
house of the Philippine Con- 
gress. He is expected to be 
tried by the Senate early in 
December, accused of taking 
bribes to favour illegal gam- 
bling syndicates. He denies the 
charge and claims that most 
Filipinos support him. 


Fiji's High Court ruled that 
the government of Mahendra 
Chaudhry, which was de- 
posed in an uprising in May, 
should be reinstated. The 
army, which installed another 
government, said it would 
await the result of an appeal 
against the judgment. 


Speculation grew that Japan’s 
unpopular prime minister, 
Yoshiro Mori, would resign 
rather than face a no-confi- 
dence vote in parliament, ex- 
pected soon. 





Rajkumar, an Indian film 
star kidnapped in July, was 
released after a deal was made 
with his captor, Koose Veerap- 
pan, a bandit operating in the 
jungles of Tamil Nadu. 


Sonia Gandhi, the Italian- 
born standard-bearer of the 
Nehru-Gandhi political dy- 
nasty, was easily re-elected 
president of India’s opposition 
Congress party. 


Jharkand, in the east of the 
country, became the third In- 

















POLITICS THIS WEEK 


dian state to be created this 
month. The others were Chat- 
tisgarh, also in the east, and 
Uttaranchal, in the north. 


Bosnia's ballot 


In Bosnia's general election, 
Croat and Serb nationa ists 
did well, denting western 
hopes that multi-ethnic politi- 
cal co-operation might gradu- 
ally take hold. 


Support for Slovakia's 
authoritarian former prime 
minister, Vladimir Meciar, 
slipped further when he failed 
to win many votes in a ref- 
erendum on holding an early 
general election. 


EU ministers met in Marseilles 
to propose ways of helping 
countries to the south and east 
of the Mediterranean. 


Two of Russia's riches: mag- 
nates, Boris Berezovsky and 
Vladimir Gusinsky, said they 
would not return home soon 
to face (separate) charges of fi- 
nancial impropriety. 


At least 150 people, mostly 
Austrians and Germans, 
were killed in a fire in a funic- 
ular train carrying skiers 
through a tunnel above the 
Austrian resort of Kaprun, 
near Salzburg. 


Reinhard Klimmt, Ger- 
тапу Social Democrat 
transport minister, resigned 
after he had been fined over a 
football-club scandal in Saar- 
land, where he had previously 
been premier. 


Egyptian ways 


At the end of Egypt's election, 
the ruling National Demo- 
cratic Party won 388 of the 454 
seats in parliament—rather 
fewer than usual. Despite 
intimidation, the Muslim 
Brotherhood, though techni- 
cally banned, won 17 seats. 
Twelve people were killed 
during the campaign. 
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The conflict in the West 
Bank and Gaza escalated, 
with ever more bloodshed. 
After four Israelis were shot 
dead, Israel put several Pal- 
estinian cities under blockade. 
Another deadline for declaring 
independence was missed on 
November 15th. Instead Yasser 
Arafat’s Fatah movement 
called on Palestinians to “real- 
ise sovereignty” by liberating 
occupied territory. 


Islamic countries, meeting in 
Qatar, gently invited members 
to cut relations with Israel and 
pledged financial aid for the 
Palestinian struggle. Iraq’s re- 
habilitation in the Arab world 
hastened. A senior Iraqi also 
had talks with Kofi Annan, 
the ом” secretary-general. 


Leah Rabin, the widow of 
Yitzhak Rabin, died of cancer. 
After her husband’s murder, 
she had become a champion 
for Israelis who believed the 
Oslo accords represented the 
foundation of a negotiated 





As fresh British marines ar- 
rived to defend Freetown, 
Sierra Leone's capital, 
against rebel attack, the gov- 
ernment and rebels signed а 
30-day truce at a meeting in 
Nigeria. 


A big un conference on 
global warming got under 
way in the Netherlands. Min- 
isters will hammer out the de- 
tails of the Kyoto Protocol, 
which commits the world’s in- 
dustrialised countries to cuts 
in emissions of greenhouse 
gases. Much wrangling and 
gnashing of teeth is expected. 
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On the market 











Continued uncertainty over 
the outcome of America's 
presidential election and a se- 
ries of company results that 
failed to satisfy investors 
caused America's tech-heavy 
Nasdaq stockmarket to en- 
| ter a period of heightened vol- 
atility. It fell to its lowest level 
of the year before bouncing 
back by 58% the next day. 





| Hewlett-Packard's results. 
| for the quarter to the end of 
| October contributed to the 
sell-off of technology shares. 
Profits of $922m, up by 21% 
over the same quarter last 
year, were not up to market 
expectations. The firm's share 
price fell by almost 13%. 


NTT DoCoMo, Japan's larg- 
est mobile-phone operator, is 
reported to be buying 20% of 
KG Telecom. Taiwan's 
fourth-largest operator, for 
some Y&o billion ($556m). Do- 
CoMo is pursuing a strategy of 
acquisitions to spread its 
third-generation mobile tech- 
nology beyond Japan. 


The board of AT&T ap- 
proved a plan to spin off Lib- 
erty Media, Its severing of 
links with John Malone's $40 
billion media group is part of 
the telecoms giant’s break-up 
Strategy. 


An international arbitration 
court rejected a call from 
British Telecom that Viz- 
zavi, an Internet portal jointly 
owned by Vivendi and Vo- 
dafone, be shut down. вт 
claimed that Vivendi's in- 
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volvement in the portal runs 
counter to a shareholder 
agreement with Cegetel, a mo- 
bile-phone operator in which 
both вт and Vivendi have a 
stake. &r may yet pursue a 
claim for compensation. 


KPN, a Dutch telecoms oper- 
ator, announced that plans to 
raise €5.5 billion ($4.7 billion) 
to finance the purchase of 
third-generation licences and 
other investments. It will issue 
€4 billion-worth of shares, 


| with the balance coming in 


convertible bonds. It hopes 
that this will scare neither jit- 
tery stockmarkets nor bond 
markets, in which the shaky 
credit ratings of telecoms com- 
panies are under constant 
scrutiny. 


MP3.com, a big online music 
service, agreed to pay Uni- 
versal Music, Seagram's mu- 
sic arm, $53m in.damages and 
costs in order to conclude a 
copyright case that has 
brought mp3.com to a virtual 
standstill. The company has 
already settled similar cases 
with other big record compa- 
nies and music publishers. 
This may signal a rapproche- 
ment between bricks-and- 
mortar music firms and the 
online upstarts. 


Germany's Bertelsmann and 
Britain's EMI are in talks that 
could lead to a merger of their 
music businesses to create the 
world's largest music com- 
pany. A proposed merger be- 
tween emt and Time Warner's 
music division was aban- 
doned last month after falling 
foul of Europe’s competition 
watchdogs. 


Daimler bends 


DaimlerChrysler is to re- 
place James Holden as boss of 
Chrysler. with Dieter Zetsche, a 
German more closely associ- 
ated with the Daimler side of 
the car company. Mr Holden 
presided over Chrysler's first 
quarterly loss for nine years; 
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| he compounded the problems 


caused by America’s weaken- 
ing car market with poor | 
management decisions. | 


| Aventis, a Franco-German 


company, accepted that life 
sciences, the marriage of agro- 
culture and drugs businesses, 
was not the money-spinning 
“big idea” that it had once 
seemed. It is to sell its agro- 
chemicals division, worth 
some €6 billion ($5 billion). 





Weyerhaeuser, a forest-pro- 
ducts company, failed in 
friendly talks aimed at buying 
a rival, Willamette Industries. 
It then launched an unsolic- 
ited bid valuing Willamette at 
$5.3 billion. The industry is 
consolidating rapidly; Willam- 
ette may reject the offer, hop- 
ing for an improved deal or 
an offer from elsewhere, 


Conflict averted? 


America’s Securities and Ex- 
change Commission an- 
nounced long-awaited rules 
governing conflicts of inter- 
est faced by auditing and 
consultancy arms of accoun- | 
tancy firms. The sec backed 
away from a rule forcing ac- 
countants to shed consulting 
arms (although some of the 
"Big Five" have already done 
so) and it will allow firms to 








| offer rr consulting and audit- 


ing services in tandem. The 
sec also instituted disclosure 
of consulting fees earned from 
audit clients. 


Lazard, an investment bank, 
partly unravelled its complex 
shareholding structure: Azeo, 
one of Lazard's holding com- 
panies, agreed to buy the 41% - 
of another, Eurafrance, that it 








does not already own for 
around €13 billion ($1.1 bil- 
lion). Further rationalisation is 
expected as the bank attempts 
to reconcile its asset value 
with the discounted value 
caused by its interwoven 
ownership structure. 


ОМ Gruppen's bid for the 
London Stock Exchange 
failed, after only 6.7% of share- | 
holders accepted the Swedish | 
company’s offer of £1 billion 
($1.4 bilion). Those who run 
Nasdaq opined on the “pro- 
found business logic" of a link 
with the 15е; the Euronext alli- 
ance also said an earlier offer 
to ally remains on the table. 
But the 15Е wants to go it 
alone for the time being. 





Pricing power 





price 
index rose by 0.2% in Octo- 
ber; giving an annual rate of 
3-4%, in line with expectations. 
The Federal Reserve left its in- 
terest rates and its future bias 
unchanged; so did the Euro- 
pean Central Bank which has 
also hinted recently that it is 
unlikely to raise rates in the 
near future. 





America's House of Represen- 
tatives voted in favour of leg- 
islation repealing tax breaks 
on Foreign Sales Corpora- 
tions. These were designed to 
benefit American exporters. 
The rscs had been considered 
to be an illegal export subsidy 
by the World Trade Organisa- | 
tion. The European Union 

may now abandon plans for 
retaliatory sanctions worth $4 
billion. 








THE ECONOMIST NOVEMBER ТЁТН 2000 





Visit us at Stand 1307 Hall 1 





| 
Every day, mobile phone users | 
ү 

send some 200 million mess 4 
р! 


ges. With E-mails, voice mails 
and fax mails too, ife’s getting 


o mplic ated. Ericsson's Mobile 


= 
Ericsson one-mailbox messaging. Keeping your life together. 
nternet messaging solution will 
nark a new era сї integrated 


messaging, allowing network 


»perators to offer the facility 





ind, receive and manage 


| 
ill messages through a single | 
! 
\ 
nailbox. And access it from | 
اه‎ 
levice, anywhere in the 1 
A 
| 
Id. It f ( л Г! | 
^ 
m 
| 
The Mobile Internet Revolution. | 
| 


It's an everyday thing. 


ERICSSON Z 


The Pharmatech Industry 


in the New Economy 
by Merrill Matthews, Ph.D. 

he cost of prescription medicines has 

become a hot topic of debate in many 

countries. Critics assert that drug 
prices are too high, and some advocate de facto 
or explicit price controls on prescription medi- 
cines. But are price controls good policy? How 
would they affect the ability of drug companies 
to research and develop new medicines? And 
how many deadly or debilitating diseases 
might go untreated or uncured as a result? 

Differing research and development costs 
help to explain why some drugs are affordable 
while others are expensive. In 2000, pharmaceu- 
tical companies world-wide will spend more 
than $26 billion developing and testing new 
drugs. These companies have to recover their 
costs in order to continue researching new cures 
and treatments. Price controls reduce incentives 
to discover new medicines, and they would lead 
to political rather than technological considera- 
tions in determining what drugs to develop — 
and whom to treat 
There are two different pharmaceutical 

industries. The first mass-produces generic 
medicines, aspirin, cold medicines, ointments 
and other over-the-counter (OTC) drugs. This 
industry fits nicely into an Old Economy model 
in which competitors try to produce products or 
services similar to those of more successful 
rivals, but at lower prices. The other pharma- 
ceutical industry — the “pharmatech” industry - 
follows the New Economy model in which com- 
panies spend heavily to create and test a 








A world of ideas on public policy. 


patentable product, but then incur minimal 
reproduction costs. In the New Economy, the 
primary barrier to entry is the high cost of 


The pharmaceutical 
industry's need for 
temporary patent protection 
is an inherent function of 

a high-tech industry in an 


information-based economy 


developing an innovative product that can then 
be patented, thereby enabling the discoverer to 
recoup its costs. 

Unlike Old Economy companies that sell 
the same product year after year, pharmatech 
and other New Economy companies can earn 
profits only by continually releasing new or 
upgraded products. The pharmaceutical indus- 
try's need for temporary patent protection is an 
inherent function of a high-tech industry in an 
information-based economy. The price of inno- 
vation is temporarily high costs for certain 
medicines. Price controls threaten to restrain or 
undermine that innovation. 

Although many prescription drug manu- 
facturers are profitable, those profits are not out 
of line with other successful New Economy 
industries that produce high-demand products 
- or even with some Old Economy companies 
that market patentable or copyrighted material. 
In fact, most drug companies are profitable not 
because they charge excessive prices, but 


because doctors and patients want their prod- 


ucts so much. Although pharmaceutical spend- 
ing increased at a 13.7 percent average annual 
rate between 1995 and 1999, most of that 
increase resulted from increased sales volume, 
not higher prices. Consequently, price controls 
would do little to restrain overall drug spending. 
If public officials really want to control 
prescription drug prices, they would do well to 
rely on competition rather than on government 
fiat. In fact, the drug industry is already compet- 
itive — no single pharmaceutical company con- 
trols more than 7.2 percent of the U.S. market. 
Moreover, increased spending on direct-to-con- 
sumer advertising and R&D indicates that the 
pharmaceutical industry is becoming still more 
competitive as companies vie for market share. 
If market forces are allowed to operate, that 
competition will eventually lead to lower prices. 
Competition in a market free of excessive 
regulation is the best way to keep drug prices 
low. Price controls almost invariably inhibit 
research and development, and result in short- 
ages and rationing — as the experiences of 
Europe and Canada demonstrate. By contrast, 
when drug companies face the need to compete 
more effectively, they voluntarily reduce prices 
and seek new ways to get innovative products 
to market faster. 
Dr. Merrill Matthews is a Visiting Scholar at the 
Institute for Policy Innovation (IPI) in Lewisville, 
Texas. This article is excerpted from Dr. Matthews's 
new ІРІ Policy Report, Prices, Profits and 
Prescriptions: The Pharmatech Industry in the New 
Economy. The full report is available at www.ipi.org 
«http//www.ipi.org» , or by calling +972/874-5139. 
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Hanoi Bill 


HANOI 


The Vietnam that Bill Clinton visited this week is opening slowly—but not just 


towards America 


HEN the leader of the United States 

arrives, it is a big event in any country. 
The world took extra notice this week, how- 
ever, as Bill Clinton became the first Ameri- 
can president to visit the unified, communist 
state of Vietnam. His three-day tour, begin- 
ning in Hanoi on November 16th, caps a se- 
ries of efforts during his presidency to forge 
new ties with the country that defeated the 
most powerful nation on earth. 

Lingering attitudes towards the war, 
which killed between 2m and 3m Vietnam- 
ese and 58,000 Americans, continue to con- 
strain those efforts mildly in both countries. 
Parts of Vietnam's countryside are still rav- 
aged or strewn with landmines. 
America's widespread use of chem- 
ical defoliants has not been for- 
given. The remains of America's 
missing servicemen are still being 
dug up, and will continue to be until 
the last bone is recovered. And Mr 
Clinton, who both protested 
against the war and avoided serving 
in it, has always had to step gingerly 
around such matters at home. But 
despite these ghosts of the past, rela- 
tions between the countries are 
increasingly directed towards the 
future. What will it look like? 

The trend of the past few years 
certainly suggests it will be warmer. 
Mr Clinton got the ball rolling in 
1994, by lifting a long-standing 
American trade embargo. The two 
countries established diplomatic 
relations in 1995, and last year struck 
a deal that granted normal bilateral 
trade relations to Vietnam. The 
treaty was signed four months ago 
and both countries' legislatures are 
expected to approve it next year. 

Sparring with America's trade 
lawyers is always bruising work, so 
Vietnam's leaders would not have 
put themselves through it—and un- 
dertaken to carry out another round 
of reform—if they were not serious. 
The first round of reform, called doi 
moi, was started in 1986, only to fiz- 
zle out in the early 1990s. But a re- 
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gional downturn in the past few years has 
exposed several weak areas in the economy, 
besides the obvious problems of Vietnam’s 
big state-owned firms. 

One of these is an over-dependence on 
Asian companies, which supply two-thirds 
of Vietnam’s foreign direct investment, and 
which fled during the regional downturn. 
Another is the growing competitive threat 
from China, which is already cranking out 
cheap exports and is about to join the World 
Trade Organisation. Vietnam's government 
has responded to all of this by encouraging 
the growth of the private sector, and by try- 
ing to diversify its trade and capital flows, 





Welcome, Mr President 


notably through the deal with America. 

Private enterprise, freer markets, foreign 
investment. Clearly, these are the sort of 
phrases that Americans and their govern- 
ment love to hear. Any country throwing 
open its windows, of course, will soon be 
treated to the bracing air of American culture 
and technology. Once exposed, how could 
anyone resist? Because Vietnam was so iso- 
lated during the late 1970s and 1980s, when 
American brands briefly lost much of their 
allure, some of those brands are even finding 
it easier to establish footholds in Vietnam 
than they have elsewhere. “When this coun- 
try went into hibernation, Fords and Chev- 
rolets were still considered the best cars in 
the world,” jokes Peter Ryder, chairman of 
the American Chamber of Commerce. 

Politically, too, the Vietnamese are fasci- 
nated with America. Tuyet Anh Dinh, a 
young lawyer in Hanoi, says she was im- 
pressed by Mr Clinton’s impeachment trial: 
“In Vietnam,” she says plausibly, “we have 
never seen anything that democratic.” As the 
government gives its people more access to 
information from abroad, as it must to meet 
its economic goals, it will only grow 
easier for Vietnamese to make such 
comparisons. 

Soit is especially easy, in a week 
when America’s president is romp- 
ing around Hanoi and Ho Chi Minh 
City, for people to get carried away 
with the superpower's potential 
influence. They should not. For a 
start, there are still doubts about the 
pace of reform. Even if Vietnam 
does keep opening up, there is an- 
other reason to downplay Amer- 
ica's influence: shocking though it 
may be to Mr Clinton and his 
compatriots, there is a big difference 
between liberalising and America- 
nising. 

That is especially true in Viet- 
nam. Bureaucrats and ordinary citi- 
zens alike are indeed looking out- 
ward for lessons. But they will 
pragmatically take them wherever 
they find them. For a long time now, 
Vietnam's leaders have been find- 
ing many of those answers in China. 
Not only has Vietnam been influ- 
enced by China's Confucianculture 
and legal system for millennia, but 
the northern giant has shown howa 
communist bureaucracy can foster 
growth without apparently sacrific- 
ing stability. Since China is such an 
ancient rival, its success is also a di- 
rect challenge to Vietnam. "You 
don't want your neighbour's house 
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Smaller steps 


AC years of unsuccessfully trying to 
run, some countries of the Asia-Pa- 
cific Economic Co-operation (APEC) 
grouping have decided to try walking in- 
stead. A flurry of bilateral trade dealings 
surrounding this week's summit in Brunei 
confirmsa lack of confidence in the ability 
of arec—let alone the World Trade Orga- 
nisation (wro)—to bring unfettered trade 
to all its 21 members any time soon. But it 
remains to be seen whether these coun- 
try-to-country trade links will serve as 
building blocks or as substitutes for a 
wider, multilateral agreement. 

Singapore and Japan have led the way 
in pursuing bilateral bonds. In addition to 
negotiations with each other aimed at fin- 
ishing free-trade deals by the end of next 
year, both countries are also considering 
pacts with Canada, Chile, Mexico and 
South Korea. On its own, Singapore has 





just concluded a free-trade agreement 
with New Zealand and now has Australia 
(New Zealand's existing bilateral partner) 
and India in its sights. New Zealand itself 
has floated the idea of deals with Hong 
Kong and with Chile, which is hoping to 
sign on with the European Union by 2002. 
All in all, АРЕС% miniature trade deals 
amount to a formidable exercise in 
combinatorics. 

Where does all this leave the multilat- 
eral system? Australia has been pushing 
for a new round of talks at the wro, but 
has also made it clear that it sees bilateral 
or regional free-trade agreements as a leg- 
itimate alternative. And АРЕС has yet to 
convince anyone that it is serious about 
reaching its goal, first stated in 1994, of cre- 
ating a free-trade area for all its members. 
Perhaps there is a lesson: more plenary 
meetings and less free time. 








to be higher than your own,” says a Viet- 
namese investment manager. 

What does this mean for America? Re- 
gional politics, as well as economics, must be 
considered. Apart from diversifying its 
economy, Vietnam clearly hopes America 
will counter China’s influence in the region. 
China is both a more ancient and a more re- 
cent enemy than America, having invaded 
Vietnam in 1979 after Vietnam overthrew 
the Khmers Rouges in Cambodia. Indeed, 
China’s president, Jiang Zemin, made a 
much-publicised, and intriguingly-timed, 
visit to Cambodia this week, just three days 
before Mr Clinton atrived in Hanoi. 

Strategic rivalries, however, are not the 
only ones worth watching. If Vietnam does 
liberalise its economy, it will also have a 
choice of systems. And the choice these days 
is not so much between capitalism and so- 
cialism, but between degrees of openness. 
China has shown that an opaque system can 
still generate impressive growth, under the 
right conditions. But Vietnam is also differ- 
ent, in two ways. First, itis much smaller than 
China, so it will have to be more export-ori- 
ented and it will have to work harder for for- 
eign investment. Second, the overseas Viet- 
namese are both a smaller and a more 
westernised bunch than the overseas Chi- 
nese. If Vietnam is to lure them back from 
places such as America, it may be forced to 
adopt more open ways of doing things. Butit 
is still far from clear which route a liberalised 
Vietnam would choose. As Bill Clinton 
schmoozes the Vietnamese this weekend, 
expect many remarks in praise of bridges be- 
tween cultures. There are some bridges, 
however, that the rulers of Vietnam are in no 
great hurry to build. 
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Philippines 


Impeached, but 
not yet impaled 


MANILA 


HE crisis in the Philippines is moving fit- 

fully towards its conclusion.On Novem- 
ber 13th, the lower house of Congress im- 
peached President Joseph Estrada on a 
battery of charges, including his alleged ac- 
ceptance of some 400m pesos ($8m) in 
bribes to protect illegal lotteries. He will now 
stand trial in the Senate. 

The House of Representatives im- 
peached the president with remarkable 
alacrity. There was no debate, and no vote. 
Amid uproar in the chamber, the speaker 








simply declared that the required number of 
congressmen had already endorsed the 
complaint, and that the articles of impeach- 
ment would be sent to the Senate forthwith. 

Besides the illegal-gambling charges, Mr 
Estrada is accused, among other things, of 
extorting a share of tax revenues intended 
for tobacco-growing provinces; of interfer- 
ing in an investigation into price manipula- 
tion at the Philippine Stock Exchange, in an 
attempt to ensure that a friend who had 
been implicated in the scandal was exoner- 
ated; and of possessing undeclared assets, 
mostly in the form of large houses where, it is 
rumoured, he has kept his various mistresses 
in the style to which they aspire. 

Senator Aquilino Pimentel, who pre- 
sides over the upper house, said he hoped 
Mr Estrada's trial could begin on December 
4th and be over in one month. The constitu- 
tion requires a two-thirds majority in the 22- 
member Senate to convict,and Mr Estrada is 
betting that his opponents will fail to muster 
enough votes. It is a gamble for the president 
because the case for the prosecution is 
increasingly compelling—if it is decided on 
the evidence—and what has been revealed 
so far of the case for the defence is uncon- 
vincing. There is no need for the prosecution 
toestablish the president's guilt beyond rea- 
sonable doubt, just that he is guilty on the 
balance of probability. 

The evidence, however, is only part of 
the equation—and not necessarily the big- 
gest part. Party loyalties count for little in the 
Senate, but personal loyalties could be cru- 
cial to the president. It appears that he may 
still have enough allies in the upper house to 
prevent him being convicted. 

However, the ranks of his supporters 
have been thinning. Senator Pimentel, who 
is usually regarded as a presidential ally, has 
accused Mr Estrada of having offered him 
money and gifts, although he says this hap- 
pened before the latest political crisis began. 
Mr Pimentel says he declined the offers. Two 
other senators have admitted receiving 1m 
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pesos each from the president, although 
they offered to return the money when they 
discovered that it came from Mr Estrada's 
winnings at the gambling table. 

From now on, senators will themselves 
have to take a gamble. They must decide, in 
particular, whether Mr Estrada has a future 
as the highest source of patronage, or 
whether it would be wiser to switch alle- 
giance to the leader of the opposition, the 
vice-president, Gloria Macapagal Arroyo, 
who would automatically replace Mr Es- 
trada if he were removed. 

The opposition is certainly not simply 
waiting for the Senate to get rid of the presi- 
dent. Mrs Arroyo is leading a campaign to 
persuade Mr Estrada to resign immediately. 
His opponents have organised demonstra- 
tions and strikes to press their demand. Mr 
Estrada has countered with demos of his 
own. His critics say the political crisis is da- 
maging the economy, and that a solution is 
urgently required. The stockmarket has 
slumped, the peso has never been weaker, 
and new foreign investment is drying up. 

Even if Mr Estrada is acquitted, it is un- 
likely that the demands for his resignation 
will cease. In all probability, his opponents 
will step up their campaign to get rid of him, 
making it difficult for him to govern. There 
remains the veiled threat that they will resort 
to a rerun of the largely peaceful “people 
power” revolution that toppled the regime 
of Ferdinand Marcos in 1986. 
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Malaysia 
That Islamic 
threat 


KUALA TERENGGANU 


BY-ELECTION in a state assembly 

would not normally be expected to at- 
tract much attention even from politically- 
minded Malaysians. But Kedah state, in the 
north-west of the country, is where the 
prime minister, Mahathir Mohamad, was 
born and itcontains the constituency he rep- 
resents in the federal parliament. Dr Ma- 
hathir's party, the United Malays National 
Organisation (UMNO), runs the state and ex- 
pects to retain the seat in the by-election 
called this week for November 29th. But it 
wants more than that. It wants to win well, 
not just to bolster Dr Mahathir's pride, but to 
ward off the pas, Malaysia's highly success- 
ful Islamist party. 

In last year's general election, the pas 
won the state of Terengganu, on the east 
coast next to Kelantan, which it already held. 
In Kedah, many Malays previously loyal to 
UMNO voted instead for the ras. What is the 
appeal of the pas, whose long-term ambi- 
tion is to have Islamic law applied more 
strictly throughout Malaysia than at 
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present? One explanation is that many vot- 
ers believe that the federal coalition govern- 
ment is corrupt. UMNO, the senior party in 
the coalition, was discussing the problem on 
November 18th. Some senior party members 
want the party to reform quickly, fearing the 
PAS may otherwise take another state, Pa- 
hang, next to Terengganu. But whatsort of re- 
forms does it want? The party is unclear.One 
proposal, in effect extending Dr Mahathir's 
tenure at the top, has been criticised by a 
younger party leader, Adam Hamid, as a 
move that “will kill democracy in UMNO". 

Hadi Awang, Terengganu’s new chief 
minister under pas rule, has nodoubt what is 
wrong with the federal government. It is 
guilty of “injustices” and corrupt "secular- 
ism". The austere Islamic cleric, looking 
slightly out of place in the state government's 
plush offices in the capital, Kuala Tereng- 
ganu, is incensed by the latest “injustice”. 
This concerns the vast oil and gas reserves 
offshore from Terengganu, and processed by 
the national oil company, Petronas. The pre- 
vious Terengganu government, run by 
UMNO, used to receive 5% of the annual roy- 
alties from the plant, which this year would 
have amounted to about $200m. Dr Ma- 
hathir’s government has ended this arrange- 
ment. The amount of any oil money going to 
the state will be decided in Kuala Lumpur. 
“Daylight robbery,” says Mustafa Ali, the 
state’s resources minister. 

The ras government had counted on the 
oil windfall to abolish road tolls and land 
taxes, and other measures designed to keep 
the voters happy. Dr Mahathir clearly aims 
to keep the rural state relatively poor. UMNO 
is already unhappy that the pas has so far 
managed to govern without upsetting the 
Chinese and Indian minorities who do not 
share its Islamic enthusiasms. Applications 
for non-Muslim places of worship have 
been sympathetically received. Chinese- 
language schools are getting more state 
money. Licences for various business activi- 
ties are said to involve less corruption than 
before. Non-Muslim liaison officers have 
been appointed to provide the minorities 
with links to the government. 

In Terengganu’s Chinatown, the resi- 
dents appear to have few worries so far 
about pas rule. Indeed, some are critical of 
the federal government's withholding of the 
state's oil money. "Dr Mahathir has made 
another mistake,” said a Chinese, “and the 
PAS will capitalise on it.” 


China 
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India 


Sonia, of course 


MUMBAI 


FTHEstrength of a system could be gauged 

by electoral landslides, communism 
would still be around. The election for the 
presidency of India’s venerable Congress 
party, say many Indians, was as farcical as 
those under communism. The future of the 
party seems to them equally bleak. As ex- 
pected, Congress's Italian-bom president, 
Sonia Gandhi, easily defeated the only chal- 
lenge ever made in party elections to a mem- 
ber of the Nehru-Gandhi dynasty. The re- 
sult, announced on November 15th, gave her 
7,448 votes against 94 for the little-known 
Jitendra Prasada. Her victory could rouse the 
party from its quiescence. 

These are dreary days for Congress. Al- 
though it is the main opposition to the gov- 
erning coalition, an agglomeration of two 
dozen parties led by the Hindu-nationalist 
Bharatiya Janata Party (вур), Congress won 
only 114 of the 545 seats in the lower house 
last year. It has done little opposing. Con- 
gress can be counted on to raise slogans 
against the “communal"—ie, bigoted—poli- 
cies of BJP, which has a long history of baiting 
non-Hindus, especially Muslims. But, in 
power, the вур has been careful to seem 
responsible on that score. 

Mrs Gandhi—the widow of one assassi- 
nated ex-prime minister and the daughter- 
in-law of another—has been an ineffectual 
and aloof leader of the opposition. A coterie 
of dim functionaries is thought to isolate her 
from the party's grassroots. Sycophancy is 
said to be the party’s reigning passion, diktat 
its chief means of making decisions. The 
party’s performance in some states saves it 
from irrelevance. It governs, creditably, in 
such big states as Madhya Pradesh, Karna- 
taka and Rajasthan. But the party’s activists 
increasingly wonder whether Indian voters 
at large will ever choose someone bom 
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abroad to be their prime minister. 

From such thoughts arose a challenge 
when it came time to elect a party president. 
Not а fierce challenge, and it was clear from 
the start that the “sycophants” would never 
let Mr Prasada win. The electors should have 
been chosen by party activists but many 
were instead picked by the leaders of the 
party in each state. On paper, Congress is 
more democratic than most Indian parties (it 
claims to be the only one to elect its leader 
with such a broad franchise). But even its 
stalwarts admit that the election was, as one 
ofthem putit, "bogus". 

Mrs Gandhi would have won without 
fiddling. The party has better politicians 
than she but none with her star quality 
(morean emanation of her pedigree than her 
personality). The less ideology Congress has, 
the morecharisma її needs. 

Yet ideology may soon come back. Now 
that Mrs Gandhi has the legitimacy, how- 
ever dubious, of being the first of her family 
to win a party election, the feeling is that the 
nextorder of business will be to start causing 
the government trouble. It may well take the 
form of opposition to the economic reform 
programme. “The party will go left, of 
course," says a Congress official. It will be 
"Jess worried about economic niceties and 
more worried about distinguishing itself 
from the вур.” Anti-reform agitation may do 
Congress some good. It will not help India. 

a 





Seizing the day 


TOKYO 


О MUCH for Koichi Kato's long game. All 
autumn, Mr Kato and his reform-minded 
followers in Japan's ruling Liberal Demo- 
cratic Party (LDP) have prepared patiently for 
the right moment to make a push for power, 
reckoning on next summer at the earliest. By 
accident or design, however, they find them- 
selves pitched into a real contest much 
sooner. Already Yoshiro Mori, Japan's un- 
popular prime minister, looks finished. Mr 
Kato will now want to press home his ad- 
vantage. “The voice of the people will prevail 
in the end,” he told reporters this week. 
Unusually for Japan, Mr Kato may be 
right. An old ally, Taku Yamasaki, has been 
quick to pledge his support. With the oppo- 
sition parties preparing to back a no-confi- 
dence vote in parliament as soon as Novem- 
ber 22nd, Mr Kato now has to persuade his 
supporters to vote against their own prime 
minister, inviting their possible expulsion 
from the Lor. Party hacks have already been 
working on the rebels. But, to general sur- 
prise, Mr Kato’s supporters are holding fast, 
at least for the moment. Faced with more de- 
termined opposition than the party ex- 
pected, Mr Mori’s support is crumbling. If 
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two-thirds of Mr Kato's and Mr Yamasaki’s 
combined factions join the opposition to 
vote against Mr Mori, he will lose. If the LDP 
rebels merely abstain, he can survive. 

Everyone now waits to see how Mr Kato 
plays his hand. His liberal economic think- 
ing puts him closer to the reformist half of 
the Democrats, the biggest opposition party, 
than to the Lpr’s conservative mainstream. 
This invites thoughts of an грр split, a broad 
political realignment and a new coalition 
government, with Mr Katoat the helm.Some 
ofthe younger members of Mr Kato's faction 
have been working to build loose ties with 
the Democrats recently, even suggesting that 
they co-operate on policy. On November 
15th, Mr Kato himself met opposition lead- 
ers, claiming, improbably, that they talked 
only about the economy. Despite these ma- 
noeuvrings, Mr Kato still says he does not 
want to leave the LDP. 

For now, Mr Kato should probably be 
taken at his word. After flirting briefly with 
reform in the mid-1990s, the Lpp’s recent 
lurch back towards special-interest politics 
has convinced some of Mr Kato's more hot- 
headed supporters that the party is beyond 
rescue. But, for all its shortcomings, the LDP 
and the organised vote at its heart still offers 
a stable, albeit shrinking, political base and 
ready access to campaign funds. 

More likely, Mr Kato will be hoping to 
press his case with the Lor’s elderly execu- 
tive. The party will not want an open fight. 
That would risk a general election in which, 
thanks to Mr Mori's bungling leadership, the 
грр could expect a hiding. Nor, though, will 
the party barons meekly defer to Mr Kato's 
claim to the top job, with all the loss of face 
that this would entail. Instead, they may of- 
fer to bring the .pr's leadership election for- 
ward tonext month. Even then, Mr Kato may 
not be assured of victory. Mainstream fac- 
tions are considering a third candidate. 

One possible replacement is Yohei Kono, 
Japan's foreign minister. If Mr Kono's old ri- 
valry with Mr Kato scuppers this choice, the 





Mori looks finished 


LDP may instead pick Junichiro Koizumi, 
whose mischievous indiscretions are said to 
have drawn Mr Kato into his present fight. A 
third candidate is Masahiko Komura, a for- 
mer foreign minister. But Mr Kato seems in 
no mood to compromise. Party barons must 
now decide whether they ought to offer him 
more, or to call his bluff. 





Misery behind 
the migration 


JIASHAN, HUNAN PROVINCE 


INERS in Sanlitun, Beijing’s night-life 

district, may well have met Chen Ying, 
an irrepressible little girl selling roses from 
restaurant to restaurant: 12 years old, but go- 
ing on ten in looks. China’s informal econ- 
omy shows an astounding degree of local 
specialisation, and flower-selling is no ex- 
ception. Almost all the children selling flow- 
ers in every Chinese city come from flower- 
less You county, in south-central China's 
Hunan province. All their bosses come from 
a single, rather thuggish township there, 
called Datongqiao. 

The quick way to reach the village that 
Chen Ying left nearly two years ago is to take 
a two-and-a-half-hour flight from Beijing to 
Changsha, the capital of Hunan; to drive for 
five hours to Jiashan township, where the 
tarmac road ends; and then to crawl for an- 
other two hours up a muddy track that leads 
into the hills, pushing the car when it slithers. 
Dimuchong, literally, “the place surrounded 
by the forest”, is a village of 800 people, and it 
grows little for sale other than rice, ginger and 
tea-seed, whose oil is used for soap. Liu Mei, 
Chen Ying's mother, lives alone on a hillside 
at the back of the village. She is not well-off, 
with just two baskets of ginger to show for 
sale, and two baskets of seed. “But I grow 
enough", she says, “to feed myself and my 
two pigs." 

Her troubles started when her husband 
hurt his leg while they were building their 
farmhouse. He was unable to do physical 
work in the fields, so he left for Zhejiang 
province on the coast to look for a factory 
job. Mrs Liu thinks he has not had much 
luck, because she has not heard from him in 
a year. Dimuchong’s village chief says that 
250 people from the village, almost one- 
third of the population, have migrated else- 
where in search of work. 

Chen Ying, her mother says, started to 
worry that she was becoming a burden on 
the family, an unnecessary mouth to feed— 
particularly after her mother wanted to bor- 
row money to keep her at school. One day, a 
talentscout for one of the Datongqiao bosses 
came up the valley and saw how pretty Chen 
Ying was. The girl seized her chance and, 
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backed by the scout, persuaded her mother 
tolet her go to Beijing. Last spring festival she 
retumed home with 2,000 yuan ($240). That 
was no doubt less than she was owed: the 
children are promised one-fifth of their tak- 
ings, yet since they are paid only once a year 
and cannot easily keep a tally of roses sold, 
their bosses diddle them. 

Still, Chen Ying says her boss is usually 
kind, unlike others who beat their charges or 
starve them. Recently her 14-year-old 
brother joined her in Beijing: Mrs Liu says she 
knew that he would leave when he retumed 
home crying from school, because other pu- 
pils had nicer houses, and electricity. 

In Jiashan township, the mayor shows 
offa large blackboard advertising the mate- 
rial progress made by the district's 24,000 
people. No less than 100% of children, for in- 
stance, are getting the supposedly compul- 
sory nine years' education. The eight absent 
flower children from Dimuchong village 
alone make a mockery of that claim. Besides, 
schooling is not free. Village schools are sup- 
posed to receive an annual subsidy of 150 
yuan for the very poorest pupils. The 
money, says the village teacher, has simply 
not arrived this year. The teacher pulls out 
from his wallet a bunch of handwritten rous 
from villagers unable to pay their children’s 
school fees, one dating back to 1995. “And I 
have more at home,” he says. 

Farmers are racked by taxes. Another of 
the blackboard’s bold claims is an annual 
average household income in the district of 
2,200 yuan. A rough survey of Dimuchong 
village comes up with a figure of more like 
800. Village and township officials receive 
salaries in relation to the peasant income 
they report, and reporting a rosy picture is 
the best chance open to a township official 
to get a coveted jobin the county seat. 

Taxes are also levied on the basis of these 
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Urban cowboy, Chinese-style 


inflated incomes. The central government 
says that farmers should not pay more than 
5% of their income in tax. Thanks to inflated 
income reports, and to a welter of taxes and 
arbitrary fees raised by the township and 
county, many villagers in Dimuchong pay 
taxes of over 200 yuan a year—more than 
one-quarter of their meagre income and five 
times the central-government limit. It is not 
hard to see how, after a bad harvest, farmers 
get trapped in a cycle of having to borrow 
money to pay taxes. (Or they go to jail: seven 
villagers from Dimuchong are currently in 
prison for cutting and selling trees without 
paying dues on them.) And even if harvests 
in future are bountiful, the lower tariffs and 
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expanded quotas on imported grain that 
will come with China’s imminent accession 
to the World Trade Organisation will hurt 
China’s farmers badly. 

The burden of taxation, then, falls dis- 
proportionately on China’s very poorest. It is 
not hard to see why so many, children in- 
cluded, seek work elsewhere. This week the 
ten-yearly census was being extended by 
five more days in an attempt to find huge 
numbers of “missing” people. The govern- 
ment has failed to persuade migrants seek- 
ing work elsewhere that data given to cen- 
sus-takers will not be used against them. 
Hunan province alone has found itself up to 
10m people short. 

Nor is it hard to understand why rural 
protests against taxation have grown in 
number and violence. There was a riot near 
You county earlier this year, when angry 
farmers reminded local officials of the offi- 
cial limit on taxes. In August 20,000 farmers 
in Jiangxi province, Hunan's neighbour, 
went on a five-day rampage in protest at 
taxes and fees. And on November 15th Chi- 
nese police moved in on more than 1,000 
banana growers in Fujian province. County 
officials had nearly doubled the tax on ba- 
nanas, and the farmers demanded the Com- 
munist county chief's resignation in favour 
of ademocratically elected one. 

The central government in Beijing fears 
that these sparks of dissatisfaction could set 
off what Mao Zedong called a prairie fire. 
Beijing wants to cut the farmers’ tax burden, 
and keep dissatisfied farmers from coming 
to the cities in search of work. But it has little 
leverage over the local officials who impose 
the taxes, or over the migrants who flock to 
thecities despite the treatment they get there. 
Chen Ying says that, no matter what, she is 
not going back to live in Dimuchong again. 
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N THE map, the Peach Garden Ele- 

mentary School is not far from Chi- 
nese centres of academic excellence like 
Beijing University. In fact, it is another 
world. Whereas their neighbours at nearby 
universities roam their sprawling cam- 
puses and prepare for high-powered ca- 
reers, the Peach Garden children sit 50 to a 
room at rickety second-hand desks, learn- 
ing how to read and counting themselves 
lucky to be in any sort of school at all. Their 
ages range from five to 14, and their accents 
range from all across China's vast expanse. 
But all 300 of them have one thing in com- 
mon: they are children of migrant workers 
who have come to Beijing in search of a 
better life. 
Y Most of Beijing's 2m migrants manage 





China's schools for non-children 


to find jobs, albeit unpleasant ones in 
building and sanitation that native Beijin- 
gers prefer not to do. Finding school places 
for their children has not been as easy. Un- 
til 1996 state-run schools took only those 
children with local residence permits, 
which migrants, regardless of how long 
they stay in Beijingor how much they con- 
tribute to the local economy, can seldom 
obtain. Now state schools are allowed to 
accept migrants, but they are also allowed 
to charge exorbitant fees that no rubbish- 
collector could afford. 

New private schools, made possible by 
other recent reforms, are run for profit and 
are even pricier, charging as much as 10,000 
yuan ($1,200) for a half-year school term. 
Findingall this terribly unfair, Zhang Ailing 


decided to do something about it. Aban- 
doning the accounting job that brought her 
from Shandong to Beijing, Miss Zhang de- 
cided to volunteer at a migrants’ school. 
Soon after, in 1998, she started the Peach 
Garden school for migrants, one of about 
200 around Beijing. Her teachers work at a 
starting wage of 500 yuan per month, and 
the pupils pay 300 yuan per term, if they 
can afford to. 

Wary of making Beijing an even greater 
magnet for migrants, local officials have 
not yet deigned to give the school formal 
approval. But Miss Zhang is confident they 
will not shut her down either. She notes 
that other cities, particularly Shanghai and 
Wuhan, have adopted far more flexible 
policies on migrants’ education, and won- 
ders when Beijing will catch up. “These are 
children like any other and they need an 
education, so somebody must solve this 
problem,” she says simply. 
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UNITED STATES 


Unleashing the dogs of law 


PALM BEACH AND WASHINGTON, DC 


The ugly battle for the presidency has exploded in the courts. It will be hard 
now to reach a clear and calm conclusion 


HE disputed votes of a few Florida coun- 

ties have become the centre ofa life-and- 
death struggle for the presidency. George W. 
Bush and Al Gore have dug their heels in, 
producing irreconcilable arguments about 
what constitutes a fair vote, and rejecting all 
attempts at compromise. The dispute now 
heads for a showdown in the Florida courts, 
and in the court of public opinion. 

On Tuesday afternoon, one week after 
America’s endless election night, Katherine 
Harris, Florida’s secretary of state, an- 
nounced that results from all 67 counties 
were in and that Mr Bush was ahead by 300 
votes out of almost 6m cast. She said she was 
certifying this tally, pending results from an 
estimated 4,000 absentee ballots from 
abroad. No one knows what these will bring. 
But the Gore campaign expects Republican 
ballots from military personnel overseas to 
outweigh Democrats in Israel. If so, Mr Bush 
would get Florida’s 25 electoral-college votes, 
giving him one more than the 270 required 
and making him the president-elect. 

Meanwhile, parts of Florida have been 
recounting the disputed votes at the heart of 
the legal struggle. Having been told by a state 
judge that she could not reject such recounts 
arbitrarily, Mrs Harris duly said she might 
accept them but only if the counties showed 
good cause why manual recounts were be- 
ing undertaken. She then rejected the prof- 
fered justifications, insisting that she would 
certify the vote as it stands. She did this five 
hours after the state supreme court had re- 
jected an earlier request to halt the recounts, 
allowing them to go ahead. This set the stage 
for one more extraordinary confrontation in 
the post-election war. 

Assume the manual recounts eventually 
go ahead and produce a few hundred extra 
votes for Mr Gore (as seems likely). Mr Gore 
might claim the presidency on that basis. 
Immediately after the supreme-court ruling, 
he said he would accept the manual re- 
counts without further legal wrangling— 
and offered to endorse a recount of the 
whole state if Mr Bush wanted one. Mr Bush 
refused. There are 84,000 disputed ballots in 
parts of the state that he won, but 95,000 in 
counties Mr Gore won. 
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By denying attempts by the counties to 
submit manual recounts, Mrs Harris 
trumped Mr Gore’s offer—and made certain 
that there would be public uproar and fur- 
ther legal challenges. Democrats said they 
would appeal against her decision, arguing 
that lawful votes, a state judge and even the 
supreme court itself had all been set aside. 
They claim Mrs Harris had violated a judicial 
injunction by sticking to narrow justifica- 
tions for recounts, and ruling out consider- 
ations such as whether the recount might 
change the vote totals. Manual recounts, ar- 
gue the Gore team, are fair, and have been 
conducted not just in Democratic counties, 
but in six Republican ones as well. 

Republicans, on the other hand, argue 
that a couple of Democratic counties in Flor- 
ida should not be allowed to overturn an 
election which has already been counted 
twice. Responding to Mr Gore, Mr Bush ar- 
gued that the manual recounts should be re- 
jected because the process of checking by 
hand and eye is inaccurate and subjective. 
He also argued that Florida would be incon- 
sistent if it counted votes in one part of the 
state differently from votes in another. 

This is the Founding Fathers meet Carl 
Hiaasen. Imagine what would have hap- 
pened had the recent Yugoslav election 
come down to arguments in a province ruled 
by Slobodan Milosevic's brother and the de- 
cision left with the co-chairman of the Mil- 
osevic campaign. Or if its supreme court had 
permitted counties to keep on recounting, 
only for that same co-chairman to prevent 
the results from being filed. Unsurprisingly, 
there are jokes on the Internet about Yugo- 
slavia offering to send peacekeeping troops 
to Florida. 

So far, this is not a constitutional crisis: 
nobody has yet refused to accept a court rul- 
ing. However, unless cut short by a conces- 
sion, the wrangling will poison the presiden- 
tial chalice for whoever wins. Immediately 
after election night, the two sides might have 
stepped back from the brink—by, for in- 
stance, agreeing in advance to accept the full 
Florida recount that Mr Gore later suggested. 
Instead, they conducted don't-give-an-inch 
trench warfare. 





Ballot, judge, imbroglio 


Democrats began the descent. Two days 
after the election, William Daley, the chair- 
man of the Gore campaign, announced: “If 
the will of the people is to prevail, Al Gore 
should be awarded a victory in Florida." This 
seemed to deny in advance the legitimacy of 
any Bush victory. Hours later, Mr Bush's 
communications director, Karen Hughes, re- 
plied in kind. “The vote count on Tuesday 
night showed Governor Bush won Florida's 
election," she said, “апа a recount has now 
confirmed his victory." She argued that Mr 
Gore should concede. 

Instead, the Democrats took the count in 
Florida to the courts. Warren Christopher, 
the former secretary of state and Mr Gore's 
consigliere in Florida, questioned the legal- 
itv of the notorious "butterfly" ballot used in 
Palm Beach county. Democrats in Florida 
threw the party's support behind private 
suits that claimed people's voting rights had 
been infringed by the unusual ballot paper. 

The rush to law was too much for some 
senior Democrats. “1 want Al Gore to win the 
election," said Senator Robert Torricelli of 
New Jersey, "but more than that, І want 
somebody to win theelection." But by then it 
was toolate. Prodded by the Democrats, four 
ccunties—Palm Beach, Volusia, Miami- 
Dade and Broward—began the painstaking 
business of recounting the disputed votes by 
hand (the machine that counted the votes 
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initially had rejected some votes that the 
Democrats argued were valid). This action 
began a flood of suits. 

When Miami-Dade and Broward sus- 
pended the recount because the discrepan- 
cies in a sample of votes proved too small to 
affect the result, the Democrats promptly 
sued Broward to get it to restart the count, 
which it duly did. When Mrs Harris argued 
that Florida law required her to demand a 
certified result by 5pm on Tuesday, Novem- 
ber 14th—long before Palm Beach county 
had any hope of finishing its recount—the 
Democrats sued to have the deadline post- 
poned. The suit was denied, so the Demo- 
crats, and the counties, appealed to the state 
supreme court. 

But if the Democrats showed themselves 
willing to prolong the dispute beyond previ- 
ously accepted bounds, the Republicans 
came close to arguing that a new vote would 
be unwarranted even if the original were 
compromised. The party’s chief negotiator 
in Florida, James Baker (another former 
secretary of state) first asked for a federal in- 
junction to block the recounts, saying that 
machines are more reliable than people, and 
then joined Mrs Harris’s attempt to block 
further manual recounts. 

This reeks of hypocrisy. In 1997, Mr Bush 
signed a Texas law that says that manual re- 
counts are preferable to electronic ones in 
close elections. Mr Bush, who claims to be a 
strong supporter of states’ rights, is also in the 
odd position of asking a federal court to set 
aside a decision taken under state law. The 
federal court took that view as well, saying it 
had no jurisdiction over a state matter— 
whereupon the Republicans appealed to the 
next court up, the uth circuit appellate court 
in Atlanta. 

So by the end of the first week, more than 
a dozen lawsuits had been set in train: the 
private suits against the butterfly ballot; the 
Republican challenge in federal court; two 
Democratic suits, one against Broward 
county, the other to extend the 5pm dead- 
line; the suit launched by the counties 
against the judge's ruling that they must 
comply with that deadline; and attempts by 
Mrs Harris to suspend the manual recounts 
and those by the counties to push ahead 
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with them. It is hardly surprising that she 
asked the state supreme court to take all out- 
standing legal matters under its wing. But it 
turned her down without a hearing. 


The Florida vote 


The issue at the heart of these battles is the 
number of disputed ballot papers in several 
Florida counties, notably Palm Beach. Voters 
there cast their vote by using a machine that 
punches a hole through the paper next to the 
candidate's name. 

Of the 462,000 votes cast, only 432,000 
were found valid when the results were first 
counted by machine. Of the discarded 
30,000 ballots (7% of the total), 19,000 were 
double-punched—that is, voters had picked 
two candidates. An additional 11,000 were 
not properly punched through. (This intro- 
duced a new political vocabulary: if the 
punch leaves a flap of paper, it is called a 
“hanging chad”; if it does not break the skin, 
it produces a “pregnant chad” or "dimple".) 

A 7% rate for disputed votes was high 
even for Florida, though one Duval county 
(which Mr Bush won) had 26,900 invalid 
votes out of 291.600—an even larger share. By 
international standards this is unprece- 
dented in an election for high office. In Brit- 
ain, the normal share of spoiled ballot pa- 
pers in a general election is less than 1%. 
Australia has high rates of "informal" bal- 
lots, but in its worst election, in 1987, the rate 
was only 5%. By most standards, Palm Beach 
was indeed exceptional. 

The question is what—if anything—can 
be done about it. The method of recounting 
disputed votes is itself disputed. Republi- 
cans have mocked scenes of officials holding 
up punch cards to see how much light 
showed through and thus ascertain whether 
the chad is hanging or merely pregnant. Palm 
Beach changed its method of scrutinising 
votes just as its recount got under way—and 
had then to defend its process in court. Be- 
yond that, it is hard to see what more the law 
can settle. Legal precedent has demanded 
that deliberate fraud be demonstrated be- 
fore a vote can be set aside. There is no evi- 
dence so far of any fraud. 

Still, further legal challenges may be un- 
avoidable. Just as during the impeachment 


saga, partisans on both sides seem willing to 
shrug off evidence of public distaste at their 
course of action. Meanwhile, recounts and 
challenges are possible in four other states. 

* In Wisconsin, which Mr Gore won by 
5,385 votes (out of 2.5m votes cast), Republi- 
cans are asking the Milwaukee district attor- 
ney to look into alleged electoral irregular- 
ities. The state does not require an automatic 
recount, but the Republican governor, 
Tommy Thompson, has said his party may 
ask for one after the result is certified. 

* In Oregon, a recount could be triggered 
automatically. With 99% of votes counted, 
Mr Gore is ahead by 4,233 votes out of 1.4m 
cast, or just 0.3%. State law requires a recount 
if the margin of victory is below 0.2%. 

* In New Mexico, the state's five electoral 
votes are currently heading to Mr Gore by a 
margin of 375 votes (out of 571,000 votes cast). 
Earlier both men had been awarded the 
state. 

* The Republicans might demand a recount 
in Iowa, where Mr Gore has a margin of just 
over 4,000 votes, near the margin where a re- 
count is permitted. (Unlike Florida, lowa has 
a reputation as a state where the details of 
government are well administered, so a 
challenge is less likely there.) If Mr Bush were 
to win Wisconsin, lowa and New Mexico, 
and Mr Gore wins Florida, that would pro- 
ducea tiein the electoral college. 


Reforming the electoral system 


America's presidential elections are unusual 
in that, though national affairs, they are con- 
ducted by states or counties. It is they who 
set the rules, who design the ballot papers 
and decide the order of the candidates (there 
is no uniform ballot). In Oregon, absentee 
ballots must arrive by election day; іп Wash- 
ington state and Frida, they need merely to 
be postmarked on that day. Believe it or not, 
state law in New Mexico even allows a tied 
contest to be decided by a poker game or the 
toss of a coin. In one election for a town 
council seat this March, that actually hap- 
pened: the candidates tossed for it. 

One upshot of the controversy is that 
Americans are at last debating how to ratio- 
nalise this jumble. The technology can be 
laughable. New York uses 20,000 mechani- 
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cal-lever machines that were first intro- 
duced in 1892. About 12% of voting stations 
still use pencil and paper. At the other end of 
the technological scale, 9% use computerised 
systems that store votes electronically, like a 
cash machine. 

Surprisingly, the loudest calls have come 
from those arguing for no-tech pencil and 
paper. Others reply that it would be better to 
go for touchscreen technology—complete 
with software that would prevent voters 
from voting twice for a candidate, and could, 
like a cash machine, produce two print- 
outs—one that would enable voters to see 
who they had actually picked and one for a 
manual recount, should it be needed. 


The legitimacy issue 
There is, however, a bigger and more imme- 
diate question. Will the partisan stand-off 
produce a crisis of legitimacy? 

At the moment, the answer is no, at least 
not in the sense that the population as a 
whole thinks the election is being stolen. Ac- 
cording to opinion polls, 80% of Americans 
say they will regard either man as legiti- 
mately elected; 67% say they will accept the 
Florida result whichever way it goes. Ameri- 
cans are also patient: 62% say that not having 
a president-elect is no problem, and 45% ex- 
pect the disputes to be resolved within a 
month. There is no need for a rush to judg- 
ment to solve what Jimmy Carter has nicely 
described as “ап unaccustomed event"— 
though this might change after the latest 
bout of legal upheavals. 

The problem is that the aftermath of the 
election could produce a legitimacy crisis in 
a different sense. The same polls also show 
that around one-third of partisans on either 
side think the other candidate would be il- 
legitimate—and those partisans on the los- 
ing side will fight on. 

The casual demagoguery of the past 
week shows how far they are 
willing to go. Mrs Hughes of the 
Bush team has asserted that “the 
vice-president essentially said 
we should ignore the law in or- 
der to overturn the result”, and 
that election officials in Palm 
Beach county were inventing 
votes, not counting them. Mi- 
chael Ledeen, a conservative 
writer, has called Mr Gore's tac- 
tics “a counter-revolution” and 
the Wall Street Journal has 
dubbed them “a coup”. The 
Democrats have called Mrs Har- 
ris a “Soviet commissar” and “a 
crook”. So bitter is the rhetoric 
that Mr Gore asked for a per- 
sonal meeting with Mr Bush in 
the hope of toning it down; he 
was rejected. 

The infighting is already tak- 
ing a toll. The ten weeks between 
election day and inauguration 
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are a vital period. This is when the president 
starts on the business of choosing the 
roughly 6,000 appointments he must make 
in order for the administration to function at 
all; it is also the time for settling on the few 
policy priorities that he puts to Congress. 

This transition is hard at the best of 
times. Both Mr Clinton in 1992-93 and 
George Bush Sr in 1988-89 failed to get their 
cabinet appointments finished until nine 
months after they were elected. Paul Light, a 
scholar at the Brookings Institution, reckons 
that forevery week’s delay now, there will be 
a delay of a month at the other end. Mr Clin- 
ton also failed to establish his legislative pri- 
orities during the transition. The result was 
that his honeymoon—the 100 days at the 
start of his term when a president stands his 
best chance of getting things done—was 
spoiled by a debate over gays in the military. 
If recent history is any guide, Messrs Bush 
and Gore are squandering vital weeks. 

That leaves the broader question: 
whether legitimacy itself—in the sense of 
persuading the other side to accept your vic- 
tory—is possible. In principle, it should be. 
John Kennedy, after all, won another knife- 
edge election marred by accusations of 
fraud, and he proved an effective president, 
not least because of his success at managing 
the honeymoon period. 

But today there is no cold war to focus 
minds and partisanship has grown in the in- 
tervening years. Seymour Martin Lipset, a 
sociologist, argues that partisanship in 
American politics is now worse than in any 
other mature democracy. The legislative 
gridlock in Washington, the impeachment 
saga and now the recriminations of the past 
week all seem to bear him out. 

Politicians in Washington are starting to 
worry about four years of partisan recrimi- 
nation, or worse, and to argue that extraordi- 
nary efforts will be needed to prevent it. First, 
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they say, the winner should follow John 
Kennedy and appoint members of the other 
party to high-ranking cabinet jobs. Ben Wat- 
tenberg of the American Enterprise Institute 
floated the idea of Mr Bush appointing Mr 
Gore himself as secretary of state. Several 
Democratic congressmen have argued that 
Senator John Breaux, who headed a biparti- 
san commission on health care under Mr 
Clinton, should do the same for Mr Bush. 

Second, Tom Daschle, the Democratic 
leader in the Senate, has suggested some sort 
of power-sharing deal there, in which the 
Democrats get an equal share of the power- 
ful committee posts. That too has happened 
before. In 1992-93, Michigan tried a revolving 
speakership after elections to its House of 
Representatives produced a tie. That would 
be too much for the Republicans, but their 
Senate leader, Trent Lott, has not dismissed 
notions of more modest co-operation. 

Third, almost everyone thinks that both 
sides will have to junk many campaign 
promises in favour of a few things they can 
agree on: some sort of prescription-drug 
benefit; a patients’ bill of rights; some form of 
campaign-finance reform. Isabel Sawhill of 
the Brookings Institution suggests the win- 
ner should cut the payroll tax and require 
beneficiaries to put the money into individ- 
ual retirement accounts—an effort to give 
both sides something on Social Security. 

Such proposals remain pipe dreams. 
That they are even being canvassed shows 
the alarm in Washington. For the campaigns 
and their partisans, the aftermath of the 
election has seen a descent into the pit. For 
centrist politicians, and for the country as a 
whole, it has become an exercise in damage 
limitation. The election is testing the accu- 
racy of a famous comment by a Supreme 
Court judge, Louis Brandeis: it is more im- 
portant that some things be settled than that 
they should be settled right. 
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Pupil power 


OUNG people doing postgraduate work 

in American universities can already 
wear at least four hats—as student, re- 
searcher, teaching assistant and disserta- 
tion-writer. But how about shop steward? 
For the first time, graduate students at private 
American universities have been granted 
the right to belong to trade unions. 

Two-thirds of America’s “working stu- 
dents” are at public universities where, as in 
effect employees of the state, they have long 
been allowed to unionise. Private universi- 
ties, which include most of America’s most 
famous academic names, insist they are dif- 
ferent. For the past three decades, places like 
Stanford and Yale have contended that grad- 
uate students are not really employees—that 
their work is to goon getting themselves edu- 
cated, that the money they receive is merely 
financial aid for their continuing studies, 
and that collective bargaining would be an 
infringement of academic freedom. 

But on October 3151 the National Labour 
Relations Board decided to let graduate stu- 
dents engaged in paid teaching and research 
at New York University (муо) form a trade 
union organised by the United Auto Work- 
ers. In two terse, concurring opinions barely 
covering five single-spaced pages, the board 
said that the role of students who are paid for 
research and teaching was “indistinguish- 
able from a traditional master-servant rela- 
tionship”. It refused to deny them “their fun- 
damental and statutory rights to bargain 
with their employer”. 

The students responded swiftly. At nyu 
last week, working “graduate assistants” 
voted 597-to-418 to unionise. The university 
was not pleased. “The responsibilities that a 
graduate student has in connection with a 
graduate assistantship are part and parcel of 
their educational experience,” said Robert 
Berne, Nyu’s vice-president for academic 
and health affairs. There was also, as else- 
where in America this November, some talk 
of electoral irregularities. Despite its huffing 
and puffing, though, nyu has not yet de- 
cided whether to bargain with the union; a 
refusal could lead toachallenge in the courts. 

At Yale, the university has balked at a re- 
quest for a “living wage” by the Graduate 
Employees and Students Organisation 
(Geso), a group that has existed for ten years 
in lieu of a union. Rebecca Ruquist, GEsO's 
chairwoman, claims that the $12,000 Yale 
pays to the average teaching student is about 
$6,000 less than the amount needed to live 
comfortably in New Haven. (But she does 
not seem so keen to advocate the same pay 
for fast-food servers in town, asking: “Are 
you comparing a worker at McDonald's to a 
php student at Yale?") 

Part of the problem is the fact that many 
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full-time members of what is supposed to be 
the teaching staff are spending more and 
more of their time on research, thereby 
dumping an increasing amount of teaching 
work on graduate students. Some of the 
graduates do the same work that full-time 
teachers used to do, but for less money. Ms 
Ruquist compares this to the plight of Amer- 
ica's cash-strapped hospitals, where doctors 
have been increasingly replaced by nurses 
and nurses by less-trained "care-givers". It is 
no coincidence that America's much-put- 
upon student doctors have also just started 
to organise themselves into unions. 

In the end, though, unionising may be 
less about pay than about the balance of 
power. Richard Freeman, who currently fol- 
lows the subject at the London School of 
Economics, points out that students are of- 
ten reluctant to deal as individuals with pro- 
fessors and administrators whose reports 
will shape the rest of their careers. Unions, he 
believes, offer protection for students 
against potential professorial abuses such as 
sexual harassment and the stealing of credit 
for research work. 

Some people reply that graduate stu- 
dents already have plenty of say in private 
universities. Even so, many NYU graduates 
will gaze enviously at the 10,000 student em- 
ployees in the (public) University of Califor- 
nia who are represented by the United Auto 
Workers’ Local 2865. As one lot of students 
goes out into the world, a new one takes its 
place to enjoy a union contract which lays 
down working hours, pay rises until the end 
of 2002, a pension plan, holidays, no lock- 
outs and, perhaps best of all, a system for 
dealing with grievances that includes the op- 
tion of appeal to an independent arbitrator. 
Itmakes a pretty impressive package. 





The shopping season 


Baa or buy 


CHICAGO AND WASHINGTON, DC 


N NOVEMBER 24th, the day after 

Thanksgiving, Americans will follow 
their gluttony with a bacchanal of early 
Christmas shopping. Forecasters will track 
retail trends and offer grave assessments of 
the season's prospects, Chirpy local-rv jour- 
nalists will interview mall-goers about 
credit-card excess. And Kelly Leffler, a writer 
in Hollywood, will dress up like a sheep, 
march to Los Angeles’s most prestigious 
mall, the Beverly Centre, and bleat. 

Ms Leffler's ovine activism is part of Buy 
Nothing Day (BND). Launched in 1992 by 
Kalle Lasn, a big-business-bashing journal- 
ist, BND was originally a modest consumer- 
awareness campaign in the states of Wash- 
ington and Oregon; it took off in 1995, when 
Mr Lasn took his anti-shopping crusade on- 
line. Now the declared aim of the 1m non- 
shoppers whom Mr Lasn hopes to mobilise 
next week will be toconvinceother consum- 
ers not to buy anything on America's biggest 
shopping day. 

Over-consumption, argues the BND 
crowd, is wrecking the environment and 
dragging down the quality of life. A televi- 
sion commercial that runs on local public 
television and cNN Headline News (Mr Lasn 
buys nothing from the three big networks) 
points out that “the average North American 
consumes five times more than a Mexican, 
ten times more than a Chinese person, and 
30 times more than a person from India”; 
meanwhile a pig of North American dimen- 
sions belches into the camera. 

“All around the world people are invad- 
ing malls, wearing pig masks, having credit- 
card cut-ups in front of guards,” Mr Lasn ex- 
ults. Two years ago, climbers from the 
Ruckus Society (of Seattle-riot fame) sus- 
pended themselves from the rafters of the 
800-store Mall of America in St Paul, Minne- 
sota, with a giant banner exhorting visitors 
not to shop. This year some “radical cheer- 
leaders” (“We don’t need it, we don’t wantit / 
That shit makes me want to vomit!) hope to 
invade a mall in Denver. Lennie Dusek, a 
supporter in Little Rock, Arkansas, is hosting 
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a gift swap. “You bring a box of 
stuff, rather than your wallet,” 
she explains. “And you trade 
with stuff that's already there.” 
As it happens, some retailers 
might prefer to see slightly fewer 
shoppers. They are short of staff 
and worry about coping with the 
rush. In Chicago, shops are pay- 
ing as much as $13 an hour for 
part-time help, plus bonuses and 
generous shop discounts. Sears, 
which needs 45,000 part-time 
holiday workers this year, is re- 
cruiting housewives, students, 
recently retired people and oth- 
ers whoare not normally looking 





for paid work (and thus perhaps It comes earlier every year 


worrying Alan Greenspan, who 
regards demand for such folk as a telling in- 
flation indicator). 

Diane Swonk, Bank One's chief econo- 
mist, reckons that retail sales in November 
and December will be 6.5% higher than last 


year. A survey conducted by the National 
Retail Federation has found that 82% of con- 
sumers expect to spend as much or more 
during the holidays as last year. The average 
American consumer will plonk down $836 


UNITED STATES 


for gifts. Shopkeepers are excited 
by a “great calendar”; Christmas 
falls on a Monday, leaving the 
weekend for last-minute gifts. 
Theanti-shopping sheep can 
cling on to a few hopes. Interest 
rates and heating costs are higher 
this year. In California, where 
consumers plan to spend 2096 
less on gifts, according to the NRF 
survey, many former dotcom 
managers will have fewer pack- 
ages under the tree. And there are 
those credit cards. Personal bor- 
rowing has crept up from 26% of 
personal income in 1985 to 34% in 
2000; and the number of per- 
sonal bankruptcies has quadru- 
pled over the same period. The 
end may not be nigh, but it cannot be all that 
far away. Meanwhile, Ms Leffler has a pro- 
blem: “Anyone know where you can get a 
cheap sheep costume?" 
„——= 








LITTLE ROCK 


F FLORIDIANS feel embarrassed about 

their state's role in the presidential elec- 
tion, they might consider a consoling visit 
to the home of the current president. Ar- 
kansas attracted little attention during the 
voting, apart from making Republicans 
crow about the fact that it plumped for 
George W. Bush rather than Bill Clinton's 
vice-president. Yet it arguably presents a 
much worse picture of American vote- 
gathering. 

Things began nicely on the day before 
the election, November 6th, when the Re- 
publican governor, Mike Huckabee, called 
his state a “banana republic" on a national 
radio show. The Democrats, argued the 





governor, were carting black voters to 
the polls on Sunday after church “as if 
they were cattle in a truck". Mr Bush, 
Mr Huckabee said, had no chance of 
winning such a corrupt state. 

Mr Bush nevertheless carried Ar- 
kansas with 51% of the vote against Al 
Gore's 46%. Mr Huckabee came under 
fire from Arkansans of all sorts for 
painting the state in so unflattering a 
light. Most of the evidence, however, 
supports his judgment. As one of its 
more knowledgeable politicians ad- 
mits, “If the national spotlight was on 
Arkansas like it is on Florida, we'd be 
embarrassed." 

Pulaski County, which includes 
Little Rock, is generally held to be the 
most advanced in the state. Yet a visit 
to its main election office did not in- 
spire confidence. Boxes were scat- 





Voting, Arkansas-style 


tered everywhere in a ramshackle way. 
This time, 300 absentee ballots were not 
counted, because they were discovered too 
late to be certified. 

Arkansas, a poor state, has long made 
do with archaic voting machines. In some 
small towns old-fashioned paper ballots 
are still marked with a pencil and dropped 
into a cardboard box. The usual stories are 
circulating about ballot boxes mysteri- 
ously disappearing on the dark country 
backroads that stretch from the polling 
spots to the county courthouses where the 
votes are finally counted. There are also 
worries that plenty of people voted twice, 
delivering their extra contribution either 





by absentee ballot or by voting several 
days early (as they are allowed to do). 

Perhaps the biggest suspicion centres 
on an alleged shortage of ballot papers. In 
Miller County, near the Texas border, poll 
workers received ballots on the eve of the 
election at their homes. Although there is 
no hard evidence of ballots being tam- 
pered with, it is hard to imagine American 
observers watching an election in, say, Ni- 
geria approving of ballot papers sitting in 
somebody's sitting-room. 

On the other hand, new technology 
does not seem to have helped much either. 
Pulaski County's courthouse offered locals 
a chance to vote using touchscreen tech- 
nology. Some voters encountered pro- 
blems getting the screen to register votes in 
the right boxes. Some Republicans claim 
the machine would not accept votes for 
their party's candidates; others say 
they may have accidentally cast a bal- 
lot for a candidate they did not mean 
to choose. There was no paper copy, 
either to show people how they had 
just voted, or for later recounting. 

There was no really independent 
supervision of voting, only state offi- 
cials who were generally members of 
one or another party. The whole 
mood was disconcertingly relaxed. At 
a pre-election Republican rally with 
Charlton Heston, Mr Huckabee joked 
about the need for his troops to vote 
early and vote often. Later, he added 
that in Arkansas dead Democrats still 
have a habit of voting. Unsurpris- 
ingly, the rule among local politicians 
is that, to win, you need 50% of the 
vote—plus, if you really want to be 
sure, that handy little bit extra. 
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HE natural response to any election crisis is to find a scapegoat 

to kick. The obvious scapegoat for America’s current mess, it 
seems, is a 200-year-old institution designed (at least in part) to 
give a political edge to slave owners: the electoral college. 

Americans do not vote directly for their presidents. They vote 
to decide who wins their state's electoral-college votes. The num- 
ber of these votes is fixed by the number of people the state sends 
to Congress. Critics argue that this system stands an unacceptable 
chanceof producinga president wholost the popular vote. Two of 
the front-runners for the Democratic presidential nomination in 
2004, Hillary Clinton and Gray Davis, the governor of California, 
have already called for the college's abolition. Other worthies de- 
scribe it as "a dinosaur that should 
be retired toa museum”, “an appen- 
dage to an anachronism”, and “a 
train wreck waiting to happen". 

There isnothing new about such 
complaints. There have been more 
attempts to reform the electoral col- 
lege than any other bit of the con- 
stitution—more than 700 so far— 
and. aspiring reformers have in- 
cluded such diverse figures as 
Franklin Roosevelt and Richard 
Nixon. In 1969, the House passed a 
measure to replace the electoral col- 
lege by a nationwide popular vote. It 
was narrowly defeated in the Sen- 
ate, but cropped up again in 1977, 
when Jimmy Carter endorsed the 
idea. Now another bill to abolish the 
college is hanging around in Con- 
gress; others arê likely to follow. 

But would abolishing the elec- 
toral college produce a better sys- 
tem? Certainly, the college looks antiquated. (The “electors” take 
their name from the princes of the Holy Roman Empire, who se- 
lected the emperor.) And itis not easy to defend a system in which 
a few hundred possibly tainted votes in Florida may trump more 
than 200,000 votes nationwide. 

But, before dismissing an institution which, after all, produces 
a messy result like today’s only once every century or so, consider 
four questions. Will direct elections really reduce the likelihood of 
disputed elections? Will they provide presidents with clearer 
mandates? Will they reflect the “will of the people” rather than the 
machinations of hired guns? And will they preserve the federal 
principle that is at the heart of the constitution? 

The case for direct elections falls at the very first hurdle: they 
would in fact produce more disputed elections than the current 
system. The whole point of the electoral college is to magnify the 
margin of victory-in the popular vote. (In 1992, for example, Bill 
Clinton's 43% score in the popular vote translated into а 69% tally 
in the electoral vote.) The college also has the added advantage of 
confining doubts about narrow margins to a few states. Al Gore’s 
margin of victory in this year’s still incomplete popular vote is cur- 
rently less than 0.5%, the level that, in Florida, triggers an automatic 
recount. In this election-a direct election would have turned the 
entire country into a gigantic version of Palm Beach. 

Direct elections would also tend to provide fertile ground for 
minor parties, which currently find it hard to break through into 
national politics. The proliferation of minor parties might make it 
necessary to have more run-off elections to pick a clear winner, 
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thus lengthening the already over-long election campaigns and 
generating more wheeling and dealing as the small parties auction 
their votes.It might also increase the incentive for parties to appeal 
to theextremesratherthan to the middle. 

To some, that sounds acceptable enough: a touch of extrem- 
ism, after all, is just one of the prices we pay for democracy. But, in 
the absence of other controls on spending, direct elections might 
give even more power to free-floating political machines. Business 
and labour groups might have still more clout. Politics could de- 
pend even more on focus groups and attack ads. 

This, to be fair, is only speculation. A more certain casualty of 
direct elections would be the idea at the heart of American federal- 
ism: the belief that America is not a 
single state divided into adminis- 
trative units but a collection of 
partly sovereign bodies. Under the 
current rules, presidential candi- 
dates have to appeal to a broad 
swathe of states, courting governors 
for their endorsements, appearing at 
local rallies, learning about local is- 
sues. Changing the system would ei- 
ther lead the candidates to concen- 
trate more on national issues and 
national media markets, in effect 
excluding the smaller states from 
the political process, or turn them . 
into purely regional candidates bent 
on whipping uplocal resentments. 

The abolitionists’ case is not 
strengthened by the fact that scrap- 
ping the college would be exceed- 
ingly hard work. Abolition requires | 
a constitutional amendment that | 
has to be approved either by a spe- | 
cial convention or by two-thirds of each house of Congress апа | 
three-quarters of the state legislatures. It is hard to see a Republi- | 
can-controlled Congress pushing through such a measure, or the | 
requisite number of small statesorlocallegislaturesacquiescingin | 
something that radically reduces their power. An attempt to abol- | 
ish the college could eat up a lot of legislative time and in the end | 
produce little more than an even sharper cynicism about the | 
country's institutions. | 

Soshould America just sit back and accept the status quo?One | 
of the attractive features of the electoral college is that it is capable | 
of evolution. Remember that an institution currently regarded asa | 
bulwark against nationalising politics was set up, in part, to make | 
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myopic states think nationally. The better solution to the current 
problem liesin yet more evolution. 

The constitution gives the states the freedom to replace the 
winner-take-all method of allocating their electoral votes with a 
subtler system: they could split their votes by congressional dis- 
trict, and then give a bonus of two electoral votes to whoever car- 
ries the state outright. This is what happens already in Maine and 
Nebraska. It would deprive the system of some of its current 
crunchiness, and could give minor parties a bit more of an incen- 
tive to enter the fray. But it would bring the electoral-college vote 
more in line with the popular vote. And it mighteven increase the 
incentive for presidential candidates to campaign throughout the 
country: this time George Bush hardly appeared in New York, and 
Mr Gore virtually ignored Idaho. Kicking scapegoats is fun. But | 
sometimes some gentle reform makes for better government. | 
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THE AMERICAS 


Argentina's new struggle for 
confidence and growth 


BUENOS AIRES 


The success of a planned international loan agreement depends on politics, 
and on President de la Rua's leadership abilities, as much as on economics 


оК to any Argentine pundit, and he 
will quickly complain that foreign inves- 
tors have overreacted to his country's pro- 
blems. But by the end of the conversation, 
after listening to a litany of economic fore- 
bodings and complaints about the govern- 
ment, the visitor is tempted to believe that it 
is the locals who are exaggerating. 

Such is Argentina’s perplexing paradox. 
By most reasonable standards, the economy 
seems sound: the fixed exchange rate is not 
under pressure, the banking system is solid, 
exports are up 13% so far this year and the fis- 
cal deficit, at 2.8% оЁсрр, looks manageable. 
But unemployment stands at 15%, many of 
those in work have suffered wage cuts, and 
investment has slumped. After two years of 
stagnation and deflation, and two months of 
political infighting within President Fer- 
nando de la Rua’s coalition government, the 
nerves of investors have snapped. 

When the yields on Argentina’s bonds 
had soared to ten percentage 
points above those of the 
United States Treasury, offi- 
cials confirmed on Novem- 
ber 10th that they were nego- 
tiating a new bundle of loans 
from the mr. Including extra 
help from the World Bank 
and the Inter-American Dev- 
elopment Bank, and some 
contingency financing from 
private banks, the total might 
be $15 billion-20 billion. 

The agreement is in- 
tended to assuage fears that 
Argentina might be heading 
towards either devaluation or default on its 
debts. In fact, officials and their critics alike 
agree that devaluation is out of the question. 
Under Argentina's rigid currency-board 
scheme, not only is the exchange rate fixed 
by law, but in many respects the economy 
has already adopted the dollar. So, even if it 
wanted to, the government could not 
achieve a real depreciation of the peso, since 
local businesses would simply increase 
prices in line with any nominal devaluation. 
Opinion polls suggest that some 70% of Ar- 
gentines still support the currency board, 
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which they credit with banishing the hyper- 
inflation of the 19805. 

An unpleasant combination of disap- 
pointing growth and higher interest rates 
has sent Argentina's ratio of debt to GDP— 
the main indicator of a country's sol- 
vency—to over 50%. But much of the debt is 
long-term and officials insist that their debt 
difficulties are merely temporary. All it 
would take for the debt ratio to start falling 
again is annual economic growth of 3% and a 
two-point drop in interest rates, says Mario 
Vicens, the treasury secretary. 

The loan agreement would remove any 
worries that Argentina might be unable to 
raise the $19.5 billion it needs from financial 
markets next year—though a growing share 
comes from local pension funds, and only 
some $5billion ofthis would involve new in- 
ternational bond issues. In return, Argentina 
would undertake further fiscal reforms, be- 
yond those envisaged in an existing agree- 
ment with the mr. The over- 
allaimisto reassure investors 
that Argentina's fiscal posi- 
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De la Rua must listen to the streets as well as the markets 


tion, and thus its debt, is under control, while 
not choking off growth. 

Some of the details remain vague. But as 
well as structural changes in the public fin- 
ances, the proposed measures include a 
short-term loosening of fiscal policy, to take 
account of lower growth. The government 
has cut its estimate of economic growth next 
year to 2.5%. The target for this year's fiscal 
deficit will be relaxed, perhaps to $6.0 billion 
(2% of Gor), and to $6.4 billion in 2001. 

The structural reforms would include 
tightening up pension rules (raising the re- 
tirement age for women from 60 to 65. and 
obliging all workers to take out a private pen- 
sion, for example), and privatising some tax 
collection. But the most important of them, 
on which the mF is insisting, involves tighter 
restrictions on the central government's 
payments to the provinces. 

News of the loan talks has calmed mar- 
kets. But Mr de la Rua must now win political 
support for the fiscal reforms. His governing 
Alliance lacks a majority in Congress. and 
has been shaken by squabbles, culminating 
in the resignation last month of Carlos Alva- 
rez, the vice-president. Some of the fiscal 
proposals can be pushed through by decree. 
But not a new formula for financing the 
provinces. Officials were this week in diffi- 
cult negotiations with provincial governors 
from the Peronist opposition over a pro- 
posed five-year freeze on most spending. 

With ever more public discontent over 
the stagnant economy, and groups of unem- 
ployed activists staging protests, the gover- 






поте were said to insist ön increasing social: 


| spending. In fact, much more could be done 
with less money, since Argentina's social 
programmes are notoriously wasteful. 

In the end, a political deal is probable. 
Withacongressionalelectión due nextOcto- 
ber, the Peronists do not want to be blamed 
for sabotaging an imr loan. Even so, it could 
be tricky to shepherd the measures past 
Congress and the courts, 

Getting the economy moving again will 
depend on the government's ability to re- 
store confidence among investors and con- 
sumers. To that end, Jose Luis Machinea, the 
beleaguered economy minister, last month 
offered modest tax breaks on new invest- 
ment. Officials claim that reform of the la- 
_ bour laws, the deregulation of telecoms and 
health schemes, and steps to boost private 
_ investmentin infrastructure will all help. 

But critics argue that Mr Machinea's ap- 

proach is too cautious. The fixed exchange 
rate means that Argentina’s adjustment to 
external blows must take the form of falls in 
prices and wages, at the risk of a downward 
spiral of consumer confidence. 
"Under a currency board, the only way 
‘toget outof recession isto lower government 
spending and taxes,” argues Martin Redrado 
of Fundacion Capital, a think-tank. Tax in- 
creases last December helped to smother a 
“nascent recovery (see chart). Investment, 
hich boomed from 1991 to 1998, has dried 
up;consumer demand is stagnant. Given the 
strength of the dollar, turning Argentina into 
an attractive place from which to export 
. means cutting costs or increasing productiv- 
ity by around 20%, according to Jorge Forteza 
of Booz, Allen & Hamilton, a consultancy. 

After the flamboyance of Carlos Me- 
nem, who presided over Argentina for a de- 
cade, the voters seemed deliberately to 
choose a grey and cautious leader in Mr de la 
Rua. Yet many now complain that he is weak 
сапа indecisive; his approval rating has 
plunged to around 30%. 

The president's defenders point out that 
; Argentina has no experience of coalition 
government. They say that Mr dela Rua has 
now consolidated his power within the gov- 
ernment and is a natural consensus-builder. 
Af so, now is the time for him to show it. 
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LIGHT, or just a respite? President 

Alberto Fujimori left Peru this 
week for the Asia-Pacific Economic 
Co-operation (APEC) meeting in 
Brunei. Perhaps, after deciding to 
step down next July, only a year into 
his disastrous third term, he is eager 
for some final junketing. But some of 
hisopponents claimed he would not 
return, though officials denied this. 
In any event, Mr Fujimori's bungling 
interference in a corruption investigation 
into his fugitive former intelligence adviser, 
Vladimiro Montesinos, is prompting efforts 
toforce him toquit straightaway. 

The president's troubles date from the 
leaking in September of a video that showed 
Mr Montesinos bribing a legislator. That 
opened the lid on a cesspit under Mr Fuji- 
mori’s government. So far, the fugitive spy 
chief has been linked to foreign bank ac- 
counts containing $58m, and faces charges of 
murder and torture as well as corruption and 
money laundering. 

Hours after Mr Fujimori set off on Nov- 
ember 13th, opposition parliamentarians 
won a vote to oust the speaker of Congress, 
Martha Hildebrandt, one of his steeliest al- 
lies. She was censured for trying to pack a 
congressional committee that is to investi- 
gate Mr Montesinos. Her removal opens the 
way for Congress to vote on a motion pre- 
sented by an opposition congressman, Jorge 
Chavez, to declare the presidency vacant, on 
grounds of “moral incapacity”. Mr Chavez 
argues that Mr Fujimori is “dedicated only to 
covering up his crimes”. 

If nothing worse, the president’s behav- 
iour has been bizarre. He recently held a 
press conference to show off several dia- 
mond-studded gold watches seized ina raid 
on two apartments owned by Mr Montesi- 
nos. The raid was also said to turn up 63 suit- 
cases, some 120 suits and more than 1,000 
shirts. Not only were these items evidence 
that should have been deposited with the 
courts, but the “prosecutor” who led the raid 
turned out to be an imposter. The police in- 
volved are to be charged. 

Then came more embarassment. First, 
Roberto Escobar, a jailed Colombian drug 
trafficker, claimed that his notorious (and 
now dead) brother, Pablo Escobar, had given 
Mr Montesinos $1m for Mr Fujimori's 1990 
election campaign, though this seemed fan- 
ciful. Then a Mexican magazine published 
what it claimed was an “interview” with Mr 
Montesinos, in which he said the president 
was “desperate” to find him in order to “guil- 
lotine him”, but had himself played “an in- 
tegral part" in everything he did. 

A second video, leaked this week by a 









military officer, shows Mr Montesinos pre- 
siding at a dinner with Peru's military chiefs, 
including the current defence and interior 
ministers, in which he thanks them for their 
help in securing Mr Fujimori's victory in 
(rigged) elections last April and May. 

At last, Peruvians can expect indepen- 
dent investigation of all this skulduggery. 
Talks over democratic reforms between 
ministers and the opposition are bearing 
fruit. After a clean-out of stooges of Mr Mon- 
tesinos, a new attorney-general and a new 
head of the electoral board have been ap- 
pointed. Jose Ugaz, a respected lawyer, has 
been named as a public prosecutor and 
charged with investigating the spy chief. 

It may be only a matter of time before Mr 
Fujimori himself becomes the subject of 
such investigations. The opposition wants 
Valentin Paniagua, a veteran democrat, to 
become the new speaker of Congress, since it 
sees him as a suitable caretaker president 
were Mr Fujimori to be ousted. But the oppo- 
sition cannot yet be certain of winning a vote 
on the presidency. Mr Fujimori may hang on 
for a while. Even so, his iron grip on Peru is 
long gone. And the chances that he will be 
called to account for his decade-long associ- 
ation with Mr Montesinos are rising. 
—— —Ó | 


Colombia 


Bifarcation 


BOGOTA 


| ене more than two years ago by 
President Andres Pastrana amid much 
optimism, the peace talks between Colom- 
bia's government and the guerrillas of the 
Revolutionary Armed Forces of Colombia 
(ЕАС) have made little progress. As fighting 
went on regardless, an increasingly disillu- 
sioned majority. of Colombians believed 
that Mr Pastrana had made too many unre- 
quited concessions. The ғавс dissented: on 
November 14th, it announced that it was 
"suspending" the talks. 

Since in theory the two sides had been 
due to start discussing ceasefire proposals, 
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this was a setback for Mr 
Pastrana. The Farc said it 
wanted the government to 
"clarify" its position to- 
wards the right-wing para- 
militaries, and to take mea- 
sures against them. 
Ironically, pressed by the 
United States, which has 
granted $1.3 billion in mili- 
tary aid to Colombia this 
year, last month the gov- 
ernment had done just that. 
It sacked 388 officers, most 
of them because of alleged 
links with the paramilitaries, in its biggest 
purge of the security forces ever. 

What had upset the ғавс was a meeting 
earlier this month between Humberto de la 
Calle, the interior minister, and Carlos Cas- 
tano, the leader of the United Self-Defence 
Force of Colombia (auc), a loose co-ordinat- 
ing body for the paramilitaries. Such a meet- 
ing was unprecedented. Mr Castaño 
achieved it by kidnapping seven members 
of Congress, saying he would not release 
them until he had spoken to the minister to 
convey his criticisms of the government's 
handling of the peace talks. 

The government refuses to admit the 
AUC to the peace talks. But many officials say 
it will have to be brought in eventually, if 
peace is to be achieved. That infuriates the 
FARC. It claims the paramilitaries are simply 
anorgan of the state, used to fight a dirty war 
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Enabled president, 


CARACAS 


E HAS a tailor-made constitution 

and an absolute majority in the 
brand new, single-chamber National As- 
sembly. But that is notenough for Venezu- 
ela’s president. This week Hugo Chavez 
signed his second “enabling law” in less 
than two years, authorising him to legis- 
late by decree in matters ranging across 
the economy, crime and “the organisation 
of the state”. 

Most of the opposition parties ab- 
stained from voting on the law. They said 
they agreed with some of it but wanted to 
discuss each section separately. The entire 
law, however, was bulldozed through. 

Enabling laws were not invented by 
MrChavez;they havea long, and less than 
honourable, history in Venezuela. The 
government's argument on this occasion 
is that the assembly lacks the time re- 
quired to pass around 80 laws needed 
quickly just to adapt the legal framework 
to the new constitution. 

That argument might carry more 
weight if the government were clearer 
about its own legislative plans. In fact, it 
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disabled citizens 


against civilians. 

The government insists 
that Mr de la Calle was 
merely on a humanitarian 
mission to rescue the kid- 
napped parliamentarians. 
In fact, the rarc has 
seemed anxious for a pre- 
text to put the talks on ice 
since the United States ap- 
proved its aid. Much of this 
is to pay for an attack on the 
cocaine industry in Putu- 
mayo, a FARC-dominated 
area. The guerrillas have re- 
sponded with a two-month armed blockade 
in the province. In many villages, food and 
fuel ran out long ago; Puerto Asis, the main 
town in the area, is surviving thanks only to 
government airlifts. 

The blockade appears partly aimed at 
the paramilitaries in Puerto Asis, who have 
been paying a higher price for coca than the 
FARC, threatening the guerrillas’ hold over 
the drug industry. The army is now trying to 
regain control of the area; it claims to have 
killed 20 guerrillas. 

It is not the first time the rarc has sus- 
pended the talks over the paramilitary issue. 
In January 1999, they were frozen for four 
months, until Mr Pastrana sacked twogener- 
als. Unwelcome though it is, the hiatus is no 
more likely to prove permanent this time 


than it did last year. 








has prepared few, if any, pieces of draft 
legislation. Some critics point to the ex- 
perience of Mr Chavez’s previous en- 
abling law, which, after months in which 
it lay around unused, was deployed to 
rush through more than 40 decrees at the 
last moment. 

Mr Chavez leads a “revolutionary” 
movement that made a huge fuss about 
the new constitution’s division of govern- 
ment into five branches (with citizens’ 
and electoral branches as well as the usual 
executive, legislature and judiciary). That 
suggests many checks and balances. In 
practice, however, his supporters have 
seemed eager to grant ever more power to 
an already dominant presidency. 

The next job is tochoose new Supreme 
Court judges and the heads of the citizens’ 
branch of government (the public pros- 
ecutor, comptroller and ombudsman). 
The new constitution promises a large role 
in this to "civil society". It is no surprise 
that that tums out to mean the pro-gov- 
ernment majority in the legislature. Inde- 
pendent citizens need not apply. 








THE AMERICAS 
Haiti 
The inevitable 
president 


PRESIDENTIAL election is due on No- 

vember 26th, and a swearing-in cere- 
mony in January, but both will be formali- 
ties. Jean-Bertrand Aristide is not only 
already as good as elected, he is already as 
good as president. The current leader, René 
Préval, was just the filling in an Aristide 
sandwich. When he hands over the sash of 
office to the once and future president, he 
willsimply be makingofficial the power that 
Mr Aristide, his mentor, has been exercising 
through him for the past five years. 

In one way this is weicome. For most ОЁ 
Mr Préval's term, there has been deadlock. 
The opposition, in protest at what it says 
were rigged Senate elections in 1997, blocked 
most legislation in Congress, including that 
needed to hold the next set of local and con- 
gressional elections. Mr Préval started ruling 
by decree. For three years no budgets were 
passed and foreign aid was suspended. Not 
until May this year was an election held, 19 
months late, and won overwhelmingly by 
Mr Aristide's Lavalas Family party. Once he 
is formally in power, with a Congress that 
does his bidding, Mr Aristide should be able 
to push his agenda forward. 

The trouble is what that might be. Mr 
Aristide first swept to electoral victory in 1991 
at the head of a huge popular movement, 
promising social justice and democracy after 
decades of dictatorship. He was overthrown 
by a military coup, but then restored to 
power by American troops in 1994. 

Theeventsofthe past year suggest hisin- 
tentions have changed. A wave of murders 
of opposition leaders and candidates pre- 
ceded the May election. The election itself, 
say opposition parties and foreign observ- 
ers, was once again crooked: several Senate 
seats that should have gone to a second 
round were awarded straight to Lavalas. Last 
month agroupof police officers was charged 
with plotting a coup, after they had revealed 
whatthey claimed were Lavalas plans todis- 
rupt and steal the May election. 

All this has given the main opposition 
parties an excuse to boycott the presidential 
ballot—a welcome way for them to save face, 
since none would have come close to defeat- 
ing the far more popular Mr Aristide and his 
well-organised party. It has also reinforced 
fears that Mr Aristide wants absolute power. 
He will certainly have it. The question is 
whether he will use it to start tackling Haiti's 
appalling poverty, rising crime, drug- 
ficking and general disintegration; or 
whether, as many fear, he is just another dic- 
tator, albeit of the left and thinly disguised. 
So far, the signs are not encouraging. 
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INTERNATIONAL 


ls Syria really changing? 


DAMASCUS 


Syrians feel politically freer under their new president. But they cannot yet 


tell whether the change is genuine 


ECONCILING the two faces of Syria's 

newish president presents a problem. 
"The leader to unveil a new era" say the slo- 
gans beneath Bashar Assad's ubiquitous 
portrait on the streets of Damascus. “То- 
gether with Bashar we'll continue on the 
road of his father" is the message on the same 
portrait inside the capital's political-intelli- 
gence headquarters. To the security forces, he 
is a graduate of the Homs military 


lease of all 1,500 political prisoners and a free 
press. They call it Syria’s Charter 77. 

Ever since the fall of Nicolae Ceausescu 
in Romania, Syrians have been waiting for 
Eastern Europe's revolutions to ripple their 
way. Now they are confused. Is a new civil- 
rights movement really awakening? Or are 
intellectuals being co-opted into siding with 
ashaky but seemingly reform-minded pres- 


money-making amnesty for Syrians who 
fled abroad to dodge military conscription 
{they have had tocough up $5,000), Mr Assad 
has not done much beyond clearing his fa- 
ther’s in-tray. He knows what needs to be 
done, but not how to do ir, say some. Others 
say that he is not free to decide. 

Compared with his father, Bashar is just 
one baron among many, and not necessarily 
the most powerful. His own clan has much 
to fear from reform. Baath Party appa- 
ratchiks wonder where their money will 
come from if they can no longer nominate 
the heads of industry. Investment laws, al- 
lowing competition, are approved by the 
cabinet one day, and rejected by the Baath- 
dominated parliament the next. If the army 
cannot use its private road into Lebanon as a 
tax-free conduit, how will it dodge the 250% 
duty on cars and other luxury imports? 

The economy cannot afford such 





academy, and the best guarantor of 
his father's one-party state, in which 
the mukhabarat, or intelligence 
agencies, pull the strings. To others, 
heis an eye doctor, trained in Britain, 
who is out to modernise Syria. But to 
one and all, he remains the shadow 
of his father, Hafez, who dominated 
the country for 30 years until his 
death last June. 

With the old man gone, politics is 
spilling out of Damascus's cafés on to 
the streets. Syrians are rediscovering 
political activity. “Independent” 
members of parliament are suddenly 
becoming almost, well, independent. 
In defiance of the country's emer- 
gency regulations, one free spirit, 
Riad Seif, is faxing texts of his outspo- 
ken parliamentary speeches to news 
agencies because parliament leaves 
them out of its minutes. He has also 
set up an association, called the 
Friends of Civil Society, and invited scores of 
dissidents into his home. At weekly debates, 
speakers fondly recall an age when the 
streets were not stalked by stony-faced men 
with their hands down their baggy trousers, 
fondling Kalashnikovs. 

Dissidents find they can meet unim- 
peded. On occasion, the official press even 
gives them a voice. Two days after an eco- 
nomics professor, Arif Dalila, publicly called 
on people to take to the streets, Al Thoura, 
the daily organ of the mukhabarat, pub- 
lished two pages devoted to his critique of 
Assad-seniors economic management. 
Civil servants write petitions to the president 
appealing for an end to military rule. And 99 
writers and artists have signed a charter de- 
manding the lifting of martial law, the re- 
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His father’s son, both of them 





ident as he tries to consolidate his grip on 
power? The signs are mixed. 

At his inauguration last July, Mr Assad 
waved the banner of reform and instructed 
the authorities to respect “the other opin- 
ion”. But not all have complied. Syrian jour- 
nalists airing the reform platform have been 
banned, and foreign newspapers have been 
censored. Mr Seif’s association has not yet 
got a licence. The promised anti-corruption 
programme is stalled. And for all the fanfare 
about a computer society, Syria’s Internet re- 
mains inchoate and restricted. 

This week, the long-heralded release of 
political prisoners began with the president 
ordering 600 of them, belonging to various 
banned groups, to be freed. A draft law offers 
a wide amnesty. Otherwise, aside from a 


capers. The high oil price has eamed 
the regime a temporary reprieve, but 
Syria’s oil wells, its largest source of 
hard currency, are expected to run 
dry in a decade. And though a 25% 
salary increase sounds generous, a 
standard state salary is still only $120 
a month, and the unemployment 
rate is among the region’s highest. 
The longer the inaction, say dip- 
lomats, the more evolution will 
evolve into revolution. 

Faced with pressures within and 
without, some analysts already de- 
tect early signs of the Assad legacy 
unravelling. In Lebanon, hitherto 
Syria’s satellite, parliament has spent 
an unprecedented five days debating 
Syria’s continued military presence, 
months after Israel’s withdrawal. 
Walid Jumblatt, a Druze leader and 
former Syrian stalwart, has joined the 
chorus of Maronite church leaders 
demanding the removal of Syria’s 35,000 
troops. In response, Syrian troops are said to 
nave been sent to Mr Jumblatt's heartland in 
the Chouf mountains. 

Syrian hardliners are already urging a 
clampdown before Lebanese dissent gets 
out of control. Inside Syria, they give warning 
that protests could spread from secular re- 
formists to the Muslim Brotherhood. Syria’s 
Islamist movement has recently shown signs 
of coming back to life, nearly 20 years after 
30,000 people were brutally massacred in 
Hama in 1982. Supporters of the regime also 
shy away from talk of democracy, seeing it as 
a ploy to transfer power from the Assad fam- 
ily’s minority Shia sect, the Alawites, to the 
Sunni majority. Although Baath Party ideol- 
ogy is secular, a person’s religious sect re- 
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mains the prime badge of identity. 

Yet in a country riddled with religious 
minorities, all of them suspicious of Sunni 
revivalists, Mr Assad still represents consen- 
sus, the protector of the status quo. More- 
over, unlike the leaders of the old one-party 
states in Eastern Europe, he enjoys western 


support. The resurgence of Palestinian— 
Israeli fighting could help him, diverting at- 
tention and uniting the ranks. It allows him 
to dismiss challengers, such as Lebanon's Mr 
Jumblatt, as agents of Israel. More important, 
it bolsters the case for continued military 
rule in Syria, at least for a while. 

а 





Palestinians 


Not intifada, this time it's war 


GAZA 


It began as a popular uprising but is developing into guerrilla war 


EDNESDAY, November 15th, had 

been one of the dates pencilled in for 
Yasser Arafat to declare an independent Pal- 
estinian state. Instead, his Fatah movement 
called on Palestinians to "realise sover- 
eignty" by liberating the West Bank and 
Gaza from Israeli occupation—which cur- 
rently entails the "siege" of eight cities and a 
blockade on their goods, services and peo- 
ple. It is, said a Fatah flyer, “а battle between 
the will of the soldiers and settlers, and the 
will of the Palestinian masses." 

A battle it surely is, as Israel uses ever 
greater military and economic force to sup- 
press the intifada (uprising), and the Pal- 
estinians use guerrilla methods to keep it go- 
ing. Mr Arafat himself shows no willingness 
toquell the intifada on Israel's behalf. Оп the 
contrary, he is travelling the globe to ensure 
that his people's “uprising of truth and jus- 
tice" remains high on everyone's mind. 

His latest stop was at the Islamic summit 
in Oatar, held on November 12th to 14th. The 
56 members of the Islamic Conference man- 
aged only an "invitation" to Islamic coun- 
tries to sever ties with Israel, rather than any 
sort of obligation to do so. As at the Arab 
League summit in October, Mr Arafat had to 
be satisfied with the promise that there 
would be no peace in the Middle East with- 
out Palestinian sovereignty over East Jerusa- 
lem, plus pledges of financial support to his 
beleaguered people. 

The cash is sorely needed. Even before Is- 
rael imposed the latest clampdown, the Pal- 
estinian Authority (PA) was estimating losses 
of about $iom a day since the violence 
erupted on September 28th. The main cause 
has been the loss of 125,000 Palestinian jobs 





Palestinian pupil of Hizbullah 


in Israel, and the drying up of revenue from 
their taxes. The European Union gave an 
emergency loan to pay the salaries of the pa’s 
100,000 or so employees last month, and 
similar donations have come this month 
from Saudi Arabia and Kuwait. 

The common Palestinian refrain is that 
“this is not an intifada, this is war." The Israe- 
lis, say the Palestinians, are determined to 
impose a military solution, thus forcing the 
Palestinian side back to the negotiating table 
on Israel's terms. As evidence, the Palestin- 
ians lista number of things. First, the scale of 
casualties—so far, over 200 Palestinians have 
been killed (eight people, one a German doc- 
tor, on Wednesday), and 7,000 wounded. 
Then the economic blockade and the blast- 
ing, by helicopters and tanks, of Pal- 








Invited, not obliged 

Arab relations, or broken relations, with Israel 

Egypt Retains full diplomatic relations 

Jordan Retains full diplomatic relations 
Mauritania Retains full diplomatic relations 

Oman Closed trade office on October 12th 
Tunisia Closed interests section on October 22nd 
Morocco Closed interests section on October 23rd 
Qatar Closed trade office on November 9th 
Sources; The Economist: САА) 
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estinian residential areas near Jew- 
ish settlements in order to clear 
away the inhabitants, and prevent 
gunmen moving in. There is also the 
summary execution of people be- 
lieved to be the leaders of the upris- 
ing, and the bombing of their offices. 
After a Fatah leader (and two 
women) were killed by rockets 
launched from helicopters on No- 








62 


vember oth, three more Fatah men 


were shot dead in Gaza. 

A similarity with Lebanon emerges. 
During its 22-year occupation of southern 
Lebanon, Israel appeared to hope that if it 
lopped off the head of the resistance, the tail 
would eventually wither. And the conse- 
quence, too, is eerily similar to Lebanon's: 
Fatah groups increasingly forswear “peace- 
ful” (stone-throwing) protests in favour of 
armed guerrilla assaults on Israeli soldiers 
and settlers. The Palestinian aim is as pre- 
meditated as Israel's. "We are moving the 
front line away from Palestinian civilian ar- 
eas to the settlements and military camps,” 
says а PA security source. 

Itisa move that is having a Lebanon-like 
effect on Israeli opinion, or so the Palestin- 
ians hope. Between November 10th and 
14th, six Israelis, four of them soldiers, were 
killed by Palestinian roadside attacks in 
Gaza and the West Bank (bringing the total 
number of Israeli deaths in this bout of vio- 
lence to 24). Each one of those soldiers died 
defending outposts and settlements that 
most Israelis are aware will probably be re- 
moved in any negotiated agreement with 
the Palestinians. On November i3th, Israel's 
Peace Now movement and Meretz party ex- 
plicitly called for these outposts to be re- 
moved. The same sentiment can be read on 
the faces ofthe soldiers who guard them. 

The Palestinians believe that Israel can- 
not sustain losses incurred by keeping hold 
of settlements deep in the heart of Gaza and 
the West Bank. But can the Palestinians sus- 
tain their own losses? In this cruel war of at- 
trition, the answer to that is also uncertain. 

Mary Robinson, the uN human-rights 
commissioner, gave one response when she 
toured the territories last weekend. In Gaza, 
she saw children in hospitals whose eyes 
had been blown out by Israeli bullets. In He- 
bron, she saw 40,000 Palestinians kept under 
curfew for six weeks so that 235 Jewish set- 
tlers, armed to the teeth, could go about their 
business. At a meeting of Palestinian hu- 
man-rights groups in Gaza, Mrs Robinson 
remarked that rarely had a people been in so 
obvious need of international protection. 
= a 





Spreading 


FLURRY of good news in the past week 
allows Sierra Leoneans to catch their 
breath, briefly. A British naval ship, нм$ 
Ocean, anchored near Freetown, the capital. 
Several hundred marines came ashore, reas- 
suringly accompanied by guns, armoured 
cars and helicopters. Gunboat diplomacy 
jogged political talk. On November 10th, as 
the ship steamed near, rebels of the Revolu- 
tionary United Front (Rur) signed a new 
ceasefire with the government. 
The 30-day truce comes just as the rainy 
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season ends, a moment 
that often heralds a re- (INDIA 
sumption of fighting. Al- — gonak 
ready travel outside the 
capital, especially to the 
south where the rebels are 
weak, is becoming easier. 
“It has become increas- 
ingly clear that the rebels 
cannot carry on with busi- 
ness as usual," boasted the 
information minister, Ju- 
lius Spencer, this week. 

If only that were so. In truth, both the RUF 
and the government see the truce as a tactic 
to gain time and prepare for later fighting. 
The rebels are divided over who should be 
their leader and are wary of the British 
troops. For its part, the government's army is 
not yet ready to attack rebel-held areas in the 
north and east, where diamond fields pro- 
vide the means to buy guns. 

These diamond fields, on the country’s 
borders with Guinea and Liberia, are pivotal 
to a war that has lasted nearly a decade. Al- 
though the rur claims to have some political 
goals—it says it opposes the pervasive cor- 
ruption in Freetown—it survives through 
looting, diamond trading and the support of 


GUINEA 





Liberia’s government. 

The Liberian president, 
Charles Taylor, may now be 
encouraging the spread of 
the war to Guinea. Claiming 
that Guinea is backing re- 
bels in Liberia's Lofa county, 
he seems, in retaliation, to 
have sent the кпк to attack 
Guinea. This intensifies the 
risk that Guinea could fall 
victim to the sort of brutal 
war both Liberia and Sierra Leone have al- 
ready suffered. The Guinean government 
this week postponed parliamentary elec- 
tions, citing security reasons. 

Guinea claims that as many as 600 of its 
people have been killed since serious fight- 
ing broke out along its borders in September. 
This week fighting was reported in Yagouya 
and in the Kindia region, not far from the 
capital, Conakry. And the un High Commis- 
sioner for Refugees said that over 22,000 
Sierra Leoneans, who had been sheltering in 
Guinea, had fled back, some to camps near 
Freetown. More fighting is expected along 
the borders, despite efforts by the regional 
organisation, Ecowas, to monitor the area. 
= 








A tiny, but unusual, 


ACCRA 


OT many African countries go in for 

public debates between presidential 
candidates before an election. During the 
campaign, most ruling presidents make 
sure their own words are, as usual, the first 
item on the national news. They are swept 
from meeting to meeting by presidential 
motorcade or helicopter. They use local 
government offices as their campaign 
headquarters and local officials as party 
workers. The idea of meeting an opposing 
candidate face to face is abhorrent. 

And remains abhorrent. But Ghana, 
which will be voting for its president on 
December 7th, caused a bit of a stir last 
month when it held its first presidential 
debate ever, organised by the Freedom Fo- 
rum, an American foundation, in collabo- 
ration with the Ghana Journalists Associ- 
ation. The 90-minute exchange gave six 
candidates two or three minutes apiece to 
present their parties’ ideas. Introducing 
the candidates took a lot of time, so did 
questions from the audience. 

The six used their two minutes chiefly 
to talk about the economy, hit by dearer 
oil imports and falling prices for Ghana's 
main exports, gold and cocoa. Most of 
them tried to think of ways of cutting in- 
terest rates, now a crippling 45-50%, and 
(perhaps contradictorily) of putting more 
subsidies into agriculture. One called for 





debate in Ghana 


the end of economic liberalisation and the 
“domestication” of the economy. A can- 
didate who is a doctor said he would in- 
troduce a health-insurance scheme. 

Informal polls afterwards suggested 
that most viewers liked the debate, and 
wanted more of them. Unfortunately, this 
one’s plausibility was diminished by the 
absence of the man whois probably going 
to win the election. Professor John Atta 
Mills is the current vice-president, the 
candidate of the ruling party, and the man 
whom Jerry Rawlings, who has ruled 
Ghana since 1982, wants to succeed him. 

Despite these advantages—or per- 
haps because of them—Mr Atta Mills de- 
clined to take part in the debate, com- 
plaining of his “busy schedule”. There 
may also have been official disapproval of 
the role of the Freedom Forum. The com- 
munications minister, John Mahama, 
said the government would not “dance to 
the tune of foreigners”. 

But the government got its voice heard 
a few days later when Mr Atta Mills organ- 
ised a solo performance to set out his 
agenda on television, and answer ques- 
tions from journalists. Unlike his oppo- 
nents, he was given a whole hour. “It 
would have been a crime to confine such 
an intellectual man to two or three min- 
utes,” explained Mr Mahama. 
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Sudan 


Lost boys found 


KAKUMA, KENYA 


HEstrange tale of the Lost Boys of Sudan, 
a roaming band of orphaned children 
trapped in East Africa’s wars, has caught the 


interest of distant celebrities. An American _ 


movie-maker, Oliver Stone, has just finished 
using the boys as extras in a film he is mak- 
ing. More important, their saga warmed the 
hearts of America’s immigration authorities 
who decided to open the door to 3,800 of the 
youngsters who had pitched upin a campin 
Kenya. The largest ever resettlement of unac- 
companied minors began last week. So far 
120 have been flown from Kenya to new 
homes across the United States. 

The refugees, at first 17,000 boys with a 
handful of girls, fled to Ethiopia in 1988 as the 
civil war in southern Sudan grew worse. 
They were escaping the press-gangs of the 
Sudan People's Liberation Army (sPLA). Boys 
as young as six, already toughened by a tribal 
childhood of cattle-herding, are prized by 
the sPLA, which uses them to fight the Mus- 
lim government in Khartoum. The escaping 
boys, marshalled by 100 or so adult guard- 
ians, trekked across the border to sanctuary. 

But civil war in Ethiopia, accompanying 
the 1991 overthrow of the dictator, Mengistu 
Haile Mariam, forced them to flee again. Shot 
at by Ethiopians, dive-bombed by Sudanese 
government aircraft, the children set off, 
banding together as best they could. Hunger, 
swollen rivers and war took a heavy toll. 
Lions picked off half-starved stragglers. Two 
years later just 12,000 youths had made the 
950km (600-mile) walk to northern Kenya. 

Since then many have drifted away and 
а few have agreed to fight with the spLA. But 
nearly 4,000 stayed on in the camp at Ka- 
kuma, a tinder-dry patch of savannah some 
120km from the border with Sudan. They 
found themselves unable to merge into Ken- 
ya's local ethnic groups—or to return home. 
They would find little welcome in war-torn 
southern Sudan. Most of them have missed 
the initiation rites—scars and the removal of 
bottom teeth—that are considered essential 
precursors to marriage and manhood. None 
isin contact with his family. 

The generous offer cf new homes, en- 
couraged by the uN High Commissioner for 
Refugees, has meant splitting the band of 
boys from each other and from their guard- 
ian "uncles", who have not been offered the 
chance to resettle. The youngsters know little 
of what is in store in America. "When I get a 
job! will buy new teeth,” enthused one, who 
was sent off to Boston halfway through his 
rites of passage. “I will return to Sudan and 
fight for the spa,” pledged another. There 
will be more scenes to play before there can 
bea happy ending to the Lost Boys trek, 
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JOHANNESBURG 


HEREVER there are television sets, 

children watch “Sesame Street". The 
furry Muppet puppets teach children to 
read, write and be nice to each other in 140 
countries, and the show has been adapted 
to fit dozens of different cultures. But in 
South Africa many families are too poor to 
own a television set. So last month, for the 
first time anywhere in the world, the show 
started being broadcast over the radio. 

This posed a few problems. How can 
radio listeners see the letters of the alpha- 
bet they are being taught to recognise? 
How can you teach basic arithmetic with- 
out illustrative piles of coins or beans? 
How will children appreciate the way that 
Big Bird walks if they cannot see him? 

The programme's educational content 
is all the more important in South Africa 
because the country's schools are so la- 
mentable. The apartheid regime neglected 
black education. The first democratic gov- 
emment wanted a higher proportion of 
black teachers. But in its zeal to restructure, 
it found that it had pensioned off many of 
the best teachers, some blacks included. In 
parts of South Africa, says Julie Frederikse, 
a director of the show, "You can give a kid a 
book and they don't know how to open it." 

Ms Frederikse hopes that “Takalani 
Sesame”, as the programmeiscalled (Taka- 
lani means “Be happy” in Venda), will help 
to deal with this by persuading children 
that reading is both fun and useful. Char- 
acters read aloud from books, either telling 
stories or commenting on the pictures. Lis- 
teners can hear the pages turn, Episodes il- 








Nigeria 
Cruelty under 
the microscope 


LAGOS 


OLICE beat back the crowds outside the 
old parliament building in Lagos last 
week as Nigeria's new human-rights com- 
mission started its hearings inside. The crush 
had not formed, however, because of any in- 
terest in the hearings but because of a traffic 
snarl-up. And the police had brought out 
their whipsonly to ease the way for a car be- 
longing to a senior military man passing by. 
Nigerians, who live with a bitter legacy 
of state cruelty, tend to be indifferent to the 
principle of human rights. Combating this, 
and inspired by South Africa's Truth and 
Reconciliation Commission, President Olu- 
segun Obasanjo set up the seven-member 
commission last year. The panel's hearings, 
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MS IUe 


Muppets invade South Africa 


Р” 


lustrate how handy it is to be able to read 
signs, or list familiar words that begin with 
a particular letter. Songs help children 
learn to count. Recordings of cows mooing 
and minibus taxis being repaired make 
sure that both urban and rural children 
feel included. 

Much of this is easier to do with pic- 
tures and, for the better-off, a television 
version of “Takalani Sesame" began trans- 
mission in July. But radio has some advan- 
tages. It reaches more people, and those it 
reaches, being largely poor, are more likely 
to need a leg-up. Radio also requires more 
intense concentration than television, 
which is a useful habit to gain. Since tradi- 
tional African society, like Victorian Brit- 
ain, expects children to be seen and not 
heard, under-sixes find the hubbub of 
children’s voices on “Takalani Sesame" 
particularly attention-grabbing. 

A Middle Eastern version of “Sesame 
Street” ran into problems when the Pal- 
estinian and Jewish muppeteers could not 
agree on who owned the land where the 
muppets lived. Despite South Africa’s tur- 
bulent history, “Takalani Sesame” has en- 
countered no similar problem. But South 
Africa's п official languages make life a bit 
complex. The television version tries to 
cram all 11 into one programme, which 
means that most are "celebrated" rather 
than taught. 

The radio show avoids that difficulty 
by being broadcast both in Zulu and in 
Xhosa, with a Sotho version to come. Since 
the children will eventually have to learn 








Be happy, says Moshe 


English (not much is published in African 
languages) English is mixed into each 
show. But the producers are adamant that 
children cannot master English until they 
have learned to think clearly in their own 
tongue. 

As for the final question: no, there is no 
Big Bird in “Takalani Sesame”. Instead, 
there is a large, Zulu-speaking meerkat 
(mongoose) called Moshe. The creators 
chose a meerkat because it is native to 
South Africa, because it gets less attention 
than lions or elephants, and because male 
and female meerkats share the task of 
looking after their young in a more enlight- 
ened way than most other animals. 








which began in Abuja last month, will take 
place in five Nigerian cities, and last until 
March 2001. The commissioners have been 
swamped with 10,000 petitions, ranging 
from complaints about everything from un- 
fair dismissal through murder to ethnic po- 
grom. Most date from the 1990s and the late 
Sani Abacha’s particularly brutal rule, but 
some go as far back as the 1967-70 Biafran 
war. The commission is looking into the 200 
most pressing cases. 

The long years of military rule since the 
country's first coup in 1966 have left a trail of 
victims, the best known of whom was Ken 
Saro-Wiwa, a minority activist who was 
summarily hanged in 1995. They even in- 
clude Mr Obasanjo, who in 1995 was jailed 
for three years. The president has also prom- 
ised to appear if summoned to answer ques- 
tions about hisown military rule in the 1970s. 

Among cases heard this week were the 
shooting dead of the son of a former justice 
minister, weeks after the minister had re- 
signed from Abacha’s government, and the 





detention of the presumed winner of the 
1993 presidential election, the late Moshood 
Abiola. A petition from the Nobel laureate, 
Wole Soyinka, is due in the coming weeks. 

Itall sounds splendid. But critics wonder 
if the commission has the teeth, or whether 
the government has the will, to bring about 
real change. The panel hearings seem irrele- 
vant to many Nigerians. Although military 
rule has ended, the cruelty continues. 

Last year, Mr Obasanjo sent the army 
into a town in the oil-rich Delta region, and 
the soldiers destroyed it. Violence is wide- 
spread. The judicial system barely functions; 
the prison population, after an initial dip, is 
rising again, with many people held on du- 
bious grounds. State governments have ei- 
ther failed to prevent, or even encouraged, 
vigilante mobs from carrying out public 
lynchings of suspects. And more than a year 
into civilian rule, the struggling police force 
still holds as firmly as ever to its reputation 
for incompetence, brutality and corruption. 
— кп 
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Flying means more {О us 
than getting you from 
point A to В comfortabl 
and hassle-free. For us, 
flying is a passion. 

A passion that has mad 
us what we are today: 
With 87 flights a week 
from Asia to Frankfurt 
and most convenient 
connections to over 
100 European cities, 
there really is по better 
way to fly. For further 
information visit us at 
www.lufthansa- 
asiapacific.com 


ected by Air Transpor 





In any event,a variety 
settled at Nice still divides 
The French, like the British, remain fai 
“reluctant than thé Germans to agre 


wide extension of majority votingint 
- Council of Ministers, where the 15 
ments are represented. The French, like th 
British, are especially determined to keer 
their vetoin foreign policy: and defence. 
Yet another irritant is the Germans 
"keennesstore-weight voresin the Co 
reflect population; at present they 
same number as France, Britain | 
~The French agree that the kU's small cou 
tries have too; big a vote. But they are stil 
twitchy when the Germans suggest that, | 


n P ; ЕС " z | cause their country is a third bigger in popu: 

PA | Р i SIS : : Ў = Jation than any other eu member, it shoul 
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have more votes than any other. Вас 
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Still the best of friends in the ис 
Franco—German motor? Dude unm by. кову, across the. is 


French are against that too. 













BERLIN AND PARIS i 
French were annoyed when Josê ka 
A bout of edginess between the French and German governments could make Сеппапуѕ Green foreign mini 
it harder for the European Union to reach agreement next month in Nice on | nounced—without consulting his û 
the changes needed to bring in new members in Paris--an entry date for the first b 
countries seeking to join. They wi 
ITH three weekstogobeforetheEuro- — niorjobon the planning staff ofthe eu'sem- — when Gerhard Schroder, Germany's 
pean Union's leaders gather in Nice, bryonic rapid-reaction force. At the end of ... cellor, called for yet another "inter-go 
nerves are jangling—and nowhere more so the meeting, Europe's leading pair did not mental" conference, perhapsin 2004, toclar 
than in Paris and Berlin. The trouble, once even make the usual protestations of eternal  ify the division of powers between the EU 


again, is that France and Germany, the two friendship. and the countries belonging to it: the French 
countries that have driven the Union ever Another reason for the jangling nervesis feared that that might bea way of putting off 
since its inception—and in its various that both countries leaders (for France, that — decisions that should be taken at Nice. And 

. Suises—are not seeing eye to eye. means both its conservative president, they wereannoyed by Germany's unilateral 


It would be premature to say that the — Jacques Chirac, and its Socialist prime min- announcement last month, again without 
Nice summit will fail. The aim is to sign а ister, Lionel Jospin) are again thinking about | prior consultation, of its decision to recog- 
г document there to reform the mechanics of elections, even though they are more than nise North Korea. 
` the eu toenable it tooperatewithadozenor year away. Mr Chirac, in particular, fearshe ^ The list of frictions goes on—and the i is- 
sonew members, mostofthem from Eastern 15 unlikely to keep the presidency without sues are by nomeans all petty. The German 
Europe. A last-gasp agreement is still widely looking good on the world stage, where ате keen for the Eu to expand to the east as. 
predicted. Butarosy outcomeisfarfromcer- — France's head of state is expected to shine. soon as possible, with Poland in the fore- 
tain. The German who runs his country's it has become even harder for him todo ` front. But the French, fearing that that would 
European-affairs department, Gunter Pleu- so recently, as the “cohabitation” forced on give Germany even morecloutatthe heartof 
ger, says that the fate of "thebiggestenlarge- him and his prime minister for the past three a bigger Ev, are dragging their feet. 
ment and the greatest reform ever underta- years has come under increasing strain. Most In sum, fundamental differences, ke 
ken by the eu” is now in the balance. recently, he and Mr Jospin have bickered ^ under wraps during the heady decades. 
The latest meeting of the two countries over how to handle the spread of sse (mad- — Franco-German co-operation, may be re 
leaders, earlier this month in the French spa cow disease) in France. emerging. France, after all. still believes mor 
town of Vittel, was dismal. They got nocloser The Germans sigh about France's messy strongly in the centralised nation-state. Th 
to narrowing their differences in the ap- politics. They fret about the effectof France's more federal lly-minded “Germans want to 
proach to Nice. A lingering quarrel, irrele- political scandals, includingone now threat- build a federal Europe. Such differences 
vant to Eu reform, broke out again over Сег- ening Mr Chirac too, on foreign-policymak- сате out plainly in two opposing visions of 
man nuclear waste being treated in France. ing. Some say that Hubert Védrine, France's Europe articulated this summer. Mr Fischer 
Then the two sides rowed over whether a foreign minister, has had to become more of expressed hisbeliefina politically tightereu;, 
French or German general should get a se- — adiplomatthan a policy-shaper. this week he again suggested an elected 
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MARSEILLES 


OW right he was. Even before minis- 

ters from the 15 European Union 
countries met their counterparts from the 
southern and eastern shores of the Medi- 
terranean in Marseilles this week, France's 
foreign minister, Hubert Védrine, had ad- 
mitted that the conference would be taking 
place in “ап unfavourable context"—di- 
plomatic language for the collapse of the 
Arab-Israeli peace process. In other words, 
what was billed as a summit of heads of 
state—and a fine stage for France to display 
its skills as current president of the eu— 
ended up as a meeting of mere ministers, 
unable, thanks to the absence of Syria and 
its "sister" Lebanon, to agree to any politi- 
cal and economic breakthroughs. 

But would a favourable context have 
made much difference? The aims of the 
five-year-old programme of occasional 
meetings, known as the “Barcelona pro- 
cess”, linking the Eu's 15 countries with 12 
“partners” around the Mediterranean, in- 
cluding Malta, Cyprus, the Palestinian Au- 
thority and Turkey, are simple: let there be 





president for the European Commission. In 
anopposite offering, Mr Chiracdid not men- 
tion federalism or the commission at all. 
These days personalities do not smooth 
the way. The harmonious chemistry be- 
tween Francois Mitterrand and Helmut Kohl 
has long gone. The Germans tend to see Mr 
Chirac, who became president in 1995, as im- 
petuous and bulldozing. Mr Schróder is 
more pragmatic, less visionary and more as- 
sertive than Mr Kohl was. This has aroused 
fears, in France, of a bigger, bolder Germany, 
readier to throw its weight around. Not that 
the chancellor gets on badly with Mr Chirac 
or Mr Jospin. But there is little warmth. And 
when the going gets difficult, as in the cur- 
rent approach to Nice, chemistry counts. 





Germany 


Radical pensions 


BERLIN 


ESPITE last-minute alarums and a few 

concessions to doubters and gloom- 
sters, Germany's Social Democratic-led gov- 
emmentis bowlingahead with thecountry's 
most drastic pension reform for nearly 50 
years. Оп November 16th, parliament's 
lower house was expected to approve its 
broad shape. The bill is likely to become law 
next year. Though one big concession means 
that the start of the new system has been de- 
layed by a year, it should begin to kick in by 
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A Euro- Med muck-up 





5017) 
From south to north 


a common area of peace and stability; let 
there be an economic and financial part- 
nership leading to a free-trade zone by 
2010; and let there be greater regional un- 
derstanding through cultural and other ex- 


2002. The chancellor, Gerhard Schróder, 
sounds chuffed. Well he might. After putting 
some big tax reforms in train during the sum- 
mer, he now looks poised to engineer a sec- 
ond big and vital change to Germany's so- 
cial-welfare system. 

The gist of it is that a state-backed but 
privately funded pension scheme will soon 
start bolstering Germany's current statutory 
but tottering pay-as-you-go state system. 
Because of a dipping birth rate and longer 
lives, the proportion of Germans over the 
age of 60 may rise from today’s 22% to 
around 35% over the next 30 years, making 
Germany one of the greyest nations in the 
world. The number of workers per pen- 
sioner may fall over the same period from 
two to just one. So, without a radical change, 
either pensions would have to shrink drasti- 
cally or contributions, paid jointly by em- 
ployer and employee, would have to swell. 

Mr Schroder has opted for a middle 
course. State pension contributions are due 
torise from 19.3% of gross earnings tono more 
than 22% in 2030, while state pension bene- 
fits should fall from 70% of average gross 
earnings to 64%. To make up for that loss, the 
government is offering tax breaks and subsi- 
dies amounting to DM19 billion ($8.4 billion) 
a year. The aim of the proposals is to encour- 
age workers to put an extra 4% of their earn- 
ings into a private pension fund. In the long 
run, that could make up as much as 40% of 
their total pension. 

At first, these plans prompted predict- 
able squeals of protest. The trade unions and 











changes. The aims are pragmatic too, since 
the alternative is an influx of illegal immi- 
gration into the Eu from North Africa. 

The trouble is that five years on the 
aims still look far-fetched. The idea of 
peace and stability has fallen victim to 
inter-Arab rivalries, Algeria’s civil war and 
now the rupture between Palestinians and 
Israelis—and all the while Libya has been 
excluded, though this week its government 
accepted a “special invitation” as a reward 
for its help this summer in freeing French 
hostages in the Philippines. 

But the greatest disappointment is 
economic. Five years ago, at a Euro-Med 
summit in Cannes, France persuaded EU 
countries to part with €4.7 billion ($4.1 bil- 
lion) over five years to help countries on 
the southern side—equal to 70% of the aid 
offered to Central Europe's countries. But 
bureaucratic inefficiency, plus the inability 
of countries such as Morocco to cope with 
the accounting and other requirements of 
the European Commission in Brussels, 
meant that at the end of last year only 26% 
of the main dollop of cash had been paid 
out. Yet to the 74% left over, the eu has now 
decided to add another €5-billion or more 
fora programme lasting until 2006. 









































the government's left-wing backbenchers 
objected to any cut in the state provision, 
while employers grumbled about the in- 
crease in contributions and therefore to la- 
bour costs. The Christian Democratic oppo- 
sition complained that the reforms were too 
complex. The liberals moaned that they did 
not go far enough. But everyone acknowl- 
edged that something had to be done. 

To appease the critics, Mr Schróder wa- 
tered down his proposals a bit, then last 
week said he would delay their introduc- 
tion—by a year. His junior partner in gov- 
ernment, the liberal-minded Greens, were 
furious. But the delay's effect will be small. 

Moreover, it could give Mr Schroder a 
tactical bonus. It may sweeten the prickly- 
Länder, federal Germany's 16 states, whose 
support is needed in the Bundesrat, the par- 
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*- Bamentary house that represents their inter- 
_ е It also lets the government put off its 
t5 slowdown in pension increases, originally 
__ due to start in 2002, when a general election 
isdue. Andit provides more time to work out 
thedetails. 

Mr Schrode faces pitfalls yet. But the 
neatfootworkh о еб this week toper- 





column? 


GENEVA 


T FIRST it seems odd, in quadrilingual 
LX Switzerland, to ask for a loaf of bread in 
| French and to be told the price in Ger- 
-^man--or vice versa. But that is a declining 


habit. For a fifth language is emerging as an -` 


alternative. for communication across the 
country's linguistic fences: English. 

Although itis not yet often spoken in the 
d village bakery, English is permeating Swiss 
_ Society, and not just through global pop cul- 
‘ture. When common ground is needed, Swiss 
multinationals, such as Swissair and uss, 
conduct internal business in English to save 
tme and trouble. Smaller companies are 
<: emulating them. The Internet is another me- 
dium that spreads the use of English. Like 
their counterparts elsewhere, in Europe, 
‘1; Swiss schoolchildren seem to enjoy English 
more than the other official languages in 
their confederation that are not their 
mother-tongues. : 

While the two dozen cantons in Switzer- 
-. land’s decentralised education system are 
mulling over joint reforms that would make 
every Swiss child trilingual, one of them, Zu- 
rich, which includes the country's economic 
capital, has been trying to get children to 
start learning English in primary schools be- 
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Lapland's other sort of predator 


STOCKHOLM 


HE tourist brochures proudly call it 
"Europe's last unspoiled wilderness". 
Tourists flock to Lapland, the vastexpanse 
i of bog and fell that stretches for 1000km 
(625 miles) into the Arctic Circle along 
Sweden's border with Norway, to relish its 
scenery, its wildlife and its remoteness. 
The trouble is that, although the scenery 
and remoteness stay comfortingly con- 
stant, it is getting harder to catch a glimpse 
ofthe big mammals. 

For some rare species, such as wolver- 
ines, a member of the weasel family, 
things are becoming desperate. Wolverine 
numbers have fallen by nearly half in 
Sweden in the past five years. The lynx has 
suffered a similar fall in its Lapland 
strongholds. Arctic foxes may be extinctin 
a few years’ time. The number of golden 

eagles has crashed in the past decade. 

Climate change and other ecological 
factors are part of the reason. But another 
is said to be the poachers who have in- 
vaded the most tucked-away corners of 
theregion, where animals like the wolver- 
ine and lynx tend to live. In the past, these 
places were seldom visited outside the 
short summer except by reindeer-herders 
moving on skis. Today they are readily ac- 
cessible by snow-scooter. Most of the ille- 
galhuntingseems togoon duringthe win- 
ter, the best time for the scooters. 

Though wary of saying so publicly, for 
fear of being called racists, many people 
believe that the indigenous Lapps—the 
Sami people, as anthropologists prefer to 
call them—kill protected species like the 
wolverine, brown bear, golden eagle and 








such as bear, wolverine. and: lynx. Swe 
den’s hunting association is pressing the 


-of wolves, of which a mere 80-100 survive 








































lynx because they see them as a threat 

their reindeer. The Sami rely on reindee: 
herding for much of their livelihe 
herding has become unprofitable, 
big state subsidies and the payment 
compensation for animals lost to preda 
tors. "The Sami simply cannot afford to. | 
lose animals,” says. Bjorn Ljungren, head | 
of the Swedish Carnivore Association. 

It is not only the reindeer-herders, | 
however; who are doing the killing Swe- | 
den's 310,000 hunters make upa powerful 
lobby that campaigns for bigger hunti 
quotas for generally protected mammal 


government to liftits ban on the shootin, 


inSweden and Norway. 
Feelings run high on both sides. Sev 
eral prominent anti-hunting campaigners | 
have received death threats. Some peopl 
living in areas where there are wolves an 
bears,on the other hand, complain tha 
is no longer safe to walk in the forest. Th 
mauling of ‘an elk-hunter last month by a 
bear may have been a rare event; buti it has. 
heightened the nervousness. | 
The Swedish government is plannin 
to increase the penalties for killing pro 
tected species, raising the minimum fro: 
two weeks in prison to six months and th 
maximum: from two to four years. Bu 
successful convictions are notorious! 
difficult to achieve: Without more gener. 
ous comperisation to reindeer-herders fo 
lost stock, species like the wolverine and 
lynx may win little respite from the gun. 








fore French; and education chiefs from an- 
other nof the country’s 19 German-speaking 
cantons say they want to do the same. Their 
threat to break ranks with the other cantons, 
which want the second language of all Swiss 
children to be a national one (ie, generally 
speaking, French or German), has set-off a 
political. tow amid fears that the country's 
identity will be eroded. 

The interior minister, Ruth Dreifuss, a 
French-speaker, says that English "should 
not be like a steamroller" crushing the 
wealth of languages. This week her col- 
leagues in the four-party cabinet, which 
rarely deals with education, cautiously 
backed her idea that all Swiss children 
should have a fair command of three lan- 
guages, including two of the country's own. 

But the language war has barely begun. 
Next spring parliament will debate whether 
to amend the constitution to requirecantons 
to teach another national language--that is, 
not English —first. As things stand, 64% of the 


equal treatment for all four of these lan 



















7m Swiss, mainly in the east, speak their own 
distinctive variations. of German, and just 
under a fifth, on the west side, speak Frenci 
Nearly 8% speak Italian and 0.6%, in pocke 
of the south-east, speak Romansch, an en 
dangered language close to Latin. 

The constitution guarantees more or less 


guages, but that applies only to federal go 
ernment affairs, a small part of most people 
lives. The Swiss were happy so long as eac 
community could use its own language i 
home and at school. The education authori 
tiesin thecantons Е only 25 years ago t 
teach a second national language, as a ba 
minimum, in secondary schools. That is as 
much as most state schools do, since the 
Swiss, after 152 years under their present con- 
stitution of peaceful coexistence among 
peoples speaking four native languages, are 
less polyglottal than outsiders think. The 
Dutch and Nordics probably now do better. 
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EUROPE 
Bosnia 


Hard men win 


SARAJEVO 


UST when Bosnia's foreign overlords 

seemed to be making headway in stitching 

the country together, its voters have de- 
livered a depressing message: even in a 
closely-guided democracy, nobody can 
guarantee that elections will yield the result 
desired by outsiders. The peacekeepers, ad- 
ministrators and aid donors who have 
pumped in more than $5 billion since 1995 
had hoped that Bosnia’s general election 
would bring fresh defeats for the nationalists 
who led the country into war, and a boost 
for politicians who want to bridge the ethnic 
divide. The hopes have been disappointed. 

To judge by the changed atmosphere in 
Bosnia’s towns and villages, there was some 
ground for optimism. Refugees have been 
venturing back to their pre-war homes at an 
accelerating pace this year, even to places 
where their ethnic group is in the minority. 
In the villages round Prijedor, where Bos- 
nian-Serb extremists committed some terri- 
ble atrocities in 1992, mosques are being re- 
built by returning Muslims. Over a quarter of 
the district’s pre-war Muslim population 
has now gone back home—signalling that 
they are no longer afraid to live among the 
Serbs whostill predominate. 

But anybody who concluded from such 
hopeful signs that the nationalist genie had 
been stuffed back in the bottle was prema- 
ture. The elections on November uth 
brought striking successes for Serb and Croat 
nationalists, mitigated only in part by an im- 
pressive showing, among Muslim voters, for 
a multi-ethnic party. 

In the Serb statelet that accounts for 49% 
of Bosnian territory, many voters aban- 
doned a western protégé, Milorad Dodik, 
and plumped for the Serbian Democratic 
Party (sps), the chauvinist group founded by 
Radovan Karadzic, a war-crimes suspect 
who may still wield influence behind the 
scenes, In Croat-dominated areas of western 
Bosnia, hardline Croats successfully staged a 
referendum, against western wishes, to back 
their demand for a “sovereign” statelet that 
would be fenced off from the Muslims. This 
would defy the spirit of the Dayton agree- 
ment, which defines Bosnia’s non-Serb half 
as a federation in which Croats and Muslims 
are closely integrated. 

So Bosnia’s Serbs and Croats seem to 
have bucked the trend towards moderation 
in their respective “mother countries”. In- 
stead of converging on a path of reason, Bos- 
nia’s various nationalists look more likely to 
make common cause to undermine the Day- 
ton peace deal. If such a tactical alliance ises- 
tablished, it might bring a fresh attempt, al- 
beit not such a violent one this time, to carve 
up Bosnia, at the Muslims' expense. 
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Theelection's brightest spot, for Bosnia's 
overlords, was the strong performance by a 
бов multi-ethnic political grouping, 

the Social Democratic Party, led by Zlatko 
Lagumdzija. In many Muslim areas, this 
group beat the mainstream Muslim nation- 
alists' Party of Democratic Action into sec- 
ondor third place. 

But that does not does quite make up for 
theunwelcome news from the Bosnian-Serb 
statelet, where the results have presented 
westerners with a dilemma. If they do noth- 
ing, then Mirko Sarovic, the leader of the Serb 
nationalists’ party, will take up the reins as 
president of Bosnia’s Serb Republic and 
nominate a prime minister who will easily 
command a majority in the mini-state's 
newly-elected assembly. But under the Day- 
ton accord, Bosnia’s protectorate, headed by 
Wolfgang Petritsch, an Austrian, has the right 
to dismiss office-holders and ban parties 
that refuse to co-operate with the peace 
plan. The last president elected by the Bos- 
nian Serbs was sacked for that reason, leav- 
ing Mr Dodik, the western-backed prime 
minister, as the top Serb in Bosnia. 

Among westerners with responsibility 
for the Balkans, there are two schools of 


thought. One says the hardline Serb nation- 
alists should be allowed to govern, subject to 
strict conditions: they should, for instance, 
continue to ease the return of refugees. They 
would probably agree, if only because the 
Bosnian Serb statelet is bankrupt and des- 
perately needs aid. 

The other school, stronger among Amer- 
icans than Europeans, argues that, because 
of their bloodstained past, Bosnia’s Serb na- 
tionalists ought now to be barred from ex- 
ercising authority at any level. This would 
mean leaving the government of the Serb re- 
public to Mr Dodik and his fellow-compro- 
misers, though he has become unpopular in 
his own community—and is perceived to 
have used western protection as a cover for 
incompetence and misrule. 

It is a depressing choice. But the feeling 
among Bosnia-watchers is that the more 
cheerful mood in the villages, thanks to the 
return of refugees and toa partial re-creation 
of the old ethnic mixture, may survive. So, 
even if the harsh-minded parties regain 
some influence, they will noteasily be able to 
reimpose rigid ethnic segregation—unless 
Bosnia’s western minders lose interest, in 
which case all bets are off. 





Russia 


Junk the brass 


MOSCOW 


T IS one of the most convenient short cuts 

in Moscow. Unfortunately, Krestovoz- 
dvizhensky Lane is closed to public traf- 
fic—a security measure imposed by the De- 
fence Ministry, whose buildings overlook it. 
But push a cigarette or two through the car 
window, and the miserable conscripts on 
sentry duty at the barrier will tum a blind 
eye. President Vladimir Putin'snew plans for 
a modem Russian army have far to go. 





You can go home now 


The problems are formidable. The Rus- 
sian armed forces are bloated, top-heavy 
and weak. Nobody knows their real size, be- 
cause commanders systematically inflate 
the size of their units, in order to pocket the 
pay, rations and equipment. There are far 
too many senior officers and bureaucrats, 
and far too few front-line troops, as the 
army's dismal performance in Chechnya 
shows. There is too much equipment suit- 
able for fighting a world war (missiles and 
submarines) and not nearly enough of the 
kind needed for fighting terrorists and guer- 
rillas, such as helicopters thatcan fly at night. 

The grimmest illustration is the draft, 
which should provide a large and solid base 
to the military pyramid, but in fact produces 
people of the wrong kind, and not even 
many of them. Only 13% of those in the eligi- 
ble age group (18 to 27) are actually con- 
scripted, mostly those without the wits or 
connections to find an exemption (such as a 
certificate of ill-health), and of those caught 
in the net, 38% have been unable to get either 
jobs or further education, nearly one-third 
are drunks or drug addicts, and 13% have 
criminal records. Once in the army, the 
young men face a miserable regime of bully- 
ing, malnutrition and forced labour. 

Military reform is a well-worn topic in 
Russia, and last week’s announcement, of a 
600,000 cut in total numbers over five years, 
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| EUROPE 


Russia's mighty fallen 


MOSCOW 


O BE a political prisoner or a political 

exile: that, self-pityingly, is how Boris 
Berezovsky,onceoneof the most powerful 
men in Russia, sees his future. On Novem- 
ber 15th he failed to turn up in Moscow for 
questioning in a fraud case. The day before, 
another tycoon, Vladimir Gusinsky, had 
been similarly absent. Both are abroad and 
face arrest if they return to Russia. 

The cases are a bit different. Mr Berez- 
ovsky is a former Kremlin insider, widely 
credited with saving Boris Yeltsin's bacon 
last year, when the presidential party 
seemed headed for electoral defeat and Mr 
Yeltsin and his family might have been 
prosecuted. But if Mr Berezovsky thought 
that Vladimir Putin, Mr Yeltsin's successor, 
would prove as easy to manipulate as the 
electorate, he was mistaken. The new presi- 
dent has left Mr Yeltsin's innermost circle 
alone, but is pursuing the hangers-on. 

Mr Berezovsky is accused of siphoning 
off revenues ($970m, by some counts) from 
Aeroflot, Russia's national airline, into two 
Swisscompanies he founded. Such rum ar- 
rangements are common in Russia, where 
tycoons like their takings well hidden. 
Whereas most "oligarchs", as Russia's po- 
litically influential magnates are known, 
quickly saw the need to kow-tow to Mr Pu- 


contained more bracing rhetoric than detail. 
Of the 1.2m troops that come under the De- 
fence Ministry, about 365,000 will go. Of the 
1m or so under other ministries, around 
105,000 will be cut. And of the 1m-odd civil 
servants in defence and security, some 
130,000 will be shed. In all, some 240,000 offi- 
cers, including 380 generals, will be fired. 

The main news in all this is that Mr Putin 
seems to have overcome some bureaucratic 
obstacles that had held up reform before. 
The new plan accepts for the first time that 
there should be cuts in the ten civilian minis- 
tries (dealing with disasters, construction, 
railways, home affairs and so on) that have 
their own military wings. A second big step 
was to force the regular armed forces to ac- 
cept a sharp cut in the privileged and flabby 
ranks of the top brass. 

It is much less clear how, when—or 
whether—any of this will happen, and how 
the cuts will fall on the army, navy and air 
force. No details have been given about the 
costs, which will be huge, unless the govern- 
mentsimply expects hundreds of thousands 
of people to go peacefully into poverty and 
unemployment. Russia’s military budget for 
next year has increased by 12.5 billion rou- 
bles ($450m), to 218.5 billion, but it is hard to 
see how this can both pay for the cuts and 
put Russia's fleet, aircraft, nuclear weapons 


72. 


tin, Mr Berezovsky did not. 
He vocally criticised his 
economic policies, the war 
in Chechnya and the presi- 
dent's authoritarian ways— 
especially his zeal for inves- 
tigating oligarchs accused of 
fraud. 


This week Mr Berezov- 
sky claimed that the Swiss 
companies had financed Mr 
Putin's election campaign. 
The Kremlin denies it. If, 
said Mr Berezovsky, the 
president continued like 
this, he would not serve out 
his full term in office. But even if Mr Bere- 
zovsky does unleash some scandals, their 
impact will be blunted without indepen- 
dent media in Russia. This is where Mr Gu- 
sinsky comes in. 

Mr Gusinsky owns мту, Russia's most 
watchable and independent television 
channel. Its claim to editorial integrity is 
patchy, but it provides the biggest outlet 
from which material that embarrasses the 
authoritiesis sureto reach a wide audience. 
Last week, for example, it broadcast a tape 
that appeared to show two creepy Russian 
security men trying to intimidate a witness 





and ground forces back on a proper footing. 
The second big change has been on nu- 
clear weapons. On November i3th, Mr Putin 
proposed drastic cuts in the Russian and 
American nuclear arsenals. At present 
America has about 7,500 warheads, and Rus- 
sia about 1,000 less. Current plans are to cut 
both sides' stockpiles to between 2,000 and 
2,500, but Mr Putin is now pushing for a cut 
to1,500, followed by even further reductions. 
At the same time the commander of Russia's 
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in acontroversial spy trial. 

Mr Gusinsky’s weakness was that his 
company, Media-Most, owed $473m to 
Gazprom, Russia's huge, partly state- 
owned gas company. With 
the government on his 
side, this would not have 
mattered. But мту had 
boosted the Kremlin’s po- 
litical opponents last year, 
and criticised the conduct 
of the war in Chechnya. 
Mr Putin thought that 
went too far. 

In June, Mr Gusinsky 
spent three days in prison 
(ona trumped-up firearms 
charge) and was freed only 
when he agreed to sell a 
large stake in Media-Most 
to Gazprom—a deal personally endorsed 
by the media minister. Although it seemed 
to have been completed last week, it has 
now fallen apart: the government appar- 
ently thought Gazprom's terms too soft. 

What next, apart from a tamer NTV? 
Other oligarchs are surviving, with their 
heads down. Some new ones may emerge. 
What is unclear is whether Mr Putin is op- 
posed in principle both to corruption and 
to unscrupulous rich people holding so 
much sway over Russian politics or 
whether he does not mind—so long as they 
pay some taxes and do what he tells them. 





nuclear forces, General Vladimir Yakovlev, 
is saying that Russia may be prepared to ac- 
cept some version of an American anti-mis- 
sile defence system, to which Russia has pre- 
viously objected. 

This is mostly accepting the inevitable: 
Russia's arsenal is becoming obsolete, so 
there is an urgent need to negotiate much 
lower numbers. Even its current plan, a 
modest deployment of ten new missiles (the 
modern Topol-M) a year, has been scaled 
back. Coupled with a third recent change— 
the restructuring of the arms-export indus- 
try—it all shows that Mr Putin is at least 
grappling with difficult questions that Rus- 
sia has dodged for ten years. 

But basic questions still hang over the fu- 
ture of the Russian armed forces. The coun- 
try'snew military doctrine, published earlier 
this year, hinted that Russia was lowering 
the nuclear threshold, relying more on nu- 
clear weapons as its armed forces grew 
weaker. Dmitri Trenin, a former Soviet colo- 
nel now working for the Carnegie Endow- 
ment, an American think-tank with a base 
in Moscow, says that until Russia drops its 
lurking suspicion that it may need to fight a 
war with NATO, it will never be able to sort 
out how to defend itself against real, but less 
sophisticated, threats to its security. 
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| “tights record. Most of Turkey's politicians made duly indignant 


| minister, Bulent Ecevit, accused the zu 
“of trying to “trick” Turkey into accept- 


~F Kurdish ones, should be allowed to 
7 broadcast and to teach schoolchil dren 


` cious” and "unacceptable". True to 


. sit alongside politicians and usually 


HEN the stubbomly modest Ahmet Necdet Sezer unex- 
pectedly became Turkey's president six months ago, few 
Turks knew much about him, апа even fewer took him very seri- 
ously. Now it looks as if this quietly principled man may play a de- 
cisive part in the argument between Turks who believe that their 
country should strive to join the European Union, and grow more 
democraticin the process, and those who think that this would re- 
quire too biga change in the way Kemal Ataturk reckoned, 70-odd 
years ago, that Turkey ought to be governed. 

Last week, sparks flew when the European Commission in 
Brussels brought out its annual report on the dozen-plus countries 


`. which want to join the Union, and once again, in a separate road 


map, said that Turkey should do more to improve its human- 


noises. Its leftish but nationalist prime 


ing the reunification of Cyprus as a 

prerequisite for joining the ku. Devlet 
Bahceli,an even more nationalist dep- 
uty prime minister, said the eu's im- 
plied demand that all Turks, including 


in their own language was "perni- 


form, a senior general stepped into the 
fray, saying “no one should doubt that 
we strongly embrace eu member- — 
ship"—butonly on conditions accept- 
able to Turkey. 

So far the warmly pro-European 
President Sezer has held his fire. But i£ 
anybody can pull all sorts of Turks— 
secular-minded Kemalists, generals, 
businessmen, Kurdish nationalists, Is- 
lamists—into making the necessary 
changes, he is probably the man. 

The issue will doubtless come up 
soon ata meeting of the country's Nat- 
ional Security Council, where generals 


tell them what to do. But Mr Sezer, 
who chairs the council, may now be in 
a position to tell the generals that they are not the final arbiters of 
the country’s destiny. The opinion polls say that, for the first time 


"dn Turkey's 77 years as a republic, the president now wins more 


trust than the army, which has hitherto always topped the poll. 

In many ways, the 59-year-old Mr Sezer is still something of an 
enigma. He has expressed no grand vision of Turkey's future. No- 
body knowsexactly whathe thinks about thegenerals role in pol- 
ities. He speaks no foreign language. He has not yet allowed him- 
self to be interviewed by a journalist. Indeed, it was almost by 
accident that he became presidentat all. 

The son of a schoolteacher from the western. province of 
‘Afyon, Mr Sezer had spent his entire career as. a lawyer, апа 
thought he had reached the pinnacle of his profession when he 
was made head of the country's Constitutional Court in 1998. But 
then Mr Ecevit failed to persuade parliament to amend the con- 
stitution to let the outgoing President Suleyman Demirel stay on 
for a second seven-year term in office. The main parties could not 
agree on which of their own top men should have the job. Mr Sezer 


Ahmet Necdet Sezer, a westward-looking Turk | 









was the only person just about acceptable to everybody: and sohe 
stepped, largely unknown, up to the presidential throne. 

His speech at the opening of parliament last month, however, 
began to show where he stands. Mr Sezer called on parliament to 
enact wide-ranging constitutional and democratic reforms and to 
uphold the supremacy of law. Such changes should becarried ош, 
he explained, “not because the European Union wants them but 
because these are changes that our people deserve.” | 

His frequent commendations of secularism will have pleased 

the top brass, who sat listening to him. Western diplomats werete- 
assured by his commitment both to Turkey's European vocation 
and to its alliance with the United States. But for most ordinary 
Turks it is Mr Sezer’s aversion to pomp, and his manifest probity, 
that mark him off from many of his predecessors. 
Since moving into the “Pink Pal- 
ace” in Ankara’s posh Cankaya dis- 
trict, Mr Sezer and his schoolteacher 
wife, Semra, have drastically cut the 
size of the presidential staff. Protocol 
has been reduced to a minimum. Mr 
Sezer has traded in the presidential 
coatand tails for a simple suit. His mo- 
torcade stops at traffic lights. When 
Selahattin Ozakin, an Ankara teacher, 
sent him a congratulatory fax in Au- 
gust, he heard Mr Sezer’s voice on the 
telephone 20 minutes later, ringing to 
thank him. Now Mr Sezer plans to tour 
the Anatolian countryside by train, as 
Ataturk did some 70 years ago. He 
clearly warits to draw his strength not 
from the politicians who picked him 
but from the Turkish nation. 

Those who thought the new presi- 

dent would confine himself to merely 
ceremonial duties have had a shock. 
Mr Sezer first proved he was no pliant 
pushover when in August he twice re- 
jected a military-inspired decree, for- 
warded by Mr Ecevit, which would 
have enabled the кшен to sack 
.. thousands of civil servants deemed to 
be overly pious Muslims or too sym- 
pathetic to the restless Kurds. The gen- 
erals are said to have been fuming ever since. 
They will have been further irked by the presence of pro- 
Islamist journalists, for the first time in three years, at the annual 
Republic Day reception held by the président on October 29th. 
The prime minister has gone so far as toaccuse Mr Sezer of hinder- 
ing the government's campaign against militant Islamists. All this 
has made the president popular with religious politicians and the 
pro-Islamist press. Yet they should remember that it was Mr Sezer 
who signed the Constitutional Court's decision in 1998 that led to 
the banningof Turkey's largest pro-Islamic party. 

Mr Ecevitis now threatening to push for legislation that would 
cutthe presidential term from seven yearstofive. An unconcerned 
Mr Sezer says he is in favour of a modest presidency. He may lack 
the worldliness and the wiles of his predecessor, Mr Demirel, and 
the charisma of the late President Turgut Ozal. But he has six more 
years to make himself felt. And, so far, he has clearly shown that he 
is prepared to stand up for democratic values and the rule of lao 
whetheror not the men in uniform like it. 
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BRITAIN 


The good, the bad 


and the fast 


.Money from the National Lottery has financed all manner 
of “good works" across Britain. Was the money well spent? 


HIS has been a bad week for Britain's 

National Lottery. The Millennium 
Dome—the most notorious lottery-funded 
project in Britain—has been excoriated in 
parliamentary hearings and an auditor's re- 
port. Every visitor who walks into the giant 
tent in Greenwich has, it seems, been subsi- 
dised to the tune of about £140 ($200). The 
Dome may yet be tom downat the end of the 
year. Meanwhile the Eden Project—the 
world's largest greenhouse, and one of the 
biggest lottery-funded projects outside Lon- 
don—has become embroiled in a potentially 
costly lawsuit. 

All thisis ammunition for those who ar- 
gued all along that the lottery is a licence to 
waste money. Yet there is another side to the 
story. Michael Heseltine, the politician who 
arguably did most to get the Dome built, ar- 
gued this week that the £628m of lottery 
money spenton the Dome should be seen in 
the context of the nearly £9 billion raised for 
“good causes" since 1994 (a figure that will 
rise to 11.5 billion by next year). This spend- 
ing splurge, said Mr Heseltine, amounts to 
"the most remarkable creation of a genera- 
tion of expenditure on culture, heritage and 
the arts that this country has ever seen in its 
history". Hyperbole, no doubt. But it is true 
that for the first time since the great days of 
Victorian self-confidence, Britain has been 
pouring money into what you might call 
cultural assets. Museums, galleries, stadiums, 
botanical gardens, new and refurbished 
public buildings have been popping up all 
over the country. 

The idea behind the National Lottery 
was that it would finance all those good 
things that often get squeezed out of govern- 
ment budgets. While British gamblers queue 
tobuy ticketsin the hopeof winninga multi- 
million jackpot, some 28% of their stake goes 
not to pay for prizes or to cover the lottery's 
costs and profits, but to finance "good 
works". Five major categories of good work 
have been identified: the arts, charities, “her- 
itage", "Millennium projects” and sport. 
They have benefited in roughly equal pro- 
portions. 

In the past three years, another category 
of “good cause" has been created —the “new 
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opportunities fund" for 

health, education and 

the environment. This 

has heightened the sus- 

picions of those who al- 

ways maintained that 

lottery funding would 

be impossible to ring- 

fence, and would in 

time become just a sub- . 
stitute for normal Trea- 

sury funding. This “ad- 

ditionality issue" has 

been examined by Sir 

Alan Peacock, a well- 

known liberal econo- 

mist, who concluded 

judiciously that as far as arts funding goes, 
"the matter remains unresolved". 


The Walsall flyer 
While the Dome stands as a puffed-up sym- 
bol ofall thatcan go wrong, the New Art Gal- 
lery in Walsall, a defiantly unfashionable 
small town in the heart of the Midlands rust- 
belt, is a showcase for what can go right. The 
New Art Gallery got off the ground with a 
£16m lottery grant, and in its first three 
months after opening in February attracted 
over 100,000 visitors. This month it narrowly 
missed winning British architecture's most 
important bauble, the Stirling prize. Improb- 
ably, it has put Walsall on the tourist map. 
Arts funding is often accused of being 
elitist, and rightly, yet the lottery has also 
funded the “Walsall flyer"—not a new mode 
of transport but an 18-year-old sprinter 
called Mark Lewis-Francis. In August this 
year he ran 100 metres in 10.1 seconds, the 
fastest time ever recorded by someone of his 
age. In the past, Mr Lewis-Francis might have 
struggled to translate his potential into gold 
medals because he would have competed 
part-time against full-time athletes from 
America, Europe and Australia. Lottery 
funding, as well as a sponsorship deal, will 
ensure that he has every chance in future 
Olympics. The first generation of lottery- 
funded athletes helped Britain at the recent 
Sydney games to achieve its best Olympic- 
medal performance since 1924. 





So which is a better symbol of the lottery: 
the vacuity and vanity of the Dome, or the 
unlikely success achieved in Walsall? Has 
Britain got value for money, or has it all gone 
dome-shaped? Already, clear patterns are 
emerging as to what lottery money can and 
cannotdo. 

It would be good to be able to say that the 
Dome was an isolated disaster—but that is 
not so. The mistakes made there have been 
repeated elsewhere. The main problem with 
several of the early lottery projects has been 
that their financial planning was based on 
hopelessly inflated forecasts of visitors. In 
the Dome's case, the initial figure of 12m was 
apparently plucked from thin air. The total 
at year’s end is more likely to be about 5m. In 
Sheffield, the £15m National Centre for Pop 
Music opened in 1999 and immediately ran 
into trouble after receiving only 104,000 visi- 
tors in its first six months against a projected 
400,000 a year. It had toclose earlier this year 
after running up debts of over £1m. Another 
embarrassing failure has been the Earth 
Centre outside Doncaster. on the site of a for- 
mer colliery. This was promised £50m of lot- 
tery cash and was earmarked as a “Land- 
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mark Millennium" project. It 
had to close for a redesign after 
attracting only 70,000 visitors 
against an initial projection of 
250,000. 

And there could be more 
mini-Domes in the pipeline. 
Another "Landmark Millen- 
nium" scheme that has run 
into trouble is the Portsmouth 
Harbour Project, which in- 
cludes a spinnaker-shaped 
Millennium tower. It has re- 
ceived £38m of lottery money 
and has been justified on the 
grounds that it will raise the 
number of visitors to Ports- 
mouth from 4.4m a year to 6m. 
The tower, in particular, is way 
behind schedule; in the light of 
the failure of other projects, 
some critics argue it should be scrapped. 

Lottery failures have not been confined 
to grandiose building projects. By the end of 
last year, £70m of lottery money had been 
thrown at British films to support an indus- 
try which was supposed to be brimming 
with talent. Of nearly 200 films that were 
funded, none has made a profit. That might 
not be so bad if any had met with critical 
success, but there was little of that either. Like 
so much else to do with the lottery, the film- 
funding system has now been overhauled. 


Some successes, and some lessons 


By any standards, this is a dismal catalogue 
of failure. Yet there is also a long list of genu- 
ine successes. The opening of the Tate Mod- 
ern gallery in London has created an instant 
landmark and a new home for Britain's na- 
tional collection of modern art; the Millen- 
nium Stadium in Cardiff provided a spec- 
tacular setting for the rugby World Cup; the 
Lowry Centre in Salford, just outside Man- 
chester, has drawn critical апа popular 
plaudits; the National Botanic Garden of 
Wales in Carmarthenshire, which opened in 
May with the help of a £22m lottery grant, 
hasattracted more than 175,000 visitors. 
Isitjustacaseof win some, lose some? Or 
can more general lessons be learnt about 
how best to spend lottery 
money? One obvious conclu- 
sion is to be cautious about 
basing a business plan on pro- 
jected numbers of visitors. The 
more realistic operators have 
not based their survival on 
such projections at all. Wal- 
sall's new gallery is relying on 
financial support from the re- 
gional Arts Council and the lo- 
cal council for its income. 
Another is that content 
and location matter. This may 
sound obvious, yet many of 
the failed lottery projects ig- 
nored these elementary con- 
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siderations. The Dome was envisioned as a 
grand structure to mark the Millennium; its 
contents were an afterthought. Several pro- 
jects, such as those in Doncaster and Shef- 
field, were commissioned in the hope that 
they would spark the regeneration of poor, 
post-industrial areas. But the projects have 
to be culturally and financially solid in the 
first place if they are to become magnets for 
further investment. 

Many of the best lottery projects are built 
around existing local assets. They become 
expressions of the local community. Thus 
thegallery in Walsall was built specifically to 
house the local Garman Ryan art collection. 
The Tate Modern in London was built to 
house the collection of modern art from the 
old Tate gallery. The most expensive lottery 
project in England outside London, the 
Lowry Centre, celebrated the work of a local 
artist. Cardiff's new stadium created a ca- 
thedral for Wales's national sport. A new 
museum of Scottish history in Edinburgh 
was propitiously timed to open in the same 
year as the new Scottish Parliament. The les- 
son seems to be that lottery money, or any 
kind of money, has been unable to create a 
public appetite for a product or idea for 
which demand does not already exist. 

The most successful lottery project of all 


susan ud р 


Lottery winners, by skill of course 


could be the Eden Project in 
Comwall, which received 
£37m and is due to open next 
summer. With its distinctive 
"biomes"—tropical and tem- 
perate climate zones in giant 
bubbles—the Eden Project has 
been drawing visitors, merely 
to watch it being built,in num- 
bers that few completed lot- 
tery projects could ever hope 
to match. But this popularity is 
built on an established record 
of local interest. Tim Smit, the 
creative brains behind Eden, 
hasalready enjoyed enormous 
success with the nearby Lost 
Gardens of Heligan. 


Small can be beautiful 


The principle that lottery 
money works best where it nurtures and ex- 
ploits existing talents and strengths applies 
beyond the creation of visitor attractions. In 
sport, a relatively small amount of cash ap- 
pears to have made a big difference. In the 
run-up to the Olympics the ux Sports Coun- 
cil got £24m of lottery money—almost ex- 
actly double its normal Treasury grant, and 
used the money to support athletes in their 
training. 

This was money that was unlikely ever 
to have come from traditional Treasury 
funding. (The Treasury grant has stayed 
fairly constant in real terms in recent years.) 
Butit has helped to produce sporting success 
at the Olympics that gave pleasure to mil- 
lions, and encouraged sporting participa- 
tion. Take rowing, once the unfashionable 
preserve of public schoolboys in funny blaz- 
ers. Thanks to Steve Redgrave, a five-time 
Olympic gold medallist, and lottery funding 
this sport is threatening to take off. Last year 
£1.6m of lottery money was allocated to 
bring the sport to 30,000 11-14-year-olds at 
100 state schools. Sailing, another sport 
which did well at the Olympics, received 
£5m over the same period. Many athletes 
have testified that a relatively small amount 
of lottery cash enabled them to train full- 
time during crucial periods of the pre-Olym- 
pic build-up. Again this suc- 


or سا‎ cess was based on recognised 


existing potential. 

When it comes to build- 
ings, the lottery has also 
achieved the biggest bang for 
its buck in giving a new lease of 
life to some of the country’s old 
favourites. Among the most 
admired lottery projects have 
been the relatively inexpen- 
sive restorations of the Royal 
Court Theatre, the Wallace 
Collection and the Dulwich 
Picture Gallery, all in London. 
Some of these had become di- 
lapidated before the lottery 
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came along. The transformation at the Wal- 
lace Collection—at a cost of £gm—has been 
spectacular. Housing one of the world's 
greatest small-picture collections, this 
dowdy gallery had fallen into obscurity. The 
lottery makeover has built an educational 
centre and a lecture hall, and provided a 
smart restaurant in the middle of a new cov- 
ered atrium. The director, Rosalind Savill, in- 
sists that these are the kind of facilities that 
the modern museum visitor expects. And 
they are precisely the kind of facilities that 
the Wallace Collection, which does not 
charge for admission, could never have built 
without lottery funding. The number of 
daily visitors has roughly doubled since the 
makeover. 

The government itself has learnt from 
the mistakes of some of the early lottery pro- 
jects. There has since been a switch in fund- 


ing priorities so that less money now goes to 
big capital projects, and more to support 
people and activities, such as sport. This has 
also helped to make it seem less elitist. The 
“Awards for All” scheme has also been intro- 
duced, which uses much simpler applica- 
tion forms, and provides smaller grants of up 
to £5,000 to community-based groups. Vil- 
lage halls all over Britain have benefited. 
These are steps in the right direction. The 
government may also look at ways of creat- 
ing endowment funds out of the lottery 
money to support existing schemes, which 
are struggling to survive. If spent wisely, lot- 
tery money can do a lot. But if committees 
persist in believing that the lottery can con- 
jure something out of nothing, large 
amounts of money will go on being squan- 
dered. That could irretrievably damage sup- 
port for the lottery in its present form. 
m 








Local government 


Things fall apart 


HACKNEY, LONDON 


Will the government intervene to clean up the mess in Hackney? 


ECENT reports of civic disintegration in 

Britain have by and large been greatly 
exaggerated—except in the case of the east 
London borough of Hackney. There, the 
classic signs of disorder and bad government 
have been visible: riot police protecting the 
town hall; rubbish rotting uncollected in the 
streets; a tax-and-benefits system in disar- 
ray;local services shutting abruptly. 

Most people notice local government 
only when its services go wrong. Hackney's 
are so bad that, using newly acquired pow- 
ers, the government could soon take over 
some or all of the council’s services. The 
council has been bad at collecting money 
and profligate in spending it. Incredibly, 
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Hackney spends more than any other coun- 
cil on street cleaning. It is the worst in the 
country at collecting council tax, only gath- 
ering around 50% of what is due. One public- 
spirited resident says he phoned the council 
offering to pay up, but was rebuffed. Some 
17,000 housing-benefit claims are waiting to 
be processed; traumatised tenants are facing 
eviction. Children’s services are woeful. 
How did it come to this? Hackney has al- 
ways been a troubled borough. Among its 
nearly 200,000 residents is a fair sprinkling of 
artists and yuppies drawn in by cheap hous- 
ing. But the borough suffers three times the 
national rate of violent crime, has the coun- 
try's largest number of lone parents and 


BRITAIN 


must cope with one of its highest unemploy- 
ment rates. Around 50% of its residents come 
from ethnic minorities. Still, poverty does 
not excuse the chaos, as local authorities in 
Britain receive money from central govern- 
ment according to need: unlike their equiva- 
‘ents in America, local authorities in Britain's 
poorest areas spend the most. 

Hackney’s political history is so murky 
that identifying the root cause of the malaise 
is difficult. Amid the in-fighting, floor-cross- 
ing and Labour domination, two schismatic 
events stand out. In 1996 the council’s Labour 
group split; since then no party has enjoyed 
overall control of the council. In 1997 a 
scheme was introduced to devolve financial 
management to individual departments, 
which by and large proved incompetent. 
Historically, local government (not just in 
Hackney) has failed to attract able people. 
The results werechronicled in a recent report 
of the Audit Commission, which lacerated 
Hackney's management and services and 
predicted a budget shortfall for the current 
financial year of up to £40m. It drily con- 
cluded, *Hackney is nota well run council." 

Rather as governments of national unity 
are formed in times of crisis, Hackney is now 
run by an improbable alliance of Labour 
and Conservative councillors. Max Caller 
(“Mad Max" to his many enemies) has been 
Hackney's managing director since June. He 
has centralised control of departmental 
budgets. Last month a freeze on new spend- 
ing was imposed and casual workers were 
laid off—hence, apparently, the piles of rub- 
bish. The council has now adopted an emer- 
gency package of cuts and redundancies, de- 
signed to save £22.5m by the end of the next 
financial year. Antiquated employment 
rules are being revised. Street cleaning has 
been outsourced, and the shambolic tax- 
and-benefits system, currently (and badly) 
administered in the private sector, will be 
overhauled. The government has agreed to 
save the council from financial ruin. 

Nevertheless, Hackney council could yet 
suffer further disgrace. Government inspec- 
tors are circling ominously. An OFSTED re- 
port to be published on November 17th is ex- 
pected to be highly critical of the Local 
Education Authority (or at least the part of it 
that has not already been privatised). The 
Audit Commission could soon judge that 
Hackney is unable to deliver the improve- 
ments it has demanded—whereupon the 
government could, for the first time, use its 
new powers to intervene. Jules Pipe, leader 
of Hackney’s Labour group, is confident that 
the council's new administration will be 
given time to turn things around. The gov- 
ernment could decide that Hackney is too 
much of an embarrassment to be allowed to 
muddle through alone. On the other hand, if 
ministers take the plunge and end up failing 
in Hackney themselves, the embarrassment 
will be even worse. 

و 
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ЕКЕ an idea. Let's build a tent, à really big one, and fill it up 

with, erm, all sorts. of cool stuff (the details can be sorted 
later). Once it is up, everybody will enjoy themselves, or at least 
keep dry if it rains. Only the unpatriotic will stay away. You know 
the kind: cynics, carpers, professional complainers, Tories, jour- 
. nalists, accountants-~the sort of people who for some reason feel 
uncomfortable about celebrating Britain’s success. 

That, in a nutshell, seems to be the new argument Tony Blair 
and Robin Cook, his foreign secretary, have dreamt up for selling 
the merits of the European Union toa sceptical Britain. The gist of 
their case, spelled out ina flurry of speeches and articles this week, 
is that the ки tent is big and getting bigger, that being inside it 
 makesBritain safer and stronger in a 
fast-changing world, that support- 
ing it should therefore be “the natu- 
ral reaction of patriotic British citi- 
zens”, and that these truths. are 
self-evident, or at least would be if 
only a bitter, twisted and irresponsi- 
ble press refrained, in ки matters, 
from dishing out myths—such as a 
classic tabloid tale that the zu 
wanted to ban bananas that were 
excessively curvaceous. 

Bagehot does not presume in 
this small space to preach on 
whether Britain should join theeuro 
oron the future shape of the v. But 
one point should be briefly made 
about the nature of the debateas Mr 
Blair and Mr Cook now want to 
frame it. The sceptics may wellexag- 
gerate and distort the issues. But on 
theevidence of this week's sally, the 
government too intends to rest its 
caseon omission, simplification, ex- 
aggeration, the confusion of myth 
and fact, and—above all--denial. 

Omission is the obvious sin. 
Neither Mr Blair nor Mr Cook has 
anything new to say about British 
membership of the single currency. 
All is settled, they say: Britain will ПУШТУ 
join, subject toa referendum, when economic conditions are tight. 
But euro membership is (a) the most fateful decision Britain now 
faces in Europe; (b) the one on which the two main parties offer a 
clear choice in the forthcoming general election; апа (c) by no 
means a merely economic decision. You can understand why Mr 
Blair does not want to emphasise the euro ahead of an election; at 
present, fewer than one in five people in Britain say they would 
vote to join, But how can a government have a serious debate 
about Britain and Europe if it refuses even to discuss Britain and 
theeuro? 

Answer:itsimplifies and exaggerates, just like all the newspa- 
pers it chooses to excoriate. To take but one example, a common 
themeof this week's pronouncements by Mr Blairand Mr Cook is 
that thealtemative to fuller British engagement in the ku is “isola- 
tion”. The “enlightened patriot’, says Mr Blair, “is not the person 
who pulls up the drawbridge and sits in his tower musing on the 
errors of the world; but the person who recognises that no draw- 
bridge makes a nation safe and that we are better out in the world, 
fighting for what we believe in." 





































Robin Cook's bananas 






































































| 
Well of course. But to be Eurosceptical—to question, that is, | 
whether Britain's interests would be served if Europe adopted | 
common foreign, defence, social and fiscal policies—is hardly | 
"pulling up the drawbridge". In this same speech, Mr Blair said 
that Britain was a "pivotal power" by virtue of having the world's | 
fourth-largest economy, excellent armed forces, а close relation- | 
ship with America and the Commonwealth, membershipofNaro | 
andsoon.Noneofthese would need tochange if Britainleftthebig | 
tent of the ku. More to the point, few Eurosceptics want Britain to | 
leave it. As Francis Maude, the Tories’ foreign-affairs spokesman | 
says, allof Britain's mainstream parties recognise the benefits of EU | 
membership. The question is the type of Europe it will be. 

That is surely a legitimate ques- | 
tion. And yet the government's an- | 
swer is an exercise in denial Mr | 
Cook calls the danger of Britain be- | 
ing absorbed in a superstate “the | 
biggest Euromyth of all", on the | 
grounds that the people of Europe, | 
including the people of Britain, | 
would never allow it.Butevenifyou | 
overlook an inconvenient detail | 
(that the people of Europe are sel- 

dom directly consulted about the 
scope of the "ever closer" union to | 
which their governments have 
signed up), this is no answer. It sim- 
ply stands to reason that ever closer 
union requires. some whittling 
away--call it pooling, if that feels 
better—of national sovereignty. 
And even if you think this no bad 
thing, the trade-off entailed cannot | 
be magicked away by minting a | 
| 
| 
i 
i 
| 
| 
| 
| 
| 
| 





soundbite, as Mr Blair did in War- 
saw last month when he said that 
Europe aimed to become a "super- 
power" and not a “superstate”. 
Naturally, the governmentis ex- 
quisitely aware of all this. Indeed, it 
‘has timed its present speechifying 
as a pre-emptive strike against the 
Be uncomfortable headlines it expects 
from Nice next month, where the gu will be rewriting its rules in 
anticipation of an expanded membership. And whatever Mr 
Cook tells the British people, he would have to be in.a state of 
pathological denial if he is still telling himself that no European 
leaders see a superstate or something like it as the eu's ultimate ob- 









jective. In the very week that Britain's government was denounc- 


ing the superstate as a “myth”, Joschka Fischer, Germany's foreign 
minister, was floating the idea that the eu might benefit from a di- 
rectly elected president. In the spare time he has left when he isnot 
telling Britons that they have nothing to fear, Mr Cook is working 
assiduously to stave off moves to enlarge the £u’s competence in 
areas such as taxation and social security: 

None of the foregoing is intended to argue for withdrawing 
from the eu, nor even for freezing it where it stands. tis only a plea 
to treat citizens as adults. For at least 30 years, British governments 
have pretended that this project mattered much more for eco- 
nomics than for politics, It was never true. Now Messrs Blair and 
Cook call it unpatriotic even to ask where the adventure will end. 
What nonsense. Even the tabloids are more honest than that. 
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JBM is a 


January: His company urgently needed to better manage 
expanding scope of business. 


February: Arrives in the nick of time and recommends 
partnership with IBM. 


May: He transforms his company.into an integrated 
e-business from end to end. 


iens | 





e-business is changing the way you do business. 





To get ahead in today's fast-changing environment, companies 
like yours need to become e-businesses. To manage this 
significant change, it helps to have an experienced and reliable 
e-business partner like IBM. We offer you not just a broad range 
of leading-edge business ideas and technologies, but also 
the expertise tc make them work for your individual business. 
Everything from e-commerce, CRM, anc SCM to Business 
Intelligence is integrated, robust and scalable, saving you the 
hassle of managing piecemeal solutions from different vendors. 
To see how IBM can work wonders for vour company, visit 
www.ibm.com/sg/asia today. 


registered trademark and the e-business logo is a trademark o! International Business Machines Corp. in the U.S. and/or o:her countries Copyright IBM Corporation 2000. All nghts reserved 
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By hovering at a constant speed of 50 wing 
flaps per second, the hummingbird has the 
absolute stability required for the intake of life 


giving nectar, whatever the conditions. 


Our assured judgement provides clients with 
secure access to both the local currency and 


international markets. 


The Treasury and Capital Markets operation of 
HSBC is the number one underwriter of debt 
securities for all Asian issuers and local 


currency issues*. 


Since 1997, we have raised more than the 
equivalent of US$25 billion in ten currencies 
for our Asian clients. HSBC's assured 
judgement will deliver, whatever the 


conditions. 


*Capital Data Bondware Dec 1999 


www.asiapacific.markets.hsbc.com 
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NEW YORK 


How do you run a business whose share price has dropped by 90%? A lot of 


Internet companies are finding out 


| e NE balmy evening late last month, em- 
Z ployees of About.com, one of the larg- 
est Internet media sites, stood on the terrace 
of their new Manhattan headquarters and 
-toasted their good fortune. Scott Kurnit, the 
chief executive, assured them that the com- 
pany was growing healthily, had $130m in 
the bank and would become profitable in 
the next few quarters. Never mind 
that only days before, About’s share 
- price had fallen to nearly 85% below 
its level of eight months earlier. Nas- 
'daq's plunge, said one manager, was 
"like bad weather outside the win- 
dow"—depressing, but no reason to 
panic. "What happens to the share 
"price doesn't necessarily have any re- 
lation to the health of our underlying 
business." Brave talk. Within days it 
was proved wrong. 
About announced at the end of 
the month that it was selling itself to 
:Primedia, a magazine publisher. The 
‘deal may make sense, but it would not 
have happened as it did had About's 
share price not fallen so far. The mes- 
sage that Internet firms are getting 
from Nasdaq's correction since March 
is that investors have become far 
more discriminating. They want mar- 
ket leaders. And a new realism has 
emerged about how much even these 
should be worth. 

‘Nearly 60 big Internet firms have 
seen their share prices fall by 90% or 
more from their peaks, and hundreds 
more have fallen by more than half. In 
times like this, many rush to distance 
themselves from the "irrational" be- 
haviour of the markets. Just as their 
firms' prospects were never as won- 
derful as those multibillion-dollar valua- 
tions implied a year ago, they say, nor are 
they as poor as their slumping shares now 
suggest. "It wasn't real then and it's not real 
now,” argues Glen Meakem, chief executive 
of FreeMarkets, a business-to-business auc- 
tioneer that, like About, has gone from 
golden calf to plain brown goat in the mar- 
ket's eyes. 

The first part is true, anyway. Those diz- 
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zying 90%-plus plunges are from heights 
reached only briefly, sometimes just for a 
few weeks in March. Some of the firms trad- 
ing at a tenth of their peak are still above 
their prices at the initial public offering. That 
said, many web firms had assumed that they 
would be worth more than they now are. 
And though in some cases a firm can ignore 





itsshare price and focuson its business, there 
are many places where the virtual world of 
capital markets and the real world of com- 
panies day-to-day operations intersect, 
sometimes painfully. 

Although all publicly traded firms feel 
pressure from their shareholders to show 
healthy returns, Internet companies are par- 
ticularly exposed to the equity markets. This 
is partly because they tend to be young, un- 


















profitable and dependent on capital infu 
sions to grow. By the sametoken, their youth, 
and the youth of the markets they werei 
teringor creating, suggested great growth 
tential, which is why their shares were 
ued so highly in the first place. m 

This disconnect between the cash tha 
Arms did not have, and the equity valuations 
they did, created a dot.com business culture 
that made equity the currency of the realm 
Internet firms paid their employees in pa 
with shares, as they did their suppliers; The 
executives; were big shareholders an 
bought other companies with stock, not 
cash. When the shares were worth a lot, thi 
worked well. Now that they are not, the costs 
of anequity culture are showing. | 

The most obvious cost involves stock 
options. For employees hired over the past 
year, options have become virtually 
meaningless, since the "strike" price at 
which they can be exercised is far 
above the current market price, 
ing them. deep “under water”. Si 
options were a big reason why p 
were willingto workthelongt hours 
low pay that many dot.coms require 
the market correction has left man 
firms struggling to hold on to staf 

As a result, firms with дери 
shares, from tiny dot.coms to Mk 
soft, have had to increase their с 
salaries, reset strike prices and is 
new options. For instance, usinteme 
working, an applications service pro- 
vider, has allowed some employees to 
trade in their existing, overpriced op- 
tions for options repriced to current 
market conditions, at a ratio of two to 
one. Interestingly, however, - many 
beaten-up firms report that attracting 
new employees with stock options 
works.as well as ever; at today's strike 
prices, the options offered by: many 
firmsseem a bargain. 

Even at current share prices, many 
employees who joined before their 
firm's РО are still above water. Those 
who have suffered most are the founi- 
ders and top executives, who tend to 
have more of their wealth tied up in 
options and equity. In one spectacular 
reversal of fortune, Michael Donahue's stake 
in InterWorld, a software firm, dropped in 
value from $448m tolessthan $12m this year. 
Shelby Bryan, the chief executive of Internet 
Capital Group, a business-to-business hold- : 
ing company, was once worth nearly $100m; 
Now heis noteven a millionaire. ; 

Even harder hitare those whojumpedto 
the Internet from traditional business, For 
instance, George Shaheen left the top job at 
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his compensation package from $285m to 
$2.7m today. And pity poor Heidi Miller, 
who left a top job at Citigroup for Priceline, a 
bargain-finding Internet firm that is now 
down 90% from when she joined, while Ci- 
tigroup is up. On November oth she packed 
her bags, disenchanted with her new firm. 


< Relative values 


_ The sharp fall in share prices has also had an 
: impact on mergers. For deals within a single 
industry, a depressed share price mày not 
matter much, since both partners will have 
dropped by similar amounts, maintaining 
the same relative difference in valuation be- 
tween buyer and seller. But for cross-indus- 
try deals, relative changes in valuation can 
turn a buyer into a seller, as About and Pri- 
media have found. Cash then becomes king. 
With the capital markets closed, those firms 
7 that do not need money find easy pickings 
among those that do. | 
> The lucky companies that raised all the 
“money they needed to reach profitability 
_ before last March, such as Amazon and Ask- 
eeves, are in prime position, able to con- 
serve their equity for a time when it will be 
worth more. But for those that need more 
cash now, the price can be high. EToys, 
Buy.com and Webvan may have to raise as 
uch as $300m between them over the next 
суваг to become profitable; if they cannot, 
«they may go the way of pets.com, furni- 
ture.com, bike.com and mothernature.com, 
ll of which went bust in the past week. 
ıı: “The lesson is to raise money when you 
; don't need it, because it won't be available 
when you do,” says Karl Jacob, founder of 
.Keen.com, which managed toraise $42m last 
month thanks to Mr Jacob's Microsoft pedi- 
“gree and blue-chip backing. Bankers reckon 
; that most of the venture capital now going 
into previously funded Internet companies 
is in “down rounds”, or valuations below 
‘those at which previous investors bought in. 
This means that those investors are taking a 
loss, which will soon start to show up in 
lower returns throughout the venture-capi- 
talindustry. 
Part of the problem is that the favoured 
-dot.com door to capital—the 1rpo—has tem- 
porarily slammed shut, and along with it the 
preferred exit for venture capitalists, New In- 
ternet-related listings are at their lowest in 
years. Those that do make it. are usually 
_ forced to cut their offer price. And the whiff 
ОЁ desperation. produced. by this tends to 
send the shares tumbling immediately after 
listing--a phenomenon bankers morbidly 
describe. asa "death spiral". 
Rather than sell themselves cheap and 
.. tisk the agony of a falling price; many firms 
‚аге choosing to pull their repos (see chart); 
cancellations now exceed new listings. 
Compared with delay, this has the advan- 
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"promptly nosedived, sending the value of 







































tage of freeing the firm from the mandated 
"quiet period", during which it is prohibited 
from marketing itself in anything but the 
simplest ways, and allows it to change its 
business without having to refile reams of le- 
gal documents. But cancellations are risky. 
Digital Entertainment went bust soon after 
pulling its share offering in February; other 
firms,such as Reel.com, iOwn, AltaVista and 
Techies.com, have had to endure large-scale 
layoffs after their listings were pulled. 

Worse even than потро is a listing that 
goes horribly wrong. Firms whose share 
price falls below $1 for more than 30days risk 
being delisted, a fate from which few retum. 
Dot.coms now on the brink include Planetrx 
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s planning a ludicrous one for eight 
reverse stock split in a bid to stay listed) and 
theglobe.com, which was one of the earliest 
Internet stockmarket stars. 

For most Internet firms, the main task is 
to spend less and try to claw their way to 
profitability. A year ago, dot.coms tended to 
operate on the assumption that growth was 
everythingand more money would be avail- 
able when it was needed. Now many have to 
assume that they may never raise money 
again until they are ready to go public, or are 
bought. Suddenly, cash "burn rates" are the 
hottest indicator of health, and they are wor- 
rying: on September 3oth, some 36 of Amer- 
ica's listed Internet firms had less than six 
months ofcash left, according to Pegasus Re- 
search. Some 85 were on track to burn out 
within a year. 

Nasdaq's slump has highlighted the dif- 
ference between companies that are being 
pounded because their industry is out of fa- 
vour (this applies to many right now, with 
special scorn heaped on e-tailers, business- 
to-business trading hubs and incubators) 
and those whose punishment has been 
earned by mistakes. The good companies in 
shunned industries are those with strong 
enough operations and cashflows to 
weather the storm. Their challenge is to keep 
up staff morale and to avoid the self-doubt 
that comes with a blighted share price. As for 
the rest, well, easy come,easy go. 


— TET RENE A 








DaimlerChrysler 


The reckoning 


DETROIT 


LNOTHER senior American executive is 
about to find himself on the wrong side 
of DaimlerChrysler's revolving door. Since 
the so-called merger of Germany's Daimler- 
Benz and America's Chrysler was completed 
two years ago, a steady stream of top manag- 
ers has abandoned the transatlantic car 
maker. But the departure of James Holden, 
after just 13 months as the Chrysler arm's 
president, is anything but voluntary. The 49- 
year-old was expected to be formally ousted 
at a meeting of the company's supervisory 
board due to take place on November 17th. 
Company sources say he will be replaced by 
Dieter Zetsche, who runs Daimler'slorry and 
vàn business. 

Until recently, Mr Holden seemed to be 
in favour with Daimler's chairman, Jürgen 
Schrempp. But with most car-industry an- 
alysts forecasting a sharp downturn in the 
American market next year, the mood at the 
company is fast switching from concem to 
panic. Chrysler reported a $512m loss in the 
third quarter, its first red ink in nine years. 
Few observers expect a tum-round soon. 
Chrysler's sales are slumping, despite the 
launch of new minivans, which accounted 


for mostof its profits in the past. 

As inventories piled up, Mr Holden 
closed seven plants for a week last month. 
But he failed to warn head office in Stuttgart. 
Moreover, the closures appeared to contra- 
dict Mr Schrempp's assurances that there 
would bea recovery in the fourth quarter. 

Aware that his star was sinking, Mr 
Holden ordered costs to be cut—Chrysler 
plans to reduce spending on new products 
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Ultimate - the most efficient bicycle ever made, having achieved a world record speed 
of 334.6km/h. Made from pre-pregnated carbon weave, a highly advanced material 
developed primarily for military purposes, it weighs a mere 4.9kg. 


Success demands more. 








>O many experts doing the job of опе, Scary thought, isn't it? Yet, that's what happens when 


ompanies move their products via the internet. They use different experts for software, order v Ў 
processing, warehouse management, transport, payment processing and after sales service Я | М 3i | 
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TOKYO. 


T IS not much. fun being a minority 
shareholder in Japan. An intricate net- 
work of cross-shareholdings and boards 
|. made up only of insiders conspire to pro- 
“| tect company bosses from the conse- 
quences of their so follies. 
“Yet there is one outlet for Japan's frustrated 
and routinely abused sharehold- 
ers: the courts. Since 1993, when a 
law change by the ruling Lib- 
eral Democratic Party (LDP) 
made it cheaper for sharehold- [3 
ers to sue, there has been a 
small boom in lawsuits. So nu- 
merous have they become, in fact, 
_ that the pr now wants to put a stop to 
them. 
Egged on by the Keidanren, Japan's 
big-business club, the government has 
been trying to meddle with the system 
for several years. So far, however, its 
proposals have been shot down by 
` Japan's legal establishment before they 
‘| have ever managed to reach parliament. 
'^ The lawyers think that shareholder 
suits, which have grown from almost 
nothing to about 200 a year, are a healthy 
checkon Japan'sotherwise unaccountable 
bosses. Celebrated recent cases involved 
securities firms that had made payments 





to corporate racketeers, and construction 
companies that continued with hefty do- 
nations to the Lpr despite being close to 
death. (The donations were made, accord- 
ingtooneconstruction firm, in the interests 
of “maintaining liberalism”) 

But a recent Japanese court order that 









executives of Daiwa Bank should pay 
$775m to shareholders for failing to oversee 
arogue trader who lost more than $1 billion 
in New York has persuaded the грр to 
make one last push to change the law. 
Should its new bill make it through parlia- 
ment next year, as looks likely, directors 
may be able to limit their liability to two 
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years’ pay. This is not quite аѕ drastic a i 
change as it looks. The new rule limiting li- 
ability will not apply in instances of gross 
ee ча since milder offences |. 
are extremely hard to prove, | is the usual ` 
charge in apes anyway. 
Cunningly, however, the Keidanren | 
has used the lawsuit debate to stifle moves _ 
to reform Japanese corporate governance 
more widely, says Nicholas Benes of Japan 
Transaction Partners, a merger boutique. А. 
few reform-minded businessmen want | 
Japan to ditch its system of compliant 
board appointments, called kansayaku,in 
favour of American-inspired independent 
directors. In theory, the kansayaku keep. 
an independent eye on the workings of a _ 
board. In practice, there is precious little 
Objective oversight. 
Reformers had been hoping that | 
changes. to. Japan's: commercial. code. . 
would allow companies to choose Бе- 
tween the two systems. Competitionin the. | 
marketplace would then drive out. the 
weaker system, meaning that the kan 
sayaku would die a natural death. Itis the | 
horrifying prospect of truly independent. 
directors that the Keidanren is now trying, | 
with government help, to head off. Besides. - 
weakening the shareholder-lawsuit sys- 
tem, the LpP's proposed bill would 
strengthen the kansayaku system—and, | 
anti-reformers hope, strangle debate about: 
alternatives, too. 











by $12 billion, to $36 billion, over the next 
four years—and fired off a series of memos 
pleading for help. In one, he warned his 
American staff that “another negative sur- 
prise will completely undermine my re- 
maining credibility with the board.” 

Mr Holden is not the first senior Ameri- 
can to feel Mr Schrempp's wrath. He was 
promoted to president in October 1999, fol- 
lowing the firing of Thomas Stallkamp, who 
had been Chryslers president before the 
merger. When Daimler and Chrysler first 
announced their engagement, in May 1998, 
Mr Schrempp insisted it would be a “merger 

of equals". But in a candid interview in the 
Financial Times last month, the chess-play- 
ing German admitted that the image of a 
merger was merely a feint; he had always in- 
tended to turn the American firm into just 
another division of the Daimler empire. 
With Mr Holden gone and Chrysler's chief 
designer, Tom Gale, ready to retire next 
month, DaimlerChrysler may soon have no 
Americans left on its managing board. 

Not surprisingly, morale at Daimler- 
Chryslers American headquarters has 
plummeted. Things are little brighter among 
analysts, most of whom have turned bearish 
on the company. Since its shares were first 
traded two years ago, its value has fallen 
sharply (see chart on previous page). 
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Ever the chess player, Mr Schrempp in- 
sists the game is far from over. But leaks from 
Stuttgart suggest that Daimler’s German 
managers are struggling to find a way out of 
the mess they bought. Cost-cutting is likely 
to get fiercer, Chrysler insiders fear (this ef- 
fortisexpected tobeled by another German: 
Wolfgang Bernhard, a top executive at Mer- 
cedes-Benz). Buteven moredrastic measures 
are in the air: a sale of Chrysler altogether or, 
mote likely, the closure of its car-making op- 
erations, leaving only such money-makers 
as Jeep sport-utility vehicles. At the very 
least, further layoffs are likely. To old hands 
in Detroit, there is a weary familiarity to a se- 
quence of events linking a softening car mar- 
ket, a crisis at Chrysler and the first intima- 
tions of an economic slowdown: Chrysler 
could almost be a leading indicator for the 
economy. 

Stuttgart has created ten teams charged 
with reorganising DaimlerChrysler’s Ameri- 
can operations tocut costs. This suggests that 
the exodus of key personnel is likely to con- 
tinue, throwing things into further chaos. 
One of Mr Zetsche's challenges will be to 
wedge shut Chrysler's revolving door. He is 
going to need all the talent he can muster to 
avoid becoming the first German casualty in 
DaimlerChrysler's American crisis. 
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Lernout & Hauspie 


Translation 
errors 


UROPE is not so rich in software success. - 

stories that it can shrug off a disaster such 
as that gripping Lernout & Hauspie (кан), a 
pioneer of speech-recognition and machine | 
translation technology. The company, based : 
in Belgium, has suffered a wave of indignities _ 
from which it will struggle to recover. E 

Last week ran admitted, after months of 
denial and an investigation by America's бе. 
curities and Exchange Commission (SEC). 
that, because of past accounting "errors and 
irregularities"--a term that could cover. 
fraud—it would have to restate its profits for” 
the past two-and-a-half years and delay its 
third-quarter results by several weeks. Nas- 
дад and Еаѕдад, the tech-heavy stockmark- 
ets on either side of the Atlantic, both sus- 
pended dealings in the firm's shares. 

Almost as an aside, Lan also announced 
that its two founders and co-chairmen, Jo 
Lernout and Pol Hauspie, were stepping 
down to make way for Roel Pieper, a tough 
Dutch executive who has worked at Tandem 
Computer and Philips. The message was 












85 


BUSINESS 





Belgian blues 


Lernout & Hauspie's share price, $ 
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that Mr Pieper and John Duerden, a former 
boss of Dictaphone who was hurriedly ap- 
pointed chief executive in August, replacing 
Gaston Bastaiens, had the authority to un- 
earth the truth and clean up the mess. Not 
before time, ган investors might mutter: 
they have seen the value of their shares fall 
by more than 95% between March and last 
week’s suspension of trading. 

As recently as June, Lan still seemed to 
have a bright future. Mr Bastaiens had used 
its high-flying shares to help acquire two ri- 
vals, Dictaphone and Dragon Systems, for a 
combined $1 billion. After a string of other 
deals, spread over several years, ган had 
turned itself into the leader in a market that 
many believe is about to take off, thanks to 
huge increases in affordable computing 
power and the pressing need to make the In- 
ternet both global and multilingual. 

Although such giants as IBM, Philips, Mi- 
crosoft and even Intel (the last two of which 
own stakes in LaH) were all pouring money 
into speech technology for computing and 
communications devices, єн alone had the 
right combination of focus and size. Mr 
Bastaiens, a Silicon Valley veteran who re- 
turned to his native Belgium to run ган in 
1996, just after its Nasdaq debut, could even 
claim that the firm was ready to rub shoul- 
ders with the likes of sar and Nokia. 

That said, there was always something 
slightly hubristic about both тан and Mr 
Bastaiens. Speech recognition is a technol- 
ogy that has so far promised more than it has 
delivered, as anybody who has tried using 
L&H products as a substitute for their mouse 
and keyboard can testify. A gap between 
claim and reality is hardly unknown in the 
software industry, but 1&н had acquired a 
reputation for stretching it farther than most. 

Software firms also tend to inflate differ- 
ences between claims and reality on finan- 
cial performance. But, here too, Lan has long 
been suspected of being in a class of its own, 
the main accusation being that it artificially 
boosts sales by doing deals with "related 
parties". Through an investment vehicle set 
up and, until recently, managed by Messrs 
Lernout and Hauspie, called the Flanders 
Language Valley Fund, it has created a web 


86 


of linked, privately held companies that li- 
cense and distribute its software. 

Last year, it had seemed that Làn was re- 
ducing its dependence on such related-party 
transactions. However, analysts’ concerns 
were re-awakened when the firm’s revenue 
numbers for the fourth quarter of 1999 were 
mysteriously boosted by huge sales growth 
in Asia. Brian Skiba, an analyst at Lehman 
Brothers, an investment bank, issued a re- 
port in February accusing LaH of not reveal- 
ing the true situation. 

In July, the truth started to come out. Be- 
cause of the Dragon and Dictaphone acqui- 
sitions, more than half of L&n's business was 
now in America, which meant filing more 
detailed financial statements. ган claimed 
that it received $58.9m in revenue from 
South Korea in the first quarter of this year, 
607 times more than a year earlier. It also 
emerged that in 1999 Singapore had come 
from nowhere to contribute $80.3m in sales, 
overtaking America as the company's largest 
market. The numbers seemed so peculiar 
that the Wall Street Journal set up an investi- 


Low-cost airlines 


Easy does it 


HIS year Southwest Airlines, a Texas- 

based low-cost carrier, will become the 
largest domestic airline in America—if, as 
expected, its passenger tally rises to 73m by 
the end of next month. EasyJet, a British 
start-up with a copycat business model, 
which floated a quarter of its shares on Lon- 
don’s stockmarket this week, has a similar 
ambition in Europe. Stelios Haji-Ioannou, its 
founder, hopes that it will become the larg- 
est airline flying inside the European Union 
within ten years. Investors seemed to like his 
pitch: Easy Jet's shares were trad- 
ing at a premium of 10% over the 
offer price on November 15th, 
valuing the company at around 
£850m ($1.2 billion). 

Mr Haji-loannou’s ambition 
may seem a tall order for an air- 
line with only 19 aircraft, flying 
from four bases—Luton, near 
London, Geneva, Liverpool and 
(from January) Amsterdam. But 
he is more than doubling the size 
of his fleet to 44 aircraft, increas- 
ing capacity (and, he hopes, rev- 
enues) by an annual 25% over 
the next four years. EasyJet is de- 
termined to chase after Ryanair, 
its bigger and longer-estab- 
lished low-fare rival (see table 
on next page). Ryanair has envi- 
able operating margins of 
around 30%, although these are 
bound to fall as it replaces its 
secondhand fleet with new Boe- 


gative team to begin some serious diggir 
What followed was a series of ar 
suggesting that the free-spending custo 
in South Korea and Singapore were m 
start-ups and joint ventures that owed 
existence to Lan. On August 24th, follc 
"discrepancies" between his explanz 
and the findings of the Journal's repc 
Mr Bastaiens was forced out of his ji 
month later, the sec launched its own р 
What happens next is unclear. The 
pany hopes to produce the results of a 
ternal audit within a month, and to begi 
difficult job of rebuilding trust. But it 
the further threat of class-action suits 
angry investors. Yet Lehman’s Mr ! 
thinks ган could still save itself. It ha 
pressive technology in a growing m: 
and, unlike Baan, a Dutch software fim 
collapsed earlier this year, it doesn't ha 
$АР trying to kill it. The real lessons o 
painful affair are ones of governance 
culture. ган wanted to build a global 
ness, but it failed to understand tha: 
means playing by largely American ruk 


ing 7375. The much-bigger Southwest, м 
has 334 aircraft, with another 400 on c 
enjoys margins of around 15%. 

Shares of both Ryanair and South 
fetch multiples of over 30 times pr 
whereas Easy]Jet's launch price puts it i 
low 20s, more comparable with a cor 
tional airline such as British Airways 
There is a good reason for this relat 
modest rating: EasyJet’s operating man 
still only 11%. It hopes that this will img 
as the benefits of scale kick in, and that i 





Modest margins, immodest founder 
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ores а media 


Merger of its TV assets 
with Granada Media 


£1.75 billion 


Financial Adviser & Joint Broker 


Current 


М7 
WIND 
Successful Debut 

Senior Credit Facility 
€2.4 billion 


Joint Arranger & Underwriter 
July 2000 


Senior Credit Facility 
Є21 billlion 
Joint Arranger & Underwriter 
September 2000 


Major divestiture 


Secondary Offering 


€133 billion 


Joint Global Coordinator & Joint Bookrunner 


Germany June 2000 


EF d 


Telkom SA Limited 


Largest EEMEA corporate issue 
in euro 


712596 Eurobonds due 2005 


€500 million 


Joint Bookrunner 


South Africa 


Dresdner Kleinwort Benson is the marketing name associated with the global 
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Germany 


Germany 


T- - Online 


Acquisition of Ya.com 


€550 million 


Financial Adviser 


October 2000 


2nd largest Spanish syndicated loan 
Senicr Credit Facility 


€8 billion 


Joint Arranger & Bookrunner 


September 2000 


Major Early Stage 
Private Equity Investments 


€150 million 


Private Equity Investor 


December 1999/June 2000 


Acquisition of Telco Systems 


US$326.6 million 
Financial Adviser & Sole Bookrunner to 
the associated fund raising 


February 2000 
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silicon.com 


Equity investment 


£25 million 


Equity Investor 


October 1999/October 2000 


огапде 
Major divestiture 
Acquisition by Mannesmann 
£19. billion 


Joint Financial Adviser & Broker 
November 1999 


Acquisition by France Telecom 
£25.1 billion 
Joint Financial Adviser 
August 2000 


T- -Online 


Financial News 
Deal of the Quarter (Q2) 


Initial Public Offering 


€2.9 billion 


Joint Global Coordinator & Joint Bookrunner 


Germany April 2000 


BBB+ rated corporate at time of launch 
6.12596 Bonds due 2007 


€650 million 


Joint Bookrunner 


January 2000 
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take advantage of the problems affecting Eu- 
rope's big flag-carriers, such as KLM and BA. 

BA is about to announce a drastic cut- 
back of its European network (which loses 
£300m a year), and plans to sell its own no- 
frills airline, Go, which is losing money. Mr 
Haji-loannou says he is looking closely at 

“Go, possibly with a view to buying it. 

The trouble with Go (and with кїм no- 
frills offshoot, Buzz) is that it does not have 
the essential characteristic of a low-cost atr- 

“line: genuinely low costs. It runs conven- 
tional routes to busy airports, which means 
high landing costs, slow turn-rounds and 
lower aircraft utilisation than Ryanair or Ea- 
syJet, which mainly use secondary airports, 
often far from city centres. 

‘Analysts think that EasyJet could re- 
shape Go's network to make it work. So BA's 

"problem child might prove irresistible to Mr 
Haji-loannou, even if he has to issue more 
shares to pay for it. Ray Webster, Easy]et's 
chief executive, made it plain this week that 
one reason for the unambitious offer for Ea- 
syJet's shares was to leave investors feeling 
sweet so as to smooth the way for further 
share issues as the airline expanded. 

Southwest, Ryanair and EasyJet share 
one characteristic: a simple city-to-city pro- 
duct, sold heavily on the Internet, which cuts 
out travel agents' commissions; each route 
they fly has to depend on demand in the lo- 
cal area. “We don't do feeds and we don't do 
connections," says Mr Haji-loannou. Main- 
stream carriers~-such as км and Air France 
in Europe, and Delta in America—do things 
differently: they гип waves of flights into 
their hubs to hook up to waves of flights to 
onward destinations. 

For the moment, EasyJet’s priority is to 
Stick with its existing bases and increase the 
density of flights on its 28 routes, rather than 
expand into new markets. This cautious ap- 
proach is probably wise. Another low-cost 
airline, Debonair, went bust a year ago after 
expanding too fast, and losses at Sir Richard 
Branson's Virgin Express are still rising. Mr 
Haji-loannou is well aware of the pitfalls he 
may encounter along the way: the sober Ea- 
syJet prospectus contains no fewer than 14 
pages on risks, including EasyJet’s exposure 
tó air-traffic delays (which could wreck its 
impressive aircraft utilisation rates) and a 
running dispute with Luton Airport over 
landing fees. The airline may yet find that it 
isone thing to have lofty goals, but another to 
meet them. 
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Life sciences 


Green and 
dying 


ASHIONS in the boardroom can be as 

fickle as those on the catwalk. One of the 
latest big ideas tocome unstuck is the “life sci- 
ences” company, with divisions specialising 
in agriculture, pharmaceuticals and nutrition 
all under one roof. The merit of this was 
trumpeted in the mid-to-late 1990s by firms 
that looked forward not only to synergies, but 
toa harvest of novel products. 

This week, Aventis, a Franco-German 
drug company, announced that it will sell its 
agricultural business by the end of next year, 
in effect calling time on the life sciences 
dream. No wonder: whereas sales from its 
pharmaceutical division reached €118 bil- 
lion ($11.1 billion) in the first nine months of 
this year, a 16.2% increase on a year earlier, 
sales at Aventis CropScience, the agrochemi- 
cal and genetically modified (Gm) seed busi- 
ness, shrank by 1.4% to €3.5 billion. Agricul- 
tural sales have been dented by the lingering 
impact of the emerging-market crisis on 
commodity prices; and the popular backlash 
against Gm foods in Europe has dashed the 
expectations for high-tech seeds. The con- 
tinuing (and costly) mess in America over 
Aventis’s Gm maize has further damaged the 
crop division. 

Nor is Aventis the first firm to put its agri- 
cultural division out to pasture. AstraZeneca 
and Novartis, two other life science evange- 
lists, agreed to combine their agribusinesses 
into a single entity last year. Their new cre- 
ation, Syngenta, made its stockmarket debut 
on November 13th. The firm's prospectus 
suggested a value of $10 billion. However, 
after the first day's trading Syngenta's market 
capitalisation was only a little over $5 billion. 
Aventis will be watching how Syngenta 
fares, as it decides whether to float its 
crop business or to make a trade sale. 

The unravelling of life sciences 
comes as no surprise to cynics who 
saw itless as a business strategy than 
asa pretty label to stick on what was 
left of companies once they 
“evolved” by disposing of 
their low-margin, cyclical 
chemicals assets. As Michael 
Pragnell, head of Syngenta, 
points out, keeping agriculture 
and pharmaceuticals together 
provides synergies in basic re- 
search, but these soon 
evaporate when it 
comes to further de- 
velopment and market- 
ing. Moreover, such benefits are easily di- 
luted by the strain of having to manage two 
very different businesses. 

What then of the firms that still keep 
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drugs and agriculture together? Pharmacia, a. : 
drug company that bought Monsanto, per- 
haps the best-known life sciences firm ofthe = 
lot, is expected to sell the whole agribusiness : 
within two years. DuPont, a chemicals con- 
glomerate, increased its exposure to agri- - 
business with its $7.7 billion purchase of Pio- 
neer Hi-Bred last year. Tke shortcomir 

its pharmaceutical division are increasing 
apparent; however, since sales of two of i 
leading products are under threat from ge- 
nericcompetition and it has a lacklustre drug 
pipeline: Р.Ј. Juvekar, a chemicals analyst at 
Schroder Salomon Smith Barney, reckons 
DuPontlacks the size to survive in drug mak- | 
ing,and is likely tosell thebusiness. ; 
Germany's BAsr is said to be contem- 
plating a similar move. While its agrochem 
cal division has grown through the purcha: 
of American Cyanamid earlier this year; its 
drug division is relatively small. sAsr does, 
however, enjoy lucrative sales of a drug for 
thyroid dysfunction and has a promising 
anti-obesity medicine. Eli Lilly and Bristol 
Myers Squibb could both be interested in its 
drug-making arm. 

One of the last firms to keep pharma- 
ceuticals and agriculture together may. be 
Bayer, another German chemicals giant. Un 

like the restof the industry, whose operating 
margins in agribusiness are roughly half 
those in pharmaceuticals, Bayer's agro- 
chemical division is more profitable than its 
drug-making business, which suffers from 
poor marketing. The company has tried to 
beef up its drug division through alliances: 
with biotechnology firms, and is keen to find 
asuitable merger partner—a tough task since 
there are few firms of similar size left. But it is 
unlikely tochange its diversified strategy uri- 
til 2002 when its chief executive, Manfred 
Schneider, retires. It may then have litt 
choice, as consolidation and competition in 
drugs and agribusiness make it ever harder 
for firms to be good at both. 
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Deutsche Post 


Logistical challenge 


FRANKFURT 


Not long ago, Deutsche Post was merely Germany's national post office. Now 
it wants to be the world's top logistics company 


WICE bitten, thrice shy? Not, seemingly, 

Germany's growing army of sharehold- 
ers. In the past few weeks, Germans have 
been inundated with advertisements for 
"yellow shares" in the national post office, 
Deutsche Post. Those who still have shares 
from offerings by Deutsche Telekom and its 
Internet subsidiary, T-Online, sold amid 
much hype in the spring, are nursing losses. 
Yet Germans (as well as a fair number of for- 
eigners) are eager for more. They have been 
rushing to subscribe to the 25-29% of Deut- 
sche Post that is due to be floated on Novem- 
ber 20th, raising somewhere between €5.8 
billion ($5 billion) and €7.4 billion. 

Whether Deutsche Post will prove а 
£ood investment will depend largely on the 
success of a transformation brought about 
by its chairman, Klaus Zumwinkel. Mr Zum- 
winkel, who likes to spend his spare time 
climbing mountains, spent 16 years at 
McKinsey, a consultancy, before taking over 
the post office in 1990. He has not only 
turned a sleepy, loss-making utility into a 
proper business; he has also tried to tum 
Deutsche Post from a national post office 
into an international logistics giant, deliver- 
ing not just letters, but anything from any- 
where to anywhere else, at any time. 

Over the past two years, the growth of 
Deutsche Post and the expansion of its activ- 
ities have been remarkable (see chart). In 
1998, mail accounted for almost three-quar- 
ters of its tumover, with express parcels 
making up the rest. In the first half of this 
year, mail, though still the biggest of the 
company's four divisions, ac- 
counted for only 35% of sales. Par- 
cels’ share was about one-sixth. 
The rest—ie, almost half—was split 
evenly between new divisions for 
logistics and financial services. 
Equally striking, the share of sales 
coming from foreign operations 
leapt from a mere 2% in 1998 to 28% 
in the first half of this year. By next 
year, says Mr Zumwinkel, it will be 
40%, thanks to the acquisition ear- 
lier this year of a majority stake in 
DHL, a courier. 

To bring about this transfor- 
mation, Mr Zumwinkel has been 
buying companies left, right and 
centre. Since the start of 1999 Deut- 
sche Post has bought, besides DHL, 
a clutch of other logistics firms: 
Danzas, a Swiss company; the 
European operations of Nedlloyd, 
a Dutch firm; America’s Air Ex- 
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press International; and Sweden's Asc. The 
growth of the financial-services operation 
began when Deutsche Post took Germany’s 
state-owned Postbank (which already oper- 
ated in post offices) under its wing. To this 
deposit-taker has now been added a lender, 
with the acquisition of psi, another state- 
owned bank, which mainly provides fi- 
nance for new buildings. 

There remain three main obstacles for 
Deutsche Post to overcome if it is to succeed. 
The first is the long-delayed opening of Eu- 
rope’s national postal monopolies to com- 
petition. From 2003 the European Union 
plans to limit national post offices’ monop- 
oly to items weighing less than 50 grams, and 
to open direct mail and outbound interna- 
tional mail up to full competition. 

Some incumbent post offices, especially 
those in Britain and France, are resisting 
fiercely. But the Germans are more enthusi- 
astic: in two years’ time the monopoly in 
Germany, already down to 200 grams, is due 
to drop to 100, well below the limit in other 
European countries. Analysts reckon that, 
after TNT Post Groep, a privatised Dutch 
firm, Deutsche Post is Europe’s second-most 
efficient post office. So it should have less to 
fear than most from competition. 

Indeed, it should be well-placed to 
pinch business from other mail and logistics 
firms if itgets the chance. And in any case, Mr 
Zumwinkel points out, a cut in the monop- 
oly from 200 to 100 grams will expose only 
around 7% of mail sales to competition. 
“Maybe we'll lose 1-2% of profits,” he says. 





Zumwinkel feels bullish 








“But on the other hand, we can win market 
share in other countries." 

Thesecond big challenge is tougher: inte- 
grating its huge clutch of recently acquired 
businesses. Until this is done, the reorienta- 
tion of Deutsche Post will be incomplete. Al- 
though the mail business accounts for only 
around a third of sales, it still brings in more 
than 75% of profits. The company’s aim is to 
cut this to 50% by 2004. If this goal is to be 
met, new acquisitions will have to be woven 
quickly and successfully into its existing 
structure. 

The third challenge, wrapped as it is ina 
thick legal mist, is harder to judge, but poten- 
tially the most hazardous. Critics of Deut- 
sche Post say that it has, in effect, received il- 
legal state aid in the form of high, 
government-controlled charges for its do- 
mestic mail monopoly, and that it has used 
these monopoly profits to subsidise its ex- 
pansion into other markets. The company 
also stands accused of predatory pricing in 
its parcels business, which began to turn a 
profit only last year, after more than a de- 
cade of subsidised losses. The European 
Commission is investigating these and other 
allegations. The German government and 
Deutsche Post strenuously deny them. 

Should Deutsche Post be re- 
quired to “repay” state aid, Mr 
Zumwinkel insists, the effect on its 
profits would still be slight. Maybe 
so. The biggest repayment of state 
aid ever demanded was €227m, 
from Air France in 1995, and in that 
case the subsidy was explicit. Even 
something on that scale would 
scarcely dent Deutsche Post. 

Nonetheless, an adverse EU 
ruling would be damaging beyond 
its one-off blow to the bottom line, 
because it would show Mr Zum- 
winkel to be less sure-footed than 
he has looked so far. With no doubt 
second and third tranches of yel- 
low shares still to be sold, it could 
even make investors less eager next 
time around. For now, though, 
they seem happy to trudge behind 
Deutsche Post's determined boss. 
و‎ 
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` *Hagstrom's luminous 
| wisdom bestows upon 
the process of investing 
a degree of dignity 
that it richly deserves 
and seldom receives." 















Peter L. Bernstein 
President Peter L. Bernstein, Inc., 
and autbor "Tbe Power of Gold: 

Tbe History of an Obsession" 
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“Elegant and irresistible...Ideas 
spark off the page at every 
turn..simply a gem of a book." 

James Surowiecki, The New Yorker. 

More at www.etexere.com 
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If you want immediate worldwide access to your offshore account, 
all you need is a good idea. Like the Internatioral Debit Card from 
Standard Chartered 


With our Card, you can: 


Obtain local currency from over 560,000 VISA cash 
machines around the world 


Make direct payments at more than 18 million outlets 
worldwide - wherever you see the VISA symbol 


Choose from accounts in Sterling, US Dollars, or Euro 


Enjoy the hicher withdrawal and spending limits of 
our Gold Card, if you hold the equivalent of £50,000 
or more with us 


So, for instant access to your offshore money, contact us today. 


Tel: +44 (0) 1534 507001 Fax: +44 (0) 1534 507112 
E-mail: greg.bevan@uk.standardchartered.com 


Or if you are visiting London, call into our International Sales & 
Service Centre, 107/108 Park Lane, London W1. 


www.standardchartered.com/je 
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To: Greg Bevan, Standard Chartered Bank (CI) Limited, PO Box 830, Conway Street, 
St Helier, Jersey JE4 OUF, Channel Islands. Fax: +44 (0) 1534 507112 


Please let me have a better idea of the International Debit Card 
Please send me а copy of your free booklet ‘The Do's and Don'ts o* Offshore Banking" 
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Boris the Belligerent 


Is Boris Fedorov a self-interested gadfly, or a champion of investors’ rights 
and economic reform in Russia? 


F YOU like nothing better than a bruising 

argument, Russia is the place: Boris Fedo- 
rov, a formidably articulate politician- 
turned-banker, is enjoying himself hugely 
by banging away at the opaque and eccen- 
tric management of three of the country's 
most powerful companies. 

Each of Mr Fedorov's targets, in its way, 
keeps Russia together. Sberbank, a state- 
guaranteed savings institution, is easily the 
biggest and most important bit of the coun- 
try's financial system. United Energy Sys- 
tems (ues), the national electricity com- 
pany, keeps Russia functioning, more or 
less, as an industrialised country. And Gaz- 
prom is the most important of the lot: its gas 
stops Russia from freezing in winter, and its 
export revenues and tax payments help the 
state to fend off bankruptcy. 

Bad management at all three also holds 
Russia back. Sberbank is a tool of the central bank. Its regional 
branches function as cash dispensers for local chieftains. Gaz- 
prom and ves sell energy at a loss (at government behest). In many 
ways, these companies are run as the private fiefs of senior manag- 
ers. Gazprom has shifted billions of dollars of assets and cash flow 
toa shadowy, and hugely profitable, intermediary company, Itera, 
that many believe is linked to its bosses. ues’s chief executive, 
Anatoly Chubais, seems to run his firm to political as much as 
commercial ends: recently, for example, ves bought a rv station. 

Mr Fedorov, who sits on all three companies' boards as a rep- 
resentative of outside shareholders, campaigns for transparent, 
businesslike habits. His efforts go well beyond those of the govern- 
ment, which seems keener on changing the beneficiaries of Rus- 
sian big business than its management style. But they chime 
strongly with the most fashionable issue among outsiders dealing 
with Russia. This week, Standard & Poor's, a credit-rating agency, 
started scoring Russian firms on their corporate governance, and 
the ogcp published a new code of conduct for firms operating in 
the country. The World Economic Forum, a Swiss outfit that organ- 
ises schmoozing sessions for the rich and powerful, said that Rus- 
sian tycoons who breached its gover-  .. 
nance code would no longer be welcome 
atits annual jamboree in Davos. 

The two big questions about Mr Fedo- 
rov’s personal efforts concern self-interest 
and effectiveness. He is the founder and 
main shareholder of a small investment 
bank, United Financial Group (икс), 
which is the main market-maker in Gaz- 
prom shares. These come in two kinds: de- 
positary receipts traded in New York, and 
local shares that only Russians can buy. 
The second cost about half as much as the 
first. One of Mr Fedorov's aims is to create 
justone class of shares. There is atleast the 
possibility that market-sensitive in- 
formation about this, or other Gazprom 
affairs, could reach urc’s clients first. 

Mr Fedorov denies this with his cus- 











tomary mixture of charm and forcefulness. 
Of course he is representing urc's clients, he 
Says—their votes put him on the board. But 
he shares information willingly with out- 
side analysts and investors (true), and does 
not talk to his own traders first (harder to 
verify). Detractors are just jealous, he insists, 
because he is getting somewhere, and be- 
cause he is independent. 

The latter is not in doubt. Mr Fedorov's 
fierce independence—even his best friends 
do not call him a team player—has all but 
ended his political career. He has held pub- 
licofficeonly twice, as finance minister for a 
year in 1993, and as head of the tax service 
for three months in 1998. By his own ac- 
count he is too patriotic for Russia's wimpy 
economic reformers, but too free-market for 
anybody else. 

His barely veiled contempt for most of 
Russia's ruling class reflects his different origins. His own roots are 
a mixture of aristocracy and poverty: his father was a caretaker in a 
chocolate factory, but he recently unearthed his (Polish) family 
crest and the site of an estate granted to his family by Peter the 
Great. Most other prominent Russians came straight from the 
Communist nomenklatura, and probably think a coat of arms is 
what their bodyguard wears in cold weather. Mr Fedorov's pas- 
sionate enthusiasm for lawns, genealogy and the English country- 
side is a world away from the luxury villas, bimbos and casinos 
that tempt most Russian bigshots. 


Making a noise 


Despite being well-placed to make a difference, say Mr Fedorov's 
critics, he is merely making a lot of self-promoting noise. But noise 
may be the best tactic for now—if it can be made loud enough to 
shame politicians into action. In none of the three companies do 
minority shareholders alone have much chance of forcing man- 
agement to behave differently: that can come only through the 
government, which holds majority stakes in Sberbank and ues, 
and is also the largest shareholder in Gazprom. 

Partly thanks to Mr Fedorov, there is 
already progress. Sberbank recently pub- 
lished accounts that are less meaningless 
than previous versions. ves has revised its 
much-criticised plans for hasty sales of 
large chunks of generating capacity. Gaz- 
prom has started regular board meetings. 

Mr Fedorov points to Gazprom’s next 
board meeting, later this month, as a test 
of the state's intentions. "If the manage- 
ment says there is nothing wrong with It- 
era and the government accepts it, then it 
is a big blow,” he says. “If we raise the level 
of discussion high enough, then the gov- 
ernment will say it has to investigate fur- 
ther.” Either way, he is having fun provok- 
ing Russia's corporate giants, and 
(coincidentally, of course) getting splen- 
did publicity for himself and his bank. 
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Jumbo Pfandbrief market continues strong surge 


Europe's benchmark 
asset class attracts 
international investors 


In May of this year, the Jumbo Pfandbrief market passed 
an important milestone when it celebrated its fifth birth- 
day. Within that relatively short period of time, this highly 
liquid instrument has become firmly embedded within the 
landscape of the European fixed-income market. This is 
| because its attractive combination of unquestioned safety, 

„yield pick-up over government bonds and liquidity has made 
.. it an essential anchor investment in Euroland for institu- 
tional investors. 


The importance of the Jumbo Pfandbrief market is immedi- 
ately visihle from the strong growth since its establishment 
in May 1995. As of July 2000, there were almost 300 out- 
|. standing issues with a total volume amounting to over € 860 
billion and an average issuance size of € 1,3 billion, making 
the Jumbo Pfandbrief sector comfortably the largest seg- 
ment of the fast-growing European credit market. This is 
reflected in the Pfandbrief's important position within the 
leading Euroland bond indices, in whieh the instrument 
‘| now commands a share of up to 21%. 


Probably the clearest indicator of the success of the Jumbo 
Pfandbrief market, however, has been the speed with which 
it has spawned “look-alike” products in Euroland. France, 
Spain, Luxembourg 
and Finland have 
developed new mar- 
kets for Obligations 
Fonciéres, Cédulas 
Hipotecarias and Let- 
tres de Gage, etc., all of 
| which are modelled on 
the German produet, 
although none share 
| the unique characteris- 
tics or historieal pedi- 
gree of the Pfandbrief. 
Ireiand and Belgium 
c are currently preparing 
e i to launch their own 





versions of the covered 
bond market, 
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Continuous enhancement of liquidity 


Aside from developing into Europe's largest non-govern- 
ment market over the last five years, constant innovation 
has meant that liquidity in the Jumbo Pfandbrief seetor has 
also been enhanced considerably since its inception. Since 
the launch of the euro, for example, the average size of out- 
standings for a Jumbo bond has inereased from € 900 million 
to €1.3 billion, while the commitment of some 30 banks to 
make continuous markets in the Jumbo sector at very narrow 
bid/offer spreads has also been pivotal in the market’s 
improved liquidity. 


Expanded liquidity in the Jumbo Pfandbrief sector has 
also been supported by the rapidly developing repo market. 
A total of 17 banks have agreed to make markets in Pfand- 
brief repo operations, a commitment which covers more 
than 90 individual bond issues with a total outstanding vol- 
ume of € 170 billion. Repo market-makers quote two-way 
prices between 8.30am and 5.00pm for tickets of between 
€ 5 and € 15 million at a maximum bid/ask spread of 25 bp. 
As a result of this commitment, Pfandbrief repo trading vol- 
umes now average between € 6 and € 8 billion per day. 


A more recent initiative which has been successful in en- 
hancing liquidity in the market still further has been the 
launch of the EuroCreditMTS electronic trading platform 
for the most liquid issues in Euroland. In order to qualify 
for trading on this platform, bonds must be rated AAA and 
have a minimum size of € 3 billion. Additionally, an issuer's 
bonds сап only be traded on EuroCredit MTS if the borrow- 
er has bonds of at least € 10 billion outstanding in liquid 
denominations of at least € 500 million. To date, 17 of the 18 
issues trading on EuroCreditMTS are Jumbo Pfandbriefe, 
and bankers expect that these bonds could generate con- 
siderably more liquidity than those that do not qualify for 
entry into the system. 


Encouraging prospects for new issuance 


It was the minimum entry volume into EuroCredit MTS 
that prompted many issuers in the Jumbo market to focus 
over the last six to 12 
months on inereasing 
the size of existing 
issues to at least € 3 bil- 
lion. Even with these 
increases, however, 
total issuanee volume 
fell slightly over the 
first half of 2000. This 
was expected by most 
observers after extra- 
ordinary annual growth 
rates since 1995. 





Nevertheless, volumes 
of new issuance will 
remain resilient over 
the foreseeable future, 
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in part because many of the bonds 
issued in the early stages of the Jumbo 
market's existence are soon due to 
mature. Although not all of these 
issues will need to be refinanced, it is 


Public-Sector Loans Outstanding 






estimated that with more than 10% of German Mortgage Banks 
all outstanding issues maturing in both E 
2001 and 2002, refinancings will ac- Total: € 500 billion 
count for a considerable volume of new 
Pfandbriefe over the coming two years. 
3 Foreign loans 9.7% 
The sheer market size as well as safe- Other domestic loans 1.4% tree on 


ty, yield and liquidity make Pfand- 
briefe a natural benchmark for fixed- 
income spread products in Euroland, 
since no other non-government bond 
offers their advantages. 

Domestic banks 35.1% 
This bodes well for the medium-term 
prospects of the Pfandbrief market. 
This is particularly the case in Euroland 
which in the past has naturally been 
the focal point of the rapid growth in 
new issuance volume. While non-Euro- 
pean investors have understandably 
been hesitant to buy euro-denominated 
assets over the last year and are wait- 
ing for the single European currency to stabilize, Frankfurt- 
based bankers say that the number of enquiries they are 
now receiving from investors in the US and Asia suggest 
that it is only a matter of time before they turn to the Pfand- 
brief market as well. 


Status: July 31, 2000 


Relative value in the market 
increasing in importance 


For investors assessing the merits of the Pfandbrief 
market today — be they from Euroland or beyond - it is clear 
that Jumbo bonds offer outstandingly good value at current 
prices. Like other credit products which experienced spread- 
widening against their respective benchmarks, the Pfand- 
brief spread over bunds increased in the 10-year maturity 
from about 20 basis points (bp) at the start of 1998 to 60bp 


European "Pfandbrief" Markets 
The Market View as at end-September 2000 


Outstanding Volume 
(in billion euros) 











Cédulas Hipotecarias 





Domestic securitized 
loans 2.6% 








Source: VDH 


today. In the five-year maturity, meanwhile, the spread to 
bunds now stands at about 40bp. Speaking at a recent con- 
ference in Amsterdam, Wolfgang Hollender, Head of the 
Pfandbrief Commitee of the Association of German Mort- 
gage Banks, alerted his audience to the unprecedented 
opportunity that this spread now offers fixed-income 
investors. “As I see it,” he said, “the present spread 
for what, as a rule, is a triple-A rated Jumbo Pfandbrief 
with its proven liquidity is too high. This is why, after 
a certain sideways movement in the near future, I expect 
the spreads to drop markedly again in the new year at the 
latest." This antieipated outperforming of Pfandbriefe 
against bunds offers excellent opportunities for investors. 


Most analysts appear to share this view. Although the 
Pfandbrief market is highly homogeneous. there are oppor- 
tunities to improve performance of outstanding issues in 
the market. Therefore many ana- 
lysts recommend that investors 
concentrate much more fully on 
analyzing relative value in to- 
day's Pfandbrief market. 


Spread vs. 


Already, a number of leading 
Pfandbriefe (bp) 


German and international invest- 
ment banks are publishing de- 
tailed analytical research spot- 
lighting relative value opportu- 
nities in the Jambo Pfandbrief 
market. This increased focus on 
research is playing an important 
role in enhancing the high and 
growing transparency of the mar- 
ket as a whole. 


Sources: CDC Marchés, DG BANK 
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New initiatives 
to strengthen Pfandbrief 


Towards a broader collateral base? 


The Association of German Mortgage 
Banks is actively promoting changes in the 
regulatory framework governing the 
issuance of Pfandbriefe by advocating leg- 
islation that would expand the seope of its 
member banks’ lending operations, Since 
the vast majority of Jumbos are issued to 
fund public-sector lending, the main focus 
in this context is to allow the mortgage 
banks to grant such loans in Switzerland, 
the US, Canada and Japan as well as to the 
World Bank, the EBRD and sub-sovereign 
entities. It is clear that if the structure of 
issuers' asset pools were to be expanded in 
this way, it would not heighten the risk 
profile of the collateral, On the contrary. 
In the eontext of shrinking publie expendi- 
ture in Euroland, it would provide the 
mortgage banks with more scope to gather 
top-rated assets and to diversify their 
portfolios even more effieiently than they 
are ahle to do today. 


Monitoring interest rate risk 


In recent months, some domestic as well 
as international observers have expressed 
their concern that some mortgage banks 
might be engaged in taking greater inter- 
est rate risks. Reacting promptly to this 
development, the Association of German 
Mortgage Banks in cooperation with the 
Federal Banking Supervisory Authority 














| has formulated a concrete proposal for 


interest rate risk disclosure. As Mr. Hol- 
lender explained at the Amsterdam eonfer- 
ence, “we are currently involved in final 
talks with the banking supervisors on how 
the authority’s supervisory function can be 
further improved by disclosing and restrict- 
ing interest rate exposure.” The essence of 
the jointly worked out proposal: The inter- 
est rate risk of a mortgage bank is defined 
as the sensitivity of the present value of a 
portfolio containing all interest bearing and 
non-interest bearing positions on the bank's 
balance sheet. Mortgage banks will report 
оп a monthly basis the amount of interest 
rate risk to the banking supervisory 
authorities. Should a certain pereentage of 
a bank's own capital be exceeded, the 
authorities ean require more detailed infor- 
mation or ~ depending on the percentage ~ 
can take the necessary steps to reduce the 
interest rate risk. The Association believes 
that this procedure will result in greater 
transpareney in support of the supervisory 
process, There are already elear signs that 
news of this initiative is acting to dispel eon- 
cerns voiced by some investors. 


The Association also advocates allowing 
the mortgage banks to include derivatives 
in the form of interest rate and currency 
swaps in the cover pool acting as eollateral 
for Pfandbriefe. According to the Associ- 
ation, this would lead to an “enhancement 
of Pfandbrief quality as possible mismatches 
between outstanding volumes of Pfand- 
briefe and eover in present value terms are 
avoided." 


The mortgage banks are convinced that 
their new initiatives to strengthen the 
Pfandbrief will contribute substantially to a 
still broader acceptance of the Pfandbrief 
among international investors. 
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Association of 
German Mortgage 
Banks 


HypoVereinsbank AG, München 
Deutsche Hyp, Frankfurt and Hamburg 


Eurohypo Aktiengesellschaft 
Frankfurt and Lübeck 


RHEINHYP, Frankfurt 
Hypothekenbank їп Essen AG, Essen 


Deutsche Genossenschafts- 
Hypothekenbank AG, Hamburg 


Allgemeine Hypothekenbank AG 
Frankfurt 


Berlin-Hannoversche HypothekenbankAG 
Berlin and Hannover 


WESTHYP, Dortmund 

Bayerische Handelsbank AG, München 
Württemberger Hypo, Stuttgart 
Rheinboden Hypothekenbank AG, Kóln 
Dexia Hypothekenbank Berlin AG, Berlin 


Süddeutsche Bodencreditbank AG 
München 


Münchener Hypothekenbank eG 
München 


Deutsche Hypothekenbank (Act.-Ges.) 
Hannover 


Nürnberger Hypothekenbank АС 
Nürnberg 


BfG Hypothekenbank AG, Frankfurt 


Schleswig-Holsteinische Landschaft 
Hypothekenbank AG, Kiel 


Wüstenrot Hypothekenbank 
Aktiengesellschaft, Ludwigsburg 


WL-Bank, Münster 


Düsseldorfer Hypothekenbank AG 
Düsseldorf 


M.M, Warburg & CO Hypothekenbank 
AG, Hamburg 


HKB Hypotheken- und Kommunat- 
kredit-Bank AG, Hallbergmoos 


Guest member: 
Deutsche Schiffsbank AG, Bremen 


For further information about 
the Pfandbrief please contact: 
Association of German Mortgage Banks 
(VDH), Bonn, Germany 

Fax (449-228) 9.59 02 44 
eMail: vdhéhypverband.de 
http://www. pfandbrief.org 
Bloomberg: HYP<GO> 

Tokyo liaison office: 

Tel, (481-3) 5532 8057 

fax (*81-3) 5532 8367 
eMail: htakee@pr-liaison.com 
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Hotting up in The Hague 


Amid much fanfare, a UN summit on global warming is being held in the 


Netherlands. Should anybody care? 


EADY or not, here comes the scariest 

show on earth. Over 5,000 scientists, bu- 
reaucrats, businessmen, politicians, journal- 
ists and green activists have descended on 
The Hague for a summit to discuss imple- 
menting the United Nations Kyoto treaty on 
climate change that was drawn up in 1997. It 
would be easy to be dismissive about this 
jamboree, especially as the hype surround- 
ing it has been so extreme. Even so, this sum- 
mit matters, because of somethingeven scar- 
ier than the circus in The Hague: the prospect 
of climate change itself. 

For years, there have been legitimate 
doubts about the seriousness of global 
warming, and especially about man's role in 
it. While the science was uncertain, it was 
right to be sceptical over starry-eyed and 
costly cures. One benefit of this caution was 
that a more informed decision would be 
possible as the science got better. Another 
was that new technology might make it eas- 
ier to curb warming. And a third was that, as 
the world got richer, it could more easily af- 
ford to devote resources to the problem. 

Now, however, the science has become 
clearer; and most new evidence confirms 
that global warming should be taken seri- 
ously. The forthcoming report by the uN’s 
Inter-dovemmental Panel on Climate 
Change (recc), made up of the world’s top 
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climate scientists (including prominent dis- 
senters), concludes that man’s actions have 
“contributed substantially to the observed 
warming over the last 50 years". 

Warm air rising 

The iPCC's new stance reflects a flurry of re- 
cent research that has helped to answer the 
three main doubts raised by sceptics: 

• Is it happening? The notion of the green- 
house effect is hardly new. Joseph Fourier 
guessed over 150 years ago that the earth’s at- 
mosphere lets in the sun’s heat quickly but 
releases it into space only slowly. The key 
greenhouse gases (GHGs) have long been or- 
dinary water vapour and carbon dioxide 
(CO,);if they did not act as a greenhouse, the 
earth would be a lifeless 30° Celsius colder. 
But the hothouse is now clearly getting hot- 
ter. The earth's surface temperature has risen 
by about half a degree since 1975,a surge that 
has sent it to its highest level in a thousand 
years. America's official National Oceanic 
and Atmospheric Administration reckons 
that three of the past five years were the 
warmest on record, based on data going 
back over a century. 

Dissenting voices still question this evi- 
dence, which is drawn from ground-based 
observations as well as measurements by 
ships at sea, because they say the techniques 
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used are unreliable and inconsistent. They 
point to satellite data suggesting that the 
lower troposphere (which stretches from 
ground level up to 8km) has not been warm- 
ing up. They argue that this inconsistency, 
which is most pronounced in the tropics, 
casts doubt on the other evidence. 

Such arguments prompted America's 
National Research Council to establish a 
panel of experts to investigate the matter. 
The group concluded earlier this year that 
the dissenters have no case. The warming 
trend is "undoubtedly real", it concluded, 
adding that "the disparity between surface 
and upper air trends in no way invalidates 
the conclusion that surface temperature has 
been rising." The discrepancy was probably 
the result of events that act to cool the tro- 
posphere: natural ones such as the eruption 
of Mount Pinatubo in 1991, or man-made 
ones such as the release of aerosol particles 
or the depletion of ozone in the stratosphere 
by chlorofluorocarbons (crcs). When such 
factors are accounted for, the measurements 
align more closely. 

What is more, NRC experts have noted 
that the warming may be accelerating. The 
previous IPCC report predicted that, if cur- 
rent trends continued, global temperature 
could rise by an additional 1-3.5' by 2100. In 
the new report, the scientists have expanded 
the range of likely warming to 1.5-6'. 


Of course, it is true that short spans of 


time such as a century are hardly relevant 
compared with the span of human exis- 
tence, never mind the earth's, and that cli- 
mate change per se is not new. Yet geological 
evidence stretching back tens of thousands 
of years, obtained by drilling into the Vostok 
ice core in Antarctica, is now available (see 
chart 1 on next page). And that temperature 
record makes alarmingly clear how extraor- 
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the equivalent of increasing the 
sun's brightness by around 1%. 
This study says that "increasing 
GHGS are estimated to be the 
largest forcing, and to result in a 
net positive forcing, especially 
during the past few decades." Dr 
Hansen stresses the big impact of 
GHGS other than СО; any effort 
to reduce emissions would be 
cheaper if itincluded them too. 
Indeed, the more that re- 
searchers look at the problem, 
the moreconvinced they are that 
GHGS are the main culprit for the 
earth’s recent warming, The evi- 
dence they cite is largely based 
on mathematical models of cli- 
mate change. As J. W. Anderson 
of Resources for the Future, a 





dinary would be a 6’ increase in global tem- 
perature by 2100. 

The record aside, there is another place to 

look for empirical evidence that the earth is 
warming up: the sea, which is the only place 
where energy from what scientists call a 
“planetary radiation imbalance” can accu- 
mulate over the long term. Scientists who 
have checked it report that, since the 
mid-1950s, the energy content of the sea has 
indeed risen by a considerable amount. 
* Does mankind deserve the blame? 
The strongest argument against this conclu- 
sion lies in the scientific uncertainty around 
the causes of climate change. Long before 
mankind, and even longer before the indus- 
trial age led to large-scale burning of fossil 
fuels, the climate warmed and cooled in cy- 
cles. Among the natural factors affecting it, 
then and now, are volcanic eruptions, fluc- 
tuations in solar radiation and quirks in the 
earth's rotation. Dissenters argue that any 
impact from man's actions will have been 
dwarfed by such age-old natural forces. 

The trouble is that man's actions affect 
climate in many complex ways. CO, is pro- 
duced when fossil fuels are used, or when 
forests are burnt. Agriculture releases other 
powerful GHGs, such as methane and ni- 
trous oxide. Industrial processes release 
chemicals known as halocarbons (including 
crcs) and other long-lived gases, some of 
which trap heat in the atmosphere. The re- 
lease of particulates, however, promotes 
cloud formation and so has a cooling effect. 

A study by a team led by James Hansen 
of America's space agency, NASA, has looked 
in detail at the net effects of these factors. It 
distinguishes natural “forcings” from man- 
made ones, and works out the impact of 
each on temperature. Under normal circum- 
stances, the earth releases heat at the same 
rate at which it absorbs energy from the sun. 
But the researchers conclude that man's ac- 
tions since 1850 have upset this balance (see 
chart 2). Man-made GHGs now cause a forc- 
ingof more than two watts per square metre, 


98 


Washington think-tank, puts it, 
"the models that give prominence to the 
GHGS come closest to fitting the actual ob- 
servations.” Although there are still many 
uncertainties, he says that "this view is 
strengthened by the inability of the dissent- 
ers tocome up with a plausible alternative." 
* Should we worry? Inferring a direct 
causal link between climate change and any 
specific flood or hurricane is unscientific. 
But it is not unreasonable to expect that, over 
time, "mega-disasters" and freakish weather 
in general may become more commonplace. 
That is because climate change is likely to 
have a big impact—and the faster it pro- 
ceeds, the greater the damage. Climatic 
zones could move towards the poles by as 
much as 150-550 km in mid-latitude regions, 
shifting entire ecosystems and agricultural 
zones with them. Ecosystems will transform 
and possibly decline, and species that can- 
not readily adapt may die out. 

This is not to deny the possible benefits 
of global warming. For example, a detailed 
new study of climate change in Europe, led 
by Britain’s University of East Anglia, 
concludes that climate change will 
probably be a modest boon for north- 
em countries, in which winters could 
become milder and harvests would 
improve. But the impact would be 
negative on much of southern Eu- 
rope, which would suffer severe wa- 
ter shortages, crop failures and maybe 
even desertification. A similar analy- 
sis by American scientists, looking at 
North America, reached broadly sim- 
ilar conclusions: the effect on the con- 
tinent might be modest, but regional 
impacts could be far greater. 

A bigger reason to worry about 
global warming is an impact that is al- 
ready evident: a rising sea-level. As 
the oceans warm, they expand and 
rise. A hotter earth has also meant that 
glaciers are melting at unprecedented 
rates in both hemispheres. The thin- 
ning of the ice in the north is less wor- 


tying: since most Arctic ice already floats in 


the ocean, its melting will not raise the sea 
level. However, much of the ice in Antarctica 
is on land and would raise the sea level if it 
melts. Even without massive polar melt- 
downs, the 1pcc expects the mean sea-level 
to rise by 15-95 centimetres by 2100. 

That is disturbing for several reasons. 
One is that a large swathe of humanity, 
whether huddled in cities such as New York 
and Mumbai or in low-lying countries such 
as the Maldives and Bangladesh, is vulner- 
able to even a tiny rise in the world’s oceans. 
A second is that even before the sea-level 
rises, it could do serious damage. Researchers 
from Germany’s University of Bremen have 
argued in a recent Nature article that rougher 
seas are likely to be a consequence of climate 
change. Bigger waves and more storms 
would wear down coastal defences and in- 
crease flooding. 

More broadly, global warming is trou- 
bling because it is likely to do the most harm 
in parts of the world that are poorest and 
least-prepared—and, it so happens, the least 
responsible for causing it. Bangladesh has 
contributed virtually nothing to the atmo- 
sphere's stock of GHGs, and yet it will be af- 
fected far more than, say, the United States. 

There is also a risk that even modest lev- 
els of man-made warming could trigger dra- 
matic, step-function responses in the cli- 
mate. One such example is an ocean 
circulation system in the mid-Atlantic. Sci- 
entists worry that rising temperatures may 
lead to an abrupt breakdown of this "con- 
veyor belt", which would result in Britain 
and neighbouring countries experiencing 
much harsher winters. 


What todo? 


It was this witch’s brew of gloomy predic- 
tions that led the world’s governments to 
agree to the Kyoto treaty in the first place. 
And, although the science was less certain in 
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1997 than now, officials from the rich world 
were concerned enough to agree to manda- 
tory cuts in their GHG emissions by an aver- 
age of 5% below levels in 1990, a target they 
said they would try to reach by 2008-12. 

Greens have ever since howled that 5% is 
an insignificant amount given the scale of 
the problem. They would like to see emis- 
sions reduced eventually by 80% or more, 
and the rich world to emit no more per per- 
son than the poor: a Utopian approach 
known in the business as “contraction and 
convergence”. A number of scientists, in- 
cluding those on Britain’s Royal Commis- 
sion on Environmental Pollution, also sup- 
port this aim. But business, especially in 
America, has been equally vocal in insisting 
that any cuts would come only at a tremen- 
dous economic cost. In the end, the 5% cuts 
agreed on in Kyoto represented nothing 
more scientific than a political compromise 
brokered by ministers. 

The real significance of Kyoto was that 
rich countries had accepted that they should 
act to curb global warming, and that they 
should do it before requiring poor countries 
to do the same. They committed themselves 
to frequent updates and improvements of 
the treaty, the first substantive one of which 
is taking place in The Hague. And they 
agreed that cutting emissions might be soex- 
pensive that the treaty should allow coun- 
tries innovative, flexible approaches to re- 
duce compliance costs. 

This last point is a central bone of con- 
tention in The Hague. A 5% reduction may 
not sound like much, but it will be very hard 
to deliver. In part, that is because the calcula- 
tion has been complicated by a long econ- 
omic boom. The roaring American econ- 
omy, for example, may have to slash its 
emissions by 20% or more from its likely lev- 
els at the end of the decade, if it is to meet its 
Kyoto targets. Most other rich countries will 
not have it much easier (see chart 3). 

Because of the difficulty of hitting the 
Kyoto targets, the treaty includes provisions 
for the international trading of emissions 
rights and the use of forests and soil as “car- 
bon sinks”. These will help. But how these 
mechanisms should be used remains a sub- 
ject of intense disagreement. 


Dutch auction 

What precisely is at stake in The Hague? And 
how much will it all cost? Essentially, minis- 
ters must this month put the meat on the 
bones of the grand principles that they 
agreed to out in Kyoto. There is a baffling ar- 
ray of technical details to be settled, but the 
key differences come in three areas: 

* Use of market mechanisms. In princi- 
ple, all signatories agree on “flexibility”. One 
way of delivering this is to allow countries to 
trade emissions permits among themselves. 
Other ideas include a clean development 
mechanism that would allow firms and 
countries toeam credits for investments that 


100 





help poor countries clean up, and a joint im- 
plementation scheme that awards credits for 
projects carried out in other industrialised 
countries. 

Such market-based instruments allocate 
the costs of cutting GHG emissions more effi- 
ciently, so that cuts can be made wherever in 
the world they are cheapest. America has 
had great success cutting sulphur-dioxide 
emissions, which are a precursor to acid rain, 
through a domestic trading scheme that may 
be a good model for any Kyoto-inspired car- 
bon trading, Britain and Norway are plan- 
ning to start domestic trading of CO, emis- 
sions shortly, and there are hopes of 
pan-European trading by 2005. 

The argument between the Americans 
and Europeans is not about the principle, 
but about whether to set limits on it. The Eu- 
ropeans want flexible mechanisms to ac- 
count for at most half of any country’s emis- 
sions cuts; the Americans see no reason to set 
any ceiling, 
¢ Sinks. This could be an even thornier issue. 
New and growing plants are called sinks be- 
cause they absorb carbon from the atmo- 
sphere and hold on to it for a long time; this, 
argue advocates, reduces a country’s net 
emissions. On this argument, reforestation 
and ending deforestation deserve credit for 
strengthening carbon sinks; so too might ag- 


ricultural practices, such as nottilling soil. 

Scientists agree that sinks are important, 
but their properties are not well understood. 
According to Robert Watson of the World 
Bank, whois also head of the rpcc panel, “we 
know how to measure carbon in trees and 
soil, but we need a measurement system that 
is very dense, frequent and complete.” He 
thinks the real problem is notin the monitor- 
ing, but in “getting the right accounting sys- 
tem.” It will be politically tricky to define 
what exactly a sink is, how much credit to 
give for itand how much “sinking” a country 
can do. On this issue too, the Americans are 
keen on the broadest and most generous de- 
finitions, while the Europeans want sharp 
curbs on the use of sinks. 

Two new studies highlight some of the 

uncertainties. Researchers at Britain’s Had- 
ley Centre, a leader in climate modelling, 
have used their analysis to show that sinks 
may not be as permanent as their propo- 
nents argue. In a study just published in Na- 
ture, the group’s models show that, as tem- 
peratures rise, forests may emit more CO, 
leading to greater warming. One of the group, 
Peter Cox, explains that “vegetation and 
soils, which currently absorb about a quarter 
of human-made carbon dioxide emissions, 
could accelerate future climate change by re- 
leasing carbon to the atmosphere as the 
planet warms.” Another team of French and 
American researchers suggests that forests, 
oceans and other sinks might be highly vari- 
able in their effects from year to year—per- 
haps because of the effect of the El Nino 
weather pattern. Their research, reported in 
Science, shows that North America soaked 
up much more carbon in 1992-93 than it did 
in 1989-90. 
* Compliance. Once again, the Europeans 
argue for a harsher line than the Americans, 
insisting on economic sanctions for coun- 
tries that fail to meet their targets by 2008-12. 
The Americans accept that compliance is 
crucial, but reject financial penalties. 

There are several other rancorous issues, 
most of them centred on developing coun- 
tries. America insists on “meaningful partici- 
pation” by poor countries, who retort—with 
some justice—that it was the rich world that 
put nearly all the man-made pollutants in 
the air through industrialisation. Low-lying 
islands and other countries that are probable 
victims want compensation and technology 
transfers. Hypocritically, the big oil-produc- 
ing countries are, in a flight of fancy, de- 
manding compensation for the harm they 
will suffer from lost oil sales; they are trying 
to block the Kyoto process as a conspiracy to 
damage their economies. 

Whatever the outcome at The Hague, sci- 
ence has made at least one thing clear. The 
problem of global warming is real, and will 
not be going away any time soon. Nor will 
the question of how mankind should re- 
spond to it. 


وو 
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The point is not 
to be sharp. 


The point is to 


stay keen. 





When it comes to making your mark in the world, being sharp 
isn't enough. For there's a thin line between better and best. 
And a trail of grinding persistence behind every winner. At 
ABN AMRO Bank, our commitment to continually improving 
our products and services is what gives us our edge. Keeping 
us keen with a personal touch, and a wealth of solutions for 


you to draw on. Solutions you may never have known existed 


before you met us. How do we do it? By making a 
point of being your bank. Any way you look at it. | 


m" ABN-AMRO Bank 


www.abnamro.com 
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a difference? 


WASHINGTON, DC 


Can debt relief make 





Efforts to forgive poor countries their debts are speeding up, but it is not yet 
obvious that they will be a lasting success 


ARDLY noticed amid the hullabaloo of 

the presidential election, America has 
just given a big (and belated) boost to the in- 
ternational effort to help the world's poorest 
debtor countries. On November 6th, Presi- 
dent Clinton signed legislation that pro- 
vided $435m in debt relief for H1pc countries 
(the ugly acronym by which the Heavily In- 
debted Poor Countries are known). It also 
gave America's blessing to the imr’s plans to 
use the proceeds of some limited sales of its 
gold reserves for further debt relief. 

This was a big breakthrough. Stinginess 
from America’s lawmakers, particularly 
some Republicans, had long stalled the debt- 
relief effort, because other countries were 
unwilling to put more money into the pot 
until America paid its share. Eventually, 
however, relentless lobbying by a huge co- 
alition from church groups to celebrities had 
its effect. (Jesse Helms, the crusty chairman 
of the Senate Foreign Relations Committee 
was moved to tears during a visit from Bono, 
arock star turned debt-relief advocate.) 

With the American contribution se- 
cured, cash is no longer a constraint to debt 
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relief. At issue now is whether the process is 
fast and generous enough to satisfy the anti- 
debt campaigners, while being cautious and 
conservative enough to ensure that the 
money is not wasted. 

An assessment of the generosity and ef- 
fectiveness of the нїРс effort depends on 
how it is framed. By the standards of many 
international initiatives it has been remark- 
ably quick. Barely five years ago, the World 
Bank and ımr still refused to accept that the 
debts owed to them by poor countries 
should be relieved at all. Only in 1996 did the 
Bretton Woods institutions launch the first 
“Hirc initiative", identifying 41 very poor 
countries and acknowledging that their 
overall debt burden (including the intema- 
tional institutions’ share) should be reduced 
toa "sustainable" level—so long as the coun- 
tries showed a record of several years of 
£ood economic policy. A sustainable debt 
burden was defined mainly in terms of the 
net present value of a country's debt in rela- 
tion to its exports. 

In 1999, at the behest of the G7 group of 
rich countries (which werein turn reacting to 


powerful pressure from anti-debt cam- 
paigners), the Hirc initiative was dramati- 
cally expanded. The debt sustainability cri- 
teria were modified (to give more countries 
more assistance), and the timetables for of- 
fering relief accelerated. Countries with 
good policies were promised faster relief. 


Speed limits 

This year, in particular, speed has been at the 
top of the agenda. So far, Uganda is the only 
country that has finished its entire debt-re- 
lief process. But both the rwr and the World 
Bank have promised to get 20 countries to 
their “decision points", at which the level of 
debt forgiveness is determined and coun- 
tries begin to receiveimmediate cashflow re- 
lief on their debt-service payments, by the 
end of this year. Including Guyana, whose 
debt relief was due to be approved by the 
board of the World Bank this week, 12 coun- 
tries have so far reached their decision 
points (see chart). 

To fulfil their pledge, the World Bank and 
IMF must process eight more countries in the 
next six weeks. The bureaucrats are working 
frantically on potential candidates, includ- 
ing Guinea Bissau, Zambia, Niger, Gambia, 
Malawi, Chad, Guinea, Sao Tome and Prin- 
cipe, Madagascar, Ethiopia and Rwanda. 

From the officials’ perspective, the debt- 
relief process has been a great success. Once 
the 20 countries have been processed, they 
say that debt relief worth $30 billion will 
have been committed. Moreover, they crow, 
over the past year the G7 countries have 
pledged to reduce the debts that нїРс coun- 
tries owe them bilaterally by 100%. And, says 
the World Bank, countries that have received 
help so far have seen the net present value of 
their debt burden fall by an average of 40%. 

There has also been a big effort to make 
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inc countries need to prepare a "Poverty 
Reduction Strategy Paper" (prsp), De- 
veloped in conjunction with non-govern- 
mental organisations and other lobbyists for 
the poor, these blueprints are designed to lay 
out how a country will fight poverty, and 
how savings from debt relief will help. 

Unfortunately, many of the anti-debt 
campaigners are not impressed with the 
rhetoric, or with the record to date. For them, 
debt relief is not fast enough, generous 
enough or going in the right direction. Jubilee 
2000, the global campaign that was founded 
in 1996 to demand a total debt write-off for 
poor countries in the millennium year, reck- 
ons that Hirc countries are still suffering un- 
der the burden of unpayable debts. 

Many NGos also dispute official claims 
of generosity. In a recent paper, Oxfam ar- 
gued that uiPC countries received much less 
debt relief than the headline figures touted. 
They argued that some countries could even 
end up paying more in debt service after the 
ніРС process than before. In the case of Zam- 
bia that is technically true, largely because 
Zambia has big one-off payments to the ime 
looming. But broadly, while it may be right 
that official figures overstate how much re- 
lief uic countries will get, itis also true that 
there has been real progress. Uganda, for in- 

, Stance, has been able to double primary- 
- school enrolment by using the money saved 
from debt relief. Mozambique expects to 
save the equivalent of twice its health budget 
from debt relief. That may not be as much as 
campaigners have demanded, but it is a lot 
better than nothing. 

A more important question-mark hangs 
over whether the process is helping poor 

: countries in the long term. Most of them rely 
permanently on transfers from rich coun- 
tries. If debt relief results in less aid from 
individual donors, they might not be better 
off. Moreover, if the transfers come in the 
form of cheap loans—the main vehicle 
through which the World Bank currently 
doles out money-—urec countries risk reach- 
ing "unsustainable" debt levels yet again. 
Few people have thought about the financial 
implications of shifting the World Bank's re- 
sources exclusively towards grants. 

Equally, the current vogue for speed 
could comeat the expense of good anti-pov- 
erty policy. At one level (of great concern to 
campaigners) there is the danger that efforts 
to build a national anti-poverty consensus 
will be sacrificed in the interests of speed. 
The prsp will then simply be window-dress- 
ing done by bureaucrats. 

In some countries—notably Honduras 
and Bolivia—nGos have made big contribu- 
tions to this process, although it is not clear 
that they have been listened to. But else- 
where there has been minimal consultation. 
The fear is that, if full debt relief is given too 
quickly, governments will have less incen- 

tive toensure that more people participate in 
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| вше that the poor see the benefits. To qualify, 





their poverty strategies... "EDS 
An even bigger risk, feared above all by 
those working at the Bretton Woods institu- 
tions, is that the pressure for speed will give 
debt relief to countries with bad economic 
policies. Here the bureaucrats admit that 





Accountants and the SEC 
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NEW YORK. 






_ they аге pushing through dubious cases in 


order to meet the deadline of 20 countries by 
theend of the year. Pressure from campaign- 
ers has helped pushed the process this far; 
but such concerns suggest that it might now 
betime to make haste more slowly. 

АЛОЕ КЧР ЫЕ АР РЫНДАН PEOR o.‏ یک چا 


In a battle with the SEC over rules aimed at blocking conflicts of interest, the 
big accounting firms have reached an uneasy truce. It may not last for long 


FTER heavy lobbying, the “Big Five" ac- 
counting firms were able on November 
15th to foil an effort by the Securities and Ex- 
change Commission (sec), America's main 
markets regulator, to prohibit consulting 
and auditing services from operating under 
the same roof. Instead, after intense negotia- 
tions and under an sec threat of an imposed 
settlement, four of the five largest audit firms 
agreed to a big concession. In exchange for 
less onerous prohibitions on their employ- 
ees investing. in companies audited by the 
firms, it was agreed that company proxy 
statements will now include information 
about how much the company has paid its 
auditors for non-accounting work. Consider 
this item essential reading. 

Controversy over the standards of ac- 
countants, as opposed to accounting stan- 
dards, has arisen at a time when the consult- 
ing arms of the big accounting firms have put 
into sharp relief how much more valuable 
their type of service has become than that of 
their traditional bean-counting parents. 
Even without the sc's attentions, this has 
caused big cultural problems. Consultants 
have grown to dislike sharing their higher 
profits with their lower-yielding audit part- 
ners. Arthur Andersen and Andersen Con- 
sulting completed a bitter divorce in the 
summer for this reason. As well 
as monetary differences, “you 
begin to have two different busi- 
nesses ‘with. two conflicting cul- 
tures: one to deal with investor 
protection, . transparency, and 
reliability, and another aligned 
with the operational success of 
the company you are serving,” 
says James J. Schiro, chief execu- 
tive of PricewaterhouseCoopers 
(рис), опсо the Big Five. 

A deal to sell pwe’s consult- 
ing Operations to Hewlett-Pack- 
ard collapsed on November 13th 
after нр decided that it could no 
longer afford the price and pwc 
would not charge less. For pwc, 
the sec’s compromise decision 
means that it has time to con- 
sider other options for its con- 


sulting arm without having to sell it under 
regulatory pressure. But the split will still 
happen one way or another. "The markets 
will drive all firms to [this decision] says Mr. 
Schiro, Another outcome of the new sec 
rules, says Robert Monks, a veteran share- 


holder activist, will bean increase in lawsuits 


against auditors by private investors. The 
plaintiffs will be able to use as a starting- ` 
point all the concerns that have been raised 
by the sec, which will increase the chances 
of winning damages against a negligent ac- 
counting firm. 

At the heart of the accounting firms' de- 
fence to the sec was the claim that there is no 
conflict of interest arising from auditing and 
consulting taking place within the same 
firm—which they claim is supported by the 
failure of the sec to produce any concrete ev- 
idence. But can this possibly be true? 

Max Bazerman, an organisational be- 
haviourist at Harvard Business School, says 
that to ask for proof is to ask the wrong ques- 
tion. There is growing evidence of bad audit- 
ing, he claims. The right question is, why is it 
bad? According to Mr Bazerman, it is not due 
to corruption, but because auditors are hu- 
man (sic). If they are investing in an audit cli- 
ent, or can profit from consulting with it, or 
even if they are hoping to be rehired as an 
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auditor, it is “psychologically impossible for 
them to be independent". 

George Bentson, an economist at Emory 
University in Atlanta, who has examined 
many cases of audit failure, is sceptical. 
There is plenty of evidence of bad audits, he 
agrees, but none showing they are due to 
conflicts of interest, as opposed to incompe- 
tence. Indeed, there are examples of synergy 
between consulting and auditing, for exam- 
ple when consultants point out to auditors 
inadequacies in a firm's internal controls. 

Mr Bazerman believes that the only way 
to ensure truly independent audits is to re- 
move the incentive to be rehired. Auditors 
should be appointed on an uncancellable 
five-year contract, and then be prohibited 
from reappointment for the following five 
years. But do shareholders really want this? 
After all, say sceptics, they currently have the 
right to vote out an auditor and they almost 
never do. But that is probably an indictment 
of the unthinking support for management 
decisions displayed by far too many institu- 
tional shareholders. 





Price points 


HE euro area is supposedly a single 

market with a single currency—yet it is 
still a long way from having single prices. 
For instance, deodorants cost 30% less in 
Germany than their average price in the 
euro area. Alcohol is also cheaper in Ger- 
many: good news for sweaty Bavarian 
beer-drinkers, if only until the morning 
after. Nurofen tablets for curing their hang- 
over are 59% more expensive than theeuro- 
area average. 

The persistence of big differences in car 
prices across Europe has already received 
wide attention. This week the European 
Commission said it will publish proposals 
next year to reform the present distribu- 
tion system, under which car makers con- 
trol the car dealership network. But price 
differences extend far beyond cars. 

Dresdner Kleinwort Benson (экв), an 
investment bank, has compared the prices 
of more than 200 products in the six biggest 
euro-area economies (Belgium, France, 
Germany, Italy, the Netherlands and 
Spain). Although it finds that price differ- 
ences have narrowed since the euro was 
launched last year, the differences remain 
wide. In general, the cheapest prices 
among the six are in Spain; the dearest in It- 
aly. But there is wide variation by product. 

The typical price dispersion in the re- 
gion (as measured by the standard devi- 
ation of prices for a product across the six 
economies) is equal to 22% of the average 
price. This is more than twice as big as the 
price deviations across America or those 


The London Stock Exchange 


Alone again? 


HE bid for the London Stock Exchange 

(LsE) from om Gruppen, the Swedish 
company that owns the Stockholm ex- 
change, always had an heroic air. But it has 
long been clear that it would fail. And sure 
enough, when the votes were counted on 
November 10th, only 6.7% of the Lse’s share- 
holders had accepted ow's offer, even 
though, at almost £1 billion ($1.3 billion), it 
was above the tse’s market capitalisation of 
£760m. Moreover, by voting to 
keep the 4.9% limit that any one 
shareholder can own, the Lse’s 
owners signalled that they do 
not want to be taken over. So 
what do they want? 

Other exchanges continue 
to see the tse, Europe's biggest 
exchange, as an ideal partner. 
On November 14th, John Hilley, 
chairman of Nasdaq Interna- 


within individual euro-area countries. The 
narrowest price spread is for household 
electrical goods; the widest, for books and 
magazines. There are also big price differ- 
ences for services, such ascinema tickets. 

Leo Doyle, the author of the DKB re- 
port, predicts that price differences will 
narrow over the coming years, as the euro 
makes it easier to compare prices in differ- 
ent countries. However, he expects the 
spread to remain larger than it is inside 
America because barriers to price conver- 
gence, such as taxes, market structure and 
national preferences, are so much greater 
in Europe. 
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tional, told the Financial Times that "it 
makes profound business logic for the LSE 
and Nasdaq to do a deal" Euronext, the 
link-upof the Belgian, Dutch and French ex- 
changes, has made clear that its April merger 
offer is open. And Deutsche Börse would still 
like to join with London even though a pro- 
posed merger between the two exchanges 
has been dropped. 

Don Cruickshank, the tse’s chairman, 
insists that his priority is to find a new chief 
executive (he has been doing both jobs since 
shareholders forced Gavin Casey to resignin 
September), and a new board of non-execu- 
tive directors. He thinks the current board, 
dominated by brokers, is sub- 
ject to conflicts of interest. The 
LSE is not, however, averse to a 
deal at some stage. Mr Cruick- 
shank told The Economist this 
week that it may enter into a 
technology partnership with 
somebody else, possibly Nas- 
daq, once its contract with An- 
dersen Consulting comes to an 
end in two years' time. But he 


Although the euro is increasing the 
pressure for tax harmonisation, differ- 
ences in tax rates on food, alcohol and to- 
baccoare likely to remain. Price differences 
will also persist because of national prefer- 
ences. This explains the wide dispersion of 
prices for bottled water, for instance: in 
some countries itisa basic good, in othersit 
is more of a luxury. 

Variations in local demand also ac- 
count for the big differences in the prices of 
books and magazines. The foreign market 
for German magazines, for instance, is lim- 
ited. In contrast, prices of The Economist, 
which hasa large international readership, 
have converged significantly in recent 
years. In 1997, our cover price in the most 
expensive country in the euro area was al- 
most 40% bigger than in the cheapest; to- 
day the gapis less than 10%. 

In the medium term, the Internet 
should help to reinforce the impact of the 
euro, squeezing price differentials between 
countries by increasing price transparency 
and competition. Mr Doyle reckons that 
the gap between price dispersion within 
countries and price dispersion across 
countries could fall by half within five 
years. In non-traded products, especially 
services, convergence is likely to occur 
around average prices. This is because 
wages, which are sticky downwards, ac- 
count for a larger slice of their total costs. 
But for traded goods, prices are likely to 
converge downwards, towards the cheap- 
est price. If the price of deodorants were to 
fall across Europe towards German levels, 
that might help to make the euro project 
start to smell a lot sweeter. 
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sees difficulties in pursuing other mergers in 
the meantime. European exchanges are sub- 
ject to "fuzzy governance", he says. Such 
worries were a big factor in undoing the deal 
with Deutsche Börse: the Lse's shareholders 
feared that big German banks would control 
the merged exchange, and few wanted to 
follow German regulatory standards. 

Mr Cruickshank reckons the New York 
Stock Exchange, still owned by its members, 
suffers from similar problems—although he 
met its boss, Dick Grasso, in London on No- 
vember 15th. The tse chairman has other 
worries about an American deal. He com- 
plains about “asymmetry” of access, and 
about American regulators’ propensity to 
impose their standards on other countries. 
Even so, the exchange he most often talks of 
working with is Nasdaq. 

In Europe, Mr Cruickshank would 
prefer to bring about the integration of Euro- 
pean capital markets by means other than a 
merger. As a former telecoms regulator, he 
sees a need for non-discriminatory access to 
national clearing and settlement monopo- 
lies. Europe’s biggest investment banks have 
for some time been unsuccessfully trying to 
persuade Europe’s panoply of settlement 
houses to merge. Mr Cruickshank would like 
the European Commission to enforce equal 
access for any user. Jiway, a joint venture be- 
tween om and an American investment 
bank, is trying to plug this gap. It opened for 
business on November 17th and is offering 
retail stockbrokers cheap cross-border trad- 
ing, clearing and settlement. 

MrCruickshank’s ideas were boosted by 
a recent report on European financial inte- 
gration. Written for EU finance ministers by 
Alexandre Lamfalussy, the first boss of the 
forerunner to the European Central Bank, it 
rejects the idea of a European sec because it 
would take too long to establish. Instead, it 
recommends that existing Eu rules be ap- 
plied more vigorously, with a new European 
securities committee fostering a proper sin- 
gle financial market. In theory, the frame- 
work for such a market could be in place by 
2002. But to get there will rely on finance 
ministers finding the political will to over- 
come residual protection of national stock 
exchanges. And there lies the rub. 

а 





Property markets 
High rise, with a 
hint of vertigo 


HANKS to easy credit and strong econ- 

omic growth, property markets in Amer- 
ica and parts of Europe have been scaling all- 
time peaks. But, rather like the lifts in the 
World Trade Centre, property markets no 
sooner go up than they come down. Smaller 
European markets are already showing signs 
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of slowing. It will take more than the stock- 
market blips of the past few months, how- 
ever, to dent bigger markets on both sides of 
the Atlantic, 

Downwardly drifting high-tech stocks 
and talk of an economic slowdown have so 
far failed to unnerve American markets. In 
parts of California, house 
prices are continuing to rise 
strongly. In Los Angeles and 
Orange county, for instance, 
prices rose by 10% and 16% re- 
spectively in the 12 months to 
the end of October, according 
to DataQuick Information 
Systems, a local research firm. 
Meanwhile, up the coast in 
Silicon Valley, the median 
price paid for a single-family 
home in October was, at 
$530,000, 5% higher than in 
September. 

Because consumers re- 
spond more quickly than 
companies to stockmarket 
twitches, especially when, as is increasingly 
the case, their purchases are implicitly 
backed by stock options, commercial mar- 
kets have mostly been more buoyant than 
residential ones. In New York's Silicon Alley, 
north of Wall Street, dot.com drop-outs are 
actually giving the market a boost because 
many have long leases signed in the 
mid-1990s at rents that were a fraction of 
what could beobtained today. 

In Europe, however, things are not quite 
so rosy. The most worrisome signs come 
from areas where credit for property invest- 
ment has been particularly easy to get. In Ire- 
land,the Netherlands and Spain,as in Amer- 
ica, real growth in private credit has far 
exceeded growth in Gpr. Galloping growth 
and low interest rates in Ireland have pro- 
pelled the property market there to all-time 
highs in real terms. Prices in the Netherlands 
have historically tended to overshoot at the 
least hint of rapid credit expansion. 

Tony Key, director of research at Invest- 
ment Property Databank, now expects re- 
turns to head downwards in Dublin. Ac- 
cording to Andrew Penney, a property 
analyst at J.P. Morgan, a similar pattern may 
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be taking shape in Paris, where rents have 
risen by 30% in the past two years, and in 
Stockholm. Mr Penney seesa softeningin de- 
mand from the current boom's nouveaux 
riches, whose high-tech wealth is waning. 

Any crash in equities is likely to hit prop- 
erty hardest in the big three financial cen- 
tres—London, New York and Tokyo. But the 
impactisunlikely to be as bad as it was in the 
late 1980s. One insulating factor, says Mr 
Penney, is the reduction of "ripple effects" 
between urban areas and their surround- 
ings. Notwithstanding the advent of tele- 
commuting, the effects of price changes in 
property markets have become increasingly 
localised. A dip in central London, for exam- 
ple, is now unlikely to bring down prices 
across all of south-east England. 

On top of that, the massive over-supply 
of the 1980s has yet to be duplicated, so the 
big markets are less vulnerable to price- 
slashing property gluts. Mr Key has noticed a 
“definite pick-upin building” of commercial 
property in London, but he 
believes this is based on pros- 
pects for long-term growth 
rather than short-term specu- 
lation. 

The markets seem, in 
short, to have learned some 
lessons from the thrills and 
chills of a decade ago. So un- 
less there is a huge drop in 
equity markets, a downturn in 
property prices is unlikely to 
culminate in an earth-shatter- 
ing crash. To bring that about, 
Mr Key reckons that broad- 
based equity markets might 
have to drop 40% from their 
highs. A recent study by the 
San Francisco Federal Reserve Bank reck- 
опей that every 10% rise in the price of Silicon 
Valley shares pushed up the region’s house 
prices by 1-2%. Likewise every 10% fall pushes 
prices down by 1-2%. But that is not enough 
to justify selling out quite yet. 

Е) 





Soviet-era bonds 


Paper chase 


MOSCOW 


HOULD kidnap victims pay their debts? 
That, roughly,is the question facing Esto- 
nia, which issued £700,000 ($3.4m) and $4m 
in 40-year bonds in 1927, but was then an- 
nexed by the Soviet Union in 1940. Most 
investors swallowed their losses. But not 
William Hardison, a Florida-based busi- 
nessman and collector of financial debris, 
who holds around $90,000-worth of the 
septuagenarian paper. 
In the late 1970s, Mr Hardison tried suing 
one of the surviving crumbs of Estonian 
statehood—its consulate-without-a-coun- 
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try in New York—but got no- 

i where. In 1991, when the Soviet 

Union collapsed, he tried 
again, and Estonia’ 

New York- 

promised. -that 

would pay as 





patience with Estonian‘ *stone- 
walling". He now plans to sue 
again. 
The issue is embarrassing 
for Estonia. Like the other Bal- 
tic republics (Latvia and Lith- 
цайта), it insists, especially 
when dealing with Russia, that 
itisnot a former Soviet republic that seceded 
"from Moscow, but a fully-fledged indepen- 
‘dent country that was illegally occupied. So 
far, that policy has brought political benefits; 
but now there is a financial catch, albeit a 
‘small one. Yet Estonia's booming, debt-free 
economy is one of the most successful in the 
ex-communist world. So finding $14m or so 
to pay the bondholders—which, after Mr 
Hardison’s not-so-gentle reminder, Estonia 
‘Jooks set to do--should not be too hard. 
Most other East European countries 
were: able to settle their debts during the 
Communist era. But the situation with Esto- 
nia's kidnapper is rather different. Russia 
_ took on the Soviet Union's assets and liabil- 
‘ities іп 1991, and has since bargained hard to 
get out of paying the latter. A deal on the debt 
to commercial banks, negotiated through 
the so-called “London Club”, amounted toa 
write-off of more than 30%. 
Now Russia is busy haggling with the 


War Bonds with a long payback period 














“Paris Club” of official creditors, to which it 
owes around $53 billion, mainly in debts ac- 
cumulated during the Soviet era. Although 
the country is enjoying a huge current-ac- 
count surplus thanks to the high oil price, it 
has so far shown no desire to pay up. The 
government is currently divided on the is- 
sue, with the prime minister, Mikhail Kasya- 
nov, said to favour a two-year restructuring, 
while another group, led by the president’s 
chief economic adviser, Andrei Illarionov, 
wants to pay in full. 

That would be good news for western 
taxpayers. But it would be of little comfort to 
those with Tsarist-era debt. Although Russia 
has recently paid a tiny amount to some 
bondholders in France, most people who 
lent to Russia before the revolution lost 
everything. Mr Hardison, for example, has a 
£5,000 municipal bond issued by the City of 
Moscow in July 1917. He says he will settle for 
adonation to the Salvation Army. 





Japanese corporate profits 


Keep taking the medicine 


TOKYO 


Japanese companies are beginning to enjoy the fruits of restructuring. But 


they’ve still got a long way to go 


S THE recent spate of cheery results from 
Japanese companies proof that the coun- 
try’s belated corporate restructuring is hav- 
"ing an effect? Companies that restructured 
г early,such as Japan Airlines and Nissan Mo- 
tor, the car maker controlled by Renault, 
have unveiled their best half-year results in 
years. But latecomers to the restructuring 
game, such as Mitsubishi Motors, the car 
company recently rescued by Daimler- 
Chrysler, and Shiseido, a cosmetics com- 
pany, have fallen into the red (in Shiseido’s 
case, for the first time in 55 years). 

Overall, operating profits appear to be 
growing at a faster pace than sales, suggest- 
ing that companies may at last be turning 
round their flagging operations. A growing 
number of investors now think that there 
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are bargains to be found among Japan's re- 
structuring companies. But beware. There 
are several reasons why this particular re- 
structuring is not all that it appears to be. 

In the first place, although companies 
have trimmed costs to boost profits, they 
have focused mainly on cutting production 
costs (such as raw materials) rather than 
their more bloated “sales, general and ad- 
ministrative" costs. A large chunk of the lat- 
ter are personnel costs, and Ken Okamura of 
Dresdner Kleinwort Benson notes that they 
have been rising as a proportion of total costs 
in recent years. 

Moreover, the pace of reform appears to 
have slowed this year. Kathy Matsui of 
Goldman Sachs says that much of the im- 
provement in corporate profits since late 
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1999 has been driven by sales growth rather 
than restructuring—at a time when, if any- 
thing, the pace of restructuring needed to be 
stepped up. Although Gel Sachs pre-.: 
dicts that Japanese comp nies’. average re- 





next two years; this is still 
return on equity tha 
are expected toachiev ye 

Profits have also been flattered by recen 
accounting changes. Operating and pre-tax- 
profits were artificially boosted by aroun 


‚10% last year, when the way in which co 


panies record “enterprise tax” was change 
And although the introduction of stricte 
standards this year will.improve transpa 
rency, loopholes remain. For example 
2003, companies will not have to cord | 
property at market prices if they. | 
investment rather than trading purposes—a 
big bonus in a country that has seen sharp 
falls in land prices over the pastdecade. 
Likewise, companies do not have to 
value atmarket prices sharesin affiliates and - 
subsidiaries that are held for long-term i in- 
vestment purposes. And, surprise, surprise: 
data from the Ministry of Finance on com 
panies’ financial statements shows that the 
have made dramatic shifts away from *mar- 
ketable" securities to “long-term invest- 
ment" securities over the past year or so. | 
Whatever the extent of their restructur-. 
ing so far, companies s:ill face a big task 
cleaning up their balance sheets (eg, by sell- 
ing assets and pulling out of unprofita 
businesses) before they can start growing: 
again. Japan's increasingly merger-friendly | 
environment, its accounting reforms and. 
banking consolidation may all help. But 
even so, the lack of an adequate social: 
safety-net means that companies will con 
tinue to find it hard to close factories and ge 
rid of workers on a large scale. 
Perhaps the biggest problem for Japan is 
that its starting-point was so much worse 
than America’s or Europe's, says Alexander 
Kinmont of Morgan Stanley. In the bubble 
era, with unrealised gains on securities port 
folios acting as a buffer, and eager bankers a 
mere phone call away, companies had fe 
incentives to Keep more than: minimal fi 
nancial accounts. Until recently, many com: 
panies lacked the management-accounting 
tools to monitor their efficiency. i 
All this is now changing. Companies are 
increasingly trying to insulate themselves: 
from the problems of beleaguered banks by 
improving their systems (and their: cash 
flows) in order to avoid being thrown back 
on their mercy. They have come a long way 
from the not-too-distan: days when one. of 
their biggest tasks was to deliver myriad pro- 
duction data to the Ministry of International 
Trade and Industry on the last business day 
of each month. But most have a good dis- 
tance still to go before they can hope to make: 
their long-suffering investors really happy. 
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RGENTINA fascinates exchange-rate 
mavens. Its currency, the peso, is fas- 
tened to the dollar in an arrangement that 
provides the strongest fix you can imagine 
shortofoutright dollarisation. The country 
has a currency board, which in effect 
promises, if need be, toswap dollars for pe- 
sos at the stated parity without limit. In the 
end, in other words, the government is 
willing not merely to tolerate but to facili- 
tate the dollarisation of the economy, 
should it come to that. The reward for this 
stark clarity is, or ought to be, monetary 
stability: zero expectations of devaluation 
and, therefore, lower interest rates than 
would otherwise prevail. 

This clarity is much in fashion. After 
the collapse of Europe's exchange-rate 
mechanism in the early 1990s and then, 
even more dramatic, the East Asian deba- 
cle of 1997-98, many economists con- 
cluded thatexchange rates which were sort 
of fixed, but not quite, were a big mistake. 
These days it is very much the orthodoxy 
that, thanks to the might of global capital 
markets, the muddled middle way will not 
do. You must adoptone of the “corner solu- 
tions”, choosing at one extreme either to let 
your currency float freely, or at the other to 
fix it for good and all, either in a monetary 
union (as in Europe) or by means of a cur- 
rency board. The first preserves a country's 
ability toconductitsown monetary policy; 
the second surrenders that power in return 
for a stable exchange rate. Efforts to have а 
bit of both are, according to the new view, 
doomed, because they create the condi- 
tions for financial crises. 

This thinking helps to shape current 
IMF advice--and the conditions which the 
Fund attaches to its loans. The United 
States is especially keen to encourage other 
countries tó follow one path or the other. 
Many developing countries have done so, 
and have now floated their currencies. Ar- 
gentina is-an.example, rare as yet, of a 
country that has chosen the second rec- 








Currency dilemmas 


No exchange-rate system is ideal. Whether governments fix, float or 
"manage" their currencies, problems arise. Today's preference for the 
extremes—pure float or absolute fix—is overdone 





ommended approach. 

Unfortunately, all is not well in Argen- 
tina. It is currently arranging a loan from 
the mmr and from other official lenders that 
will be the biggest external bail-out since 
Brazil's in January 1999. The rate of unem- 
ployment is 15%, wages are falling and out- 
put is stagnant. As for monetary stability, 
interest rates on Argentina’s bonds have 
lately been ten percentage points higher 
than the us equivalent—reflecting not 
fears of a devaluation, but the risk of de- 
fault. Part of the reason for this distress is 
that the strong dollar has dragged the peso 
to damaging heights; also, with monetary 
policy foreclosed, it is hard for the authori- 
ties to stimulate demand. 


Interior design 


Does this show that the currency-board 
regime was a mistake? All things consid- 
ered, in fact,no.Given the country’s history 
of hyperinflation and its correspondingly 
depleted economic choices, the currency 
board was Argentina’s only hope. Things 
would be worse, probably much worse, if 
Argentina had not dared to break so deci- 
sively from its earlier fiscal and monetary 
profligacy. But what its present difficulties 
do show is that the currency board was not 
the easy option that many of its more en- 
thusiastic advocates had claimed—and 
that the sacrifice of monetary indepen- 
dence involves real economic costs. 
Meanwhile, all is not as it seems at the 
other end of the currency-regime spec- 
trum. It turns out that few if any of the de- 
veloping countries that now claim to have 
freely floating currencies really do. A new 
study* by Guillermo Calvo and Carmen 
Reinhart looks at how developing coun- 
tries describe their currency regimes, and 
compares this with the facts. The labels 
mean little: some "floating" currencies (In- 
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dia’s, for example) have been curiously sta- 
ble, not much less so than some “fixed” 
ones (such as Thailand’s up to 1997). Gov- 
ernments often use interest rates or cur- 
rency intervention to influence their sup- 
posedly floating exchange rates. Officially, 
countries may bow to intellectual fashion, 
but in their behaviour most still evince 
what the researchers call “fear of floating”. 

With good reason, because the pure- 
float extreme has drawbacks just as does 
the pure-fix extreme. And either of these 
extremes, in many countries under most 
circumstances, may be less satisfactory 
than that outmoded middle. 

For years one of the most steadfast and 
convincing advocates of a particular kind 
of “intermediate” regime has been John 
Williamson of the Institute for Interna- 
tional Economics. In a new pamphlet, he. 
makes the case again, as persuasively as 
evert. The emerging-market countries are 
right to be reluctant floaters, he says, be- 
cause the foreign-exchange markets have 
repeatedly demonstrated their ability to 
drive currencies into serious medium- and 
longer-term misalignment, with severe 
consequences for growth. At the other ex- 
treme, currency boards may produce cur- 
rency misalignments too (as Argentina 
demonstrates). Nor are the "corner solu- 
tions" immune to crisis, as often sup- 
posed—although Mr Williamson con- 
cedes that a floating rate helps to 
discourage excessive capital inflows. 

The middle is unjustly neglected, and 
dangerously soin view of the imr’s current 
zeal for the extremes. It is right to talk of the 
"impossible trinity"—to note that these 
days, much as you would like to, you can- 
not have all three out of perfectly mobile 
capital, monetary independence and a sta- 
ble currency. But it is a straightforward fal- 
lacy to conclude that you must therefore 
choose only two of the three, rather than 
opting (as most countries do in practice, 
whatever they may claim) for a blend that 
makes compromises in опе or more re- 
spects, As a rule, economics prefers interi- 
ors to- comers, and trade-offs to all-or- 
nothing choices. 

* “Pear of Floating.” Available at www.bsos.umd.edu/ 
econ/ciecrpu.pdé. 

t "Exchange-Rate Regimes for Emerging Markets: Reviv- 
ing thé Intermediate Option.” See www.iieccom. 
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The invisible enemy 
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times. More recently, most big powers have 
experimented with germ warfare, The : 
mer Soviet Union is estimated t 

more than 60,000 people working i i 
warfare research programme at its he 

1972an intemational consortium created the 
Biological and Toxin Weapons Convention, ' 
which prohibited the development. and 
stockpiling of biological materials for hosti 


purposes, It went into effect in 1975, when it- 


was ratified by 140 nations. Non-ratifiers i 


‘clude Libya, Iran, Iraq, and North Korea. ° 


The poor man’s weapon 


But new laboratory techniques mean tha 
for about à dollar, say some analysts, a m 


 crobiologist can now generate enough ma 


rial to harm people and livestock covering a 


"square. kilometre, earning bioterrorism t 


‘Has the threat of bioterrorism been overstated? 


N MARCH 2oth 1995, members of the 
Aum Shinrikyo cult placed containers 

of nervegas in five Tokyo subway cars during 
the morning rush hour. As many as 6,000 
people were exposed to the gas, and more 
than 3,000 flocked to hospital emergency 
rooms as word of the attack leaked out. 
When it was over, 12 people were dead, and a 
handful more had sustained permanent 
. brain damage. The Japanese authorities later 
~ learned that the cult had carried outa similar 
attack the previous year, resulting in seven 
deaths. Aum Shinrikyo turned out to be a rel- 
atively large, sophisticated and well-fi- 
nanced operation staffed by highly trained 
people studying germ and chemical warfare. 
Are such attacks the shape of things to 
come? At a conference on infectious diseases 
held this month in San Diego, Lisa Rotz of the 
Centre for Disease Control and Prevention 
in Atlanta noted that today's terrorists are of- 
ten driven by hatred of particular countries, 
cultures, or religions. This, she suggests, 
means they might have fewer qualms about 
bioterrorism than the terrorists of several de- 

© cades ago, who were more interested in scor- 
ing political points and in garnering public 
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support for their various causes. 

Dr Rotz is not alone in her belief that bio- 
terrorism is a growing cause for concem. Ear- 
lier this year, a $2m exercise simulating the 
effect of a bioterrorist attack was carried out 
in Denver, Colorado. It revealed serious 
medical and organisational shortcomings, 
prompting Tara O'Toole of the Johns Hop- 
kins University Centre for Civilian Biode- 
fence Studies to warn that America is “totally 
unprepared” against  bioterrorists. Dr 
O'Toole called for extra spending of $3 billion 
a year to fund new diagnostic tools, vaccines 
and contingency plans. 

Yet a closer look suggests that those most 
likely to engage in bioterrorism are home- 
grown crackpots like Aum Shinrikyo, rather 
than international terrorists. And while re- 
cent incidents have had serious and some- 
times fatal consequences, they have hardly 
resulted in widespread chaos. If anything, 
they have prompted governments to 
strengthen their response systems. 

Bioterrorism is not new. The Romans 
used dead animals to foul their enemies’ wa- 
ter, and the bodies of infected soldiers were 
catapulted into besieged towns in medieval 


nickname of “the poor man's atomic bomb". . 
The Tokyo subway incident seems to show : 
that almost anybody can gain access to bio- - 
logical weapons of mass destruction... 

To Milton Leitenberg of the Centre for In 
ternational and Security Studies at the Uni 
versity of Maryland, Baltimore, however. 
proves just the opposite: that the threat. o 
bioterrorism has been wildly exaggerated. In 
arecent paper, DrLeitenberg studied arou 
1,000 threatened or actual uses of bioten 
tism, including hoaxes. He concluded tha’ 
“there is an extremely low incidence of real 
biological events, in contrast to the number 
of recent hoaxes, the latter spawned by ad- 
ministrative and media hype.” 

According to Dr Leitenberg, a would-be. 
bioterrorist must be able to identify and ob- . 
tain. the correct pathogenic strains; handle | 
them correctly; grow them in an enviro 
ment that encourages production of the de 
sired characteristics; store them and scale up 
production properly; and “weaponise” oi 
disperse. them effectively. Conventional 
wisdom holds that all but the fifth step are 
easy to accomplish, but Dr Leitenberg say 
that experience shows otherwise. . 

Minor variations in culturing condition 
can degrade an organism's toxic. potent 
Even in the best of circumstances itis hard to 
get microbes to produce toxin consistenth 
from one generation to the next. And 
most reliable way to ensure a large numbe 
of casualties is to release an inhalable aerosol 
over a wide area, but the technology for do- 
ing this is out of the reach of all but the mos 
sophisticated and well-funded terrorists. In- 
deed, a cynic might conclude that most na- 
tions abandoned their biowarfare research. 
because it was simply not paying off. 

Dr Leitenberg. also asserts that, of the 
60,000 people working in the Soviet biowar- 
fare programme, only about 5% were senior- 
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level scientists, and perhaps only 100 knew 
all the steps required to produce a biological 
weapon. To those who worry that these 100 
will sell their services to the highest bidder, 
he points out that Aum Shinrikyo spent sev- 
eral million dollars trying to buy technology 
and expertise from former Soviet scientists, 
only to come away empty-handed. He con- 
cludes that most discussionson bioterrorism 
have been characterised by rhetoric that is 
"thoughtless, ill-considered, counterpro- 
ductive and extravagant.” 

Martin Hugh-Jones, an epidemiologist 
at Louisiana State University in Baton Rouge, 
agrees that bioterrorism poses at most only a 
modest risk. He describes a hypothetical sce- 
nario in which a suitcase programmed to re- 
lease anthrax is placed in Grand Central Sta- 
tion in New York during the rush hour. 


t; Victims who developed any symptoms at all 


would, he says, ascribe them to a mild case of 
the flu, rather than a terrorist attack. 

In fact, biological weapons may prove 
more of a threat to their makers than to their 
intended victims. In 1979 a weaponised 
strain of anthrax being developed by Soviet 
researchers in the city of Sverdlosk was acci- 
dentally released, killing about 70 people 
- and some livestock. Those affected all lived 
and worked within a narrow zone extending 
from the city's military facility to its south- 
-ernmost limits some 30 miles away. The So- 








viet authorities initially insisted that people 


had become ill from eating tainted meat. 
Only in 1992 did President Yeltsin confirm 
thereal source of the outbreak. 

Dr Hugh-Jones believes that the food 
supply makes a better bioterrorist target 
than people. An outbreak of anthrax in Kan- 
san cattle could devastate notonly American 
beef farmers but their suppliers and custom- 
ers—grain farmers and supermarkets—as 
well, Or imagine if corn or wheat was in- 
fected, either with an agent that kills it, or 
with a disease deadly to humans, such as 
botulism. The result would be food scares 
and soaring prices. These scenarios, Dr 
Hugh-Jones contends, are “far more fright- 
ening than killing a few New Yorkers.” Agri- 
cultural bioterrorism is also efficient: it 
would take only a small outbreak of, say, 
kamal bunt, a wheat disease, before foreign 
countries started to ban imports. 

It is not just terrorists who might wield 
such weapons: so might rival wheat produc- 
ers, The American government takes this 
threat so seriously that in September it an- 
nounced plans to spend $215m upgrading 
the national agricultural quarantine station 
on Plum island, off the coastof New York, to 
deal with threats to American agriculture. A 
shrewd bioterrorist, it seems, would strike 
where it really hurts: in the wallet. 

Ж] 





| Let's get this straight 


HE ancient Egyptians were sticklers for 

detail. Despite their size, the pharaohs' 
tombs are positioned with extraordinary 
accuracy —the east and west walls of the 
Khufu pyramid, for example, are aligned 
north-south to within one-twentieth of a 
degree. Over the centuries, many compet- 
ing theories have tried to explain how the 
pyramids' builders accomplished this feat 
of precision engineering. Was it luck, geo- 
metric prowess, or the helping tentacle of a 
visiting alien? Now an Egyptologist seems 
to have solved the riddle—by looking at 
how the ancients got it wrong, rather than 
how they got it right. 

Usingthe heavens asacompassiscom- 
plicated by precession—the slow swivel- 
ling of the earth's axis that causes the celes- 
tial north pole (the point in the heavens 
directly above the earth’s north pole) to 
trace out a circle every 25,800 years. At the 
moment, thecelestial north pole isnear the 
star Polaris; in 13,000 years’ time, it will be 
near the star Vega. In the night sky of an- 
cient Egypt, though, no such quick-and- 
dirty placeholder was present. Kate Spence 
of Cambridge University suggests in this 
week's Nature that the pyramid builders 
must have used a couple of nearby stars to 
fix the location of the pole instead. 
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Dr Spence suggests that the Egyptians 
aligned the pyramids according to an 
imaginary line connecting two stars on op- 
posite sides of the invisible pole—one in 
Ursa Major and one in Ursa Minor (famil- 
iar to Americans as the Big Dipper and Lit- 
tle Dipper). Using a plumb line, an ancient 
Egyptian astronomer could have deter- 
mined when the line linking the two stars 
was vertical. The pointat which the plumb 
line met the horizon would then indicate 





А pyramid scheme | 
Northern horizon from | 
Giza plateau, 24678C 
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- Dams 


-design of the pyramids where itis due: they | 






A barrage of 
criticism 

OR the past century or so, governments 

and development agencies alike have 
been keen on dams. Built to store water and 
generate electricity, they are often emblems 
of national pride. And surely driving tur- 
bines from flowing rivers is a greener way to 
generate energy than burning coal, oil or gas? 
Butnow serious doubts are emerging. For the 
first time a comprehensive effort has been 
made to analyse the environmental, econ- 
omic and social impacts of the world's 
45,000 large dams. The World Commission 
on Dams has spent two years gathering data 
on 1000 of them, soliciting the views of gov- 
emments and non-governmental groups. 
This week South Africa's Nelson Mandela 
unveiled the result. The conclusion is bleak. 

Dams make valuable economic con- 
tributions, of course: a third of countries de- 
pendon hydropower for over half their elec- 
tricity, and over a third of irrigated land 
depends. on dams. Farmers benefit from 
cheap irrigation water which, in turn, subsi- 
dises much of the world’s food. But the over- 
all costs of dams, to both man and nature, 


tat 


precisely the direction of true north. 

Oratleast it would fora couple of years 
either side оЁ2467вс. Before and after that 
date, this method would give an answer 
that was slightly wrong. But the error tums 
out to correspond closely with the ob- 
served errors іп the pyramids’ positions: 
the further their estimated dates of con- 
struction are from this window of accu- 
racy, the larger the errors in their align- 
ments. All of which strongly suggests that 
Dr Spence's method may indeed have 
been theone usedto align the pyramids. 

Furthermore, by working backwards 
from the alignment errors, this theory can 
beusedto provide more accurate estimates 
of the dates of the pyramids' construction. 
Existing chronologies of ancient Egypt in- 
volve uncertainties of ир to 100 years. But | 
this new approach could narrow down 
that margin to just five years or so. 

No doubt Dr Spence's work will disap- 
point some people—most notably, those 
who take the meticulous design of the pyr- 
amids as evidence either of extraterrestrial 
intelligence, or of the omniscience of the 
ancients. But, although this new hypothe- 
sis seems to demonstrate that the ancient 
Egyptians were unaware of the effects of 
precession, at least it restores credit for the 


were built by ordinary men, using the stars 
as their guide. 
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have never before been considered. The re- 
port concludes that dams' impacts on eco- 
systems are “mostly negative". 

The building of dams is often destruc- 
tive. It usually meansclearing forests or other 
habitats in areas to be flooded. Water in res- 
ervoirs, especially in water-storage dams, 
becomes silted with vegetation and matter 
washed off land upstream. As that rots, it 
emits carbon dioxide and methane, contrib- 
uting to the greenhouse effect. How much is 
emitted is not known, but some estimates 
say reservoirs could account for more than a 
quarter of the “global-warming potential" of 
gases in the atmosphere. It was assumed that 
hydropower, by substituting for burning 
fossil fuels, would reduce emissions of 
£reenhouse gases. In hot, tropical countries, 
where reservoirs appear to produce most 
gases, that claim now needs reassessing. 

Two studies of a single hydropower pro- 
ject in Brazil show why that will not be easy. 
The first, in 1998, found that the massive 
(2,600 km’) Tucurui reservoir emitted 76 
tonnes of methane per km’ and 3,808 tonnes 
of carbon dioxide each year; but a second 
study last year put the figures at a mere five 
tonnes of methane and only 2,378 tonnes of 
CO,.On the first analysis it would have been 
cleaner to burn gas, oil or even coal for elec- 
tricity; on the second, the dam is probably 
cleaner. Both analyses could even be correct, 
if gas emissions from reservoirs vary greatly. 

There are other problems, too. Some 
large dams alter flood cycles and down- 
stream flows; some pollute rivers, remove 
nutrients and alter the water temperature. 
All these can affect the survival of plants, fish 
and animals. Reservoirs may serve as hosts 
for mosquitoes and the diseases, including 
malaria, that they spread. Blocked rivers dis- 
rupt the migration and breeding of fish, 
causing some species to become extinct. 

Assessing the net benefits of dams re- 
quires far more attention to be paid to these 
difficulties. Nearly half the world’s rivers 
have at least one large dam; more are now 
being built in China, India, Turkey and else- 
where. Over $2 trillion has been invested, 
and as many as 80m people have been dis- 
placed by dams. Yet the projects have often 
proved unprofitable, slow to deliver energy 
or water, and prone to corruption. In poor 
countries, even when dams deliver as prom- 
ised, the better-off often benefit most. 

Will this barrage of criticisms improve 
the way dams are built? The involvement of 
the World Bank and industry in the report 
should ensure closer scrutiny of big dam 
projects, and help make the report’s recom- 
mendations more palatable to the private 
sector. But a decision to build a dam is often 
made for political reasons, to create jobs, or 
to benefit a particular group. So better in- 
formation, or pressure from outsiders, may 
not help. At least the report offers a yardstick 
for measuring future failures. 

m 








Mathematics and art 


The beauty of 
equations 


MAUBEUGE 


ORTIFICATIONS don't have to be pretty, 

butthey often are. A few kilometres south 
of the Belgian border, the French town of 
Maubeuge is surrounded by а seven- 
pointed star. The moat, overlooked by geo- 
metric walkways that lead up and out into 
thin air, seems more like an eccentric's play- 
ground than a landscape tailored by Vauban 
to keep out invaders. War is ugly, but its con- 
straints evidently can beautify. 

Constraints do that everywhere. Which 
is why those who study the subject of con- 
straints (mathematicians) sometimes feel a 
kinship with those who are in the business 
of making beautiful things (artists). At the 
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Yes, but is it art? 


eighth New York Digital Salon, which 
opened last week in the city’s School of Vi- 
sual Arts and online (www.sva.edu/salon) 
they compete for your appreciation. “Scenic 
views abound”, a picture of tourists on the 
moon, is shown alongside “Extruded Hilbert 
Curve over a charged Hexagonal Truchet 
Pattern”, a mathematical image from a 
world that is in some ways more real than an 
imaginary lunar tourist trap. At a recent con- 
ference held just inside Maubeuge's walls, 
the two worlds met for three days of abstract 
curves, weird shapes on screens and, of 
course, equations on blackboards. 

For, given any mathematical statement, 
a shape that the eye can savour is never far 
away. Take addition: 3*4-7 is trivial, but 
x+y=7 is an equation. Even better, it also de- 
fines a line: values for x and y are now con- 
strained tocertain combinations such as 3*4, 
5*2 and an infinite number of other pairs. In 
agraphofxagainst y they form a line thinner 
and straighter than any pencil can draw. 

Such graphs may help a student to 
fathom what the formula is about. In higher 





SCIENCE AND TECHNOLOGY 


mathematics, graphs are often indispens- 
ablein allowing researchers to deal with baf- 
fling theoretical structures—as they always 
have been. Konrad Polthier, of the Technical 
University of Berlin, pointed out the lengths 
to which his predecessors in the study of 
"minimal surfaces" were prepared to go to 
obtain pictures of what they were doing. In 
thelate19th century, geometers from Góttin- 
gen would commission plaster models of 
certain minimal surfaces, costing exorbitant 
sums that Dr Polthier would be lucky to ex- 
tract from his university's treasurer. Fortu- 
nately for him, there now exist “three-di- 
mensional printers” that, at a cost of a few 
hundred dollars, will convert one of the 
complicated surfaces he draws on his com- 
puter into something he can grasp. The latest 
models even do full colour, allowing math- 
ematicians to get an even better feel for their 
subjects and opening new avenues for artists 
who come along for the ride. 

But do artists really belong here, and 
where exactly does the artistic part come in? 
Only the very mathematically inclined will 
be moved by the incarnation of x+y=7, by 
any of Dr Polthier's surfaces, or even by the 
dizzying video made by John Sullivan of the 
University of Illinois, showing a sphere being 
turned inside-out without tearing—now 
there’s a constraint (see new.math.uiuc.edu/ 
optiverse). Luckily, there are countless other 
ways to boss numbers around. Strangely, the 
more removed the mathematics becomes 
from what most people would be able to 
fathom, the more comfortable they are likely 
to be with its graphical representation. 

When Michael Field of the University of 
Houston showed his graphs, he introduced 
them as “Symmetry in Blues” or “Armies of 
the Night” and did not forget to mention 
which would be appearing in the New York 
Digital Salon. Yet they are made by drawing 
lines on a computer screen at the throw of 
computerised dice, subject to certain con- 
straints. Viewers cannot see the lines them- 
selves, but a point that is visited often by a 
line is assigned a different colour from one 
that is visited rarely. The result is colourful, 
intricate, and would look good on any- 
body's wall—but is it art? 

That was not a question those at the 
Maubeuge meeting lost sleep over. To them, 
admiring a picture and understanding how 
itcomes about are two sides of the same coin. 
So why not honour the makers of such pic- 
tures for a happy choice of colours and tex- 
tures, when a different choice, as Jean-Fran- 
cois Colonna of France Telecom pointed out, 
might not just be ugly, butobscure the math- 
ematics, or emphasise a totally different as- 
pect? Mathematicians often marvel at how 
they dream up concepts such as "zero" or 
"sum", and then seem to have no say about 
how these things behave. But they can de- 
cide how they look, and that is not a science. 
Soit must be art. 
= | 
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BOOKS AND ARTS 


No recount at the Fed 


NEW YORK 


Alan Greenspan makes an unlikely cult hero. Two new books examine how 
the chairman of the Federal Reserve became Mammon's own deity 


F ALAN GREENSPAN should happen to 

die, God forbid, “I would prop him up and 
put a pair of dark glasses on him," joked 
John McCain, during his unsuccessful presi- 
dential bid. As chairman of the Federal Re- 
serve, Mr Greenspan does seem indispens- 
able. He is widely credited with keeping 
America booming, and even with saving the 
global economy from collapse. The fact that 
he is to stay in office at least until 2004 is one 
reason why post-election America seems to 
have been so calm about not knowing who 
thenext president will be. 

Mr Greenspan, who shrugs off the 
wilder praise, is neither all powerful nor all 
wise. In 1974, on becoming head of the 
Council of Economic Advisers (CEA), he pro- 
voked an avoidable row by observing—ac- 
curately but tactlessly—that, “percentage- 
wise", inflation hurt Wall Street brokers 
most. He had to apologise, and acknowledge 
that the poor suffered more. But it was typ- 
ical of him, too, that he drew a lesson from 
his gaffe: avoid public utterances that are 
controversial—or even meaningful. 

For the five years before President 
Reagan made him chairman of the Fed 
in August 1987, a Fed report placed his 
Wall Street firm last in a ranking of 
economic forecasters. As chairman, he 
soon raised interest rates, which many 
Wall Streeters blamed for the stock- 
market crash of October 1987. His re- 
sponse to the crash turned the market 
around, however, and earned him for- 
giveness. His solution, a promise that 
the Fed stood ready to provide what- 
ever liquidity was needed to support 
the financial system, was the first of 
several rescue efforts in which he has 
seemed to tell Wall Street that the Fed 
was there to help if it fails spectacu- 
larly. His critics believe that such sig- 
nals create the very “moral hazard"— 
encouraging riskiness by cushioning 
its consequences—that he has warned 
other regulators against. 

In the early 1990s, Mr Greenspan 
misread the economy, and had to raise 
interest rates at a time that proved 
costly to George Bush, who lost the 
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| MAESTRO: GREENSPAN'S FED AND THE | 

| AMERICAN Boom. By Bob Woodward. | 

| Simon & Schuster; 272 pages; $25 and 
£17.99 


| GREENSPAN: THE МАМ BEHIND 
| Money. By Justin Martin. Perseus Pub- 
| lishing; 284 pages; $28 and £16.95 


presidency to an opponent campaigning on 
“theeconomy, stupid”. As he resisted intense 
pressure from Mr Bush's officials to cut rates, 
this loss was testimony at least to his inde- 
pendence (if not to his forecasting), a feature 
of the Greenspan Fed that deserves whole- 
hearted praise. Though a Republican, Mr 
Greenspan bonded quickly with Bill Clin- 
ton, and helped design the government defi- 
cit reduction plan which has blossomed into 
today’s huge fiscal surplus. 

“Maestro”, by Bob Woodward of Water- 
gate fame, describes at length Mr Green- 
span's role in overseeing the boom of the 





Clinton years. He confirms the Greenspan 
myth so wholeheartedly that his book is said 
to have irked Robert Rubin, who as secretary 
of the Treasury worked with Mr Greenspan 
and who is expected to give his own, coun- 
terbalancing account in a forthcoming book. 

Mr Woodward serves up plenty of 
Greenspan titbits. We read that Mr Clinton, 
who is a good mimic, does a fine impression 
of the chairman intoning “inflation”. Mr 
Greenspan is often guided on tough deci- 
sions by a pain in his stomach. He is a for- 
midable networker. Before the Mexican bail- 
out in 1995, he prepared the ground by brief- 
ing Rush Limbaugh, an influential 
right-wing radio talk-show host. Mr Green- 
span was annoyed with Bill McDonough, 
presidentof the New York Fed, for getting the 
Federal Reserve's name associated with the 
bail-out of Long-Term Capital Management, 
a hedge fund, in September 1998. 

Two elements of Mr Greenspan's record 
may well be debated indefinitely. Having 
worried about "irrational exuberance" in the 
stockmarket in 1996, should he—indeed, 
could he—have done more to keep share 
prices at less irrational levels? And, with 
hindsight, was it necessary to put up interest 
rates in 1994-5, when he launched a “рге- 
emptive strike" against inflation over the ob- 
jections of Alan Blinder, the Fed’s vice chair- 
man, and others? They thought that the risk 
of inflation was low for the sort of “new 
economy" productivity-miracle reasons 
now cited by Mr Greenspan himself. 

None of which is to criticise Mr 
Greenspan, who is doing a hard job 
well. The American economy is com- 
plicated and any forecast involves 
guesswork. He is as open-minded an 
intellectual and as rigorous an econo- 
mist as you could hope to find, and it 
would be a brave person who claimed 
to know others who could consistently 
guess better. He is honest, indepen- 
dent, and has a love of data and a deep 
desire for the truth. He has made the 
Fed more transparent and account- 
able. He has also—though these two 
books do their best to ignore it—made 
the Fed more boring, by taking pains to 
avoid surprising the bond markets 
with interest-rate changes. 

Justin Martin is shallow on the 
whole in his analysis of Mr Greeen- 
span at the Fed, though he is livelier 
than Mr Woodward on the man be- 
hind the myth. Mr Greenspan played 
jazz professionally; he starts each day 
with a hot bath (not a shower); he has a 
“female-journalist fetish" in Mr Mar- 
tin's words, and is married to one: An- 
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incarnations of Cathleen ni Houlihan bear- 
ing ira coffins draped in the republican 
tricolour. Not only are they stereotyped by 
others; they manage sometimes to stereo- 
type themselves. 

Marianne Elliott’s history combines orig- 
inal scholarship with a strong sense of her 
own identity (Ulster born and Catholic 
raised). This enables her to write on two lev- 
els: she understands the codes that a com- 
munity, especially a closed community, live 
by; but she is a professional historian who 
knows that these codes are often based on 
myth, and that nine times out of ten popular 
conceptions of history are wrong. Her survey 
isa broad one, beginning in early Ireland and 
running up to the present, and she relies on 
her research as well as the pioneering work 
of others. 

Her discussion of the 1798 rebellion is 
masterly, as is her analysis of the role of the 
Catholic hierarchy in education. She per- 
haps relies too heavily on John Whyte's im- 
portant (but flawed) work on Catholicism in 
Ireland, north and south, and perhaps lacks 
the rather brutal political equipment 
needed to work out the murky deals that re- 
sulted in the Good Friday Agreement, of 
which she thoroughly approves. Her general 
theme is that Ulster's Catholics and Protes- 
tants have shaped each other's character 
and political history, and even the nature of 
their religion: church attendance was always 
an obsession of each denomination. She is 
perhaps mistaken in suggesting that, while 
Protestants resent the Roman Catholic reli- 
gion as religion, Catholics do not reciprocate; 
Catholics did tend to regard Protestants as 
possessed of no religion, as one woman in- 
terviewed on the Belfast streets famously 
suggested in the era of good feelings of the 
early 1960s. 

Ms Elliott’s book lays to rest the notion, 
propagated by poets and even by some his- 
torians who should know better, that the 
history of Ulster is that of the “planter” ver- 
sus the “Gael”; the two communities were 
inseparable, intermarrying and living in the 
same environment. Some revisionist history 
can leave the reader up in the air, wondering 
why, in the light of the historian's myth- 
busting, Catholic and Protestant bothered to 
quarrel with each other at all. Ms Elliott does 
not fall into this trap; as she rightly says, the 
Ulster plantation of the 17th century and the 
penal laws of the 18th did happen, “but they 
represented defeat for a way of life and later 
injustices gave them added value.” 

This book might seem to tell a depressing 
tale, but it is enlivened by Ms Elliott’s use of 
folklore material and regional writing to 
shed light on the intricate and (to the out- 
sider) baffling ways of life and thought of the 
Ulster people as a whole. She builds on this to 
suggest that Ulster's Catholics and Protes- 
tants might yet forge a new, regional identity, 
if Catholics finally attain a state in which 
they can feel at ease with themselves. This, 
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however, might require some myth-making, 
and that the historian cannot do; he or she 
must stand aside and leave that to politicians 
and writers. Marianne Elliott's book clears 
the ground, but there is a nagging doubt 
about her project. Is this the work ofa too ra- 
tional mind? Will Ulster’s militants prove 
susceptible to arguments based on the belief 
that most people prefer peace to war? After 
all, what is an IRA or uvr commandant to do 
when he faces the prospect of returning to 
his old, pre-Troubles life of, say, selling ice 
cream and reverting to the ranks as Mr 
Whippy or Mr Softee? 





Nobel prizes 


Lifting the veil 


THe NOBEL Prize: A History OF GENIUS, 
CONTROVERSY, AND PRESTIGE. By Burton 
Idman. Arcade; 496 pages; $29.95 


EW honours confer as much unchal- 

lenged prestige as a Nobel prize. Yet few 
prizes are more mysterious. Why are some 
achievers honoured and others not? Is a 
Nobel a call to greater heights or an invita- 
tion to coast? The right questions about 
how Alfred Nobel's executors arrive at their 
choices and what subsequently happens to 
Nobelists' careers are often 
asked but too seldom pur- 
sued. Though the winners, 
especially the natural sci- 
entists, are generally 
thought to have deserved 
their prizes, the whole 
procedure appears to be 
cloaked in an air of Olym- 
pian inevitability. The 
present fuss about a possi- 
ble leak to the Swedish 
translator of the Chinese 
author, Gao Xingjian, who 
won this year’s literature 
prize, stands out for being 
so rare. 

In putting the Nobels 
under the microscope, 
Burton Feldman starts well enough. He 
opens with an excellent thumbnail life of 
Alfred Nobel himself and a briskly critical 
history of the sometimes wayward admin- 
istration of the prize. But then, as Mr Feld- 
man turns to examine individual prizes, 
things start to bog down. 

In discussing the literature prize, Mr 
Feldman assumes in his readers a more 
than casual knowledge of 2oth-century fic- 
tion. Who is this book for? Laundry lists of 
authors are reeled off with little explana- 
tion of who they are. Familiar complaints 
are rehearsed. Why no prize for Graham 
Greene? Is Dario Fo really a playwright? 
How can academy members properly 
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judge works in languages they cannot read? 
But few new insights ernerge. 

For the science prizes, Mr Feldman does 
a better job of filling im the background. 
Any particle physicist wanting a potted his- 
tory of his subject could profitably read the 
chapter on the physics orize; it contains il- 
luminating personal sketches of the great 
names and shows how discovery built on 
discovery. To a lesser extent, the same is 
true of the chapters on the chemistry and 
medicine prizes. All have the merit of re- 
minding the reader jus: how far scientific 
knowledge has advanced in the century 
since the prizes were first awarded. (In 1901, 
for example, many respectable physicists 
did not believe that atoms were real) The 
medical chapter also shows how provi- 
sional scientific knowledge can frequently 
be. The inventor of the pre-frontal lobot- 
оту was а prize winner; so was the inven- 
tor of an alleged treatment for syphilis tha 
involved infecting the patient with malaria. 
Good as these chapters are, they make 
heavy demands on the lay reader. Readers 
without a grasp of the so-called standard 
model in particle physics may well floun- 
der in the chapter on the physics prize. 

It is only with the chapters on the peace 
and economics prizes that some sense of 
the prize-awarding process itself seems to 
emerge. Interestingly—inevitably?—Nobel's 
original intention that the peace award 
should be solely for those 
who prevent wars has be- 
come stretched to include 
those who try to end them 
or whe campaign against 
their remoter causes, such 
as the abuse of human 
rights. 

As to the economics 
prize, Mr Feldman sub- 
scribes to the view, not 
uncommon among econo- 
mists themselves, that it 
should not exist. It was 
created after mathematics 
gave economics a theoreti- 
cal underpinning that 
other social sciences 
lacked. Economics, 
though, is still not a hard science. Prizes for 
natural science are rarely given to theory 
makers until their theories have survived 
contact with observaticn and experiment. 
The economics prize, say its critics, has 
tended to reward purely theoretical work 
that may or may not describe behaviour in 
the real world. Certainly, the Nobel au- 
thorities themselves have kept the econom- 
ics prize at arms' length. It was created only 
in 1966, and its correct, somewhat dis- 
tancing name, on which the Nobel com- 
mittee insists, is the "Central Bank of Swe- 
den Prize in Economic Sciences in Memory 
of Alfred Nobel". 


و 
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The politics of hate 





Rallies against intolerance in Germany. Controversy over Austria's 


Freedom Party. How alarming is the far-right in Europe and America? 


THE VOICE OF MODERN HATRED: EN- 
COUNTERS WITH Europe's New RIGHT. 
By Nicholas Fraser. Overlook; 327 pages; 
$35. Picador; £16.99 


ENOPHOBES, Nazis, racists, populists 

and fascists abound in Europe today. 
Butexactly what and whoare they? Nicho- 
las Fraser, a television journalist, spent 
time among supporters of far-right parties 
in some of the grimmest parts of Western 
Europe in order to find out. He wanted to 
see for himself what kind of person beats 
up migrants and votes for France's Front 
National (FN) or Austria's Freedom Party, 
and to determine what the goals of those 
parties’ leaders really are. 

The result is an excellent and readable 
book. The thugs, it turns out, are quite hard 
to find, and express themselves not in 
words but with their fists. Most are young, 
unemployed and lost in some way. They 
support far-right parties because, as one 
Frenchman put it, “my life is shit"; because 
“no one [else] cares about the fate of ordin- 
ary people". A few in Austria and Ger- 
many are nostalgic for the Nazis, who they 
think were glamorous. Such disaffected 
youths protest against mainstream parties, 
social change, migrants and outsiders—in- 
deed, against pretty much anything at all. 

Mr Fraser is uneasy when he confronts 
the polished leaders and spokesmen of 
far-right parties. Jean-Marie Le Pen, leader 
of the FN, was, Mr Fraser tells us, similarly 
beguiling. But such men trade in despair. 
They insist that when Europe burns—the 
fault of foreigners, Islam or any other 
scapegoat—the people will turn to them 
for salvation. Yet their supporters, as Mr 
Fraser finds at rallies and on violent streets, 
are already dangerous, able as they are to 
whip up hatred and fear, and drag a de- 
plorable agenda into mainstream debate. 








POLITICS OF THE EXTREME RIGHT: FROM 
THE MARGINS TO THE MAINSTREAM. Edited 
by Paul Hainsworth. Continuum; 322 pages; 
$90.95 ($28.95 paperback)and £50(£15.99 pa- 
perback) 

HIS collection of essays, edited by Paul 

Hainsworth, aims to take a compre- 
hensive look at those on the far-right mar- 
gins of European politics. Mr Hainsworth 
begins by defining his subject. This is use- 
ful, given the wide variety of guises the far- 
right has assumed, from Scandinavian 
populists to Italian neo-fascists and brut- 
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ish central European skinheads. Despite 
their superficial diversity, these groups 
share a number of characteristics, notably 
“nationalism, xenophobia, racism, anti- 
democracy...support for а strong 
state...emphasis on law and order, ethnic 
identification and exclusion.” 

With definitions firmly in place, the 
book’s contributors discuss the overall up- 
swing of support for the far-right in Europe 
over the past two decades. Extremists, we 
learn, are at present on the up in Austria, 
Belgium, Germany and Eastern Europe, 
though support is wavering in Britain, the 
Netherlands, Scandinavia and, to some ex- 
tent, France. Meanwhile in many parts of 
Europe, ethnic minorities and migrants en- 
dure widespread and worsening attacks. 
Parties on the far-right have taken local of- 
fice in France and (though the label is dis- 
puted by those whoclaim that followers of 
Jörg Haider are now house-trained) share 
national office in Austria. 





NATION AND RACE: THE DEVELOPING 
EURO-AMERICAN RACIST SUBCULTURE. 
Edited by Jeffrey Kaplan and Tore Bjørgo. 
Northeastern University Press; 273 pages; 
$50($20 paperback) 


ee ATION and Race", another collec- 

tion of scholarly essays, opens 
with a particularly good first chapter 
which gives an overview of far-right poli- 
tics, comparing its success in different 
western democracies. In those countries, 
good liberals find extremist and racist 
views abhorrent, but also worry about 
censorship and repression of those who 
speak up from the margins. Such is the 
democratic dilemma. Governments may 
decide to shut down extremist parties (in 
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Germany the far-right NPD is in the process 
of being banned), but it is harder to outlaw 
cultural movements. 

The remaining nine essays take the 
reader into the conspiracy theories, reli- 
gious views and even the musical taste of 
right-wing extremists. Young men are often 
drawn to far-right politics by white-power 
lyrics and skinhead fashion. The Internet, 
too, has a role in spreading hateful ideas 
beyond the reach of censors or police. An- 
other point to emerge from this collection 
is that, although there are many similar- 
ities between recent developments in 
America and Europe, there remain marked 
differences. In Europe migrants are espe- 
cially vilified, for instance, while in Amer- 
ica religion and conspiracy theories are the 
driving forces. 





MOBILIZING RESENTMENT. By Jean Har- 
disty. Beacon Press; 304 pages; $25 ($17.50 pa- 
perback). Distributed in the ux by Airlift; £23 
(£13.99 paperback) 


EAN HARDISTY'S radical tract is an at- 

tempt to rouse readers to confront those 

who would undo the successes of mi- 
norities movements in America. Ms Har- 
disty’s furiously anti-establishment rheto- 
ric is, however, too strident, and she lumps 
far too much under the term “rightist”. 
Economic liberals, racists, homophobes, 
the wrong sort of feminists and male- 
bonding groups are seen as a single malev- 
olent entity. Her call to resist a “well-fi- 
nanced, well co-ordinated, savvy move- 
ment that has developed brilliant 
techniques of manipulation" sounds as 
conspiratorial as some of her country- 
men's call to arms against a Zionist inva- 
sion by the United Nations. It is reassuring 
that there are other, better books on offer 
for an understanding of the 
far-right than this one. 
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Viruses 


Cold comfort 


THE INvisiBLE ENEMY: A NATURAL HISTORY OF Viruses. By Dorothy Crawford. Oxford Uni- 


versity Press; 287 pages; $25 and £14.99 


S THE flu season gets underway, what 
could be more appropriate than to re- 
tire to your sickbed with a book about vi- 
ruses? The influenza virus (or, to be more 
precise, group of viruses) is just one of the 
many described by Dorothy Crawford, a 
microbiologist at the University of Edin- 
burgh, in her brief but illuminating book. 
One of the earliest documented flu pan- 
demics, she notes, occurred in Edinburgh in 
1562, where it was described as “а new dis- 
ease that is common in this towne, called 
here the newe acquayntance.” The flu 
passed swiftly through the court of Mary, 
Queen of Scots, “neither sparinge lordes, la- 
dies or damoysells.” The name “influenza” 
was coined in Italy in the 15th century, on 
the basis that the disease was originally 
thought to be caused by a malevolent su- 
pernatural influence. Today, of course, we 
know it is a virus. But ask most people the 
difference between a virus and a bacte- 
rium, and you are likely to be answered 
with a blank stare. 

So Ms Crawford starts off by explaining 
what viruses are—strands of genetic mate- 
rial in protein wrappers—and how they 
subvert the internal machinery of living 
cells to reproduce and spread. (Hitching a 
ride on one of the millions of tiny droplets 
expelled during a sneeze is a particularly ef- 
ficient mode of transport.) More cunning 
still are the ways in which viruses avoid de- 
tection by their hosts’ immune systems, es- 
sentially by subverting our various chemi- 
cal alarms. 

Ms Crawford examines the threats 
posed by the Lassa and Hanta viruses—as 
well as Ebola, which has just killed more 
than 100 people in Uganda—and assesses 
the prospects for a flu pandemic like that of 
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1918, which infected half the world’s popu- 
lation, killing 1 in 20. More reassuringly, she 
explains how new strains of flu are moni- 
tored by a “spy network" of по laboratories 
in 85 countries, whose findings are used to 
design each winter's flu vaccine. 

Though there is a vaccine against flu, 
there is no cure. Nor is there for the com- 
mon cold (which also has a viral cause), de- 
spite years of research, including experi- 
ments carried out in the 1940s in which 
1,000 people volunteered to be cooped up 
for ten days, trying to catch a cold. Even so, 
anyone with a case of the sniffles will find 
some comfort in Ms Crawford's book. It 
covers such a wide range of nasty (and fre- 
quently fatal) diseases that ailing readers 
will appreciate how lucky they are not to 
have caught something worse. 


The environment 


Earth shattering 


SOMETHING NEW UNDER THE SUN: AN 
ENVIRONMENTAL HisTORY OF THE TWENTI- 
ErH-CENTURY WoRLD. By John К. McNeill. 
Norton; 416 pages; $29.95. Allen Lane, The 
Penguin Press; £20. 


EARTH RISING: AMERICAN ENVIRONMEN- 
TALISM IN THE 21ST CENTURY. By Philip Sha- 
becoff. Island Press; 240 pages; $24.95 


OHN McNEILU'S “Something New Under 
the Sun” can fairly be described as 
learned, a rare thing for books about the 
environment. And, the author’s strong 
opinions notwithstanding, it is admirably 
objective. Mr McNeill’s modest aim is to as- 
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sess what humanity has done to its envi- 
ronment throughout history. He concen- 
trates on the recent past,during which man 
has become especially intrusive on the 
planet he inhabits. As Mr McNeill puts it: 
“the ecological peculiarity of the 20th cen- 
tury is a matter of scale and intensity.” 

Certainly some of the statistics that he 
produces to support his argument make 
you stop and think: about a fifth of all the 
years spent by human beings on this earth 
took place during the 2oth century; man- 
kind probably consumed more energy in 
the past century than in its entire previous 
history; mankind is now probably the big- 
gest force for environmental disruption— 
bigger than almost any single force of na- 
ture and far greater than any other species. 
A clear example of man's impact on his 
environment is global warming, which is 
the subject of a big uN summit this week 
and next in the Netherlands: man’s emis- 
sions of greenhouse gases, the result of 
burning forests and fossil fuels, is very 
likely the main reason why the earth’s at- 
mosphere is hotting up. 

Is all this cause for alarm? Not necessar- 
ily so, Mr McNeill believes. Instead of 
apocalyptic warnings, he offers dry wit and 
understatement. “To regard these circum- 
stances as enduring and normal, and to de- 
pend on their continuation, is an interest- 
ing gamble.” He does not believe that 
humanity’s own future is at serious risk, 
convinced as he is that it is far too adapt- 
able for that. Yet he goes on to make a sub- 
tler point that should also serve as a warn- 
ing. Citing historical examples dating back 
to Mayan times, he argues persuasively that 
the social orders within individual societies 
are not so adaptable as the species itself. 
Bad ecology, in other words, can have cata- 
strophic (albeit local) social consequences. 

No society is more wasteful than Amer- 
ica, which has cheap energy and abundant 
resources. Indeed it is the profligacy and 
pollution of America’s miracle economy 
that preoccupies Philip Shabecoff, for 
many years a writer on the environment 
for the New York Times. While Mr McNeill 
remains aloof from green politics, Mr Sha- 
becoff leaps in bravely with an impas- 
sioned history of American environmental- 
ism, which he identifies as "one of the 
landmarks of human social development". 

Tracing the green movement in Amer- 
ica, from the first wave, led by John Muir 
and Theodore Roosevelt, through the sec- 
ond wave in the 1960s and 1970s, he says 
the time is right for a third wave. Mr Shabe- 
coff lists some of the dramatic gains that 
would be made possible by America's em- 
brace of green politics, including cleaner air 
and water, checks on corporate abuses and 
a greater popular participation in the 
democratic process. He is less clear about 
how to establish a balance between these 
benefits and the cost of bringing them 


121 


BOOKS AND ARTS 


about. Yet, together with Mr McNeill's work, 
"Earth Rising" deserves to be read. 

In fact, Mr Shabecoff's goal may not be 
so remote. The success of a green candidate, 
Ralph Nader, in taking presidential votes 
from Al Gore, who abandoned earlier green 
positions, is surely a signal, particularly of at- 
titudes among the young. Perhaps the next 
generation of Americans will indeed witness 
a third wave of environmentalism. 

8 __ ت 


History of ideas 


Image power 


THE FORBIDDEN IMAGE: AN INTELLECTUAL 
History OF ICONOCLASM. By Alain Besan- 
con. University of Chicago; 440 pages; $40 
and £25.50 


ISS a snapshot and you commit an act 

of idolatry. Slash it with scissors and 
you are an iconoclast. If images demand 
our veneration then they must also pay the 
occasional toll of our disenchantment. That 
is the nexus explored in this book, which 
traces the twin themes of iconoclasm and 
“iconophilia” in Europe from ancient 
Greece to the early 20th century. Jewish 
and Islamic doctrine forbids or severely re- 
stricts the use of images in worship, but 
Christian episcopal authorities have shown 
more enthusiasm than horror, as have sec- 
tarians of other religions. Strictly, “icono- 
clasm" does not mean the prohibition of 
imagery, rather its breakage, though per- 
haps that is too fine a point. To be an icon- 
oclast is to fear the power of an image; it is 
vandalism with passion and conviction. 
The suffragette who in 1914 slashed the Ro- 
keby Venus of Velazquez in London's Na- 
tional Gallery (see below) had great clarity 
of motive. For women's rights she sought to 
kill a languid, naked diva. If oil on canvas 
could arouse desire in a viewer then it 


could also be stabbed in the back. 





Venus, with backslash 
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Staying put 


Tur NIGHT LISTENER. By Armistead 
Maupin. HarperCollins; 352 pages; $26. 
Bantam; £16.99 


RMISTEAD MAUPIN is a very engag- 
ing writer. His chatty, whimsical 
"Tales of the City" series perfectly evokes 
the endearing eccentricities of San Fran- 
cisco's gay community, so that legions of 
readers feel they know it, and him, intim- 
ately. The same facility and fame are en- 
joyed by the protagonist of "The Night 
Listener"—Gabriel Noone, a writer in that 
same, splendid city who has become a na- 
tional radio star reading stories covering 
exactly the same turf as Mr Maupin's. 
Unfortunately, Gabriel is deeply scep- 
tical of his talent and achievement. He re- 
gards himself as “а clever impostor", a 
peddler of “feel-good penny dreadfuls" 
depicting “people caught by the supreme 
joke of modern life". His own existence 
has begun to fray with the departure of his 
lover, inducing a case of writer/broad- 
caster's block. 
The problem is that Gabriel's art has 
ceased to reflect his life, the life he needs, 











that is. A reality thunderbolt arrives in a 
manuscript from an unknown 13-year- 
old fan of his show, relating the years of 
sexual abuse which have left him in hos- 
pital with arps. Despite his plight, the boy 
is plucky, funny and tough, and he and 
Gabriel begin a series of long-distance 
phone conversations which force the au- 
thor to re-examine his values and feelings. 
The radio star becomes the listener, but 
also comes to see the boy as “the perfect 
listener, the only confidant with whom I 
feel utterly secure.” 

In the absence of face-to-face meet- 
ings, Gabriel's friends begin to raise ques- 
tions as to the boy’s true identity. At this 
point, Mr Maupin’s novel becomes a grip- 
ping, if occasionally melodramatic who- 
is-it. There are emotional revelations as 
well—some bordering on the soap-oper- 
atic—and a gathering strain of religiosity: 
the last chapter is called “Father, Son and 
Holy Ghost”. Overall, this is an involving 
and intelligent novel in which fiction and 
reality dovetail cleverly and “the supreme 
joke of modern life” is left intriguingly 
open-ended, without a punchline. 





— 





Although we are given no survey of 
iconoclastic action, Mr Besancon’s subtitle 
at least is true to the text. The discussion is 
so “intellectual” that it calls for no illustra- 
tions whatsoever. This risks consigning art 
to its worst fate, which one might call ico- 
namnesia—when an image fails to arouse 
either love or antipathy and simply slides 
into oblivion. Yet Mr Besancon writes with 
candour and elegance, and it is not his pur- 
pose to deny the power of art’s virtual real- 
ity. Rather, he wants us to engage with a 
dual problem of aesthetics and faith: a pro- 
blem which came to a head in the dispute 
among eighth- and ninth-century Chris- 


tians known as the iconoclastic contro- 
versy, but which can be readily generalised. 
Gustave Courbet, a great 19th-century 
French realist, said he never painted angels 
because he had never seen any. So if we 
have intimations of divinity and tran- 
scendence, how shall we express them? The 
world’s museums and galleries are stocked 
with attempts to answer that question; Mr 
Besancon’s book includes a small selection. 
One of his choices is Caspar David Frie- 
drich, a German Romantic painter whose 
pantheistic landscapes exemplify one 
mode of “iconophilia”. Other artists, nota- 
bly Wassily Kandinsky and Kasimir Malev- 
ich, the Russian pioneers of abstraction, are 
more difficult cases. Kandinsky treated “the 
pure inner working of colour” as a sort of 
mystical electricity. For him, a statue of 
Zeus enthroned or Christ crucified would 
have been an impediment to belief, a mere 
lump of shaped matter. A medieval pope, 
by contrast, would surely have condemned 
Kandinsky for making meaningless 
splodges, where what was needed was the 
lucid configuration of liturgy and creed— 
the Bible for illiterates. This conflict dom- 
inates western art. It is the merit of Mr Be- 
sancon's book to extract the problem from 
the archives of synods and councils, and 
draw our attention to a residual and im- 
movable function of art. If it cannot give 
form to the spiritual, what is there to ad- 
mire in it—or what reason to destroy it? 
=" = ES а 
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Chidambaram Subramaniam 


OST of the garden around 

Chidambaram Subrama- 
niam’s house in Delhi was taken 
up by acricket pitch, where heen- 
tertained friends to a game at 
weekends. One day in 1966 he 
gave orders for the garden to be 
dug up, cricket pitch and all, and 
planted with wheat seed. 

Mr Subramaniam, India’s ag- 
riculture minister, believed that 
the seed, a new variety, would 
transform Indian farming. Not 
everyone was convinced. This 
imported seed, critics said, could 
introduce foreign pests and dis- 
eases, ruining the already impov- 
erished Indian farmer. National- 
ists noted that the seed had been 
developed by an American scien- 
tist, Norman Borlaug, and every- 
one knew that Americans were 
no friends of India. 

Opposition politicians saw 
the issue as a way of getting at the 
Congress government. Bureau- 
crats gave them their tacit sup- 
port, fearing that the dangerous 
Mr Subramaniam was pushing 
ahead too fast, undermining their 
authority. 

The real fear for India, Mr 
Subramaniam said, was that it 
faced severe famine unless more 
grain was produced. Look, he 
would plant the seed in his own 
garden, on his cricket pitch. The 
dramatic gesture in cricket-mad 
India did not wholly end the op- 
position to the seed but it was 
dented. The seed was sown throughout India, in around 1,000 “de- 
monstration” sites, as well as in the Delhi garden. The resulting 
wheat yield, double that of previous sowings, astonished even Mr 
Subramaniam. 

The pariah seed was suddenly in demand. Some farmers who 
could not buy the seed stole it. The next year, 1967, India harvested 
17m tons of wheat grain. Never before had the harvest been greater 
than 12m tons. Schools were closed and their classrooms were 
used to store the extra bounty. Its immediate effect was to have 
saved many thousands of Indians from starvation. Today India 
harvests about 70m tons of wheat grain a year, more than enough 
for self-sufficiency in an ever-expanding population, with some 
left over for export. This was what came to be called India’s green 
revolution, a rare example of a discovery delivering even more 
than it had promised. 


Who gets the credit? 

Last year there was a lot of support for naming Mr Subramaniam 
India’s man of the century, even of the millennium. He was too 
modest, and too wise, to allow himself to be given the laurel for a 
discovery for which many claimed credit. Norman Borlaug had 
got a Nobel in 1970 for developing the high yielding wheat at the 
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Chidambaram Subramaniam, a “green” 
leader, died on November 7th, aged 90 


International Maize and Wheat 
Improvement Centre in Mexico, 
and had been supported by the 
Rockefeller Foundation. Indian 
scientists adapted the seed to In- 
dian conditions. Two of the prime 
ministers Mr Subramaniam had 
worked under, Lal Bahadur Shas- 
tri and Indira Gandhi, had de- 
fended him against all the flak 
from his critics. 

All the same. it was Mr Subra- 
maniam who got the wheat 
growing, skilfully guiding the pro- 
ject through India’s political and 
bureaucratic fog. Monkombu 
Swaminathan, an agricultural sci- 
entist who worked with Mr Sub- 
ramaniam, said this week that the 
politician had helped farmers to 
achieve in four years as much 
progress as they had managed in 
the preceding 4,000 years. 

Perhaps because others 
sought to be acknowledged as 
"father" of the green revolution, 
India was slow to acknowledge 
officially what Mr Subramaniam 
had accomplished: he was 
awarded the country's highest ci- 
vilian honour, the Bharat Ratna 
(Jewel of India), in 1998, only some 
30 years after the new seed had 
proved itself. 

Then, as in the obsequies 
since his death, much was said 
about his integrity. Nor was it flat- 
tery. Whatever the controversy 
over the seed, most people con- 
sidered him a trustworthy minis- 
ter,a quality not always evident in Indian politicians. He was born 
into a landowning family in what is now Tamil Nadu, in southern 
India. He practised law, but became increasingly involved with 
Mahatma Gandhi's independence movement. In 1941 he was im- 
prisoned by the British, who were desperately holding the Japa- 
nese at bay and had no time for agitators. His term in jail was a use- 
ful credential when he made politics his career, first at local level 
and then in the national Parliament. In various Congress govern- 
ments he had a variety of jobs other than agriculture. He had ago at 
finance and defence and was reckoned to do them ably, if not 
spectacularly. He said you could not be a hero all the time. 

His last job was as governor ofthe state of Maharashtra. He re- 
signed in 1993 after some private remarks he hac made criticising 
the Delhi government were printed in a newspaper. Perhaps by 
then, at 83, he was anyway tired of the political round. He gave his 
attention to the Tamil Nadu Cricket Association, where each year 
young cricketers compete for a cup donated by him. He had long 
forgiven the British for jailing him in the fight for independence. 
The British had given to India “the graces of a great game". Cricket- 
ers were a brotherhood of gentlemen sportsmen. ‘Do you remem- 
ber,” he would reminisce to gentlemen as old as he was, "that time! 
had to dig up my lawn...” 
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The Norwegian School of Manage- 
ment BI is the largest research 
based educational institutions 
within the areas of business 
economics and administration 

in Norway. The school offers 

a wide range of undergraduate 
and graduate program incl. Ph.D 
In 1999 Norwegian School of 
Management Bl was accredited 
by European Foundation for 
Management Development 
(EFMD) for high standards and 
quality within research and 
educational programs 


Norwegian School of Management BI 


An International 
Master s Degree in Norway 


Join one of Europe s leading business schools and expand international 
career opportunities. The Norwegian School of Management BI can offer 
you two unique international management programs at its Oslo campuses. 


Master of Science (MSc) 


* An intense and multicultural Master Program 
* Small classes * Exchange programs offered 
for further international experience • Two 
years fulltime e Specialization and Academic 
depth within: 


Financial Economics 


Strategy & International 
Business 


Marketing 


Information Technology 
Management 


MBA 


* 11 month general management MBA 

with focus on strategy, leadership and cross- 
functional teambuilding e Multi-cultural class 
with maximum 50 participants e Average age 
33 with 7 years of work experience e "Hands 
on" consultancy project 


Both degrees are taught in English. Admission 
requirements for both programs: Bachelor 
degree and GMAT score of at least 500. In 
addition, the MBA requires at least three years 
of relevant work experience 


For further information, www.bi.no 





Don't be taken in by appearances, you 
will need at least 13 months to fully 
understand this formula. And studying 


hard is not enough: MBA Bocconi is also 


a school of life. If you want to make it, 
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you'll have to use your strengths. All of 
them. This way, by raising your specific 


qualities to their full potential, you will 


learn to work by enjoying yourself. 


A forma mentis that will last a lifetime. 


hure and plication forms can be downloaded from our 
www.sdabocconi.it 
E-mail: MBAQsdabocconi.it 
Tel. ««39-025836.3125/6605 Fax ++39-025836.3275 


The next MBA information sessions will be held 
in the following cities: Bangkok, Delhi, Hong Kong, 
Jakarta, Manila, Oslo, Seoul, Shanghai, Singapore, 
Sydney, Stockholm, Taipei, Tokyo. Find out 


more about dates and location on our website. 


website 


f) SDA BOCCONI 


E | Bocconi University School of Management 
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1 
RENEWING MULTINATIONALS | 
9-17 May 2001 in Fontainebleau Raney Майа на WIEBE ARs | 





new programme developed for a broad range 


. М of senior-level managers of multinational companies 
Competition is fierce in today's knowledge economy. - й 
: à : who have major strategic or functional . - 
The landscape in which today's corporate giants 
grew their businesses has altered. The new challenges responsibilities. 
threaten to undermine the advantages of existing 
а x This 8-day programme draws on the research 
multinationals strategies. Yet new opportunities arise а x \ : 
? ў ` and consulting experience of the faculty, including 
for self-renewing companies. Only those capable 9 : | 
х . = ы the programme director, Professor Yves Doz, 
of transforming themselves will fare well. In order Ы . 
who bring direct knowledge with worldwide 
to remain competitive they will need to explore 
, multinationals. 
new ways to gather, interpret and implement 


corporate knowledge. Executives will leave the programme 


better prepared to: ' 


Through in depth analysis of real life examples 


and state-of-the-art concepts and tools, you will e Find new sources of differentiation 


explore ways to successfully transform your D J 
: ү • lap into consumers’ latent needs in the global market 
organisation, respond proactively to the new 


competition and effectively manage innovation e Develop unique capabilities difficult for others to copy 


for both today and tomorrow. • Rapidly access global reach and scale. 


Jonas Hampl Dier 


Please fax or mail this coupon to Janet Burdillat, INSEAD, Boulevard de Constance, 77305 Fontainebleau Cedex, France. - 
Tel 33 (0)1 60 72 42 90 - Fax 33 (0)1 60 74 55 13 Email exec.info@inseac.fr http://www.insead.edu — 


Г] | would like to reserve a place on Renewing Multinationals. 
Г] Please send me a brochure on Renewing Multinationals. 





i 
| О Please send me INSEAD's Executive Education general brochure. ‘ a A 
| Mr Г] Ms О) Or) Family Name T 

HX = 
I First Name Job Title i 

; 

| Company Name & Address т Ё 
| 8 
| 8 
f Country Postcode E 
i ec 
! = 
| Tel Fax e-mail A! 
i (0 
WEE I LI. SERAN EEE O IEEE ee LS Ree Ss te eee, i ) 
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Do you and your organisation 
have what it takes to lead? 








Leadership The turbulence and uncertainty that traditional business is experiencing is not over. Today's successful 


in the companies are able to experiment, adapt fast and learn quickly. To be an effective leader, you need to be able 
New Economy 


















to recognise and respond to the latest developments at the earliest stage. New roles require new mindsets. 


Àn innovative five-day Based on up-to-the-minute research, Leadership in the New Economy will challenge you to re-evaluate your 
programme for 


senior executives who are 
responsible for leading e use а 360-degree survey to explore your ability to be а New Economy leader 


current mindset. You will: 


















their.companies in the » learn how to influence and gain support from others for new ventures 
igital Я 

digital аде » address the challenge of attracting and retaining talent 
1 - 6 April 2001 • understand how to lead change in the global New Economy. 


Do you believe that the leadership principles you embrace are still adequate for the New Economy? 


London Business School Leadership in the New Economy will challenge your preconceptions and help 
exists to advance tearnin, 
ies ENTUM you and your organisation to have what it takes to lead in the digital age. London 


business and management 


PORE Contact: Michelle Guest Business 


EXE CUTIVE ees 20 7706 6728 School 
EDUCATION 








Fax: +44 (0)20 7724 6051 
email: mguest@londonedu WWW.london.edu/execed [semine futures 











| Templeton College | University of Oxford 


‘Be the change you are trying to create’ 


Gandhi 


The Oxford Advanced Management Programme 
717 June - 14 July 2001 | 30 September ~ 27 October 2001 
















Oxford has for generations prepared the world's For further information, please visit 
leaders. to harness change to the advantage of www.templeton.ox.ac.uk/amp, or return to: 
their carporations, their nations апа the wider Dorothy Cooke 

world. Globalisation and the technological Templeton College, 

revolution have strategic implications for avery University of Oxford, 

sector and every industry. The Oxford Advanced Oxford OXL SNY, England 
Management Programme provides a toolkit of Tel +44 (0}1865 428771 

resources to sustain fast-track careers ina world Fax 444 (0)1865 422501 

: where change is the only constant, Email amp@templeton.oxford.ac.uk 


















Company 


Zip/ Postcode 








Email 












Templeton College | University of Ogford 
www.templeton.ox.ac.uk/amp 
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COURSES 


“IMD will move your 
career into 
fast forwar 


Program for 
Executive Development 


Preparing executives for the next big step as general managers 
"Why do more than 200 managers from over 

50 countries come to IMD, Switzerland for 
the PED every year?" 
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"ron wn * For 42 years, PED has prepared functional managers for 
` Program Co-Director general management careers in a global environment 
* 50% of PED participants end their careers as CEO, 
Managing Director or on the Board of Directors 








* The PED can also be used as a stepping stone for 
obtaining the prestigious IMD Executive MBA 


* The Financial Times ranks IMD #1 in Europe and 
#3 Worldwide for Executive Development Programs 


Professor of Р. Marketir spi tired Pogam pua ация 
Я е Marketing & Manageme Starting dates 2001: January 29, April 17, July 30, October 8 


Program Co-Director 


Real World. Real Learning’ 


: Please contact Ms. E. C. Rossier 
{ Tel: +41 21/618 03 42 Fax: +41 21/618 07 15 E-mail: ped.economist@imd.ch 


www.imd.ch 
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EQUES and AMBA accredited 


A transnational 
boost to your future 


Our one-year, English-language MBA in Paris is ranked among the most 
international in the world. Key features include: 


* 55 experienced participants from 25 countries. 
» cutting-edge Faculty from 15 countries. 
* seminars in Berlin, Brussels, Madrid and Silicon Valley. 
*aclient-sponsored international consultancy project. 
* transnational focus with emphasis on entrepreneurship 
and innovation. 
* graduate careers in top positions globally. 
You will develop multicultural mindsets and business skills for a world 
without boundaries. 
Next Session - January 2001 


ESCP-EAP 


Britta Delhay 


+ 33 1 44 09 33 32 mba € escp-eap.net 


nt and 


Prepared for ^ 5 
the eyber-paced business world: 


on information 
Entrepreneurship: 

with CERAM Sop! 

Executive MBA in partnership 
The Anderson School (UCLA 


A two-year párt-titrie progr 
Entrepreneurship in the High-Tech 1 


Scholarship competition 
Sponsored by 
TORNADO-INSIDER.COM 


For more information: www.theseus.ed 
Contact: admissions @thesens.fr 


"a 
© 
ше 
MBA Admissions + BP 169 + 04903 Sophia Antipolis Codex * France I 
"Tel: 433 (0) 4 92 94 51 00 - Fax: +33 (00.4 93:65 38 37 THzSEU 5 


THESEUS Imemational Management Institute 
атакты RL MARACEMENY Ert i 
CERAM School of Management offers a full vange of educational 


s from bachelors ] . 
Гог more information please visit www.ceram.edu 
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COLUMBIA UNIVERSITY: 


Prepare yourself for leadership 
positions in the public, 
nonprofit, and private sectors. 


ith a curriculum unsurpassed in 

diversity and scope—from regional 
institutes covering the globe to pro- 
grams focused on international finance 
and business, human rights, media, envi- 
ronmental policy, social welfare policy, 
and public and nonprofit management— 
SIPA trains tomorrow's leaders to meet 
the challenges of the 21st century. Learn 
about our degree programs: 












* Master of Public Administration 
Executive Master of Public Administration 
Master of International Affairs 


Suiviiv 211904 АМУ TVNOILIVNWZALNI JO TOOHOS 


The Politics & International 
Studies Department is now 
inviting applications for the 
October 2001 entry to the 


B т 


WARWICK 


MA International Political Economy 
and MA in International Relations 


The University of Warwick is one of the UK's top five research. institutions, 
and the Department of Politics and International Studies is the site of the UK 
Research Council funded Centre for the Study of Globalisation and 
Regionalisation. This provides a premier location for teaching and research in 
international Political Economy and International Relations. The Department 
of Politics and International Studies has 30 members of academic staff and its 
graduate programmes attract annually around 100 students and professionals 
from over 30 countries around the world, 





Doctoral Scholarships 


The department also offers RESEARCH SCHOLARSHIPS in the fields of 
International Political Economy and International Relations Theory. 
Applications will only be considered from those accepted for a doctoral 
programme in the department. Candidates should apply by 31% May 2001. 
Outstanding applicants will be considered for The Susan Strange PhD 
Scholarship in International Political Economy. 





Please request a copy of our detailed brochure for more information: 


| The Graduate Secretary (Reference: Econt/00). Email: resab@esv.warwick.ac.uk 
| Telephone: +44 (0) 24 765 23486 Fax: +44 (0) 24 765 24221 


Department of Politics & International Studies, University of Warwick, 
Coventry CV4 7AL, England 





Web Site: Hitp/Avww.warwick.ac.uk/PAIS/ 
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THE WORLD KNOWS 


It's a big world. 


Somebody has to run it. 


Advancement 


Go to: 


www.cepmlp.org 


now and discover our formula 
for your future success. 


$ 4 "Y 


-— 
ANNOUNCING THE NEW TRIUM EMBA — an alliance of 
New York UNIVERSITY STERN SCHOOL OF BUSINESS 


LONDON SCHOOL OF ECONOMICS AND POLITICAL SCIENC 


HEC Paris, GRADUATE BUSINESS SCHOO! 
* Oil and Gas TRIUM is the only truly integrated, truly global Executive 


* International Business 


MBA. Participants earn a joint degree in 16 months by 
Transactions 


Mini attending concentrated two-week study modules at the 
* Mining 

three flagship schools, plus one week each in Sao Paulo 
* Water 
and Hong Kong. Distance learning and team projects 


occur between class sessions. It’s visionary, focused and 


unique. Kind of like you. 


For more infor mation, 


call +33 1 39 67 70 94 in Europe or 





+1 212 998 0442 in the United States. 






Law & Policy 


The Leading international Graduate School in Natural Resources 
Ener 








Visit www.triumemba.org or 
Ју and Internationa! Business Transactions 

` Info: Kathleen Shortt, CEPMLP/University of Dundee, 
(E17), Dundee DD1 4HN, Scotland, UK 

Tel: +44 (1382) 344300 Fax: +44 (1382) 322578 
e-mail: k.a.shortt S dundee.ac.uk 
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e-mail info@triumemba.org. 





SOLVAY 
BUSINESS 
AO 1016) 5 


Université Libre de Bruxelles 


В ssels 


Situated in the heart of Europe, Solvay 
Business School has been synonymous 
with excellence in business education 
for over a century. 


In an intensive one-year programme 
in English, the Master of Business 
s Administration provides training in 
Solvay . З ARI. К 
Business Schoo! international management skills using а 
Université Libre hands-on curriculum, 
de Bruxelles 
Av, F D Roosevelt, 21 
CP-145/1 
B 1050 Brussels, 


Belgium 
Tel: +32 2 650 41 83 


For more information 


Students may customise their 
programme and specialise in European 
Management. 


Fax: +32 2 65041 99 Courses, in English, are given by a truly 


e-mail: mba@ulb.ac.be international faculty. 


www.ulb.ac.be/soco/solvay/mba 





Nottingham University Business School SON 
MBA Programmes t 
For lomori ‘ows 


Business 


School 


9 Distinctive MBA Programmes 


‘General MBA -International MBA • МВА Finance 
*Public Services MBA *MBA Insurance Management 
*MBA Risk and Insurance *Executive MBA 
«Modular MBA ‘MBA in Singapore 

For further details contact the MBA Office: 


Nottingham University Business School 
Jubilee Campus, Wollaton Road, Nottingham NGS 1BB 


Telephone: 0115 951 5500 Fax: 0115 951 5503 


e-mail: mba@nottingham.ac.uk 
www.nottingham.ac.uk/business 
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COLLEGE DEGREES 
DISTANCE EDUCATION ON YOUR SCHEDULE 
B.S., M.S., Ph.D. Many fields. No classes 
NO COST evaluation! Send resume 
6400 UPTOWN BLVD NE : SUITE 398-W 
Dept. 34 ‘ ALBUQ., NM 87110-USA 


34@centuryuniversity.edu 
1 


Readers are recommended 


Recognized as the world’s most flexible Distance 
paming Ph.D No bachelors degree 
required for the M A (or Master's for DBA) if you have 
significant work ex nce. No time e limits, minimum 
or maximum. MBA ш on 
Transfer students wei 
have to study material you alre U 
No exams, instead you write papers. 
successful business jeaders/authors 
e milli naires Facey members wanted 
n Dunes, SD USA / 605- 
du www.distancemba.com 









Teaching French to adults for 30 years 


INSTITUT DE FRANCAIS 


Overlooking the Riviera's most beautiful bay 
A UNIQUE TOTAL IMMERSION PROGRAM 
8 ı/ı hrs a day with 2 meals. 8 levels : Beg. I to Adv. II 
ACCOMMODATION IN PRIVATE APARTMENTS 
Next available 4-week course starts Nov.27, Jan.8 and all year 
06230 Villefranche/Mer ЕК 18, France. Tel.: (33) 493 01 88 44 Fax: (33) 493 76 92 17 
www.institutdefrancais.com 


London Hotel School offers the 
opportunity to qualify to work in the 
world's biggest & fastest growing 
businesses. Choose from 5 UK & USA 
accredited hospitality Diploma 
courses of 12 theory units (start any 
month) or Foundation English 
followed by a one year paid 
internship in a London hotel 

L.H.S., a fast track to management. 


IS" 
London Hotel School 


Hospitality General 
Management 

Human Resources 
Hospitality Finance 
Sales & Marketing 
Hospitality & Tourism 


Contact us for a brochure 
Tel: 44 020 7665 0000 
Online: www.londonhotelschool.com 


London Hotel School 
Springvale Terrace 
London W14 0AE 


THE OFFICIAL MBA FAIRS 


All top MBA Schools visiting 19 cities in 16 countries 


) topmba.com 


for venues & registration 


| South America | Europe | US & Asia Pacific | 


Meet representatives from 180+ leading schools: 
inc. | Wharton | INSEAD | Harvard | Chicago | London Business School | 


For more information email - mbatour@topcareers.net - fell a friend! 


JOB HUNTING INTERNATION. 


Executive $75K-500K +. Career searching into, within or out of 
^sia / Europe / M.East / U.S.? Contact for Free Info & Critique 


www.careerpath.co.uk 


Fax Email 
USA/Canada +1 202 4781698  cpamerica(a;careerpath.co.uk 
Europe +44 20 75048280 cpeurope@careerpath.co.uk 
Asia / M. East / Aus +66 2 2674688 cpasia(a)bkk.loxinfo.co.th 
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The School of Economics of the Free University of Bozen-Bolzano (Italy) offers a 4-year degree in International Economics and Business Administratio 
a 3-year university diploma course in Economics and Management of Tourist Services and à 3-year university diploma course in Economi 
and Agricultural Management. Courses are given in three languages: English, Italian and German. 


The Free University of Bozen-Bolzano wishes to make short term and long term teaching appointments i in the following fields starting 
from October 2001: 


ECONOMICS BUSINESS LAW 
Û Decision Theory (Ref.1.1) C Accounting (Ref. 2.1) О Anti- trust law ‚ (Ref. 3.1) 
TQ Econometrics (Ref. 1.2) О Auditing (Ref. 2.2) [1 Commercial law (Italian and European) (Ref. з; 2 
Ao Economic History (Ref. 1.3) (2 Business Administration (Ref. 2.3) О Economic law (Ref. 3.3) 
|. Economic Policy (Ref. 1.4) Û Human resources and organisation (Ref. 2.4) C] international business transactions and disputes 
Û Microeconomics (Ref. 1.5) Û International accounting (Ref. 2.5) resolution (Ref. 3 4) 
Û Macroeconomics (Ref. 1.6) [1 Management control (Ref. 2.6) Û International publi ic law (Ref. 3.5) 
Û International Economics (Ref. 1.7) | C Marketing (Ref. 2.7) Û Labour ү (italian and European) (Ref. 3:6) 
|- DJ Public finance (Ref. 1.8) Q Production and logistics (Ref. 2.8) U Private law (italian and European) (Ref. 3.7) 
D Q Strategic management (Ref. 2.9) OQ Public law (Italian and: European) (Ref. 3 8) 
"MATHEMATICS/STATISTICS а E law (Ref. 3 
“|: (Mathematics of Finance (Ref. 4.1) Q Taxation law (italian and European) (Ref. xi 





A Ph.D. degree is normally required as well as previous university teaching and research experienze. The position offered will depend upon: 
qualifications and experience. For a full time appointment a corresponding position in a university institution is required, 


Interested candidates should send their curriculum vitae quoting the position number (Ref) and indicating the names of three referees, to 
| the following address: 


Free University of Bozen-Bolzano, Personnel office, Via della Mostra, 4, | - 39100 Bozen-Bolzano 
E-mail: personnel@unibz.it 
Deadline for the receipt of applications: December 22, 2000. You are welcome to visit our website: http://www. unibz.it/ 


ASSISTANT CASE OFFICERS AND 
ASSISTANT INVESTIGATION OFFICERS OFFICE OF FAIR TRADING | 


London, starting salary up to £25,500 


An independent non-ministerial government department, the Office of Fair Trading has front line responsibility for promoting effective competition and 
enforcing competition law in the UK. The Competition Act 1998 has introduced a powerful new regime to enable the OFT to investigate and take action’. 
against agreements which restrict competition and conduct which is an abuse of a dominant position. This is an exciting and challenging time for the 
OFT. We are looking for a number of enthusiastic and energetic Assistant Case Officers to handle casework or policy issues under the Competition Act | 
1998 or the assessment of mergers. We are also looking for Assistant Investigation Officers to work in the area of cartels and other serious breaches of 
the Competition Act 1998, 


Assistant Case Officers and Assistant Investigation Officers will be directly responsible for handling more straightforward cases and will work with Case: 
Officers on more complex cases. The work will include: ЗҮ 
* Initial assessment of cases; 

* Investigation of the more straightforward cases; and 

* Drafting decisions and guidance. 


Successful applicants will need to develop expertise in competition, economics and law, and will undergo training in this area where necessary. Civil 
servant applicants should note that the posts are equivalent to the HEO grade. 


Candidates must be: 
* Either a professional economist, with a Master's degree in economics; or a qualified solicitor or barrister; or have experience of working in a 
competition authority. 


Applicants should have strong analytical and communication skills; sound judgment; be flexible and able to work under pressure; have good team- 
working skills; and be impartial. They should also have the potential to manage staff effectively. Applicants for the Assistant Investigation Officers posts 
should also have good investigative skills. Another European language would be an advantage for one of the Mergers Branch posts given the need for ~~ 
regular contact with the EC and other European authorities. : 


The posts, which we аге seeking to fill as quickly as possible, will be for a contract from 3-5 years, with a possibility of an extension or apo qund 
Based in central London they have a starting salary of up to £25,500, There is also a non-contributory pension worth approximately 16% of the salary. . 
Assistant Investigation Officers may be required to work out of hours on occasion. 


To obtain further details and an application form please contact Capita RAS, Innovation Court, New Street, Basingstoke, Hampshire RG21 7JB. 
Tel: 01325 745170 (24 hours}, Fax: 01256 383789. For more information on the Office of Fair Trading visit our website on www.oft.gov.uk 
Please quote reference С/5342. 


Closing date for applications is 8th December. 
The OFT is an equal opportunities employer. C A P I T A S 
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PUBLIC-PRIVATE INFRASTRUCTURE ADVISORY FACILITY 






Helping со eliminate poverty and achieve sustainable development by favilitating private involvement in infrastructure 













Vacancies for Two Regional Coordinators in Asia 







The Public-Private Infrastructure Advisory Facility (PPIAF) is a multi- 
donor technical assistance facility aimed at helping. developing 
Countries improve the quality of their infrastructure through 
private sector involvement. PPIAF provides technical assistance to 
governments and identifies and disseminates emerging notions of 
best practice in a rapidly evolving area. 
























PPIAF's five priority action areas are: (i) Framing infrastructure 
development strategies to take full advantage of the potential for 
private sector involvement; (ii) Designing and implementing 
specific policy, regulatory and institutional reforms; (iii) Building 
consensus appropriate policy, regulatory and institutional reforms 
for private sector involvement; (iv) Assisting in the design and 
implementation of pioneering activities and transactions; (v) 
Building government capacity in the design and execution of 
private infrastructure arrangements and in the regulation of 
private service providers. 



















Management of PPIAF's daily operations is the responsibility of the 
Program Manager who leads the Program Management Unit from 
its headquarters in Washington, D.C. To assist in the execution of its 
work program, PPIAF intends to establish a Regional Coordination 
Office in Singapore staffed by two staff members for East and 
South Asia. 







Responsibilities: 


Reporting to the Program Manager, each Regional Coordinator's 
specific duties will include: (i) Identifying opportunities for PPIAF 
assistance, supporting local requests for PPIAF interventions, and 
tailoring assistance strategies to local priorities and conditions; (ii) 
Working with. recipient governments and representatives of 
contributors, international financial institutions and other official 
agencies to promote effective coordination of advisory activities; 
(i) Líaising with private sector representatives to ensure their 
perspectives are reflected irn PPIAF activities; (iv) Fostering contacts 
and maintaining good relationships with key government officials, 
representatives of donor, and private investor communities; (v) 
Assisting in the supervision of PPIAF activities. 


Qualifications: 





The successful candidate will have the following qualifications: (i) 
Degree in economics, finance or international development; (ii) 
Five to seven years experience in the Asia region; (iii) Significant 
experience in policy and transaction issues associated with private 
sector involvement in infrastructure, ideally covering two or more 
sectors; (iv) Sound knowledge of the general business environment 
in the Asia region regarding private sector involvement in 
infrastructure; (v) Experience working with governments, private 
investors, and other stakeholders on infrastructure issues; (vi) A 
well-developed understanding of the role, objectives and activities 
of official development agencies and international financial 
institutions, including an understanding of relevant technical 
assistance activities, particularly in the area of poverty reduction; 
(vii) High-level strategic, communication and negotiation skills; 
(viii) Fluency in English. 





Applicants are requested to send a curriculum vitae including: date 
of birth, nationality, educational qualifications, a summary of 
professional skills and/or experience; a summary of relevant work 
experience, publications written, and languages spoken. 


Applications and expressions of interest should be forwarded by 
December 18, 2000 to: 

PPIAF Recruitment 

со The World Bank HRS 

1818 H Street, Room F11 K-184 

Washington DC 20043 USA 

Fax: 1-202-522-0198 
Email:jobs@ppiaf.org 
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The International Training Centre of 
The International. Labour Organization, Turin (Italy) 


Senior Programme Officer 
Employment & Skills Development Programme 


One year contract - renewable 









As part of the ILO, we provide training and learning opportunities for ILO 
constituents. and partner organisatións in social and economic development. 
Within this context, the Technical Programme designs and implements training 
and learning activities in the field of Employment & Skills Development. 


The Role The Person 


Û Design of training courses and Q Advanced university degree in social 
related activities in the field of science, engineering or economic 
Employment & Skills Development development (possible specialisation: 
of training courses employment & training, local 

development & employment, labour 
























їз Activity Manager for individual ket inf tion) 
training and learning activities market MORALS 

Q Delivery and facilitation of training ® Musa pretewional Sxperence:n 
and learning sessions and events JE OT DUMON resource i 

р : i / development activities and training 

I Analysis of economic, social and Within the context of developing 
political factors affecting sectors, countries, with 3 years 
countries or regions international context 

2 Creation of training and Q Excellent training and facilitation 
promotional material skills Up-to-date computer skills 

Q Identification of new programme Q Positive contribution to working 


opportunities in the field of 
Employment & Skills Development 


within a multicultural environment 





J Fluency in English and either French 


or Spanish 










Q Excellent knowledge of international 


technical co-operation 


Please send a detailed CV (quoting reference 10, 2000) by 5 December 2000 to.. 
Personnel office, international Training Centre of the ILO, 10, Viale Maestri del 
Lavoro, 10127 TURIN, Italy - FAX n: + 390116936699 - e-mail: Pers@itcilo.it. 


For a detailed job-description, contractual conditions and an application form, 
please visit Centre's website: 
http/lwww.itcilo.itlenglishlbureaulturin/jobslindex.htr. 






















































The International Training Centre of 
The International Labour Organization, Turin (Italy) 


Programme Officer 


Social Protection Programme 
One year contract - renewable 





As part of the ILO, we provide training and learning opportunities for ILO constituents 
and partner organisations, in social and economic development. Within this context, 
the Technical Programme designs and implements training and learning activities in 
the field of Social Protection in general and Occupational Safety and Health (OSH). 


The Role 
LI Development of courses and 
activities in the field of OSH 


The Person 

11 University degree in social science, 
natural science, engineering, 
medicine or economic development 

C Activity manager for individual 


aub Md 25 years + professional experience in 
training activities 


the field of OSH, with at least 2 


ЕЕ А ИЯ years in an international context 
(4 Delivery and facilitation of 


training and learning sessions 
and events on OSH 


Excellent training and facilitation 
skills 
Up-to-date computer skills 

Ci Creation of training and 
promotional material 


C Positive contribution to working 
within a multicultural environment 


(Fluency in English and either French 
or Spanish. Working Knowledge of 
Portuguese 
would be an advantage 


identification of new 
developments in the field of OSH 


(Excellent knowledge of 
international technical co-operation 


Please send a detailed CV. (quoting reference 9/2000) by 5. December 2000 to: 
Personnel Office, international Training Centre of the ILO, 10, Viale Maestri del 
Lavoro, 10127 TURIN, italy - FAX n: + 390116936699 - e-mail: Pers@itcila.it. 


For a detailed job-description, contractual conditions and an application form, please 
visit Centre's website: ` 
httpilhwww.itcilo itlenglishlbureaulturinljobslindex.htm. 
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EDITOR/ECONOMIST, CHINA 
LONDON BASED 

COMPETITIVE SALARY PLUS EXCELLENT BENEFITS 
The EIU is the leading supplier of economic and political information 
to businesses worldwide. An opportunity now exists for an experienced 


economist with a detailed knowledge of China to join the team of 
specialists within our Asia & Australasia regional team. 





















The work involves writing and editing economic country reports, 
forecasts and risk assessments, ensuring quality standards and 
deadlines are met at all times. You will be required to speak at 
conferences and carry out interviews, therefore, high customer 
service and communication skills are essential, With a minimum of 
three years’ relevant work experience you will be highly numerate 
and PC-literate with advanced spreadsheet skills. You will be a 
qualified economist and typically have a Masters degree, as well as 
possessing excellent written and spoken English. Energy, maturity 
and a real enthusiasm for the subject are also essential. 





















If you would like to use and develop your expertise as patt of a first- 
class team please send your CV (preferably by email) with а covering 
letter and details of current salary, to the address below. Please quote 
the reference EIUOG9. Closing Date: Friday December Ist 2000. 
Non-EEA applicants would need to obtain a UK work permit. 









THE ECONOMIST INTELLIGENCE UNIT 
RECRUITMENT OFFICE 












15 REGENT STREET 
LONDON SWIY ALR 
EMAIL: jobsGeiu.com — www.eiu.com 






The Economist 
Intelligence Unit 


DEVELOPMENT ECONOMIST 


The Common Fund for Commodities, an intergovernmental financial 
institution established by the United Nations, offers the position of 
Assistant Development Economist. He/she will report directly to the 
Managing Director and focus mainly on: 

























Economic analysis of developing countries; 


О Economic analysis of particular commodities; 

ü Preparation of annual reports, newsletters, 
minutes of meetings; 

Q Contributing to appraisal of projects. 











Essential qualifications: 


Master's degree or higher in economics or equivalent; proficiency in 
quantitative analysis; at least four years relevant practical experience 
in development assistance or at a research institute; excellent 
drafting skills in English; computer literate. 
















Salary: 


Competitive tax free salary and benefits in line with United Nations 
schedules. The appointment will be on a two-year renewable fixed- 
term contract. 














‚ Applications in English, including a curriculum vitae, should be 
received not later than 15 December 2000, addressed to: 















The Head of Personnel 
Common Fund for Commodities 

РО.Вох 74656, 1070 BR Amsterdam, The Netherlands 

Fax No: 00 31 20676 0231 
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Senior Consultant 
Waste Management 














In the light of liberalisation and privatisation, - 
the waste management sector in Europe-and :. 
the transition countries is in a transformation 
process. : 


To cope with the growing demand for our 
Services. we seek qualified and experienced 
consultants to support our team of permanent 


Since more than 30 
years BC Berlin 
offers independent 
engineering and 
consulting services in 
the environmental 
sector for private and. 
























public clients i^ сәң. 
Germany, the MOE n 
countries and the РЕ. Your characteristics 


China. Our scope of 
services comprises all 
stages of project 
planning, implemen- 
tation and operation. 


* University degree (MSc Econ, MBA, ete.) ^. 
combined with technical know-how 


* Atleast 5 years of relevant work experience. 


* Sound international experience preferably 
with EU / WB projects in MOE countries or 
the PR China 


* Analytic and strategic thinking and good 
communication skills А 
* (300d command of English and German, 
knowledge of a third language (e.g. Slavic 
or Mandarin) preferable х 


If you are interested to join our team and to : 
benefit from our good working climate please 
contact Ms. Angela Schultz-Zehden. 


BC Berlin - Consult GmbH 

Am Karlsbad 11 

D-10785 Berlin 

449 (030) 254.67 - 303 
schulz-zehden @ berlin-corsult.de 































c£20K Based at Head Office, Oxford 
The British Potato Council is a forward thinking organisation that represents the 
interests of growers, processors, merchants and packers in the potato industry” 
and is funded by levy income of £6.0 million. 

Irs aim is to increase consumption, improve competitiveness and raise 
quality standards. 





This is your opportunity to join the Communications team that manages the 
supply of information along the potato supply chain. using a variety of tools 
from traditional media, to trade shows and the Internet. 

The ideal candidate will have a degree in Agricultural Ecenomics or similar and 
will have expert IT skills which will include advanced Excel applications. 
Ideally you will have a gereral knowledge of 

the agricultural industry. 



















You will : 





* work with the industry at all levels to identify cross-industry information needs 

* source, handle and manage market data to produce accurate timely and 
statistically valid information 

th the industry on specific priority projects to address current 

5 issues 









The BPC will offer the successful candidate a 
competitive package. 


Please send your CV to arrive by 30 November 2000 to : 
Gloria Cox, Personnel Manager, British Potato Council, 
3300 Nash Court, John Smith Drive, 

Oxford Business Park South, Oxford, OX4 2RT. 

Tel: 01865 714455 Fax : 01865 782204 
www.potato.org.uk 



























Oil & Gas Publications - 








Looking for Exp. Editors, TO ADVERTISE WITHIN THE CLASSIFIED SECTION, 
CONTACT: 
Journalists New York 






High Salary and Bonus 


Send CV to APRC 
7 Ave. Ingres, 75016 Paris 


email: stephenwelch@economist.com 


or Will Wilkinson, London 











email: willwilkinson@economist.com 


THE UNIVERSITY OF HONG KONG 


The University of Hong Kong is one of the leading international 
comprehensive research universities in the Asia-Pacific region, 
with more than 100 departments and sub-divisions of studies and 
learning. There is currently an enrolment of more than 15,000 
students (6,000 at postgraduate level). Research students come 
from more than 40 countries. The medium of instruction is 
English. The University is committed to its vision of globalisation, 
together with excellence in scholarship and research. 


Assistant Professor 
in the School of Business 
Ref: RF-2000/2001-159 


Applications are invited for appointment as Assistant Professor in all 
.. fields, such as Accounting, Finance, Management Information System, 
|. Human Resource Management, Management of Organisations, 
` Marketing, Strategy, Business Studies areas in the School of Business, 
tenable from 1 August 2001. The appointment will initially be made on 
a three-year fixed-term basis, with a possibility of renewal, 
The School of Business was established as a new integrated 
structure in 1995 and is fast expanding. It is the School's mission 
to become one of the best business schools in Asia. 


Applicants should have a PhD degree, be able to demonstrate 
potential for research excellence, and have a successful record of 
research and teaching. For professional disciplines, a recognised 
professional qualification is required. The appointee is expected 
to strengthen research activities in the School and supervise 
doctoral students. 


Annual salary [attracting 1596 (taxable) terminal gratuity] for an 
Assistant Professor (in the grade of Lecturer) is on an 11-point 
scale, with starting salary depending on qualifications and 
experience: HK$554,280 - HK$925,980* (approx. £49,097 - £82,022; 
Sterling equivalents as at 10 November 2000). *An appointee with 
an annual salary at HK$740,640 (approx. £65,605) or above may be 
considered for the award of the title of Associate Professor on the 
basis of academic merits and achievements. 


At current rates, salaries tax will not exceed 1596 of gross 
income. The appointment carries leave, medical and dental 
benefits, an allowance for children's education in Hong Kong, 
and, where appropriate, а financial subsidy under the Home 
Financing Scheme for reimbursing either the actual rental 
payment or the mortgage repayment up to the relevant maximum 
entitlement may be provided. 


Further particulars and application forms can be obtained at 
http://www.hku.hk/apptunit/ or from the Appointments Unit 
(Senior), Registry, The University of Hong Kong, Hong Kong 
(Fax (852) 2540 6735 or 2559 2058; E-mail: apptunit@reg.hku.hk). 
Closes 1 December 2000. Applicants who had responded to the 
previous advertisement for the post of Associate 
Professor/Assistant Professor in the School of Business 
(RF-1999/2000-297) which closed on 9 June 2000 need not re-apply. 


The University is an equal opportunity employer and enjoys a 
smokefree environment 
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Stephen Welch, 
Tel: (1-212) 541 5730 — Fax: (1-212) 247 1325 


Tet: (44-20) 7830 7000 — Fax: (44-20) 7830 7111 















Policy Development, Institutional Reform and Organisation 
Development South Asia 










HTS Development Limited is a leading provider of 
development consultancy services worldwide. 





To support our projects in South Asia, applications are invited 
from consultants with substantial experience of Policy 
Development, Institutional Reform and Organisation 
Development, preferably in the Natural Resources Sector. We 
have an immediate requirement for two short term consultants 
to carry out a strategic review of an established agricultural 
services project. Subsequently this may lead to longer term 
work as part of a programme of management change in a 
large Government Department and Policy development for 
agricultural extension. 











Candidates should state their preference for short and/or long 
term work. 







Please send CVs to: 


Peter Ross, HTS Development Ltd, Thamesfield House, 
Boundary Way, Hemel Hempstead, Herts, England HP2 7SR; 


Phone: + 44 1442 202440 
Fax: +44 1442 219886 


e-mail: peter.ross@htsdevelopment.com 
www.htsdevelopment.com 








Management Consultants ® 
in International 


Development International 


Visit our home page www.hifab.se and submit your expression of 
interest for work overseas in development co-operation. We are 
currently updating our database of experts/advisors. 


URGENTLY we are now looking for a 


Financial Specialist in the Road Sector 


An experienced Financial Specialist is required for a 36 month 
assignment within an East African Roads Authority. The tasks are to 
develop financial management systems for control of road 
development projects and to carry out financial control on different 
construction sites. The position requires the following qualifications: 


* Minimum ВА in economics; 


* 15 years professional experience; 


* 5 years experience from projects in Africa; and 
* 5 years experience from the road sector. 


Please contact Björn Möller or Marta Leggese for further 
information, tel: 46 8 546 666 00 or send your application and CV to 
fax: +46 8 546 667 83 or by e-mail to marta.leggese@hifab.se. 
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The Economics Education and Research Consortium seeks an 


Executive Director 









grantmaking, fündraising, and/or nonprofit mana 
will be responsible for guiding overall EERC activiti 
| planning, Board relations, badger management, and s 









www.eerc.kiev.ua for further information. 






Please send cover letter and resume by Dec. 22 to: Rent Lewis, EERC Project 
Officer, Eurasia Foundation, 1350 Connecticut Avenuc, NW Washingron DC. 
20036. Or forward materials by email to eerc& eurasia.org. No phone calls please 








BANCO DE ESPANA 


POST-DOCTORAL RESEARCH POSITIONS 
ACADEMIC YEAR 2001/2002 








or Ph.D. Research projects will be in the fields of macroeconomics, monetary 
onal economics, econometrics, finance or the labour market. Appoir 





monthly stipend will be US$ 4,400, plus return travel expenses. 


Candidates should submit their applications by January 12th 2001, the Bank of 


Spain will notify the candidates selected no later than February 23rd 2001. 
Requests for information on prerequisites and conditions should be addressed to: 
Bank of Spain, 
"Training Department, 
Alcalá 522, 
E-28027 Madrid (Spain). 
Tel: (34) 91.338.64.12. Fax: (34) 91.338,68,82 


e-mail: efogener@bde.es 
| web: http:/ /www.bde.es 





Department of Economics 


Leverhulme Professor/ 
Reader and Lecturer in 
Industrial Economics 


Arising from generous funding by the Leverhulme Trust, applications 
are invited for a Professorship/Readership and a Lectureship in the 
Department of Economics from candidates with a research and 
teaching interest in Industrial Economics. Candidates for the Senior 
position should have an intemational research reputation. 


Salary for the Professorship will be in the Professorial range, 
rninimum £37,493 p.a. and for the Readership on the Readership 
Scale, £32,510 - £39,718 p.a. 


Salary for the Lectureship will be on the Lecturer Grade B Scale 
£24,227 - £30,967 p.a. 

Informal enquiries to Professor Michael Waterson, Departmental Chair 
(tel: +44 (0) 24 7652 3427; e-mail: michael.waterson@warwick.ac.uk). 


Full details and online application form from 
jobs.ac.uk/jobfiles/AC933.html 


Application forms and further particulars can be obtained from the 
Personnel Office, University of Warwick, Coventry CV4 7AL, UK 

(tel: +44 (0) 24 7652 3627; e-mail: recruit@admin.warwick.ac.uk) 
quoting Reference No. for the Professorship/Readership: 14/2A/00/ECO 
or Reference No. for the Lectureship: 14/3A/00/ECO. 


Closing date for applications is 8 December 2000. 


UNIVERSITY OF 
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World Economic Forum, Euromoney Institutional Investor, 


Associate Editor, World Link 

We are looking for an Associate Editor who can write, commission 
and sub-edit as part of a small and dynamic team. This demanding 
post offers a competitive salary and involves travel. 
The ideal candidate will be an all-rounder with: 

€ intelligence and originality 

Ф interest in global business issues, geopolitics and emerging marke 
Ф QuarkXPress, production and language skills desirable 
World Link circulates to nearly 30,000 business and political leaders : 
globally. The not-for-profit World Economic Forum is known for its 
annual summit in Davos, Switzerland, 

Reply to the Editor by email or in writing with cv by December 4: 
World Link, Nestor House, Playhouse Yard, London EC4V SEX. 
kmehta@worldlink.co.uk 


| 
to manage а leading economics capacity-building program in Russia and Ukraine, | 


The succesful candidate will be an experienced professional with knowledge of j 
economics ‘and proven ability in international program management, educational | 
: ent. The Executive Director | 
acluding fundraising, strategic | 
pervision of professional staff | 
| at EERC headquarters and in two NIS field offices. See www.eercru and | 





The Bank of Spain invites applications to take ap the. Post-Doctoral Research 
|. Positions in its Research Department in Madrid. Candidares should hold a Doctorate 
policy, | 
Tents 
will be for a term of 3-12 months, as from September lst 2001, and the gross 













































MIDDLESEX UNIVERSITY 
BUSINESS SCHOOL 
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MIDDLESEX | 
UNIVERSITY. 


LECTURER) | 
SENIOR LECTURER 
IN ECONOMICS 
WITH PARTICULAR REFERENCE 
TO FINANCE. е 
£16,316 - £32,050 


An opportunity to join one of the UK's largest business 
schools, to facilitate learning and the development of 
knowledge in the area of Economics through research and 
teaching, and to make a positive contribution to the 
research profile o* the School. You should: 









W have the ability to teach courses in International 
Corporate Finance and the Economics of Financial 
Markets at undergraduate and postgraduate levels 

W appropriate undergraduate and postgraduate 
qualifications in Economics and/or a specialisation 

in Finance, together with a good knowledge of 

microeconomics and macroeconomics 










For appointment at Senior Lecturer level you should be 
able to demonstrate outstanding potential in research, 
have a proven ability to explore and develop new teaching 
methods, and have substantial published scholarly work in 
Economics in a related field. 

Salary scales: Lecturer: £16,316 - £26,256; Senior Lecturer: 
£24,598 - £32,050. 










To apply please email, telephone or write requesting an 
application form and further details, quoting ref MBS82E. 


[rm d 
XA recruit! mdx.ac.uk 020 8411 6110 


Recruitment Office, Middlesex University, London NII INQ. 
CLOSING DATE 30 November 2000 


Middlesex University is working towards equality ef opportunity 
Job share applications will be considered. 














Department for 
International 
Development 





DFID's Education Department provides advice to country 
programmes on education sector development and works 
internationally on initiatives designed to enable developing 
countries achieve their education objectives and commitments. 
DFID is committed to the internationally agreed target to halve 
the proportion of people living in extreme poverty by 2015, 
education for all is critical to the achievement of this target. 
Gender equality and the empowerment of women are central 
to DFID's development policies. 


As a Gender and Education Adviser, within the Education 
Department, you will support the mainstreaming of gender 
analysis in DFID education policy, planning and programming. 
This will encompass informing and supporting the work of 
education advisers, building links across DFID, working with 
other agencies on gender related initiatives, commissioning 
research work and supporting innovation. 


QUALIFICATIONS AND EXPERIENCE 


You will possess strong gender analysis skills and it would be 
desirable to have a background of working with governments 




















hitp://www.dfid.gov.uk 


The Department for International 
Development (DFID) is the UK’s 
government department responsible for 
promoting development 
reduction of poverty. DFID 

e internationally agreed target of 

, the proportion of people living in 

extreme poverty by 2015. 


World Bank, ОМ а 


Fulfilling Britain's commitment to И 


countries 


EDUCATION AND GENDER ADVISER | 


Application forms can be obtained, quoting reference AH375/3/3B/RS/TE clearly on your envelope, from Rosalind 
Marriott, Room AH375/3, Department for International Development, Abercrombie House, Eaglesham Road, East 
Kilbride G75 8EA or telephone 01355 843597 (answerphone) or e-mail: HROD3B1Gdfid.gov.uk 


DFID works in partnership with 
governments, international and national 
non-governmental organisations, the 
private sector and institutions such as the 


European Commission. Most of our 
istan concentra 








LONDON 


and agencies on gender and education issues in developing 
countries. Consideration will also be given to candidates with 
experience of working in related disciplines with a broad 
understanding of gender and economic and social 
development. Managerial experience is also advantageous. 
You'll be a good team worker and have influencing and 
interpersonal skills. 


TERMS OF APPOINTMENT 


The post will be permanent and pensionable after an initial 10 - 
month probationary period. Consideration will be given to job- 
share applicants. The salary will be in the range of £33,882 - 
£41,419 per annum (UK Taxable). Various allowances may also 
be payable. 


Candidates should be nationals of Member States of the 
European Economic Area (EEA), Commonwealth citizens who 
have an established right of abode and the right to work in the 
United Kingdom or those granted refugee status as defined by 
the 1951 UN Convention on Refugees. 


Closing date for applications Friday 15 December 2000. 








work in middle income 
ies, and in Central and Eastern 
Europe. 
DFID is committed to a policy 
Opportunities and encourages 
applications from all parts of the 
community. Selection on merit. 


: Equal 
ncies and the 


ed on the poorest 


in Asia and sub-Saharan Africa, 











delivering solutions 





WSP International, winner of the NCE International Consultant of 
the Year Award, 2000, is part of the 3000-strong UK-based WSP Group plc. 
We specialise in providing management and consultancy services to 
governments of developing countries in a range of sectors, including transport, 
rural development and public administration, We have over 30 years’ experience 
in more than 50 countries around the world. 

We are seeking to recruit a number of experienced professional staff and update 
our database of consultants for short and long term overseas assignments in the 
following areas: 




















* Institutional Development 


Public Finance 

Corporate Governance 

Human Resources 

Social Development 
Privatisation/Commercialisation 
Transport Economics 






* э е э э е 





If you are interested then please send your fall CV and а bullet point summary 
of your main areas of expertise, by email, to Jane Martin at info wsp-int.com. 
Please quote reference Econ! | and state whether you wish to be considered for 
a permanent position or you would like us to include your détails on our 
database. 







WSP International, First Point, Buckingham. Gate, Gatwick Airport, 
West Sussex, RHG ONT, United Kingdom. 
Tel: +44 (0)1293 602600. Website: hitp:/Avww.wsp-int.com 
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C E THE GLOBAL ALLIANCE FOR 
JS TB Drug Development 


Miser elfe, Zope рлеу, rsh TO deg fev ei 


| 
i 
| 
| 
А "n 
Director of Advocacy Position | 
The Global Alliance for TB Drug Development, a major international health initiative, wishes | 
to recruit an exceptional individual to manage the process of developing, organizing and | 
implementing all aspects of its fundraising and global advocacy activities, including mobilizing | 
political and financial commitments for new TB drug development, managing public and | 
private partnerships, and raising awareness about TB and the need for new treatments. | 
For a more detailed description of the position and qualifications, please visit our web site at | 
www.tballiance.org. | 

f 

f 


Please send a detailed resume, a cover letter, and three references with contacts. Applications | 
must be sent before December 15, 2000 to: i 


| 
The Global Alliance for TB Drug Development, 420 Fifth Avenue, 21st Floor, | 
New York, NY 10018, USA | 

| 





BUSINESS 
OPPORTUNITIES 


OFFSHORE COMPANIES 


* Ready made companies 
* Full corporate adrninistration 
* Trade services (L/C, shipping) 
* Banking/Accounting services 
* China business development services 
Contact Stella Ho for immediate services 
& company brochure 
NACS LTD 
Room 1108, Albion Plaza, 2-6 Granville 
Road, T.5.T., Kowloon, Hong Kong 
E-mailinacs@nacs.com. hk 
Tel: (852) 2724 1223 
Fax: (852) 2722 4373 


m we cum um n | 


g y 
MERGERS & f 
| ACQUISITIONS MANAGERS g 


Berks + Sussex * Paris 
Engineering degree quat. {ал pref an MBA} to devise 
business & marketing strategies for multi-nationai 
commercia electronics organisation, 
CVs please, George Lowi, 
Beachwood Recruitment Ltd; 221 High Street, 
London W3 SBF. Tal: 020 8902 8848/9. I 
Fax: 020 8002 5658. Eniait: co beechwondrücrui cam à 
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RUS INTERNATIONAL INSTITUTE OF DOCUMENTATION/POLICY PROFESSIONA 


; { AG INTERNATIONAL SWAPS AND DERIVA’ T. ATIVE 
he International Business School in ASSOCIATION (ISDA) 
te of Management (CIIM) an innovative international business ££ NEGOTIABLE + BONUS 
anean, is expanding its research and teaching programs and D B 
invites applications for As tant Professor positions in one or more of the following areas: ISDA is the global trade association for participants in the privately 
derivatives and risk management industry. with: over 500 member 
:« Quantitative Methods/Market Research + Marketing Management/Strategy around the world. We are currently recruiting’ à Documentation ark 
+ Competitive Analysis/Strategy + Leadership & Organizational Behavior Professional for our London-based European office to liaise with ISDA mem 
| # Corporate Finance/Banking Entrepreneurship and Innovation develop policy. initiatives. and provide support on ISDA's standard: dea 
* International Finance * International Business & Trade documentation. Some travel will be involved. The successful candidate is likely to 
| € Managerial and Financial Accounting + Service Management be university-educated: in law, probably an English and German speaker, with 
« IT and Electronic Commerce ¢ Business Law and Ethics excellent writing and presentational skills and attention to; detail, Experience oi 
; ISDA documentation and related issues will bean advantage: Applicants should 
Qualifications: Ph.D. in one of the above fields, ability to published research in refereed submit a CV and short writing sample in English, along with a cover letter to: 
pm. and superb teaching skills. Responsibilities: Teach inthe MBA and Executive : GOVT 
jrammes; initiate, supervise and publish research in refereed joumals. Compensation: Sajida Kosar 
Sig £20,000 - £25,000 p.a. depending on qualifications and experience, plus benefits. Three ; ASDA 
year appointment; renewal depending on performance. Send CV, three references and One New Change 
‘publications’ sample by 12/12/00 to Search Com. CIIM, Р.О. Вох 20378, 2151 Nicosia, Cyprus. London ЕСІМ оо: 
wwwils d 


Tal: bod 2-330052 / Fax: +357-2-331121, e-mail: cite im.ac.cy 
SNNOUNCEMENTS 


GOVERNMENT OF THE REPUBLIC OF MONTENEGRO 


Extension of the деййн for the investment tender for the sale of. 100% of the three semi- 
fabricating companies of Kombinat Aluminijuma Podgorica (КАР): · 3 е 


* Strip casting, Cold rolling, Foil rolling and conversion, Extrusion operations 
* Wire and Cable manufacturing operations soe 
* Billet casting and Forging plant 


КАР is the main productive asset of the Republic of Montenegro. Investors may present an ШШ 
offer for up to 100% of one or more of the semi-fabricating companies. Offers may also be EE 
presented for a sub-unit of a semi-fabricating company. | 


Deadline for the remittance of offers : Novembre gn 2000 | 
Date for selection of winning bidders : December 16 ЇЇ 2000 . 
Date for closing of the tender : January 20" 2001. 








Tender proposals and supporting documents should HSBC CCF investment Bank (Fara) ANE tothe с 
be sent to : Mr Branko Vujovic — Government of Montenegro, has prepared an information | 
Agency of Montenegro for Restructuring memorandum available on request including the detailed 


And Ee eign езеп} | terms and cond tions of the present tender, 


J. Tomasevica bb, 81000 Podgorica - Montenegro, : | 
Yugoslavia ا‎ and will answer all related questions. 








Corporate Finance Department 
109, avenue des Champs Elysées 
75419 - Paris Cedex 08 - France 
Tel: +33 1 40 70 59 56 - Fax: +33 1 4070 71 42 
e-mail: cpostelvinay@ect fr 


HSBC CCF ©» 
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REPUBLIQUE DU SENEGAL 


Un Peuple = Un But~ Une Foi 





* 


Co m m 0 d [ ly : М. а rk е і | В. е f or ms MINISTERE DE U'ECONOMIE ET DES FINANCES 
L e SS on $ of Two D ecd des CELLULE DE Seon ET DE CONTROLE 


DU PORTEFEUILLE DE L'ETAT 


NOTICE TO DECLARE INTEREST IN VIEW 
OF THE PRIVATISATION OF THE 
NATIONAL ELECTRIC COMPANY OF SENEGAL 
(SENELEC) 



































Commodity Market Reforms: 
Lessons of Two Decades discusses 
the prevalent process of commodity 
market reform in the specific context 
of cocoa, coffee, cotton, grains and 
sugar markets, and provides lessons 
by selectively drawing on cross- 
country experience in those 

markets. This book focuses on 
commodity-specific conditions that 
quickened or slowed the pace of 
reform and looks at the relationship 
between changing markets and institutions. 


December 2000. Stock no. A14588 (ISBN 0-8213-4588-5). $30. 


To order in the UK contact: Customers Outside the UK contact: 
HON Scribes, Omega Park Thé World Bank, P.O. Box 960 
Alton, Hampshire, GU34 2PG Herndon, VÀ 20172-0960 

Tet; +44 (0) 1420 86640 Tel: 703-661-1580 or 800-645-7247 or 
Fax: 444 (0) 1420 89880 Coritact your local World Banik distributor 
E-mail: whank@hon.org.uk wwwovorldbank.org/publications 
www. Поп Обу: 
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Аз an integral part of its policy to privatise select public companies, the 
Government. of Sénégal intends to yield a portion of its shares in the capitalof 
SENELEC to Senegalese and/or foreign investors, 














All interested investors are invited to indicate their interest in this. offer by 
addressing a letter or fax to this effect by November 21, 2000 to: 
"Monsieur le Ministre de l'Economie et des Finances 
4, avenue Carde x René Ndiaye ~ В.Р, 4017 

DAKAR ~ Sénégal. 
Fax: (221) 822-4195 










A complete prospectus of information on the Company. as well as: a list of 
specifications will be made available two months before the deadline fdr the 
deposit of offers. Conditions: for the deposit of offers will be indicated with the 
response to all letters of interest. ( 
















We thank you for your interest. 





Le Chef de la Cellule de Gestion 
Et de Contóle du Portefeuille de l'Etat 







т: Mr. Serigne Ahmadou CAMARA 
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Scholarships for the Executive MBA 


For. some years we have been offering a number of 
scholarships to outstanding candidates on our full-time 


© Y an e MBA programme. Now, for the first time, we are 
extending the scholarship scheme to our part-time 


Executive MBA. 


- The scholarships will be worth up to £8,000 towards 
tuition fees and will be available for the programme 
^ beginning in January 2001. You will be eligible to 


apply if you will be entirely or partly self-funded. 
The deadline for applications for scholarships is 
1 December 2000. 


_ To find out more about the scholarships and our MBA 
8 þh ] : ^. programmes, contact: Maureen Williams, Cranfield 
C 0 arv 0 Z ps School of Management, Cranfield, Bedford, England, 
MK43 OAL. 
Те: +44 (0)1234 754386 Fax: +44 (0)1234 752439 
Email: m.williams@cranfield.ac.uk 


Or visit our web site at www.cranfield.ac.uk/som/mba 
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The Government of Malawi 


Telecommunications Opportunity 


The Government of Malawi intends to seek a private 
sector strategic equity partner to-acquire a controlling 
interest in Malawi Telecommunications Limited, 
Malawi’s national telecommunications operator. 
Expressions of interest are invited from suitably 
qualified investors (or investor consortia comprising 
technical and financial investors) for inclusion in a list 
of pre-qualified bidders. The closing date for receipt 
of expressions of interest is 18" December 2000. 


“The Executive Director 
The Privatisation gommission | 


_ Telephone: 
: Fax: 
e-mail: privatisation@malawi.net | 


E L EMINGS 


A summary statement containing an overview of the 
investment opportunity and the pre-qualification and 
г sales process is available to investors on request from 
"The Privatisation Commission or its advisers, Robert 
Fleming Limited. 


The Managing Director 

Robert Fleming Limited 

105 Private Bag 68 68 
Blantyre, Malaw 


265) 623950 - 
265)623314 . 


sean@corporatefinance:malawi.net 


SALE OF A STRATEGIC STAKE IN _ 
Biman 


BANGLADESH AIRLINES 


Process Cent 
Biman has retained, a consortium (led: by Citibank, N. А. and Salomon Smith Barney: nc. 3 Wi 
members Simat, Helliesen -&-Eichner and Clifford Chance) ав its exclusive тегис 
coimmercialisation advisor: in-comnection with the sale of a strategic. stake in Biman, 


Introduction 

As part of its on-going economic reform program, the Government ef Bangladesh (the 
^Govemment") is seeking the participation of international strategie investors in the form of the sale 
of an equity interest of up to 40% in its national airline, Bangladesh Biman Corporation 
Biman"), 


Transaction 

‘Biman intends to issue new shares to a strategic airlines industry investor or a consortium comprising 
a strategie airlines industry investor and financial investor(s), This investment would consist of a 
minimum of 10% and a maximum of 40% of the enlarged share capital Biman, Subsequently the 
Government will divert 9% of Biman's equity in favour of the airlines employees without diluting 
the participation of the strategic industry investor ar consortium, It is intended that a strategic airline 
investor will participate in the management of Biman and will have a prescribed number of seats on 


the board of Management of Biman. The Government will continue to own a minimum of 51% of 


the shares of Biman, so that the airline will remain substantially owned and effectively controlled by 
Bangladeshi nationals. 


Investment Opportunity | 
Biman presents a dynamic air transport investment opportunity. The airline is located in one of the 


f World's faster growing aviation markets and Biman is supported by a fiercely loyal ethnic market that 


is heavily concentrated in the Middle East, United States, United Kingdom and South East Asia. 
As the national carrier of Bangladesh, Biman maintains a leading 42% share in this market. Dhaka is alse: 
well positioned as а hub for Intra-Asian travel and flights between the Middle East and Asia / Europe. 


Interested parties: (strategic airlines industry. investors or consortia comprising a-strategi 
industry investor and’ financial investor(s) are | [ 
Memorandum that should include the. following 


* Indication of their interest to make an equity investment in Bintan 

Ы Request for the. Information: Memorandum 

* Name and'contact details : 

* Most recent audited financial statements and Amnual report or Y company’ profile 

Qualifying” interested. parties will receive d confidentiality agreement and; following signat 


thereof, will receive an Information Memoram A "Requést for. Proposals” which will accompa 
the Information Memorandum wil inchude instructions on the submission-of Expressions of 1 interes 


The Government and-Biman- reserve the right. at thelr sole discretion, to choose the. parties with 
whom to discuss a strategic investment ih Biman, 10. discontinue those -discassiony: withio 
explanation and/or modify the sale process in accordance with the applicable laws and regula ons. 


Requests for the Information Memorandum should be submitted in English at any of the addresses listed below. 
For any information or clarifications please contact the persons listed below, 


SALOMON SMITH BARNEY 
Amember of citigroufif" 





Salomon Smith Barney 
James Li, Umanga Pandey 

“B88 Greenwich Street 
New. York, NY 10013 


Tel: 1-212-816-3869 / 3427 
Fax: 1-212-816-5844 


CITIBAN@ 


Amember of сикуоибТ" international: 


Citibank, М.А. 

Michael Duff 

49th Floor, Citibank Tower 
Citibank Plaza, 3 Garden Road 
Jnited States Hong Kong 


SH&E | 


‘Transportation: 
Consultancy 

SHEE. 

U Baur. Kosta Botev.. 
New York, NY 10016. 

"United States 


Tel: 852-2868-6206 VOTels 2 2682-8458 


Fak: 1-212-986-1825 


[For the United Kingdom only, the contents of this notice, which have been prepared by and are the sole responsibility of Bangladesh Biman Corporation, hase been (approved) by Salomon Brother т 
International Limited (which is regulated by The Securities and Futures Authority Limited) for the purposes of Section 57 of the Financial. Services Act 19867 













Free online. 





Ча 
_ Abrams & Krochak 
Canadian Immigration Lawyers 


“OFFSHORE 
TAX-F REE 


Companies world-wide 



















Tel: +44-207- 
ү j Fax: 444-207 


, E-mail: london &Haveco.com 
Sy HUNGARY 
i зө: 1- «n 96; 81 





ROMANIA 
:440-02-326-320 
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CYPRU 
Tel: 4357-4-636-919 
Fax: +357-4-636-920 
E-mail: cyprus @ laveco.com 


Website: www.laveco.com 
P AP AY ЛР AY a y 4 
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FOR OUR 110 PAGE COLOUR 
CW Forster (Director) 


isle of Man, IME 

TEL: 444 1624 81! 

FAX: +44 1624 817080 
E-mail economistebcra com 


eat Say 


SIMULTANEOUS 
INTERPRETATION 

AND WRITTEN TRANSLATION 
Russian, English, German, 

and at her languages 


: 49. 8821) 70-83-43 
E-mail: dmizai@t-anline.de 


OFFSHORE 


CREDIT CARDS 
AVAILABLE BY EUROPEAN BANK 


FAX APPLICATION TO BANK 
+90 392 227 53 77 
e-mail: apply@fmb-cards.com 


OFFSHORE 


Lowest Annual Fees 
СОМРАМ ES Fleady Made Companies 
Bank Introductions 
“50 Nominge Services 


Ottenore Credit Canis 


— WWW.Ocra.com ——— 


1509002 94 Certificated + A member of the Estate and General Group established in 1935 









TENDERS 


IMMIGRATE TO CANADA 
“We Can Help” The 


Economist 


























Suite 810, 
Toronto, Ontario. 
Tel (416992 


TO ADVERTISE 
WITHIN 

THE CLASSIFIED 

SECTION, 

CONTACT: 


Paola Hamdan 



















FINANCIAL 
PRIVACY 


* Offshore Banking Licenses - 















Ready Made Companies - London 
Nominee Services Tel: (44-20) 7830 7000 
Fax: (44-20) 7830 7111 






* Confidential & Anonymous 
Banking - Offshore Credit 
Cards - International Mail Drops 


email: paolahamdan@economist.com 








Beth Huber 
New York 
Tel: (1-212) 541 5730 
Fax: (1-212) 247 1325 
email: bethhuber&economist.com 





and MUCH MORE at 








www.reputablefirm.com 
Email: info@reputablefirm.com 


















REQUEST FOR EXPRESSIONS OF INTEREST TO PARTICIPATE 
MMUNICATIONS 
IVITY PROJECT 


IN THE COMESA TELE 


The Common Market for Eastern and Southern Africa (COMESA) invites 
Expressions of Interest from competent telecommunications companies 
interested in participation as Strategic Equity Partners in COMTEL 
Communications Company Limited (COMTEL). 

COMTEL has been incorporated as an offshore company in Mauritius for 
the sole purpose of implementing the COMESA  Telecommunications 
Inter-Connectivity project ("The Project"). The Project involves the 
establishment and operation of a modern terrestrial telecommunications 
network carrier, that will facilitate cost-efficient inter-connectivity services 
among the Eastern and Southern Africa countries within and out 
COMESA region. The Project is being promoted by the National 
Telecommunications Operators ( NTOs ) in COMESA region. 

The proposed capital structure of COMTEL, approved by the project 
Steering. Committee comprised of Chief Executives of the COMESA 
NTOS is as follows: 


NTOs 25% 
Strategic Equity Partner (SEP) 30% 
Private Sector Investors 45% 


The total cost of the project is estimated at USS 172 million, with a debt 
to equity гапо 50:50. 


The Strategic Equity Partner (SEP), which should be a company or 
consortium of companies with experience, as a telecommunications 
operator will, inter-alia, be expected to provide 3096 of the project equity 
and management expertise. 


Each statement of expression of interest must be accompanied by a 
company profile which should inchide:- 


{1} The name(s} of the company(ies) expressing an interest to 
participate as the SEP in COMTEL; 

(ü) | A copy of the 1999/2000 annual report and accounts; and 

(ii) A capability statement evidencing experience in the operation of 
a telecommunications network. 


Expressions of interest should reach the office of the Secretary General of 
COMESA by 16:00 hrs on Ist December, 2000 on the following address:- 


The Secretary General 
COMESA Secretariat 
BEN BELLA Road 
P.O. Box 30051 

Lusaka, Zambia 
Telephone: (260-1) 229725 /32 
Fax No: (260-1) 225107 
E-mail: secgen@coimesa int 
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NESS & PERSONAL 


e OWNED BY LAWYERS AND ACCOUNTANTS e CONFIDENTIALITY GUARANTEED e BANK INTRODUCTIONS. 


The SCF Group, est. in 1989 provides full ranges of offshore services at what we believe are the 
most competitive rates currently available by a licensed professional firm. 


or OFFSHORE & UK COMPANIES @ the best prices contact T today | | 


EST. 1989 _ ; LONDON: For immediate, friendly advice, please. contac E 


LICENSED CO. | 90-100 syéney St Chelsea. "ТУБИ: Janson Соту B.Sc Hons) DUBLIN: Peter Murghy В Comm ( 
& TRUST MANAGEMENT | DUBLIN: Tadd (0) 207352 2274 Tel: +353 (0) 1 662 1388 
ee x i 27-29 Lower Pembroke St. Fax 444 (0) 207785 0016 Fax: +353 (0) 1 6621584 
Dublin 2, ireland E-mail: Janson@ecigraup.com E-mail: pmurmphy@sctintiigiie. © 








Innovative and cost-effective solutions to protect your assets and minimise your tax. The Boveri Group і is a professional global p pra 
leading tax specialists, operating in 17 jurisdictions worldwide for over 10 years. For complimentary copies of our guides to international tax planning 
and trustee services, please contact your most convenient Sovereign office. Alternatively call for expert practical advice free of т or charge. 


BAHAMAS: Coretta Dames GIBRALTAR: Les Roberts HONG KONG: Stuart Stobie UHK.: Simon Denton 
+ +1 242 322 5444 ah +350 76173 Tel: +852 2542 1177 Tel: +44 (0)20 7479 7070 
1124232588448. а 350 70158 852 2545 0550 44 (0)20 7439 4436 
GSovereignGroup.com ib @ SovereignGroup.com overeignGroup.com @SovereignGroup.com 


WWW.SOVEREIGNGROUP.COM 








OFFSHORE COMPANIES, TRUSTS, FOUNDATIONS, 
BANKS, INSURANCE ا‎ ES 


httpz//www.global-money.com, http:/www.flagsofconvenience.com 
gmc @ global-money.com Faxes: +1-416-3525168, +3120-5241407 
GLOBAL MONEY CONSULTANTS S.A. - FLAGS OF CONVENIENCE S.A. 


Established in 1985 


"" START YOUR OWN ^1 ; 4 

NEW AUTHORS | отео асус. шш ШНА 
ome. Part/Full time. Free Advisory Service. 

PUBLISH YOUR WORK Est. 1946. Clients in 120 countries 8596 Less In the New World. 


Send for Free Booklet. 
ALL SUBJECTS CONSIDERED WADE WORLD TRADE 
WRITE OR SEND YOUR MANUSCRIPT TO: 


Dept 2¢24 50 Burnhill Road 
MINERVA PRESS Beckenham Kent BR3 3LA UK 
316 - 317 REGENT ST LONDON WIR 7YB. UK qn OOO CO) 
| www,minerva-press.co.uk 













"Y Руси re looking for the finest international phone rates and service, 
look no further than New World Telecoramunications. Because we 
„л. save you up to 85% on all international calls. 


To the U.S. and U.K, — ^sa true callback innovator New World 
From aa iia provides state-of-the-art voice communica- 


Fax: +44 (0) 20 8663 3212 


http/www,wadetrade.com 
ти ти юл MARO ин юше ми ми мш шы т 








tions and the lowest possible rates for ali 
international calls originating outside the 
United States through callback, 


Now you can call anywhere in the warld 
at amazingly low rates. Perfect for home, 
office, hotel, fax, or cellular phones. Call 
today and be calling globally at 85% less 
the day after tomorrow! 


all Today! 1-973-438-1800 


ү Teaneck Road, Suite 114 
мі лапа Ne eae USA 07666 
Fax: 1-201- 28 
ewWorld Help@cust.newworldtele.com 
www newworldtele.com 











& 2000 New World Telecor 





ons. New World is a trademark of New Work! Telecornruunications. АП 





p 











HE ECONOMIST NOVEMBER 18TH 2000 141 




















| OUTPUT, DEMAND AND JOBS Italy's pp grew by 2.4% in the year to the third quarter, 
down from the previous quarter's 2.7% growth. American industrial production edged down in 
October to a 12-monthly rise of 5.2%, the lowest this year. Also in October, Britain's unemploy- 
ment rate rose—the first monthly increase іп almosttwo years, on the old claimant-count basis. | 
% change at annual rate 











The Economist poll 
GDP forecasts. 


2000 2001 





Retail sales Unemployment 
(volume) % rate _ 


“latest year ago 



















| 

| 

| six months to October, as the market faced 
| ashortfall. Shrinking stocks are also boost- 
| ing cotton prices. Maize and soyabean 
| prices have gained ground from 1999's his- 
| toric lows. But coffee prices have fallen by 
| nearly 40% this year, with robusta coffee 
| 

| 

| 
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ance 01529. +3402 +34 +3 +39 Aug now at a 30-year low, thanks to Vietnam's 
Germany LAT +34 * + ЖБ Sep rapidly expanding production.Cocoaisata 
x каа £214 Sep 27-year low. Nickel prices soared thanks to 
праце „рыз БЕШ taS эр strong demand for stainless steel, but all 
etherlands + 30 + 41! Q * А i s ‚ 
"39 a. ж metals have been hit by investors' selling. 
Sweden +43 +43 Qb ж 
+ 38 О; Ux 82 Qn 
+ 5.3 03 4:052 Оа 
^37 Q +35 +30 





ted. Average of latest 3 months compared with average of previous 3 months, at arinual rate, *Jul-Sep; claimant count rate 3.6% in 








PRICES AND WAGES Annual rates of consumer-price inflation fell in October in Britain and 
France but rose in the Netherlands, Spain and Sweden. America's 12-month producer-price in- 
| flation crept up to 3.6% in October. Britain's edged up to 2,6%. Average earnings in Britain 
jumped by 4.1% in the year to the third quarter, a real increase of 0.9%. 





% change at annual rate The Economist poll 
Consumer prices* consumer prices forecast 
3 mthst 2000 — 2001 
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Dollar index 





















































| Ает 2 713 
“Not seasonally adjusted. “Average of latest 3 mont! mpared with average of previous 3 months, at annual rate. | Food я чен Uus — 
| Industrials 
اش‎ 742 _ 74-09-31 
® PRODUCTIVITY Americaledotherrichcoun- Г uum | Ne! ^0 662 ^ 672 +00 - 65 
| tries in the rise in manufacturing productivity in | ouy к dup. Meum cre 188 ы ыб с 9а ча 
| 1999. According to preliminary data from the Bu- Sterling index 
M | All items 78.7 78 - 20 + 92 
reau of Labour Statistics, American labour pro- зз ea 7 x37. 34 3 15 
ductivity increased by 62% Over a year earlier. раису абва: a X098. 
The countries with the next-biggest rises were Euro index = Á— 
| Britain and France. Belgium came last in our table All items 109.0 1080 =- 37 4158 
| with an increase of 0.7%. In Canada, Italy and Ja- Food. 1080 1057  - 50 +153 
pan, productivity grew in 1999 after declines in Industrials 1104 1110 = 18 +164 


1998. Britain, France and Sweden showed better 
gains in 1999 than in 1998, but productivity 
growth in Belgium and Germany decelerated. 
This seems to support the common complaint of 
European economists that their countries have 
failed to reap productivity gains from the In- 








i Industrials 
| Gold 
| $ per oz 264.85 26445  - 23 
| | Crude oil North Sea Brent 




















| ternet. Hours worked in manufacturing declined $perbarel — 31.54 3316 + 69 4355 
| between 1979 and 1999 in all countries for which West Texas intermediate 
data were available except Canada, where hours $perbanel 3327 3453 + 








* Provisional. Î Мон ооо agriculturals, 


rose at an average annual rate of 0.3% 
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| widely different movements of individual | 
commodities. Sugar prices doubled in the | 
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@ INTERNATIONAL INVESTMENT In1999 | 
America and Britain werenet international | 
debtors, whereas Germany and Japan were | 

net international creditors. Countries’ net 
asset positions, a measure of the differenci 
| between their foreign assets and their for- 











| MONEY AND INTEREST RATES The 12-month rate of growth in Japan's narrow-money 
|: Supply quickened (0 5.55 in the year to October. The country's broad-money supply expanded 
by 2.2% in the same period. The yield on 30-year American Treasury bonds fell to 5.77%. 
Money supply* ~ interest rates % p.a. (Nov 15th 2000) x 
%.rise оп yearago over- 3-mth money market banks 2-year _10-Уеаг gov't corporate 
патом: broad night latest year ago prime gov't bonds latest! yearago bonds 












































|- Australia +95 +71 sp 625 631 846 975 683 602 646 733 | n. Lal Sr 
Britain +86 +91 Sep 5.75 600 5.63 7.00 5.58 540 505 ea | EP liabilities, eod reflect. cumulati 
Canada MÀS 488 «p 3558 573 488 7:50 58) 576 606 729 | Sufrent-account. balances. For example, 
Denmark _ tà 439 Sep 505 555 385 . 800 546 543 532 730 | Since the early 19905, as its current-account 
Japan 185 22204 022 051 бв 150 045 179 184 254 | deficit has soared, America's net liabilities 
Sweden 460 +50 sp 375 400 4339 469 450 507 544 500 | have more than doubled. And, although 
Switzerland -49 -22 sep 317 348 204 513 349 374 323 ^ 430 | they have fallen back recently, Japan's net | 
United States -0.1 +100 sep 6.69 6.53 5,82 9.50 5.87 571 603 7.53 assets ballooned over the same period. Part |” 

| ёшо-11Ў +66 +55 sep 476 — 512 3,45 5.30 4.98 512 49! 3 5613 j| of the story is that Japanese investments іп 





; TFrance 5.24, Germany 5,12, Italy 5.57. Benchmarks: Japan No.225 1.78, US 30-year 5.77. TGermany for prime and bonds. 


17 Narrow: MT except Britain MO, broad: M2 or МЗ except Britain M4 Sources: Commerzbank, Den Danske, J.P. Morgan, Royal Bank of Canada, Svenska 
Handelsbanken, Warburg Dillon Read, WEFA Group, Westpac, Thomson Financial Datastream.Rates cannot be construed аз banks’ offers. 





American government debt have financed | 
а big chunk of America's current-account | 
deficit during the past decade. America be- 
cameanet debtor in 1989 and has remained . 
one ever since. In 1999, it had net liabilities 
of $19 trillion; more than 20% of Gor, and 











STOCKMARKETS Most markets fell amid America's presidential uncertainties and fears of 
slower corporate growth; despite a late rebound, they ended down on the week. The Nasdaq 
: Composite index dipped below 3,000 on November 13th, to a new low for the year. 








































































































| Market indices 8 % change on .. | the figure is still rising. Japan's net assets 
NX “БЫКЫЙ A. CE od iar ims | were $829 billion in 1999, nearly 20% of Gb; 

diei dc. m currency terms. | but that wasdown from 30% a year earlier.: | 
Australia (All Ordinaries) 3,267.4 3,3304 29200 - 09 +76 = 19 +36 -174 

Austria (ATX) 11095 12361 10294 = 14  - 48  -361  - 74 -206 

Belgium (Bel 20) 3,1221 3,4404 2,5322 ~- 16 - 79 -152  - 65 ~198 

Britain (FTSE 100) 6,432.3 6,9302 59946 ~ 07  - 19 - 72 س‎ 72 -MJ- 

Canada (Toronto Composite) 9,187.1 113888 8,114.2 ~ 38 + 21.0 -193 +92 + 23 

Denmark (Copenhagen SE) 9524 10390 ^ 7551 ^ - 42 +302 =- 83 4229 +52 

France (5BF 250) 3,987.7 43907 35128  - 07 +210 ~ 92 + 46  -103 

Germany (Xetra DAX) 69611 80650 64653  - 08 +186  -137 ni -142 

Italy (ВСІ) 2,0960 2.1823 1,6664 + 01 +408 = 40 4154 = 11 

Japan (Nikkei 225) 147991 20,8332 144646 — - 39 -190  -620  -218  -260 

ain (Topix) 1402.] 2,507.6 13800 - 35  -119  -514  -186 -229 

Netherlands (EOE) E 6816 7016 6124  - 10 +129  - 28 +15 -129 

Spain (Madrid SE) 9694 11462 ^ 9379 ^ - 14  * 34  -154  - 39 -176 

Sweden (Affarsvariden Gen) 5,204.2 6,960.6 4,999.9 - 16 + 12,1 -252 54  -197 

Switzerland (Swiss Market). 8,1066 — 83770 6,814 snl + 96  - 36 +71 - 34 

United States (DJIA) 107076 11,7230 97960 = 18 ~- 16 - 87  - 69 - 69 
| S&P 500) 13898 1,5275 1,3288 = 14 = 15 = 90  - 54 - 54 

| (Nasdaq Comp) — 3,1655 5,0486. 2,9667 7.20 7-32  -373 -222  -222 

Europe (FTSE Eurotop 300)* 1,6328 1,7050 14725 ^ -.07 +152  - 42 + 31 -116 

Euro-11 (FTSE Ebloc 100)* 1,480.7 15505 12777 | - 0.4 +237 - 45 +69 - 83 

World (MSC 12643 1,4488 12170 ~ 16 ~ 45  -127 na -110 

World bond market(Salomon)* 4240 4400 4148 +03  - 41  - 78 na = 30 

*in euro terms, "Morgan Stanley Capital international index includes individual markets listed above plus eight others, in dollar terms. 

*Salomon Smith Barney World Government Bond Index, total return, in dollar terms. 





TRADE, EXCHANGE RATES AND BUDGETS Japan's trade surplus narrowed slightly, to $125.2 billion, in the 12 months to September. Its 
current-account surplus widened over the same period to $121.7 billion, 7.4% bigger than in the year previously. Germany's current-account 
deficit increased to $25.1 billion, a rise of two-thirds over a year earlier. The euro rose by 0.4% in trace-weighted terms. 






























Trade balance*, $bn Current account Exchange rate — Currency units s. Budget 
latest latest 12 $bn The Economist poll trade-weighted* per per рег per balance 
month months latest 12 mths % of GDP, forecast Nov 15th year ago $ £ euro ¥100 xof 

VEMM 2000 2001 ,...WMovi5th yearago — = i 
Australia =- 028 sep — - 66 - 209 Q2 45 33 710 802 ^ ^ 192 ^ 156 234 165 
Austria — 012 B = 42 = 58 Aug 27 
Belgium + 174 309 + 153 + 10.8 jun 4.0 
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+ 48 + 2.7 Aug“ 13 716 124 746 199 

+ 67 + 331 Aug 23 5. 763 63 109 656 702 

+ Й | 188 ^ 325 196 . 
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+149 ж 50ю —24 . 
+ 03 + 32502 107 
~ 404,0 ~ 393.5 Q2 -4.3 


Euro-17 ^ 090 aug + 225 - 216 Aug” 01 





















*Merchandise. Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others сбор, * 19905100, Bank of England. *OECC estimate. 
SNot seasonally adjusted. * *New series 
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8 HUNGARY After ten years of reform, 
Hungary is one of the best-performing 
economies in Central Europe. According to 
the latest country report prepared by the 
OECD, Hungary's GDP is forecast to grow by 
5.5% in 2000 and 2001, well above the ogcp 
average. Since 1997, GDP has grown by an 
average of 4.7% a year. Unemployment has 
fallen below 796—well under the European 
average and only marginally higher than 
the окср average. Inflation has also fallen 
dramatically. In 1996 consumer prices rose 
by more than 20%; the oECD now expects 
them to increase by 8.5% in 2000 and by 
only 6.096 in 2001. Hungary's combination 
of a crawling-peg exchange-rate regime, a 
gradual tightening of fiscal policy and the 
announcement of inflation targets has 
created the conditions for inflation to fall 
while preserving the country’s competi- 
tiveness. Looking ahead, however, the 
OECD worries that a more expansionary 
stance in Hungary’s proposed. budgets for 
2001 and 2002 could push inflation, as well 
as the current-account deficit, up again. 








GDP 
% increase on a year earlier, imme тч 





Consumer pricest 
% increase on a year earlier ~ -25 









































ECONOMY Indonesia's сор grew by 2.096in the third quarter, raising year-on-year growth to 
51%. China's industrial -output growth slowed a little, to 11.4%, in the year to October. In that 
month, annual consumer-price inflation quickened to 8.9% in Mexico, 10.4% in Hungary and 
19.4% in Russia. Prices fell over the same period in Israel, by 0.1%. 








































































































% change on year earlier Latest 12 months, $bn Foreign reserves*, $bn 
“GDP Industrial — Consumer Trade Current Latest — Yearago — | 
production prices balance account 

China * 820 *114 оа nil Sep +28.3 оа 415.7 1999 160.1 sep 154.7 | 
Hong Kong +10.8 q = 0902 = 2.6 sep - 99 «p + 6.3 199 1027 оа 90.4 | 
Inda — +720 + SA Sp + 3555 - 855p  - 56 03 326 i» 312 | 
Indonesia x 51 +384 00 + B80 0a +31.0 sep + 62 a1 283 ш 260 | 
Malaysia + B8q 4156 sep + 19 0a +167 see +12.4 q) 322 au 325 
Philippines + 45q + 93 Aug + 490d + 6.7 Aug + 87 ш 129 м 124 
Singapore +10203 +144 sep + 17 Sep + 2.2 sp. +2070; 76.3 м 75.1 | 
South Korea + 9.6 970 +151 + 280a +14.7 оа +13.6 Sep 91.4 Aug $47 | 
Taiwan +54Q +165 5р + 1001 + 8loa 81m 1117 sep 1017 | 
Thailand + 66Q + 2.0 sep + 1704 + 64 Sep + 9.9 sep 31б sp  —— 317 | 
Argentina + 0.8 02 - 44 5р ~ 0.5 oc -= 0.2 ay -114 02 244 бер 21.8 | 
Brazil. + 399 + 335p + 7.0 sep nil ot — -23.7 Sep 31.4 мю 40.0 | 
Chile __ +61ф@ 8.7 se + 45 Ont + 15 sep ~ 08 о 14.1 Sep 14.3 | 
Colombia + 35 00 +113 5р + 9.0 0a $229 ~ 050! ___85 Ot 84 | 
Mexico + 200. + 63 sep + B9 oc —69 sep ^-158q — 341 әр 326 | 
Venezuela +260 па + 15.1 od +121 May — «100 Q2 13.7 чер 111 | 
Egypt + 65 2000 + 9.4 2000 + 2.6 Aug -11.5 92 = 12 0 134 wi 16.3 | 
Greece. QUE 1999 + 570 + 40 oc - 680 - 69 Qe — 15.1 м 218 
israel + 5.6 02 + 98 Aug ~ 10a = 75 оа ~ 1509 218 оа 21.8 
South Africa + 24 qa + 3.8 р + 6.8 sep +29 9р - 0399 61 sep 55 
Turkey *58Q + 63 sep + 444 Oa -23.2 ^u = 86 Aug 24,3 sep 23.7 
Czech Republic + 19 Q2 + 37 5e + 44 0а - 3.0 sp ~- 140; 12.0 0a E 
Hungary. + 5802 *168 зр + 104 Ort = 239 — - 08 sep 10.6 зер 10.3 
Poland +520 + 5059р + 9902 -14.5 Sep -114 sep 24.5 sep. 25.0 
Russia + 6.7 Qa + 7.2 sep + 194 оа +53.6 Aug +314 01 21.5 Sep 6.6 


* Excluding gold, except Singapore; IMF definition: Year ending June. **New series 


FINANCIAL MARKETS Most markets took their cue from Wall Street and ended the week 
lower. Taipei fell by 5.5%, but Seoul lost only 0.1%; the market was cheered by the government's 
signals that it intends to keep Hyundai afloat. Investors in Buenos Aires waited for new econ- 
omic plans. Cairo was an exception—it leapt by 11.0% on foreign interest in Orascom Telecom, 














































































































_Currency units interest rates Stockmarkets % change on 
per$ per £ short-term Nov 15th " Dec 31st 1999 — 
Nov 15th year адо Nov 15th % p.a, one in local in$ 
week currency terms 
China 828 8628 118 540 2,206.1 +35 + 519 + 520 
Hong Kong - 7.80 777 111 5.03 151274 -34  - 108 - Mi | 
India 46.8 434 668 9.08 39465 —— - 20  - 212 - 267 | 
Indonesia 9,73 6.990 13,89 13.89 418.7 5 z535. | 
Malaysia 3.80 3.80 5.43 3.30 7377 - - 92 | 
Philippines 49.9 40.3 712 1881 1,469.2 ~ - 446 | 
Singapore 174 1.67 2.49 2.65 1,957.7 - - 246 
South Korea 1,137 116 1624 700 5575 - 458 ~ 460 | 
Taiwan 32.1 317 459 5.50 57370 - - 337 
Thailand 43.7 387 62.4 3.12 2888 - ~ 48.4 
Argentina 1.00 1.00 1.43 10.57 436.9 + 2. LE - 204 | 
Brazil 195 194 — 279 16.59 145400* - 08 — - 149 - 218 
Che — à 1 572 — 5а _ 817 481 — 48351 — - 13  - 64 - 14 
Colombia — 2126 1942 3036 1327 7032 -11  - 295 - 378 | 
Mexico — — 946 _ 936 135 1747 $1533  —- 35 = 137 =~- 135 
Venezuela 696 634 994 14.90 6,4331 - 06 + 187 + 107 
Egypt 378 3.42 5.40 9.09 8,459.5 «110 = 351 - 412 
Greece 7. 396 317 565 6.20 34724 LADO - 3:3 ~ 48 | 
Israel 412 421 5.88 629. 486.9 -13 - 01 + 10 
South Africa. 769 ^ 615 110 10.45 8,239.2 - 16 ~- 36 - 227 
Turkey 682,620 499,550 975,123 36.00 13,5265 - 04 т - 293 
Czech Republic 403 349 57.6 541 4743 - 18 - 31 - 138 
Hungary _ 307 2% 438 1204 77575 -02 - 120 -27| 
Poland 456 419 652 19.66 16,366.5 -35 - 95 - 79. 
Russia 278 26.4 397 25.00 1777 - 37 + 08 пі 


Sources: National statistics offices, central banks and stock exchanges; Thomson Financial Datastream; EIU; Reuters; Warburg Dillon Read; J.P Morgan; 
Hong Kong Monetary Authority; Centre for Monitoring Indian Economy; FIEL: EFG-Hermes; Bank Leumi Le~Israal: Standard Bank Group; Garanti Bank; 
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“inflation-adjusted. tin dollar terms. Nov 14th, | 
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technology close to you. 





Everyone finds their own key to unlock life's secrets and 

discover the world. Everybody experiences the world in their 
own way, using all their senses. And for us, every individual 
represents a challenge to reflect on products that can make 
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'RoNMc digital technology. 
We would like you to enjoy your life in your own special way, 
and hope that you will greet us with a smile. www.lge.com 


life richer and more rewarding. To us, this is the very essence of! 





Qc 


Digitally yours - =| 





pee 


I 


А 











THE 

GREATEST RISK 

IS NOT 

TAKING ONE. i 


It takes courage to do something that's never been done before. To attempt a feat 
that goes beyond conventional thinking. But, it also takes planning and a complete 
understanding of all the problems that may arise. No one has better firsthand knowledge 
of the inherent risks of daring enterprises than we co. In fact, we're the leading U.S.-based 
provider of custom-tailored risk solutions for corr panies all over the world. So the next 
time you wake up, mind ablaze with an idea that nobody's attempted to pursue before, 
contact AIG. We're the organization that helps challenging ventures get off the ground. 


WORLD LEADERS IN INSURANCE AND FINANCIAL SERVICES 


Insurance and services provided by members of American International 
Group, Inc., 70 Pine Street, Department A, New York, New York 10270. WWW.AIG.COM 
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ЛАППА АЛШ: SKY, тй многе New per-conon rs AN INVASION OF INGENUITY, powere ev recunovocy rur seems OTHERWORLDLY 
вит comes FROM THE DOT IN .COM, SUN MICROSYSTEMS. SUN ARMS INVADERS WITH AN ARSENAL or ENTERPRISE SERVERS THAT SCALE TO MEET THE 
INTERNET GROWTH curves oF POWERHOUSES LIKE сомон AND E*TRADE. AND THOSE SERVERS ARE LOADED WITH THE ALL-POWERFUL SOLARIS; 
A TRUE .COM OPERATING ENVIRONMENT (15 OF 20 GLOBAL ISPs RUN ON IT). BEWARE, THESE INVADERS wilt GROW SMARTER as THEY UNLOCK THEIR 


GROWING DATABASE OF INTELLIGENCE WITH SUN'S OPEN STORAGE SOLUTIONS. CAN vou BE AN INVADER? YOU CAN. SUN SERVICES WILL PREPARE YOU — WHETHER 
YOU ARE GETTING READY FOR YOUR FIRST BATTLE ок reTOOUNG YOUR FORCES FOR THE NEW WoRLD. RED ALERT: THE СОМ INVASION IS HERE. PLEASE, 


IF YOU DO NOT TAKE PART, AT LEAST HAVE THE GOOD SENSE TO GET OUT OF THE WAY. 


L Sun 


microsystems 
WWWSUN.COM/INASION 
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IN JAPAN 


pages 22 and 37 
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STOCK TROUBLE 
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Ф Y A ЙА: А 


We develop innovative pharmaceuticals for the treatment of cancer. 


So that cancer doesn't stand in the wi 


Millions of people are diagnosed with cancer every year. This disease hampers the 
prospects of many for a long and full life. At Aventis, one of the world's leading pharmaceutical companies, 7 
we offer innovative drugs for the treatment of common cancers, such as breast, lung and colorectal cancer. І 
Our scientists are utilizing new technologies, including gene therapy and immunology to develop new agents 
for the treatment of head and neck, lung and gastric cancer. Our goal is to develop more effective treat- 
ments for cancer; ones that give people a better chance to make their dreams come true. 


Aventis, Strasbourg (France), is listed on the stock exchanges in Paris, Frankfurt and New York. www.aventis.com 








- your dreams. Aventis 








To build a network of excellence, 
speak with someone 
who's already logged on. 


Relationships —they give you access to information and people critical to success in the new 
economy. Opportunities unfold when technology clients call on Goldman Sachs. By tapping into 
our global network, clients leverage insight, professional experience and executional expertise 


So wherever your company may be in the business life cycle, log on with Goldman Sachs yoldman 


sachs 





WWW.gs.com 
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LETTERS 


Taiwan's retort 


Sir—Contrary to your assertion 
that Taiwan’s economic strength 
is ebbing away, the same econ- 
omic vitality that brought it un- 
scathed through the 1997 Asian fi- 
nancial crisis is still in effect today 
(“Тоо many debts to settle", No- 
vember nth). 

At the end of October, Tai- 
wan's exports exceeded imports 
by $6 billion for the year, foreign- 
exchange reserves stood at $109 
billion and foreign debt was neg- 
ligible. The economy continues to 
grow at а steady rate (projected at 

: 65% for 2000), The Taiwanese cur- 
rency is robust, remaining stable 


b against the dollar while. other 


‘Asian currencies have struggled to 
regain ground lost during the cri- 
Sis in 1997. The country remains 
the world’s 14th-largest. trading 
‘nation. 
It is true that the Taiwanese 
“banking system is facing some 
difficulties. But the government 
has learned from the experience 
` of its neighbours and is taking the 
necessary precautions to prevent 
similar problems. It has brought 
in reforms to stabilise stock and 
property markets, as well as ex- 
change rates. Also, it is improving 
banking and financial systems by 
lowering business taxes on banks 
and encouraging troubled banks 
to merge with healthier institu- 
tions. In fact, most banks are still 
making reasonable profits even 
with their bad loans taken into 
account. Foreign investment 
keeps pouring into Taiwan; to 
date the island has received $30 
billion. 

There is no indication that the 


The Economist, 25 





conditions which caused the fin- 

ancial crisis of 1997 in Asia exist in 

Taiwan today, Forecasts of a simi- 

lar economic collapse have no 

real grounds. A more fitting pre- 

diction would be one of the usual 

Chinese new year festivity for the 
people of Taiwan, 

Eppy Tsar 

Director 

Information division 

Taipei Representative 

Office 





West is east 


Sig —You say that West Bengal is 
"situated, confusingly, in India's 
east" ("Basu thé Marxist bows 
out", November uth). If India's 
geographical nomenclature is 
hard to grasp, then 1 recommend 
you avoid pondering that of 
America altogether. West Virginia 
“is ап eastern state, South Dakota 
is in the more northerly and west- 
em part of the country, and 
North. Carolina is firmly in the 
South. And as for.New Mexico... 
Sacramento, |. ANDREW 
California RUPPENSTEIN 


——ÓÁ— | 
Holy Blair 


$in—Bagehot (November nth) 
asks if New Labour is holed be- 
neath the waterline. Probably not. 
Labour, particularly Gordon 
Brown, is doing enough things 
right, and the Tories, particularly 
Ann Widdecombe, are doing 
enough things wrong to make it 
unlikely, barring accidents, that 
Labour’s massive lead will be 
overturned next year. But there 
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are two glaring holes above the 
waterline that. will probably 
never get patched. 

Tony Blair has surrendered the 
debate over Europe to the Tories, 
and thereby ensured that he will 
preside over their programme. 
There will be no adoption of the 
euro, and internal pressures with- 
in the ev will ensure a multi- 
speed Union. But worse by far is 
that Mr Blair has not taken the 
opportunity of his huge majority 
to try to make Britain a more lib- 
eral, enlightened and rational 
place. Far from trying to bring 
Daily Mail-reading reactionaries 
with him he has attempted to ap- 
pease them. Under his leadership, 
Britain will stay buttoned-up, un- 
fair, tribal, illiterate, Philistine, 
harsh—and something of a laugh- 
ing stock to our more relaxed 
European cousins. 

When Mr Blair's obituary is 
written, it will (probably) describe 
a leader who secured a second 
Labour term, but for no obvious 
purpose; a fixer, not a visionary. 
Mr Blair will be bracketed with 
Harold Wilson, not Clement Att- 
lee. І think that is a shame, and I 





hope Mr Blair does too. 

West Bri KIERON 

Nottinghamshire O'HARA 
i n Ji 

Old Palestine 


Sir—I do not suppose that I am 
your only reader to have been as- 
tonished by the claim of Milton 
Hirsch (Letters, November 18th) 
that "Palestine and the Palestin- 
ians were invented at the time of 
the 1967 war." Has Mr Hirsch 
been so blinded by the Zionist 
version of history that he has 
never heard of the Territory of 
Palestine, governed by Britain un- 
der mandate from the League of 





Nations from 1923 to 1948? 

London PATRICK WRIGHT 
= 3 

America’s election 


Sir—I come from Russia and this 






important, there was a feeling of 
unpredictability; there was no 
concrete knowledge of who 
would be the next president. 

The Russian presidential elec- 
tion this year was a sharp con- 
trast. A lack of enthusiasm and 
interest characterised . Russia's 
voting population. The lethargy 
originated from the complete 
predictability of the outcome. 
There were no doubts that Vladi- 
mir Putin would be president. 
The few able and promising can- 
didates for the presidential post 
were not on the ballot, raising 
doubts about Russian represen- 
tative democracy. 
Oregon. . 


Pave SvTIN 


Sm—Florida law prescribes а 
mandatory three-day waiting 
period to purchase a handgun. It 
appears that there is a consider- 
ably longer waiting period to elect 
a president. We now know which 
activity Americans consider more 
dangerous. 


Washington, DC GREGG GOLDEN 


—M— 


Sin—The dead elected? Missing 
votes? Dubious tallies? Shaky co- 
alitions? Reminds me of some- 
where else. 
Milan, 
Italy 


SEAN Dix 


Sig—Tolstoy seems to have been 
prescient regarding the election. 
In a brief discussion of balloting 
in "Anna Karenina" his character 
Koznyshov observes, "if you 
want to learn what the spirit of 
the people is by means of arith- 
metic, it goes without saying that 


that's extremely difficult." 
Balboa, 
Panama Rocer NORTON 


Srk— You quote George W. Bush's 
brother, Marvin, as referring to 
John McCain's "arse" (End of the 
trail, November nth) That a 





( [Other Asia/Pacific US$165 American presidential election is member of the Bush clan is such 
poc ge eee Ci The Economist Quarterly Index the first one that I have witnessed ап Anglophone du’n’t seem very 
|. _05$66 per year in person. I was pleasantly sur- plausible. No doubt, had he fin- 
і те Economist Binders prised at the emotional atmo- ished his sentence audibly, the fo- 
L^ US$74 per set of 4 — sphere of anticipation and enthu- cus of his comment would have 
n | ee ace siasm among my American been the senator from Arizona's 
1 Singápore 048622, Singapore. colleagues, and also the specula- —"a-yuss". 
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The opportunities from e-transformation are vast. 
Only we can create the vision today and the 
reality tomorrow. 


We architect programmes cf radical change and 
bring order to chaos. Then we can make it happen. 
We help our clients reinvent their businesses, 
build new ones and turn whole industries on their 
heads. Otherwise, how could we succeed in our 
aim of increasing their market value ten-fold? 


It is not a question of can we succeed, just whether 
you have the ambition to succeed with us.< <<< <<<< << 


To apply, please email your CV to Raechel Peek 
at raechel.peek@uk.pwcglobal.com 
Learn more at www.pwcglobal.com/uk/mcscareers 


















Director of Investors Services 
c£50,000 


Jobs with real influence are rare. But this one more ү 
than matches up. Working with 50 of the FTSE Top 100 $ 
companies, 3896 of the UK workforce, and operating in 4 
13 countries around the world, the Investor in People 
Standard is one of very few global business awards. 
| We're looking for an outstanding individual to develop 
‚ the services we offer to the UK's leading edge employers. 


Your aim will be to position us not simply as a supplier 
of assessment and advisory services, but as a change & 
consultant, helping organisations to achieve the 
| Standard, and to go one step further. You'll also be able 
to generate and realise new income streams, and help to 
acquire new customers through diversifying our product 
offering. It's a vital step in our move away from a : YW 
cost-centre focused business model to one that а А 
promotes cross-organisational working. : 4 


Consider that you will also contribute to corporate 
decision making as part of the team of Directors, and 
the potential impact of this role becomes clear. With a 
background in commercial consultancy, or having 
worked at the forefront for one of our delivery partners, 
you'll have gained experience of constructing solid, 
viable strategic plans in which people are properly 
integrated. Credibility and sound business vision are the 
key elements we're looking for, and you should be able 
to liaise and negotiate with people at the highest levels. 


Applications (CV and covering letter) should be sent to 
our consultant Angela Ingrey at Bartlett Merton, 
Bartlett House, Greenhill's Rents, London EC1M 6HS. 
Alternatively, e-mail a.ingrey@bartlett.co.uk 

or telephone her for a discussion on 

020 7549 1741 (24 hours). Closing date: 

8th December. First interviews will be held 

during November and December, with final panel 
interviews on Monday 18th December, 
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мо R T H W S T E R N U N | V E R S I T Y 
DEAN OF THE KELLOGG GRADUATE SCHOOL OF MANAGEMENT 







Northwestern University seeks nominations and applications for the dean of the Kellogg Graduate School of 
Management. Kellogg is home to a diverse and innovative community of research-based scholars and. exceptional 
students who are committed to academic excellence. It has more than 3,500 students enrolled in full-time, 
part-time, executive and international executive MBA programs around the world. Kellogg is also the global leader 
in non-degreed executive education programs attended by almost 6,000 senior managers yearly. The Kellogg dean 
serves as chief executive of the school, managing over 200 full-time and adjunct faculty, almost 200 staff members, 
three major building complexes, and an endowment of more than $320 million. The successful candidate will have 









to lead a culture that emphasizes cooperation, teamwork and continuous change. This individual also must have the 
vision, talent and energy to build on Kellogg's global tradition of academic excellence that will provide an 
environment for faculty and students to make a profound impact in the 21st century. An advanced degree and 
teaching experience are desirable, 









~ Review of materials will begin in mid-November. To ensure full consideration, applications — including cover 
letter and vitàe/resume — and nominations should be received by December 15, 2000. 






Address correspondence to: 
. Secretary, Kellogg Dean's Search Committee 
Northwestern University 
1-110 Rebecca Crown Center 
633 Clark Street 
Evanston; IL 60208-1119 











Graduate School of Management: £X 







Northwestern University ia an equal opportunity, affirmative action educator and employer. 
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LINTERACENET 


— — —8?e business solutions: 
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Interactive1 provides modular solutions to help companies take full advantage 
of interactive technologies including intranets, extranets and webcasting. Our 
teams in London, Edinburgh, Dublin, Zagreb and San Francisco are working. 
with a rapidly growing portfolio of world-class companies to provide a range 
of customised and scalable technology solutions. ~ 


We are expanding our eStrategy division to help keep расе with demand for our 
end-to-end approach. You are invited to apply for the following v vacancies: 


eStrategy Consultants 


With at least 5 years' experience in a growth indastty outside of management 
consultancy, you will have the experience, confidence and intelligence to talk 
to senior executives in publicly-quoted companies about the issues facing their 
organizations. Although a technical IT background. is not a prerequisite, you 
will be able to communicate those requirements to our technical teams, and 
with their help produce highly innovative: and . culate interactive 
cification documents for our clients. Reporting into the Director of 
eStrategy, this is an international role. Fluency in a majo foreign language 
will: be a distinct advantage and the ability. to travel an n absolute necessity. 











Business Process Consultants 


You will probably have trained with a recognised consultancy firm and are now 
looking for a change of business environment where you will have the freedom 
and flexibility to shape the future of a young company with a bright future. 
With the support of your senior colleagues, your main responsibility will be to 
get to the very heart of our clients’ organisations and to recommend 
improvements, An IT background and foreign languages are preferable but not е 
essential. Must be able to travel. 


All of these positions are based in London. We offer a highly competitive salary, 
benefits package and a fantastic pre-IPO share option scheme. : 


If you are interested іп апу of these positions, please apply via our web site or 


alternatively send your CV via e-mail to zgoodwinGinteractive1.com ensuring 
you attach a covering letter quoting your current remuneration. 


Closing date: December 8th. 












The Position 


• Assists in project processing activities involving project identification, Ф A university degree in civil engineering and membership in a relevant 
formulation and preparation, including selection and supervision of professional institution 

consultants. + Atleast 10 years of experiérice in the planning, design, construction, 
Reviews project feasibility studies with particular emphasis on institutional Maintenance, and contract management of railways 

development and policy reform te improve ica. + Knowledge of railway design methods, and construction and 
Assists in project implementation activitie: nvolving supervision ofthe: maintenance tectiniques for railways in various terrains and climatic 
implementation; review of designs and costs, prequalification of contractors, >. conditions desirable 

and bid evaluation reports; project. monitoring, and conduct of review and + Experience in the conduct of feasibility studies for railway projects in 







The Requirements 




































| other related missions. : developing countries; expertence in the formulation of policies for the reform 
* Assists in the conduct of various Operational activities, including studies and development of the railway sectorin such countries desirable 
focusing on regíonal cooperation in Tipo sector development. • Excellent command of both orat: and written English 


: Established in 1966 and headquartered і in Manila, Philippines, ADB's multicultural staff come from over 45 member countries. ADB offers an internationally 
. competitive salary paid in US dollars. Salaries апа benefits are generally free of tax except for citizens of some countries; primarily the USA and the Philippines, 
| whose incomes are taxed by their respective governments. Applicants should be nationals of one of ADB's member countries. For further information, please visit 
‚ www.adb.org and look for Employment under Resources, 


Send CV and cover fetter by fax, mailor online using MS Word format quoting Ref. No. 00-44 by 9 December 2000 to: 


Tel: (63-2) 6324444 HUMAN RESOURCES DIVISION 
Fax: (63-2) 636-2550. ASIAN DEVELOPMENT BANK 
E-mail: jobs@adb.org Р.О. BOX 789, 0980 MANILA, PHILIPPINES 
















| Women are actively encouraged to apply. Only shortlisted candidates will be notified. 


ds iae 


National Bank of Belgium 





The Research Department provides the Bank's management bodies with the analyses and information which 
they need to pursue their policy, and to enable the Bank to perform its role as adviser to the government. 


Tt informs the public via the Bank's annual report and a large number of other publications, and participates in the 
work of national and international institutions concerning periodic surveys of the Belgian economy. 

The analysis and research group monitors and analyses economic and financial trends in Belgium, the euro area and 
the rest of the world; and also develops basic research activities. 


The Bank will shortly be arranging a selection procedure with a view to the recruitment of: 


ECONOMISTS AND 
ECONOMETRISTS 


for the Research Department (M/F) (Dutch- or French-speaking) 


Candidates must: С) hold a university degree in economics or a related subject (or be a final year student); С) give 
evidence of a thorough knowledge of macroeconomics and macroeconomic policy analysis; C] be a national of a 
EU Member State; L] be able to pass the recruitment procedure either in Dutch or in French: these languages are 
the working languages in the Bank. 

The application form, conditions of admission and the programme for the selection procedure may be obtained by 
fax (0032 2 221 31 51), by e-mail (pe@bnbb.be), from the Bank's website (www.nbb.be - heading: Recruitment) or 
by post from the National Bank of Belgium, Personnel Management Service, Recruitment Section, boulevard de 
Berlaimont 14, 1000 Brussels. 

The application form, duly completed and accompanied by a copy of the degree, if appropriate, must reach this 
section by no later than 22 December 2000. 


Additional information may be obtained from the service mentioned above (tel: 0032 2 221 25 84, 0032 2 221 44 36 
or 0032 2 221 25 42) or from the Bank's website: www.nbb.be (heading: Recruitment). 


UNIVERSAL COMMUNICATION. 
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Pricesaroundtheworld.com is a site for both the sales and procurement 
department of any company (click www.pricesaroundtheworld.com ). Subscribers 
to our site provide the price of the products they sell and obtain the price of the 
products they buy. We are a worldwide broadcast system that integrates buyers 
and sellers into the global market through price information. 


Pricesaroundtheworld.com is the fastest growing Internet company in the world 
and is positioned to become the Web's premier price information page for 
business and industry. Here is your opportunity to join this elite, dynamic, fast- 
paced, and well capitalized organization. We are currently seeking experienced 
professionals to join our executive team. The salaries for these positions are in 
the six-figure range, and we offer a generous stock option plan for: our executives. 
We are located in Washington, D.C. 


{ Chief Officer of Quality Control 


Pricesaroundtheworld. com is seeking a Chief Officer for its Gali y Assurance department 
to join our dynamic management team. The Chief Officer will be responsible for ensuring 
that website data are complete, accurate and properly classified through the following 
activities: data inspection, performance analysis, process improvement, and classifi ication 
code management. Must have 5-10 years Quality Management experience; a bachelor's 
degree in business or откел technology. Procurement and UNSPSC coding experience 
a PLUS! 











processing requirements to plan data 
jilities required for hr ga work сай, 


p jected work load. Evaluates factors such as 
rmats required, volume of transactions, time 





he m sworld.com or vf to: 1-202-777-8557. 
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The International Institute of Tropical Agriculture, one of the world's leading 
tropical agriculture research centres with headquarters in Ibadan, Nigeria, 
seeks qualified candidates for the position of Head of Communications and 
Information Services. This position requires a gifted and energetic writer and 
manager to lead a team of communications specialists working to get the 
good news out on scientific advances in agriculture that are benefiting 
Africa's farming communities. 


НТА is a "Future Harvest" research institute in a worldwide consortium of 16 
centres co-sponsored by the World Bank, FAO, UNDP and UNEP and 
supported by over 40 donor countries and institutions. For more information 
on HTA апа a detailed position announcement, visit our website at 


httpJ/www.cgiar.org/iita or contact the International Recruitment Officer at 


the e-mail address listed below. 


Requirements include a degree in a communications-related field, relevant 
“experience, and a proven track record. The ideal candidate will have a strong 
background in journalism and management. Excellent spoken and written 
English is essential; working knowledge of French preferred. The incumbent 
must have the ability to be a strong team leader as well as a team player. 


This position will be based at the Institute's headquarters, which is situated 

оп an attractive 1000-hectare campus outside Ibadan, Nigeria, comprising 

research facilities, residential and extensive recreational areas. The salary 
| and benefits package is very attractive and internationally competitive. 


Applicants for this position are invited to send their curriculum vitae, date of 
availability, and names and addresses of three professional referees to Mrs. 
Frances McDonald, International Recruitment Officer by fax to 234-2-241- 


2221 or email EMcDonald@CGIAR.ORG Hard сору may be sent to her 
attention do LW.Lambourn & Co. Carolyn House, 26 Dingwall Road, 


Croydon, CR9 3EE, UK. 


HARVARD BUSINESS|scHooL 


SOCIAL ENTERPRISE 
ASSISTANT / ASSOCIATE PROFESSOR 


University of Toronto Faculty of Law 
Faculty Appointments 


The University of Toronto Faculty of Law invites applications from 
outstanding scholars for eight tenure track professorships at the level of 
assistant, associate or full professor to commence July 1, 2001. Six positions are 
earmarked for scholars with demonstrated interests in the areas of electronic 
commerce; the legal, ethical and cultural implications of technological 
innovation; capital markets. regulation; international law and development; 
international human rights; and environmental law, respectively. Endowed 
chairs have been established in each of these areas which may be filled during 
the search process, depending on the experience and qualifications of. the 
successful candidates. The Faculty is also seeking outstanding scholars for two 
non-earmarked positions. Salary will be commensurate with experience and 
qualifications. 


The scholars appointed to the positions: in ‘electronic commerce and 
technological innovation will be affiliated with the Centre for Innovation, a 
multi-faceted teaching, research and policy advisory centre established at the 
Faculty. The Centre is devoted to the study of laws, institutions and policies 
that affect, or are affected by, innovation and technological change. The Centre 
is administered by an Executive Director; and draws on the resources of an 
endowed graduate fellowship programme, à specialized library collection and 
web-site maintained by a full-time Specialist Librarian, a budget for 
conferences and networking, and a summer research assistant programme. 


Interested applicants should forward a curriculum vitae, copies of law and graduate 
transcripts (where available), a writing sample and the names of three referees to: 
Kate Hilton 
Secretary, Appointments Committee 
Faculty of Law, University of Toronto 
78 Queen's Park, Toronto, Ontario, M5S 2C5 
k.hilton&utoronto.ca 


Applications must be submitted by January 8, 2001. 


The University of Toronto is strongly committed to diversity within its 
community. The University especially welcomes applications from visible 


minority group members, women, Aboriginal persons, persons Wi 
disabilities, and others who may contribute to further diversification of ide: 


NET NEW JERSEY INSTITUTE 
OF TECHNOLOGY 


DEAN 
SCHOOL OF MANAGEMENT 


The New Jersey Institute of Technology seeks applications and nominations from both the 
academic and corporate sectors to fill this key leadership position. The successful candidate 


The Harvard Business School Social Enterprise Group is seeking candidates for a tenure 
 Wack position at the assistant or associate professor levels depending on academic 
experience and record. The candidate should have primary interest in pursuing research and 
teaching in one or morê aspects of the social enterprise areas, which encompass (1) the 
creation, management, and governance of nonprofit organizations or forsprofit entities with 
émbedded social purposes, or (2) the social capital markets that provide philanthropic and 
other resources to social enterprises, or (3) corporate involvement in the social sector, 
particularly in their interaction with nonprofit and public-service organizations. The 
‘candidate must havea doctorate and demonstrated competency in teaching. Completed 
research in the social enterprise area is desired, although candidates with outstanding 
records in other fields but who wish to commit themselves to the social enterprise arena will 
also be considered, Although the position’s primary focus will be on teaching and research 
in. the social enterprise area, a candidate's secondary interest in another functional area of 
management is relevant. Minorities and women are. particularly encouraged to apply. 


Interested candidates. may obtain more information on the HBS Initiative оп Social 
Enterprise through our weh page: wivw.hbs.edu/socialenterprise. 


| Please send CV, full transcripts of undergraduate and graduate work; three letters of 
recommendation sent-directly to the school by the references; and cover letter explaining 
your interest and accomplishments to: 


Social Enterprise Search Committee 
c/o Marguerite Dushin 

Associate Director 

Initiative on Social Enterprise 
Harvard Business School 

Loeb 34, Soldiers Field 

Boston, MA 02163 


Or e-mail to: mdushin@hbs.edu 


will be a dynamic individual with a clear and compelling vision for management education 
and research, The university is seeking ап individual who can offer innovative solutions to the 
challenges facing management and higher education today. 


C Responsibilities: The Dean serves as the chief executive officer of the School of 
Management, an AACSB accredited school. This is a leadership position with primary 
responsibility for advancing the school as a nationally recognized leader in technology 
oriented management education and research. The Dean is a senior academic officer who 
reports to the Provost and works closely with the Provost and President and other senior 
officers to advance the university. 


C Qualifications: Candidates will typically possess an earned, doctorate and a record of 
leaching, research, and service that merits appointment as a senior faculty member with tenure 
in the School-of Management. However, to ensure that nontraditional, candidates receive full 
consideration, the university reserves the right to substitute equivalent education and/or 
experience at its discretion, 


Applications: Consideration of applications and nominations will begin immediately. 
Applications should include a cover letter, current curriculum vitàe, arid the names, addresses 
and telephone numbers of at least five current references. 


Materials should be addressed to: Personnel Box P-DSOM; New Jersey Institute of 
Technology; University Heights; Newark, New Jersey 07102-1982. Alternatively, individuals 
are encouraged to submit materials by email in Microsoft. Word to NJIT’s Office of Human 
Resources e-mail: crawford ?adm.njit.edu. 


Dr. Charles І. Bunting, A.T, Kearney Executive Search, is dssisting this search, and questions 
may be addressed to him at: 333 John Carlyle Street, Alexandria, Virginia 22314; or e-mail: 
charles. bunting & atkearney.com; voice: (103) 739-4630. 


Please visit NJIT's School of Management website www.mnnagement.njit.edu for additional 
information and detail. 


AJIT is an equal opportunity, affirmative action, equal access employer dnd especially 


, XN " A R £ encourages applications from minorities, women and persons with disabilities. 
Harvard University is an affirmative action, equal opportunity employer. 
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[UNITED NATIONS —— 
` OFFICE FOR DRUG CONTROL 
AND CRIME PREVENTION 


Candidates are sought for the position of Crime Research Expert, Global 
Programme against Corruption, Centre for international Crime Prevention 


The Global Programme against Corruption i 15 а high priority undertaking of the 

Centre: (Refer to http./iwww. undin:org for. details), for providing assistance to 
requesting Governments to strengthen their capacity to prevent and control 
corrüption. Under the supervision of the Programme Manager, the incumbent 
will provide the required crime research expertise and input for the Programme's 
policy development and for technical assistance projects апа activities. He/she 
will be responsible for the Programme's research component. Specific tasks will 
include: plan, formulate and implement the research component of the global 
programme; research and analyse global trends in corruption; develop and 
implement tools and questionnaires and prepare analytical reports; contribute to 

„the assessment of the needs of countries, follow-up action and the design of 
corruption prevention projects; etc. 

























Qualifications/requirements: Advanced university degree in social sciences with 
specialization in crime related research. Direct. experience in researching 
corruption and prevention. methods as well: as; related phenomena, such as 
organized crime, money laundering, trafficking in human beings, etc. At least 
ten-years of professional working experience of which at least eight should be at 
‘the national/international levels working for research institutions and relevant 
international organizations. Publications. оп corruption: and. its economic and 
Social implications would be an asset. Fluency in English and/or French. 
Knowledge of Spanish an asset. 
indicative minimum net annual remuneration: US$56,380 with dependants/ 
U5$52,503 without dependants, plus post adjustment at the applicable rate and a 
number of additional benefits, when applicable, such as rental subsidy, 
5.;dependancy allowance, education grant for children, repatriation grant, six 

weeks" paid vacation, etc. 

"Duty station and duration: Vienna, initially for one year, '. 
All applications should be sent to: VA-00-VI-36, Human Resources Management 
Section/UNOV, PO. Box 500, A-1400 Vienria, Fax (43-1)26060-5886. 

(Deadline: 8 December 2000) Women are encouraged to apply. 


The International Labour Office 
(a specialized agency of the United Nations) 


is seeking, for its Headquarters in Geneva (Switzerland), a 


PROJECT DIRECTOR 


to lead an ERP implementation. project embracing 
organizational change, with responsibility for the 
supervision of a project team, project planning, budgeting 
and the delivery of project outputs. 


Requirements: 

* advanced university degree in business management, 
finance or public administration: : 
15+ years' experience in large-scale project 
management, financial management, systems integration 
and organizational change, including exposure to 
international operations and the public sector; 
implementation and experience with ERP systems 
(e.g., Oracle financials, Peoplesoft, SAP R/3 or similar) 
would be an advantage. 


Salary range: $US83,360 to $98,575 net per annum 
(grade D1), depending on professional background and 
experience. 

Entitlements: relocation/repatriation allowances; housing 
subsidy; education assistance for dependant children; 
dependency allowances; health insurance; pension plan. 
Applications: send full CV + cover letter, preferably by e- 
mail or fax, by 17.12.00: 


International Labour Office (ILO), Human Resources 
Development Department, (Office 4-69, Ref. 11/00 - 
ECON/DIBUDFIN), 4 route des Morillons, CH-1211 
Geneva 22, Switzerland. E-mail: recruit@ilo.org / Fax: 
+41 22 799 6582 Website: hitp://heww.ilo.org 
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PREPARATORY COMMISSION FOR THE: 
А OMPREHENSIVE NUCLEAR-TEST-BAN TREATY ORGANIZATION (СТВО) 
ROVISIONAL TECHNICAL SECRETARIAL 































The Preparatory Commission for the Comprehensive Nuclear-Test-Ban 
Treaty Organization with its Headquarters in Vienna is the international 
organization setting up he global verification system foreseen under the 
Comprehensive Nuclear-Test-Ban. Treaty (CTBT), which is.the ‘Treaty 
banning any nuclear: weapon ‘test. explosion or any other nuclear 
‘explosion; The Treaty provides for a global verification regime, includi 
a network of 321. stations. worldwide, a communications system, an 
international data centre and on-site inspections to menitor compliance, 

















We seck to recruit a hig? aly qualified candidate for the: following potio 




















POST: Procurement Officer” 
GRADE: P-3/P-4 
VACANCY ANNOUNCEMENT NO: VA166-48-2000 
DATE ОЕ ISSUANCE: 14 November 2000 
DEADLINE: | 22 December 2000 
REPORTING DATE: As soon as possible 
























DUTIES AND RESPONSIBILITIES: f 
Under the overall supervision of the Chief, Procurement Services Section, 
to: Contribute to the planning and procurement of equipment, supplies and: 
services. Send out invitations (о bid, process incoming bids and prepare: 
submissions to the Committee on: Contracts. Coordinate with the Legal 
Services Section on contractual: matters, Coordinate: and negotiate with 
contractors, Contribute to the establishment and maintenance of the roster 
of vendors and contractors. ‘The P-4: Procurement Officer is also to be: 
responsible for the | verall. planning and procurement of services of а 
designated area as as provide guidance and coordinate the activities: 
of other members of the Procurement Section. , 
















































QUALIFICATIONS: А rr due 
Advanced. university degree in. public or business administration, law, 
economics or a related field. Atleast five years (P-3 level) or seven years - 


(P-4 level) of experience. in the field. of procurement of equipment and 
supplies, part. of which should have been. at the international level; = 
including substantial experience in contract Jaw. Fluency in English and 4 
а good knowledge of at least опе other of the official languages of the ү 
CTBTO Preparatory, Commission: Excellent: communication skills in. 
English essential. 000. 5 p 
















REMUNERATION/CONTRACT: | 
Depending on. professional background. and experience, indicative 
taxfree annual net base salary (inclusive of a variable element: for post: 
adjustment) from US$ 45,517.- (without dependants) and US$ 48,762. 
(with. dependants) at the P-3 level and: from US$ 54,078.- (without: ; 
dependants) and US$ 58,07 L.- (with dependants) at the P-4 level, subject 
to deductions of contr butions to the CTBTO Provident Fund and Health - 
Insurance Scheme: Additional benefits include, when applicable, 
dependency. allowance, education. grant for children, rental subsidy, six 
weeks vacation per year, home leave travel every two years. Initial: 
contract for fixed-term of three years. 


For more information, see the CTBTO Preparatory Commission's home page? 
hap //wwew.ctbto.org. When applying, please quote the aumber of the vacancy 
announcement and complete the CTBTO Preparatory Commission's Personal. History: 
Form, which is obtainable from the home page. If the form is not available, send a detailed 
curriculum vitae, including information on date of birth, nationality, employment history. 
and references. Please note that it is in your interest to supply а complete and ирмей set : 
of personal data, ; 
CTBTO Preparatory Commission, Personnel Section, Vienna lternational Centre, Room 
£0978, P.O. Box 1200, A-1400 Vienna. Tel: (43.1) 26030 6210. Бахт (43; 1326030 5897. Be 
mail: cthto_personnel @etheo.org Please only e-mail ASCH iexcformatted messages and. 
attachments as we are unable to read other formats atthis ime. The CTHTO Preparatory 
Commission reserves the tight to undertake сопезровдерге only with. short e 



























THE PREPARATORY COMMISSION FOR THE COMPREHENSIVE . es 
NUCLEAR-TEST-BAN TREATY ORGANIZATION IS COMMITTED TO A POLICY - 
OF EQUAL EMPLOYMENT OPPORTUNITY. 
APPLICATIONS FROM QUALIFIED FEMALE CANDIDATES ARE 
PARTICULARLY ENCOURAGED. 








Carnegie Mellon 
EXECUTIVE EDUCATION 


First IN E-COMMERCE 


2001 PROGRAMS: 


STRATEGIES FOR E-Commerce H 
Our overview ng the latest business 


ving e-business 


ESS DRIVERS 


im focused on critical e-commerce 


human-co 
March 
June 6-8, 


Industrial Administration 
Carnegie Mellon University 
Phone: 

Email: 

Fax: 


Come to Carnegie Mellon, ranked 
#1 in e-commerce education by 
U.S. News & World Report 


World Wide Web: 


http://www.gsia.cmu.edu/execed 


Í Management of E-Business | 


Online Distance Learning Program | 


The focus of the Management of E-Business Program 
is on Strategic, Managerial and Operational issues 
of E-Business. No Programming/Technical skills 
are required. 


Program Coverage 


New Economy & Basics of E-Business 
Marketing for E-Business 

Managing E-Business Projects 

Strategy & Operations 


TeansworLD TRANSWORLD UNIVERSITY 
EX GRADUATE SCHOOL OFMANAGEMENT 
Visit http://meb.transworld.edu 


DAYBAG DOUBLES AS LAPTOP BAG 











Lettersize, A4, and Legalsize. $650 to $695. 

Includes Glaser Insiders" divider and detachable, adjustable 
shoulder strap. Milled black, textured walnut, milled walnut, 
or natural leather. 


Please call for our free catalog. Toll free 800.234. 1075. 


GLASER DESIGNS f% 
TRAVEL Goons MAKERS E 
32 OTIS ST. SAN FRANCISCO, СА 94103 PHONE 415.552.3188 
FAX 415.431.3999 ECON@GLASERDESIGNS,COM 





For Sale 


A train set in the world’s 
greatest scenic landscape. 


FEE Tae NATIONAL UNIVERSITY of SINGAPORE _ 
a FACULTY OF ARTS AND SOCIAL SCIENCES 


Invitation for Admission to Graduate Programme- 
in Semester 1, 2001 - 2002 


(commencing July/August 300) 


Tranz Rail Limited, a NASDAQ listed rail compan 
seeks expressions of interest for the purchase of its long distant 
passenger operations known as ‘Tranz Scenic’. 


The business covers seven uniquely scenic routes, including tr 
world-renowned TranzAlpine journey across New Zealand 
breathtaking Southern Alps. Current annual revenues are N2$23r 


“This represents a unique opportunity to capitalise on projecte 
New Zealand tourism industry growth thoigh investment in th 
iconic tourist operation. 


Expressions of interest close on. 15 December 200! 


| Please contact Mr Ken James, Tranz Rail Limited, \М/ейїпдтїо! 
New Zealand, Tel: 64 4 498 3000. email: kjamesGtranzrail.co.n 


Tranz Rail | 











Application Procedure 
Application materials | 


LEARN GLOBALLY. STUDY LOCALLY. 


THE GLOBAL MASTER OF ARTS PROGRAM (GMAP) 


Are you an experienced interna- 
tional affairs professional who wants 
to further your education without 
taking a yeat off to do so? Then 
tonsider the GMAP offered by The 
Fletcher Schoot at Tufts University. 
This one-of-a-kind, one-year masters 
program in international relations 
tombines three (3) two-week resi- 
;dency sessions with 31 weeks of 
mediated Web-based learning. 


Asa СМАР student, you can continue 
to perform. your. professional duties 
while you pursue your education. 
You'll work closely with our highly 
respected faculty and receive a top 
quality Fletcher education. Plus, 
you'll become part of our active and 
influential international community. 
Classes start in late july 2001. 
Contact us today to learn more 
about this challenging program. 


THE СМАР INTERNATIONAL CURRICULUM INCLUDES: 
Crisis Management & Analysis • Finance 
International Economic & Business Law 
Leadership & Management + Negotiations 
Technology Policy » Trade Economics & Political Economy 
Transnational Social issues 


TEL: 617-627-2429 WEB: www.fletcher.tufts.edu 
E-MAIL: fletcher-gmap@tufts.edu 


self-addressed Ad-siz an lope (with then name of the course pede at | 
the bottoni left-hand corner) 10 the address given below: 


Graduate Division 
Dean's Office 
Faculty of Arts and Social Sciences 
National University of Singapore 
The Shaw Foundation Building 
г Block AS7, Level 6,5 Arts Link 
Singapore 117570 


< The dosing date is Wednesday, 31 January 2001, 








You can handle any competitor. 
Unless it's your broker. 


` When you. take huge positions in And since we are truly. neutral, 
the global ecuri our research is as objective as it is 
| taking posi- insightful. Jr asti t 
z yours. ——— iiia | Our only goal is to help you get ns ine 


the fastest trade at the best price — 
















to add that much more to your total A REUTERS Company 
_ Performance. ] Nothing comes between you 
For more information, call our and the best price” 


international freephone number 
+800 INSTINET (+800 4678 4638) or 
visit www.instinet.com 
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In the mire 


HEN you are up to your neck in law- 
yers, it is sometimes difficult to imag- 
ine that things could get any messier. Then, 
sometimes, they do. Thanksgiving week has 
brought precious little comfort to the United 
States, or indeed to the world outside, as hith-- 
‘ено discounted worse-case scenarios glided 
into view. For all the entertainment that the 
murky goings-on in Florida have provided— 
“recounts undertaken and abandoned, court 
actions launched and denied, the frantic 
'splashings of the parties, the vicious snapping 
of their advocates—this was the week when 
things began to turn serious, when America’s 
friends actually began to wonder about “соп- 
_ Stitutional crisis”. 
After the Florida Supreme Court's decision to allow three 
` Democratic counties to proceed with manual recounts until 
Sunday night, November 26th, the United States seemed left 
‘with only one reasonably clean way out of its current elec- 
toral swamp—and the number of frightening alternatives be- 
. gan to increase. Things might yet come good; but it is time for 
all the participants in the presidential election to consider the 
risks they are taking. 
The reasonably clean way out is for Al Gore, the Demo- 
cratic candidate, to fail to muster the votes needed to overtake 
- George W. Bush by the court's new deadline. This prospect 
was enhanced on November 22nd by the decision of one 
county, Miami-Dade, to suspend its count, saying it could not 
finish in time. (The Gore team said it would go to court to get 
that decision changed.) If Mr Bush has more votes by Mon- 
day, the vice-president, like many Democrats, would still feel 
cheated. And, having blown what should have been an easy 
victory, Mr Gore would surely know that the chances of his 
being selected to run for the presidency again would be slim 
` (though Richard Nixon, who conceded а close and controver- 
sial race to Jack Kennedy in 1960, won in 1968). Mr Gore's own 
party, fearing a backlash at the polls, would surely force him 
to concede. And America would be left with.Mr Bush. 
Under such circumstances, America could present its elec- 
tion to the world with a reasonably straight face. It could 
claim that its system of democracy had been tested —no 
quarrel there—but had worked its way through the due pro- 
cess of law, all in good time for the electoral college to do its 
job. Even this would need to be qualified. America's voting 
system has been shown to be not just technologically incom- 
petent but structurally flawed, with far too many overseer 
roles given to partisans. As for Mr Bush, he would emerge as a 
weakened president, a leader without a popular mandate, 
and one whose crucial "transition" period to organise his 
presidency had more or less evaporated. 
The fact that this now looks the cleanest outcome indi- 
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cates just how mucky some of the a 

tives might yet be. If Mr Gore musters en 

` votes to pass Mr Bush, then there is a sli 

chance that the Texan governor might con 

^ cede: (After all, unlike a defeated Mr Gore, 
would be a strong candidate next time.) But 
1 суеп were Mr Bush so inclined, it looks highly. 

| unlikely that the Republican Party would let. 
him do it. Whereas only one in five Demo 
crats say. that they would deem a Bush vi 
tory illegitimate, more than 40% of Republi 
cans could not accept Mr Gore in the Whit 
‘House. And they have had the agony of ap- 
pearing to win several times. | 
Working out just how nuclear the Repub-- 
iiid would go if Mr Gore edged ahead is not easy. There ha 
undoubtedly been a degree of bluster: the party’s aim up t 
now has largely been to scare everybody, including tt 
courts, into accepting the current result. More orthodox ор 
tions for the Republicans include a fresh round of legal chal 
lenges, demands for recounts in other states and applyin: 
pressure on Gore electors in the electoral college to chang 
their minds. But already there is talk of Republican politician: 
interfering more directly. The Florida legislature might call: 
special session to choose its state's electoral-college vo 
And there is still room for Congress, which is also controlled: 
by Republicans, to intervene even later. 









































Dealing with the alligators 


Who is to blame? The original fault undoubtedly lies with 
those useless machines апа partisan overseers. Reorganising 
both should be a priority for: politicians on both sides once. 
the current imbroglic is resolved. However, ever since election 
night, the main participants have disgraced themselves. At 
times the two parties have seemed stuck in an escalating 
competition of hypocrisy. Consistency and integrity h 
been trumped by the need to say whatever might convince 
which court. Mr Gore should be blamed for beginning thi 
downward spiral. Mr Bush, however, should be castigated foi 
refusing to countenance what was:surely the fairest po 
solution—a manual recount of all the Florida ballots. 

Had the Florida Supreme Court somehow forced that 
ution on the contestants, it might have won praise. Mr Gore's 
lawyers suggested a full manual recount as a possible optio 
to the court. The justices, who explained their decision to sto 
the Republican secretary of state from certifying the vote on. 
the basis that they. were representing the interest of all Flo 
ida’s voters, talk lamely in a footnote about the two parties 
being uninterested in a full count. The Democrat-domina 
court chose a poor option—recounts in three Democrat cou 
ties that would, as it happens, yield extra votes for Mr Gore, 

One looming nightmare—and one that the Florida Su- 












hat a simple manual recount of the clearly marked ballots 

will be enough for Mr Gore to overtake Mr Bush. Hence the 

` possibility that the (Democratic) canvassing committee will 
start to look for ballots where they can claim that there was 
an intent, unrecognised by the admittedly elderly machines, 
to choose Mr Gore. This is the twilight world of dimpled and 
pregnant chads—and it could rapidly turn to farce. 

If the Democrats should be careful to restrain themselves 





. "Democracy" in Russia 
















Can President Putin tolerate it, and make it real? 


TEARLY a year since Vladimir Putin took charge of Rus- 
3 'sià, as prime minister апа then president, there is an 
odd new mood of hope, laced with fear. The erratic rule of 
. Boris Yeltsin, veering wildly between gloomy inertia and reck- 
less action, has given way to the steely inscrutability and dis- 
_ciplined single-mindedness of a tough, youthful, former ксв 
тап. Most Russians, bar the liberal intelligentsia, are pleased: 
two-thirds of them say they approve of, even trust, Mr Putin. 
Order appears to be replacing drift. The economy is perking 
p. Public-sector workers are being paid. The president has 
romised to curb corruption. It is too soon to say that Russia is 
n the. mend: the country is still a mess, morally and materi- 
Шу. But Mr Putin has a chance of making it better. There is, 
however, one fearsome caveat: he has not yet spotted the nec- 
: essary link between greater economic liberalism and liberal- 
ism of the political sort (see pages 27-30). 
-. Optimists highlight the economy. They see the best pros- 
pect for reforming it since communism collapsed. Parliament 
and president are unusually in tune. A fiscally prudent bud- 
- get for next year has been passed—triumphantly, in the light 
_ of past experience. The informal economy is growing fast. For 
the moment, economic liberals in government have their 
head. A promising new tax code is being enacted; pension 
and tariff reforms are on the way. Mr Putin is bent on getting 
Russia into the World Trade Organisation, which will require 
a raft of still more drastic reforms. 
Abroad, the new president has in the main been making 
.sense. This week in Moscow Britain's prime minister, Tony 
Blair, reaffirmed his faith in him as a respectable global 
partner. For his part, Mr Putin seems to accept that, if Russia is 
to revive, it must co-operate closely with the West, especially 
in the marketplace. He concedes that tracts of Central Europe 
that once came under Russian sway have irrevocably moved 
westwards. Talk of alliance with China has subsided. His Rus- 
sia seeks to stand tall abroad but he is also cutting its army, 
and its nuclear arsenal, down to more sensible size. 

Yet the doubts cannot be overlooked. Better economic fig- 
ures, as Mr Putin himself acknowledges, rest precariously on 
the sky-high price of Russia's abundant oil and the after- 

- effects of the rouble's massive devaluation after the financial 
`. crash two years ago, which gave the country’s creaking indus- 
© {ту a new gasp of life. It remains to be seen whether tax re- 
form will actually encourage people to pay taxes. Meanwhile, 


us 








squabble about voting intent. At present, it seems unlikely L 


p psychologists with ballot papers, then the Re- 
publicans should be even more nervous about using their po- 
litical clout in the state legislature and Congress. Regardless of 
the legality of such a measure (it worked 120 years ago for 
Rutherford Hayes), it would be a travesty of democracy, and a 
£rotesque picture for the United States to present to other less 
healthy democracies around the world. 

With luck, it will not come to that. But the odds of a ca- 
lamity have risen. In this sorry tale, whenever things could get 
worse, they have tended to do just that. 
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foreign investment is still pitifully low. Leaden bureaucracy, 
corruption, illegality and even violence in business are still 
pervasive. If the economy refuses to take off fast, will Mr Pu- 
tin turn his back on his liberal friends and revert to the state 
planners of old? No one can yet be sure. 

There are lingering worries, too, about aspects of Mr Pu- 
tin's foreign policy. He seems keen to accommodate the West, 
yet his pitch for renewed Russian pride often comes with a 
kind of nationalism that unsettles his country's neighbours 
and menaces non-Russians within Russia. His handling of 
Chechnya remains abhorrent. His forces are more or less con- 
taining the secessionists there; but their methods have been 
obscenely disproportionate. His readiness to play with ty- 
rants, such as Slobodan Milosevic or Saddam Hussein, for the 
sake of showing that Russia can still make mischief if it wants 
to, is regrettable. 


Free to grow rich 


Most troubling of all, Mr Putin seems to think that democracy 
and human rights must be bridled if the state is to be more ef- 
ficient and order reimposed. He tends to treat critical journal- 
ists or businessmen as enemies, even traitors. He says he 
wants to make Russia a law-abiding country, but so far seems 
keener to use the law to squash his opponents than to uphold 
it impartially: two of Russia's richest men, who wielded vast 
political influence under Mr Yeltsin's presidency, are now in 
exile facing prosecution at home. Mr Putin may indeed want 
to stamp out corruption, but gunning only for tycoons who 
disagree with him looks patently political. Mr Putin's drive to 
strengthen the state and his own position, as with all incum- 
bents of the Kremlin, risks becoming an end in itself. In this as 
in many other things, his performance to date is fraught with 
ambiguity. 

Yet, despite authoritarian tendencies that hark back to Mr 
Putin's KGB past, Russia's pluralism seems fairly secure. It is al- 
most inconceivable that Russia, with its burgeoning new mid- 
dle class, could be stuffed back into the totalitarian: strait- 
jacket of old. The media, the Internet, the ability to travel, 
young Russians' appetite for knowledge have all wrenched 
the country open. Mr Putin is intelligent and. a quick learner. 
Will he also learn that political pluralism and the broadly 
based creation of wealth go together? 


———À 





THE ECONOMIST NOVEMBER 25TH 2000 





HSBC. It's a sure sign that you're dealing with a world-class 


Those are the numbers. But it’s our integrity and commo 
nancial services organisation. sense solutions that you can truly count on. 


We've been around for more than 130 years. Now we're in Wherever you are in the world, wherever you are in your 


| countries and territories, serving over 25 million customers. HSBC will be there for you. 


HSBC 42 


YOUR WORLD OF FINZ 





NCIAL SERVICES 





ted by HSBC Holdings ple 


е Ce i MU eR | Уке граде TETUR REPERTUS : 


CES ERN کے ا‎ З 49: mE 


means being a global leader 
in producing the cleanest 
burning fossil fuel. 

Natural Gas. 


means being the first 
company to introduce 
cleaner burning fuels to 
many of the world's most 
polluted cities. 


means being the largest 
producer of solar energy 
_in the world, at rd. 


_| means starting а journey 
| that will take і the oN $^ 
expectations of energy - 


beyond v. dee can 


——— 


24-7 


Т =. 1 b. rer. А SENE 247 


"wWww.bp,conm Е 





The price of safety 


Britain spends too much money, not too little, making its railways safe 


N OCTOBER 17th, a train from King's Cross to Leeds 

crashed at Hatfield in Hertfordshire. Four people were 
killed and 34 injured. Next morning, Railtrack, the company 
that runs Britain's railways, attributed the crash to a broken 
rail. There was an outcry in the newspapers: Railtrack was 
paying more attention to its shareholders' dividends than to 
lives, the government had failed to ensure that Railtrack in- 
vested in its passengers’ safety, and a crash like that must 
never be allowed to happen again. 

The government left no doubt that it agreed with the 
newspapers; and, in the five weeks since the crash, Railtrack 
has done its utmost to prove its concern for its customers' 
safety. Rails have been ripped up all over the country, the 
network has descended into chaos, and the length of many 
joumeys has doubled as the company tries to sort the pro- 
blem out (see page 35). Yet surely it is worth all the trouble, if 
even one life is saved? 

No, it is not. The pictures of mangled carriages are ghastly; 
the interviews with bereaved relatives heart-rending. But life 
involves risk, and calculations about how much money to 
spend on reducing danger have to be made in cold blood—or 
at least with a cool head. Governments, which invest in risk- 
reduction through, for instance, road-safety measures, and 
which legislate to require companies to spend on risk- 
reduction, have to ask how many lives a given amount of 
money can be expected to save—they must, in other words, 
set a price on life. 

How much might that be? A worker's probable earnings? 
What a mother would pay to keep her son alive? What a son 
would pay to keep his mother alive? There are no objective 
grounds for determining the price of life, so academics and 
civil servants have resorted to asking people how much they 
would pay to avoid certain risks. In Britain, this process pro- 
duces a broad average price of £1m ($1.4m) per life. The figure 
varies little, from risk to risk. A life is a life, people reckon, 





however it is lost or saved. 

But the government, it seems, is not as rational as the peo- 
ple. Although deaths on the roads vastly outnumber deaths 
on the railways (by 3,423 to 33 in 1999) the railways command 
disproportionately high spending on safety. The advanced 
train protection system, which is installed on some routes, 
would cost more than £2 billion to install nationally, implying 
a price on each life saved of more than £ism. The slightly 
more economical train warning protection system prices life 
at £5m. The transport department's guidelines on road safety 
spending set a price of just over £1m per life. But the figure 
that represents the reality of investment in road safety, the 
one implied by local authorities’ spending on, for instance, 
measures to slow traffic down, or to provide pedestrians with 
safe places to cross roads, is a miserly £100,000 per life. 


Save lives, not politicians' faces 


From the politicians' point of view, this may be rational. No- 
body notices road deaths, but each rail crash generates a 
frenzy of Something-Must-Be-Done editorials. So each time, 
in order to be seen to be doing something, the government 
prods the railways into extra safety spending. 

It may be rationa! from Railtrack's point of view, too. Even 
though Railtrack is a private-sector company these days, it is 
still a regulated monopoly, so the level of its future profits will 
be determined at least in part by the government. There is no 
reason to resist government calls for greater safety: the gov- 
ernment will pay. So, when it prods, Railtrack jumps. 

From society's pcint of view, though, it is far from rational 
to spend 150 times as much on saving a life on the railways as 
on saving a life on the roads. A bereaved mother cares little 
how her child was killed. Many more lives could be saved if 
the money currently being poured into avoiding spectacular 
but rare railway crashes were spent instead on avoiding the 
tragedies that happen ten times every day on the roads. 
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Welcome, Yugoslavia 


But no embrace until Vojislav Kostunica, the new president, delivers 


Slobodan Milosevic up for trial in The Hague 


А THE foreign ministers of Europe and North America 
gather next week for a mini-summit of the Organisation 
for Security and Co-operation in Europe, they have some- 
thing to celebrate: the seating of Yugoslavia as the osce's new- 
est member. While welcoming in the new Yugoslavia, it is 
worth remembering why the old one was turfed out eight 
years ago. Its Serb strongman, Slobodan Milosevic, unleashed, 
first on Bosnia, then on Kosovo, the worst fighting and atroc- 
ities seen in Europe in 5o years. Yugoslavia's new president, 
Vojislav Kostunica, vows to bring stability, not destruction, to 
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the Balkans. Yet for its welcome back into Europe's clubs to be 
truly unreserved, Yugoslavia should expect to obey the rules 
that apply to all. That means eventually delivering Mr Milos- 
evic and other indicted war criminals to the international tri- 
bunal at The Hague, something Mr Kostunica refuses to do. 
Since Mr Kostunica became president last month, Yugo- 
slavia has rejoined the United Nations and agreed to re- 
establish diplomatic relations with America, Britain, France 
and Germany, broken off after Naro's bombing of Serbia. It 
now qualifies for help under the eu-led Stability Pact for the 
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region, and may soon have restored ties with all the indepen- 
dent parts of the old Yugoslavia, including Bosnia. So far, so 
applaudable. The un and the osce are universal clubs, open 
to all but the most egregious offenders. But Yugoslavia has 
also applied to join the Council of Europe, custodian of Eu- 
rope's legally binding human-rights conventions, and ulti- 
mately wants to be considered as a candidate for the £u. Both 
should be ruled out until Mr Milosevic is behind bars. 

Outsiders have been reluctant to press Mr Kostunica on 
the war-crimes issue. Aware that a lot of chip-on-shoulder 
Serbs voted for Mr Milosevic in Yugoslavia's presidential elec- 
tion, no one wants to make martyrs out of him and his 
henchmen, or out of the Bosnian Serb military leaders, such 
as Ratko Mladic and Radovan Karadzic, who are wanted in 
The Hague but are being protected by the Serbs. Mr Kostunica 
has given priority to repairing Yugoslavia's shattered econ- 
omy and pressing on with new elections in Serbia, due to be 
held on December 23rd. But after the elections are over, he 
should be pressed harder over the war-crimes issue. 


Stickler for the law 

Before his election, Mr Kostunica had dismissed the Hague tri- 
bunal as a NATO stooge. It is now being allowed to open an of- 
fice in Belgrade to gather information, but Mr Kostunica 
shows no sign of wanting to round up Serbia's war-crimes 
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suspects. The most he has hinted is that Mr Milosevic and 
others may eventually face charges in Serbia for their blatant 
misrule and corruption there. Given the gravity of the inter- 
national charges laid against them, that is not enough. Soon, it 
may also seem politically unwise. Serbs are only now starting 
to realise the scale of the crimes committed in their name. The 
pressure to bring the likes of Mr Milosevic to book is likely to 
grow. Better for Serbia’s political stability that this be done 
impartially, by the un tribunal. 

Yugoslavia also has a legal and a moral duty to see that Mr 
Milosevic answers the charges against him at The Hague. At 
home Mr Kostunica has resisted sweeping aside Serbia’s old 
guard, insisting that elections and the law are the right way to 
bring about change. But respect for the law does not stop at 
Serbia’s borders. The Hague tribunal was set up by the un, not 
NATO, to prosecute all those—Serbs, Croats or Bosnians— 
responsible for war crimes. As a UN member and a signatory 
to the Dayton accords that ended the Bosnian war, Yugo- 
slavia is obliged to co-operate with it. 

Mr Milosevic and his henchmen stand accused of deliber- 
ately orchestrating violence that took hundreds of thousands 
of lives and uprooted millions, scattering many of them 
across Europe and beyond. Until its former leaders answer for 
these awful crimes, Yugoslavia should get only a welcoming 
handshake from the rest of Europe, not an embrace. 





Disappointment in Japan, again 


Koichi Kato’s failure to seize the prime minister’s job is bad news for the country 


VEN as Japanese political squibs go, it was a pretty damp 

one. Koichi Kato, the leading light on the reformist wing of 
Japan's ruling Liberal Democratic Party (грр), had briefly 
threatened fireworks by planning, with his allies, to vote 
against the country’s hapless prime minister, Yoshiro Mori, in 
a no-confidence motion. Since the Lor, even with its coalition 
partners, holds only a slender majority in the Diet (parlia- 
ment), that would have forced Mr Mori either to resign or to 
call a fresh election. Instead, on November 20th Mr Kato 
backed off, demonstrating how weak the reformists still are, 
and how tenacious the грр'ѕ gerontocrats can be (see page 99). 
After a weekend of arm-twisting by party bosses, who con- 
trol the party's election coffers, half of Mr Kato's faction de- 
serted him. Tearfully staging what he called an “honourable 
retreat", Mr Kato then abstained from the vote. The Tokyo 
stock exchange greeted the survival of Mr Mori, best known 
for a series of verbal gaffes that have sent the cabinet's ap- 
proval rating in opinion polls crashing below the 20% mark, 
by sliding still further. 

Deeply unpopular, and with an uncanny knack for get- 
ting himself into trouble, Mr Mori is unlikely to survive for 
long. Mr Kato's failed rebellion may have prolonged his reign 
a bit. But the greater damage has been to the cause of reform. 
When Mr Mori is eventually dumped, whether that is soon or 
after he takes the rap for what is sure to be a dismal 1рр 
showing in elections to the Diet's Upper House next July, Mr 
Kato is now most unlikely to succeed him. Party elders will 
not want to reward so unprecedented a display of insubordi- 
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nation. There are other reformers, such as Junichiro Koizumi, 
who bravely (but unsuccessfully) proposed privatising Ja- 
pan's post office, but they lack Mr Kato's abilities and stature. 

Blocked within his own party, Mr Kato has sometimes 
hinted that he might leave the rp» altogether, and throw in 
his lot with the main opposition party, the Democratic Party 
of Japan (prj). A strengthened prj would at least be able to 
present Japan's voters with a choice of governments at the 
next election. The great weakness of the Japanese political 
system has been the absence of any real competition for 
votes: the Lpr has held power continuously since its founda- 
tion in 1955, with just one ten-month break in 1993-94. 

But Mr Kato may have difficulty taking many of his sup- 
porters with him. Besides, the opposition parties still lack 
credibility. They are widely seen as being stuffed with грр de- 
serters, and lacking new ideas. Half of Japan's voters say they 
do not support any particular party, and at a prefectural elec- 
tion this month, a candidate backed by both the грр and the 
prj was rejected in favour of an independent. More likely, Mr 
Kato will stay with the грр and fight from within. 


The follies of a one-party state 


There is still much to fight for. Japan's reformists point out 
that, ever since its economy first went into decline in 1991, the 
LDP has been tackling the problem the wrong way: by throw- 
ing money at it. This has more than doubled Japan's gov- 
ernment debt, which now stands at over $5 trillion, or some 
110% of срр, the highest among industrialised countries. Yet 
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`. alone American, levels of growth. Meanwhile, such profligate 
government spending tends to crowd out more efficient priv- 
` ate money, and to make consumers cautious. One credit- 
ratings agency has already downgraded Japan's debt to Aa2, a 

` worrying trend in the world's second-largest economy. 
ү, What Japan ought to be doing is precisely what the LDP 
-finds hardest: deregulating the economy, which is now badly 
handicapped by government red tape, such as the high tele- 
«coms charges that are allowing other Asian countries to over- 
лаке Japan in e-commerce. But that means tackling Japan's 


|... Cross-border mergers are notoriously difficult. But DaimlerChrysler's problems 





1; go much deeper 


T LOOKED, at first, as though it might succeed. When Ger- 
many's Daimler-Benz announced in May 1998 that it was 
- taking over Chrysler, America’s third-largest car company, 
the deal seemed a logical fit between a European luxury-car 
maker and an American maker of Jeep sport-utility vehicles 
“апа minivans. The product and geographical match seemed 
. ideal; the main task would simply be to reap all the econo- 
mies of scale in Rap and engineering. The German manage- 
ment seemed to have thought through every detail to smooth 
he inevitable clashes of culture and style. 

- Yet the merger has so far failed disastrously. The com- 
bined company is worth less than Daimler-Benz was before 
the takeover. The share price stands at less than half its peak. 
Chrysler lost $500m in the third quarter and could lose more 
‘in the fourth. Jürgen Schrempp, DaimlerChrysler's boss, has 
fired two Chrysler chief executives and sent a German hit- 
'squad to Detroit to sort things out; three more of the com- 
` pany's top managers left this week. 

C As always when mergers turn sour, bad luck has played a 
part in this sorry story. Chrysler's minivans were ageing, and 
their (lacklustre) successors came out when the market was 
saturated. The company was famous for its fat margins on ve- 
hicle sales, thanks to its dominance of the minivan and sport- 
utility markets. But once competitors, including Japanese and 
European firms, piled in, margins were squeezed. To that ex- 
. tent Chrysler was always riding for a fall, no matter how ap- 
.. petising it seemed four years ago when Mr Schrempp first 
|. schmoozed with Robert Eaton, Chrysler's then boss. 
~~ Yet reading the market right is even more essential on the 
eve of a merger than in ordinary trading. Mr Schrempp seems 
to have failed to grasp the size of the challenge. Did he never 
ask himself why Chrysler was putting itself on the block in 
the first place? The answer was that Mr Eaton knew that 
Chrysler's stellar performance of the early and mid-1990s 
«could not last. The rising cost of technical development, not 
least to keep abreast of tightening environmental rules, was 
becoming too much for a company that relied on a handful 
of products and one market. 

Should not some of these problems have come to light ear- 
lier? Acquisitive companies such as Daimler-Benz spend mil- 
lions of dollars on "due diligence". But there is always pres- 
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spe cial interest groups: the construction industry, the e retail- 


ers, the post office, the farmers, NTT, the banks. As so often 
happens in one-party states, these have all developed un- 
healthily close links. with the ruling party, which is corre- 
spondingly reluctant to take them on. 

What Mr Kato has realised, but the Lor leadership still re- 
fuses to see, is that this kind of support is no longer enough. 
Thanks partly to electoral reform, and partly to the growth of 
the prj, it is much harder for the Lor to win elections than it 
used to be. The party needs to reach out beyond its traditional 
support-base to the ordinary voter. But as long as it is led by 
politicians like Mr Mori, there is not much chance of that. 





sure for the financial and legal diggers to come up with 
answers that vindicate the hunches of the bosses who dreamt 
up the deal in the first place. Bosses, for their part, may be 
falsely reassured by the due-diligence process, unaware that 
they are often hearing the echo of their own thoughts. An- 
other question is whether Daimler's experience shows that all 
cross-border mergers are doomed to fail. They are undeniably 
harder to do well; yet many of the faults in this case can be 
found in big national mergers too. 


White lies 


One big lesson is that truth is always the best tool of manage- 
ment. Daimler's dealing with its American acquisition has 
been a tale of deception. Mr Schrempp admitted only re- 
cently that the "marriage of equals" pitch was, from the start, 
a mere ruse to sell the deal to Detroit. Cumbrous working par- 
ties toiled away melding Teutonic with American methods of 
running meetings and reaching decisions. There was. much 
talk of “one company, two head offices"—all of it nonsense. 
In the end, both parties agreed to live and let live. But they 
should have been trying to yoke together their engineering 
and product-development work, rather than running Chrys- 
ler as a separate division. 

In the event, DaimlerChrysler got the worst of both 
worlds. There was no synergy between the two arms, and 
Chrysler's management problems grew unheeded. Carping 
criticism from head office in Stuttgart persuaded fed-up 
Chrysler executives to leave for new jobs, further weakening 
the company. The whole episode dismally resembles that of 
BMW'S debacle with Rover, when it left the weak British firm 
it had bought largely to its own devices until it was too late to 
turn it round. 

When Mr Schrempp became boss of Daimler-Benz in 
May 1995, he startled his top managers by asking what they. 
thought about the recent performance of the company's 
share price. Only a couple had the vaguest idea even of its 
level. His aim was to alert managers to the need to deliver . 
value to shareholders. It is time for Mr Schrempp to pay heed 
to the value he has destroyed. If he cannot get Chrysler work-. 
ing and revive the share price soon, he should go. e 
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DEMOCRACY IN RUSSIA 


How free is free? 


MOSCOW 


On paper, Vladimir Putin's Russia is a splendidly democratic place. But there 


are increasingly ominous signs 


EPENDING on where you stand, you 

can be elated by Russia's democratic 
progress since the collapse of the Soviet Un- 
ion a decade ago, or depressed by its short- 
comings; or even both at once. By Soviet 
standards, Russia isincomparably freer than 
itused to be. By the standards of western de- 
mocracies, there is some cause for concern; 
and those concerns are growing, rather than 
diminishing. 

Begin with celebration. After 70 years of 
one-party rule, isolation, repression and 
bouts of mass murder, Russia is now gov- 
erned not by Communist ideologues but by 
rulers who profess democracy. Compared 
with the Soviet era, most people can choose 
where they work and live, travel abroad, 
meet foreigners, try to get rich without being 
punished for it, worship freely, set up politi- 
cal parties, and complain individually or 
with others about most of the country's 
plentiful problems. Some can even send 
their children to private schools. For anyone 
familiar with the horrors of the 
past, it is a cause for great rejoicing. 

But historical perspective does 
not answer the most important 
question: what is happening to 
Russian democracy now? Are its 
current ills—menaced media, 
fixed elections, an over-mighty se- 
curity service, harassment of the 
opposition, xenophobia and rac- 
ism, to name just a few—just 
temporary wobbles, or do they 
mark a slide towards something 
new and nasty? 

Start with the way Russia runs 
its elections. These are free and 
multi-party, and it is hard to argue 
that the man who emerged from 
the last round of parliamentary 
and presidential elections, Viadi- 
mir Putin, was not the candidate 
most Russians wanted. Mr Putin 
was his predecessor’s nominated 
heir; but so, too, were John Major 
and Al Gore. What is more worry- 
ing is that the most important bits 
of the media—state-controlled 
television stations—were biased in 
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his favour. As in the current batch of local 
elections, the Kremlin also used the courts, 
the tax police, and blackmail against its op- 
ponents: many of whom, admittedly, would 
have done just the same given the chance. 
The Chechen war helped too. Some Rus- 
sian journalists and politicians suspect that 
the authorities had a hand in the mysterious 
bombs, in the autumn of 1999, that were its 
ostensible justification. There is no hard evi- 
dence either way: Mr Putin calls the very 
suggestion “immoral”. But the media’s exag- 
gerated portrayal of the war as righteous 
self-defence against international Islamic 
terrorism certainly helped Mr Putin, who 
was then an obscure, newly appointed 
prime minister, to gain popularity quickly. 
The Moscow Times, an English-lan- 
guage daily, recently published a lengthy in- 
vestigation into ballot-rigging in the presi- 
dential election in March. Few doubt that Mr 
Putin, with all his other advantages, would 
have anyway beaten his lacklustre Commu- 



















nist opponent in the run-off. But it may have 
been phantom voters, forgeries and other 
fraud that helped him win a narrow outright 
victory in the first round. According to the 
Moscow Times report, about 1.3m extra vot- 
ers mysteriously appeared on the election 
rolls in the three months before the election; 
and it seems strange, to say the least, that 
Chechnya went so heavily for Mr Putin. 

There was no response to this report. No 
other news organisation picked up the story. 
The few Russians who heard about it 
shrugged cynically. No official bothered to 
refute the details. Contrast that with the cur- 
rent fuss in Florida, and it highlights another 
problem. Democracy is not just about elec- 
tions:it is also about how wrongs are righted. 
In a healthy system, politicians, courts, jour- 
nalists, independent officials and trade un- 
ions are strong and interlocking. A scandal 
broken by a newspaper may well be raised 
in parliament, persuade the public prosecu- 
tor to take action, lead to a public inquiry 
and prompta resignation or a new law. 

In Russia, these institutions, groups and 
processes are weak. At best, the watchdogs 
bark. They rarely if ever bite. As a result, hu- 
man rights are easily abused. On paper, Rus- 
sia subscribes to all the international norms. 
In practice, it isoften a different story. 


Muffled voices 


The press in Russia has all the appearance of 
being free. It is not difficult to start a website, 
ora small newspaper: something unthinka- 
ble ten years ago. But the more effectively 
you criticise the authorities, the more diffi- 
cult life becomes. In the provinces, your 
competitors will be subsidised, either 
through cheap paper and premises, or di- 
rectly. Officials may stop talking to your 
journalists. You risk regular, disruptive in- 
vestigations by the tax, hygiene, fire or la- 
bour inspectors. You may be sued for defa- 
mation, with little chance of acquittal. You 
may find distributing your paper and selling 
advertising very difficult. 

At national level, the Kremlin tolerates, 
more or less, indepen- 
dent newspapers and 
magazines (which typi- 
cally sell a few tens of 
thousands of copies, in а 
country of 140m). But it 
does not like national television chan- 
nels thatitcannotcontrol. Two leading 
tycoons, Boris Berezovsky and Vladi- 
mir Gusinsky, who had built up pow- 
erful media interests, are now in exile, 
facing fraud charges. Other tycoons 
with equally questionable records, 
but better relations with the Kremlin, 
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are flourishing unhindered. 

It is important not to exaggerate the im- 
mediate effects of this. Mr Gusinsky's televi- 
sion station is still broadcasting, and still 
much better than its competitors. Things are 
much worse in most of the rest of the former 
Soviet Union. The Russian authorities’ hos- 
tility to the idea ofa free and effective pressis 
only a shadow of the treatment meted out to 
publishers of samizdat in the Soviet Union. 
Russian media proprietors are not compara- 
ble to the heroic dissidents of the past, who 
used their television channels ruthlessly to 
fight their political battles. Russian journal- 
ism is often indefensibly sensationalist and 
corrupt. 

But as Mr Putin consolidates power, the 
likelihood of greater state control of the me- 
dia is growing. The government is toying 
with a law that would restrict the operations 
of foreign-owned media in Russia, such as 
the Russian language services of Reuters, a 
news agency, or Radio Liberty, a broadcaster 
financed by the American government. In a 
healthy democracy, annoying the authori- 
ties is how many journalists make their ca- 
reers. In Russia, it is a good way to become 
unemployable; many of Mr Gusinsky’s jour- 
nalists hastily left for other jobs when he got 
into trouble. 

The authorities’ motives in all this are 
mixed. Partly it is just convenience, or the be- 
lief that such measures are temporarily nec- 
essary. Partly it reflects Russia’s continuing 
obsession with national security. A critic is 
often portrayed as a saboteur, and one with 
foreign friends is a spy. When he was presi- 
dent, Boris Yeltsin muffled the xenophobic 
reflexes of the Soviet system. 
Under Mr Putin, they seem to 
be returning. 

As head of the rsp (the do- 
mestic-security successor to 
the Soviet xcs), Mr Putin 
bluntly dismissed environ- 
mental groups as fronts for for- 
eign intelligence gathering. He 
has also worried publicly 
about “unauthorised” contacts 
with foreigners. It has now be- 
come quite risky to be a foreign 
researcher or businessman in 
Russia if your field of interest 
includes anything that a spy- 
catcher could possibly con- 
strue as secret. Recent practical 
examples include civil-mili- 
tary relations, arms exports 
andpollution by the armed 
forces. 

The victims are still very 
few: one American business- 
man is currently on trial on 
flimsy-sounding ^ espionage 
charges. A handful of Russians 
are in a similar pickle. Grigory 
Pasko, an environmentalist, 
told Japanese television about 
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the navy's mishandling of nuclear waste. 
After a court decision on November zist, he 
faces a new bout of pre-trial detention. An- 
other American businessman is also cur- 
rently in jail, on trial in a different case. Mr 
Pasko's charge that the "spy mania" is 
sweeping the country sounds overblown. 
But once you start blaming outsiders for 
your problems, it may be difficult to stop. 


Second-class citizens 

This whiff of xenophobia is matched by rac- 
ism. Although Mr Putin had a well-publi- 
cised lunch with the doyen of Soviet-era 
Jewish refusniks, Natan Sharansky, anti- 
Semitism in Russia provokes rather mild of- 
ficial objections. In September, masked 
right-wing extremists stormed into a Jewish 
school in Ryazan, terrifying the children and 
breaking furniture. The police have done 
next to nothing. The recently elected gover- 
nor of the Kursk region, Alexander Mikhai- 
lov, said his fight against Jewish “filth” was 
supported by the president. The Kremlin re- 
buked him, but merely for “foolishness”. Mr 
Putin’s own local representative said he was 
convinced the remarks were not Mr Mikhai- 
lov's “ideological position". 

Jews in fact enjoy considerable religious 
freedom in Russia. For other religions, espe- 
cially smaller and foreign-sounding ones, of- 
ficial obstruction is an increasing nuisance. 
The Salvation Army, for example, which 
feeds around 6,000 hungry Russians every 
monthin the winter, has had to waste tens of 
thousands of dollars in legal fights over reg- 
istration, and the Catholic church has had 
trouble getting visas for its foreign clergy. 





For ethnic minorities in Russia that lack 
the Jews' powerful allies abroad, life is often 
difficult. In official rhetoric, the words “Is- 
lamic” and “terrorist” are interchangeable. 
Efforts by non-Russian nationalities to pre- 
serve their languages and cultures risk de- 
nunciation as “separatism”. When the Che- 
chen war started, thousands of Chechen 
residents of Moscow were simply rounded 
upand thrown out of thecity. Anyone with a 
dark skin (as plenty of foreigners have found 
to their cost) risks harassment from the po- 
lice that can range from a tiresome docu- 
ment check to detention, or worse. 

The Chechen war itself, now 15 months 
old and with no end in sight, overshadows 
all other problems with Russia’s democracy. 
Of course, democracies do fight wars, some- 
times very bloody ones. Anyone wanting to 
stress the uniqueness of Russian crimes in 
Chechnya needs to bear in mind compari- 
sons both geographical (Turkey and the 
Kurds) and historical (France in Algeria), as 
well as the Chechens’ own kidnap industry. 

For all that, Russia's conduct of the war, 
especially in the treatment of prisoners and 
refugees, has been revolting and counter- 
productive. A lengthy new report by Human 
Rights Watch catalogues the tortures in- 
flicted on Chechen detainees, including 
women, young people and theelderly. Many 
Chechens are arrested and abused for no 
better reason than to extract a ransom. “If it 
were possible to gain access to Chechens de- 
tained in Russia one would probably have a 
list of political prisoners running into the 
thousands,” says Alex Anderson of Amnesty 
International, a pressure group. 

The underlying problem is 
that Russia has not consid- 
ered—or really even started 
discussing—what sort of coun- 
try it wants to be. Is the Russian 
Federation basically a Russian 
empire, with a few non-Rus- 
sians living in it as second-class 
citizens? In that case, conflicts 
with resentful or ambitious 
non-Russian nationalities are 
all but inevitable. Or can it be- 
come a multinational country 
where Russian just happens to 
be the main language and cul- 
ture, but where Tatars, Kal- 
myks, and others, who make 
up more than a sixth of the 
population, can feel equally at 
home and respected—like, say, 
Latinos in America or the 
Swedish minority in Finland? 

That might well have a bet- 
ter chance of working eventu- 
ally, although even the most 
advanced and liberal democ- 
racies, including the United 
States, have made quite a hash 
of assimilating people of dif- 
ferent races. In any case, most 
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Russians, used to being the un- 
questioned top dogs in the Soviet 
Union, find it hard to take ethnic 
minorities seriously. 

A second big shortcoming of 
the Russian political system high- 
lighted by the war in Chechnya is 
the weakness of civilian over- 
sight of the armed forces. Al- 
though the elected Duma, 
through its committees, and the 
media have some power to over- 
see and comment on abuses, the 
army, in many respects, is a law 
untoitself. Corruption is rampant. 

This may improve a bit under 
the ambitious military reform 
plans announced earlier this 
month by Mr Putin. But—as with 
many other reforms—improve- 
ments are coming thanks to nar- 
rowly conceived orders from the 
top, rather than the popular will 
channelled through the political system. Mr 
Putin’s main complaint about the army is 
thatitis wasteful and ineffective, not that it is 
brutal and lawless. 

Reform of government isa similar exam- 
ple. Again, it is commendable that this is 
happening at all. Clearly, something had to 
be done about the corrupt and incompetent 
people running Russia’s provinces. Mr Pu- 
tin’s answer, shortly after taking power, was 
to appoint seven prefects, each in charge of a 
dozen or so regions. These men, five of them 
with a military or security background, are 
meant to keep a strict eye on the governors, 
especially when they have imposed local 
laws that differ from federal ones. 

The seven presidential representatives 
are proving quite good at biffing local ty- 
rants. But they are showing little interest in 
putting something more democratic in their 
place. There is little contact with the public, 
no encouragement of independent media. 
The biffing is very selective: the city of Mos- 
cow, for example, has managed so far to 
maintain its unconstitutional system of resi- 
dence permits, a huge source of graft and un- 
fairness. The result may prove more orderly, 
and better for business. But it will not make 
Russia’s regions more democratic. 


Few checks, few balances 


All Russia’s problems of human rights and 
democracy come back to three things: the 
legislature, the executive and the judiciary. 
None works as well as it should. Parliament 
passes laws in a hurry, and has neither the 
ability nor the will to call high officials to ac- 
count. State officials abuse human rights (ei- 
ther on their own, or on orders from on high) 
and work with remarkable slowness and 
disorganisation. The courts almost com- 
pletely fail in their role as the ultimate safe- 
guard of freedom and order. 

Russian parliamentarians largely see 
their job as voting the way they are told (or 





paid), rather than dealing with their voters’ 
grievances. The only post-Communist 
countries that have managed to build a de- 
cent state administration and the rule of law 
are those which had them before 1945. Rus- 
sian bureaucrats behave very rationally: al- 
most everywhere, the rewards for honesty 
and efficiency are tiny. So are the penalties 
for graft and laziness. 

Judges are ill-trained, badly paid and 
under heavy outside pressure. Almost all 
criminal cases end in a conviction. There are 
jury trials in only nine of Russia’s 89 regions. 
Sergei Pashin, a prominent judicial reformer 
and judge, was sacked last month forcriticis- 
ing the conduct of the trial of a conscientious 
objector, and for giving out his telephone 
number during a radio programme. The 
Moscow board of judges said that his be- 
haviour was “not fitting”. 

There is very little sign of this changing. If 
anything, the consolidation of power in the 
past year has made it worse. “We wanted a 
stronger state to make bureaucrats obey the 
law, but Mr Putin sees a stronger state as 
meaning a stronger bureaucracy,” says Lud- 
mila Alexeyeva, who heads a big human- 
rights organisation in Moscow. 

The blame rests not only with Russia’s 
rulers. It also reflects public attitudes and be- 
haviour. First, Russians themselves, quite 
understandably, think that many of their 
lawsare bad and feel nocompunction about 
breaking them. Second, they have little faith 
in formal ways of complaining. As a result, 
they seldom use them. “We have no tradition 
of living by the law,” says Mrs Alexeyeva. 
"Faced with a problem, people try bribes, 
personal connections or force." 

After decades of totalitarianism and 
centuries of autocracy, it would be silly to ex- 
pect Russia to sprout a strong civil society 
and independent institutions like mush- 
rooms. There are plenty of countries that are 
unpleasantly tough with pushy foreigners, 


ethnic minorities and the 
political opposition, but 
have a reasonably stable 
and competent government 
and manage to get a bit freer 
and more prosperous every 
year. Many Russians would 
think that sounded pretty 
£ood. It may well be what 
Mr Putin wants too. If he de- 
livers it, many foreign coun- 
tries would heave a sigh of 
relief. 

Yet Russia's current 
economic stability is peril- 
ously balanced on the high 
oil price. Most of the econ- 
omy is still largely in ruins 
after the Soviet collapse and 
botched reform. Some Rus- 
sians have been speculating 
that the government may be 
planning to move to a “mo- 
bilisation economy" in the 
event of a downturn, which 
would mean a much greater degree of plan- 
ning and controls. If that happened, political 
as well as economic freedoms would suffer. 

Second, the danger of silencing critics is 
that bad policies continue and frustration 
mounts. Harassing greens, rather than listen- 
ing to them, means even less chance of sal- 
vaging Russia’s devastated environment. 
The difficulties put in the way of indepen- 
dent trade unions will keep Russian indus- 
trial workplaces in an awful state. Ethnic mi- 
norities that see their language and culture 
dying tend to start letting off bombs if noone 
listens to them. 


Authoritarian temptations 


Third, heavy-handed habits tend to grow on 
rulers, especially in countries where the bu- 
reaucracy is very incompetent. In general, 
Mr Putin seems keen to avoid the appear- 
ance of authoritarianism. “Our big hope is 
that Mrs Putin likes having tea with the Em- 
press of Japan,” jokes one of Mr Gusinsky’s 
editors. “He won't do anything that risks a 
scandal abroad.” Certainly Mr Putin delights 
in international respectability. On specific 
issues, such as Chechnya, he seems tochoose 
to brazen out criticism from abroad, rather 
than overrule his own hard men. But he 
shows some sign of learning on the job, and, 
even if he has authoritarian instincts, they 
may be checked by experience. 

In sum, there is a respectable case for op- 
timism about Russia; but there is a case for 
pessimism too. When push comes to 
shove—at a time, for example, of national 
emergency—the gains of the past ten years 
will have to guarantee Russian democracy. 
“It is not so gloomy, because of what hap- 
pened in the last ten years,” says Mrs Alex- 
eyeva, a veteran of Soviet-era dissent. “Soci- 
ety can defend itself.” Cross your fingers. 
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Chads and Dade 


America's presidential 
election was no nearer reso- 
lution, and even took a darker 
turn. After the Florida Su- 
preme Court ruled that hand 
recounts should continue in 
three heavily Democratic 
counties, but with a deadline 
of Sunday, the Bush campaign 
appealed to the United States 
Supreme Court. Hand recount- 
ing was stopped in Miami- 
Dade County when officials 
realised they could not count 
all the “dimpled” ballots by 
the deadline; but Al Gore's 
campaign said it would take 
action to force them to go on. 
Tempers frayed on all sides, 
and the Republican vice-presi- 
dential candidate, Dick Che- 
ney, was admitted to hospital 
with a mild heart attack. 


In the final days of campaign- 
ing for Canada’s November 
27th federal election, oppo- 
nents called for an investiga- 
tion of claims that Prime Min- 
ister Jean Chrétien had sought 
a dubious loan for a constitu- 
ent. The ethics commissioner 
said he found nothing wrong. 





Alberto Fujimori did a run- 
ner. Facing the collapse of his 
ten-year regime, he faxed his 
resignation as Peru's president 
from Japan, where he said he 
will stay. Congress, now con- 
trolled by the opposition, de- 
clared him “morally unfit” 
and elected its speaker as 
caretaker president. 


In his first appointments, Vi- 
cente Fox, who takes office 
as Mexico's president on De- 
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cember ist, named several 
businessmen to top cabinet 
jobs, including Francisco Gil 
Diaz as finance minister. 


The annual Ibero-Ameri- 
can summit, held this year 
in Panama, was marked by 
rows about terrorism. Cuba’s 
Fidel Castro refused to sup- 
port an otherwise unanimous 
statement condemning Spain’s 
ETA terrorists. Panama arrested 
a Cuban exile, accused in the 
past of bombings, whom Mr 
Castro claimed had come to 
the summit to kill him. 


Europe’s defence 


Europe's defence ministers, in- 
cluding some from non-EU 
countries, gathered in Brussels 
to discuss details of a planned, 
continentwide rapid-reac- 
tion force of 60,000 soldiers. 


EU agriculture ministers ord- 
ered new rules for testing cat- 
tle for sse, or mad cow dis- 
ease. For the first time, cases 
were discovered in Spain. 


Germany's Social Demo- 
cratic culture minister, Michael 
Naumann, resigned. 


A former Socialist minister, Er- 
nest Lluch, was shot dead in 
Barcelona, Spain, probably 
by the Basque separatist 
group, ETA. 


In Pristina, capital of the uN- 
run province of Kosovo, one 
man was killed when a bomb 
exploded at the office of the 
representative of the Yugoslav 
government. Meanwhile four 
Serb policemen were reported 
killed in fighting with ethnic 
Albanian guerrillas. 


Estrada hangs on 


The president of the Philip- 
pines, Joseph Estrada, was 
further weakened when two 
allies in the Senate deserted 
him and congressmen said 
they had new evidence that 
he had accepted bribes. He 
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faces an impeachment trial 
next month. 


Japan’s troubled prime min- 
ister, Yoshiro Mori, survived a 
vote of no confidence in par- 
liament and prepared to re- 
shuffle his cabinet. But his poll 
ratings sank to new lows, and 
the stockmarket also fell. Se- 
nior members of his party, the 
LDP, said they expected him 
to leave office soon. 





Bill Clinton finished a trip to 
Vietnam where he greeted 
crowds and gave a live broad- 
cast on democracy and cap- 
italism. His communist hosts 
lectured him on socialism. 


India announced a unilateral 
ceasefire in Kashmir, to co- 
incide with Ramadan. But five 
men were shot dead there 
within days. 


China struck a co-operation 
deal with the un’s human 
rights body, the uNHCHR, but 
immediately disputed what 
had been agreed to. 


Fighting on 


The Israeli-Palestinian conflict, 
which had shown signs of 
slackening, intensified. Two 
adults were killed, and several 
children wounded, when an 
Israeli school bus was at- 
tacked in Gaza by Palestinian 
terrorists. In retaliation, Israel 
shelled Palestinian areas in 
Gaza, and shot dead four Fa- 
tah activists. The violence con- 
tinued when two Israelis were 
killed by a car bomb in Israel. 
Egypt withdrew its ambassa- 
dor from Tel Aviv. 
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Iraq began pumping oil to 
Syria through a pipeline that 
had been closed for nearly a 
decade. Members of the UN 

Security Council agitated for 
these sales to be kept within 
the oil-for-food programme. 


Guinea-Bissau's progress to 
political pluralism was 
checked when-a former junta 
leader, General Ansumane 
Mane, challenged President 
Kumba Yalla by declaring 
himself head of the army. The 
armed forces split, and began 
fighting each other. 


Tanzania’s newly re-elected 
president, Benjamin Mkapa, 
said he would set up a com- 
mission to investigate corrup- 
tion in Zanzibar, where votes 
have been rigged, and opposi- 
tion leaders arrested. 


General Jaafer Nimeiri, who 
ruled Sudan from 1969 to 
1985, will run against General 
Omar Bashir at next month’s 
election, which most politi- 
cians are boycotting. Sadiq el- 
Mahdi returned to Sudan after 
four years in exile. 


At a big ом conference on 
global warming in the 
Netherlands talks aimed at 
cutting greenhouse-gas emis- 
sions and combating global 
warming progressed slowly. 





A meeting in Cairo of 2,000 
Arab women from 19 coun- 
tries, including nine first la- 
dies, called formally for equal 
opportunities and for legal 
protection against violence. 
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Broadly favourable 


The оксюз latest Economic 
: Outlook concluded that pros- 
pects for the world econ- 

| omy were "broadly favour- 
able". It said that average 
growth rates in orco coun- 
tries had peaked in 2000 and 
would slow over the next two 
| years to around 395 and that 
employment rates are likely to 
. increase. But interest rates in 












| America's trade deficit in 
goods and services hit another 
record of $34.3 billion in Sep- 
tember, as the booming econ- 
omy kept imports rolling in; 
exports failed to offset this as 

| other economies continued to 
lag and the dollar was strong. 


The £u failed to find much 
cheer in a bill rushed through 
Congress to modify Foreign 
Sales Corporations, a tax break 
for American exporters. The 

| EU continues to.claim that 

| FSCS give American companies 
an unfair advantage; it may 
impose trade sanctions 
worth over $4 billion next 
year after the wro rules on 
the matter. 


| French resistance 


А French court ordered Ya- 

1 hoot, an American-based In- 
ternet portal, чо block French 
users from auction sites selling 
Nazi memorabilia. The com- 
pany had agreed to bar the 
sale of such items through its 
French-language portal, but 
the judgment extends to its 
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| Third Reich. The ruling may 
| prove an important test of the 


| by 15%. 


American-based sites, obliging 
Yahoo! to filter out French vis- 
itors with a penchant for the 


power of national jurisdictions 
to curtail the global reach of 
the Internet. 


In another blow for Yahoo!, 
Mary Meeker, doyenne of 
dot.com analysts, said reve- 
nues in the next nine months 
might fall below earlier esti- 
mates, She blamed the “tough 
and wacky” world of online 
advertising, Yahoo! shares fell 





Oracle, the world’s second- 
largest software company, suf- | 
fered a reversal when Gary 
Bloom, touted as Larry Elli- 
son’s heir-apparent as chief 
executive, said he would leave 
the company. Oracle shares 
fell by 14%. 


The Nasdaq Composite 
Index fell below 2,800 amid 
continuing uncertainty over 
America’s presidential election 
and bad news from the new 
economy. Japan's stockmark- 
ets also slipped; the Nikkei 
225 hit its lowest level for 20 
months after Yoshiro Mori, the 
country’s unpopular prime 
minister, clung to power in 
spite of narrowly surviving a 
vote of no confidence, 





France Telecom took the 
latest of several steps intended 
to move it into the European 
telecoms big league. The state- 
controlled company took a 
54.3% stake in Equant, a 
Dutch corporate data special- 





| ist, valuing it at around €103 


| 
| 


billion ($8.7 billion). And Wa- | 
nadoo, a French Internet ser- | 
vice provider owned by | 
France Telecom, said that it i 
was in takeover talks with 
Freeserve, a British rsp that is 
80% owned by Dixons, an | 
electrical-goods retailer. | 
i 
| 


Easier, an online house-sell- | 
ing service, became the first 
British-listed dot.com to throw 





in the towel. It decided to cut 
its losses and keep the £5m 
($7m) remaining from £11m it 
raised on flotation. Easier’s 
two founders, each owning 
18.5% of the shell, have offered 
to buy 75% of the business, 
which they believe they can 
turn around. 


Telefonica Moviles, a Span- 
ish mobile-phone operator, 
announced an initial public 
offering priced near the bot- 
tom of its planned range, to 


| raise around €38 billion ($3.2 


billion). 


Germany's government raised 
€6.6 billion ($5.6 billion) from 
the sale of 25% of Deutsche 
Post, in which it retains a 
majority stake. The shares rose 
a bit when trading began. 


News you can use 





Northern & Shell paid 
£125m ($177m) for Express 
Newspapers, publishers of 


| the Daily and Sunday Express 


and Daily Star. As the pub- 
lisher of ОК!, a celebrity life- 
style magazine, the self- 
explanatory Nude Readers’ 
Wives, Asian Babes and other 
soft-porn titles, the firm per- 
haps detected synergies that 
might come from owning Brit- 
ish tabloids. 


KLM Royal Dutch Air- 
lines, is to launch another 
low-cost airline, Basiq Air, 


| operating from Amsterdam to 


add to Buzz, its British-based 


| operation. Basiq will compete 


directly on new routes an- 


| nounced by Easyjet, a British 


no-frills carrier. 








| 
| 
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Coca-Cola's newish chief 
executive, Douglas Daft, suf- 
fered a setback. The soft- 
drinks giant's board rejected 
his plan to acquire Quaker 
Oats, makers of Gatorade, a 
leading “sports” drink, for 
shares worth $15.8 billion. ' 
Quaker's board turned down 
an offer from PepsiCo earlier 
this month. Danone, а 
French group, has also aban- 
doned its pursuit of Quaker. 


The troubled transatlantic car 
giant, DaimlerChrysler, is 
temporarily to close three 
Chrysler plants in North 
America. Daimler has recently 
replaced several top executives 
at Chrysler, which continues 
to produce poor results. 


Losing its Barings 


ING, a Dutch financial group, 
said that it would scale back 
its investment-banking arm, 
ING Barings, to concentrate on 
emerging markets, in an ad- 
mission that its global preten- 
sions had lapsed. Barings, 
bought for £1 five years ago 
after spectacular losses from 
unauthorised futures trading, 
has failed to deliver the per- 
formance needed for a mid- 
sized investment bank. 











| 
| 
| 
| 
Banco Santander Central | 
Hispano, Spain's biggest | 
bank, paid 7.05 billion reais 
($3.7 billion) for a controlling 
interest in Banespa, a state- 
owned Brazilian bank, com- | 
fortably outbidding a couple | 
of local banks. But the handy 
addition to its Latin American 
portfolio came at what was 
perceived as a very high price. 
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Building relationships. 


Building the future. 


К was three days of sheer: energy. ү Some of the best Asian names in the internet, telecom 
banking, utilities; media, consumer, technology, transport and logistics sectors met with over 340 investors. 
| At ING Barings' 2nd Asia In-Depth Investment Summit 2000 i in Singapore, we discussed, 
"debated. and helped shape the future of Asia. And to slow down, 
we caught all the action and excitement of the Malaysian Grand Prix. 
We'd like to thank all the participants for making this year's summit the best ever. And we look 
forward to having all of you at next year's event. We promise it will leave you energised. 











Ltd + AMME: Holdings Berhad * Aretae Interactive Ltd « Ariba Singapore Pte Ltd Asia | 

. Satellite Telecommunications Co.Ltd * Bank Central Asia ©: Bank МР « British American, | 
Tobacco (M'sia) Berhad # Bharti Telecom Limited. * Cargill eBusiness « Cathay Pacific 

“Airways Ltd + Celestial Asia Securities Holdings Ltd » China Merchants Holdings. 
'€hinadatcom Corporation * Chinátrust Commercial: Bank 

i 

i 

i 




























/Chohung Bank * Commerce Asset-Holding Berhad * Dah Sing Bank Ltd * Daum 
jiomimunications ө 085 Group Holdings Ltd * Ecquaria Technologies Pte Ltd * E-Net 
Corporation * Equitable PC Bank e ‘Finesse Alliance International Pte Ltd * Giordano 
international Ltd + Glorious "Sun Enterprises Ltd * Greencool Technology Holdings Ltd ж 
Haansoft Inc * Hana Microelectronics Püblic Co Ltd * Henderson Cyber Ltd + Hong Kong 
Chinese Bank Ltd + Housing and Commercial Bank * Indonesian Banking Restructuring 
Agency ж INDOSAT v Infosys Technologies Limited # Internet Auction Co Ltd ж Kimo.com 
"Corporation v Konsortium: Logistik Bhd. # Korea Electrical Power Corporation. + Korea 
| Telecom «LG Horne Shopping » Li & Fung (Trading) Ltd'* LM Ericsson + Manila Electric | 
Company ж. marchFIRST - Limited» Media Corporation of Singapore Pte Ltd | 
* National Energy Policy Office + Neptune Orient Lines Ltd * NetEase Inc + NetStar | 
“international. Holding Ltd's NetTasking Inc « Ogden Energy Asia Pacific Ltd • РТ, Pasifik | 
Satelit Nusantata + Pacific Broadband Co Ltd + Pengurusan Danaharta Nasional Berhad | 
: * Philippine Long: Distance Telephone Company * Phoenix Satellite Television Co Ltd | 
+ ProMOS Technologies Inc * PT HM Sampoerna + PT Indofood Sukses Makmur ТЫК э Sa. | 
$a international. Holdings Limited * Samsung Corporation + Shandong International 

Power Development Co Ltd. * Singapore Network Services Pte Ltd ж Singapore. Press | 
Holdings Ltd * Sithe Energies Asia * South African Breweries Int'l (Asia) Ltd « South China 
Morning. Post (Holdings) Limited + SPH Asia One Pte Ltd * SUNDAY Communications 
Limited. « Sunplus Technology Co Ltd • Taiwan Semiconductor Manufacturing Co Ltd 
a TelecomAsia Corporation Public Co Ltd « Television Broadcasts Limited * Tenaga 
Nasional Berhad * The Hong Kong and China Gas Co Ltd + Timeless Software Limited 
» Tsingtao Brewery Co Ltd + United Broadcasting Corporation Public Co Ltd + United 
World Chinese Commercial Bank Ltd e VCHEQ.COM Pte Ltd + Venture Manufacturing (5) 
Ltd VIA Technologies Inc * Web Connection * YTL Corporation Berhad 





BARINGS 


www.ingbarings.com 


І ^ Silicon (М (Malaysia Sdr id + AcrossAsia Multimedia Limited + AES Transpower Private | : . : 
| 








the night of November 18th, when a dozer 
so of Mr Kato's 45-strong factio 
Nonaka's emissary in Tokyo's Miyako | 
Their loyalty, it is whispered, was secu 
the party's. time-honoured. fash 
bags full of crisp Y10,000 (roughly, $90) n 
2 for future campaign funds. With his factio! 
split, Mr Kato was finished. 
| cU fheapr is in no mood to celebrate. М 
‘Mori limps on for now. But with only week 
Доро before a cabinet reshuffle to prepare fo 
- sweeping administrative reforms in the ne 
г year, the party is in a desperate mess. Its 1 
“eral wing, which Mr Kato led, is broken ап 
alienated.’ Young reformers аге pitche 
against their ageing leaders. Even the грр? 
conservative mainstream is spliton whether 
‘Mr Mori should struggle on. Some wa 
fresh face to fight next summer's Up 
. House elections which, at this rate, the party 
: looks like losing heavily. : 
-For all these reasons, Mr Mori may st 
‚resign soon. Shifting factional politics no 
ui i s. _ ax] favour as his replacement Yohei Kono, 
MS foreign minister, whose supporters lool 
/ : ang om. E ` likely to merge with Mr Kato's defectors an 
Japan S al e Ге e ion inherit his faction’s name. 
{ А ‘Even then, the upp faces a most uncer- 
tain future. Mr Kato was challenging th 
“power of the handful of elderly autoc 
who run. the party. Among them аге Mr 
Nonaka, Shizuka Kamei, head of the грр. 
powerful policy research council, and Mikio 
Aoki, who was given control of the party’s 
most important. political- funding network 
by Noboru Takeshita, a former prime mini: 
T WAS all too much in the end for Koichi — lift some of the cynicism that has settled so ter who died earlier this year. Unlike 
Kato, the leader of an ill-fated rebellion firmly over Mr Mori's cabinet this year. Mr Takeshita, however, the party's currentle 
from inside the Liberal Democratic Party  Kato’s website was swamped with messages -ers seem to lack the touch that is needed to 
(tor), which rules at the head of Japan’sco- of encouragement. Newspapers rallied tohis ^ unite the tor’s broad church. Like Mr Mori 
alition government. A motion of no confi- — support. In train stations and in the streets; Mr Aoki is uninspiring, while Mr Kamei is an 
dence in Yoshiro Mori, the prime minister, straw polls delivered an overwhelming vote | intemperate blowhard whose far-right 
awaited a vote in parliament. Opposition іп favour of Mr Mori's resignation. Now, the views no-one takes seriously. Power increas- 
parties were already in their seats, expecting Japanese feel betrayed once again by their . ingly defaults to Mr Nonaka, the Lpp’s secre! 
the backing of Mr Kato's rebels. Yet, fighting leaders, and Mr Kato has been branded an policeman who, with his extensive files on 
` back the tears, Mr Kato urged his supporters unprincipled coward. NE 
not to vote against the Lp» after all. Only Mr That seems harsh. But Mr Kato 
Kato and Taku Yamasaki, his old friend and has shown himself to be sorely lack- 
ally who had stuck with him to the last, | ing in basic political skills. His misty- 
would defy the party, inviting their certain eyed faith in the will of the people 
expulsion. But even thislasthonourableges- was no match for the hobnailed boot 
ture was denied to Mr Kato. As he prepared of Hiromu Nonaka, the veteran LDP 
to leave for parliament, his supporters lawmaker whom the party picked to 
thronged around him, imploring "Kato- stamp out the rebellion. As Mr Kato 
sensei” not to fall on his sword. Mr Katocol- humbly acknowledged this week, he 
lapsed into a chair, a broken man, his thought only of his lofty goals, not 
dreams of reform shattered around him. about the grubby business of how to 
` Public drama like this is rare indeed in achieve them. Mr Nonaka outfought 
Japan's carefully scripted politics. Yet for a him at every turn, once again con- 
г brief, inspiring couple of weeks, Mr Katos firming his reputation as the hardest 
well-intentioned efforts to change the tpp’s тап in Japanese politics. Fittingly 
_ stubbornly old-fashioned ways helped to enough, the knockout blow came on 
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Yoshiro Mori, Japan’s prime minister, limps on for now. But his party is in a 
desperate mess 
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party members' peccadillos, rules in a cli- 
mate of fear. Mr Kato's rebellion was as 
much about the failings of the грр% leader- 
shipas about his own ambitions. 

These ambitions, first and foremost, 
were to open the party's eyes to the crisis in 
its support base. Before electoral reforms in 
1993 abolished Japan's multi-seat constit- 
uencies, LDP politicians could secure a seat 
with 15% or less of the popular vote. So long 
as the party's favoured candidate was prop- 
erly plugged in to the local organised vote— 
construction company workers, post-office 
employees, and so on—re-election was more 
orlessa formality. Japan's present mixture of 
proportional representation and single-seat 
constituencies demands politics with a 
much broader appeal, pitched more 
squarely at the urban consumer. In the most 
recent general election, held in June, the LDP 
won just 28% of the popular vote. Gerry- 
mandered constituencies and an improb- 
able coalition with the Buddhists keep the 
party in power for now. But with its vote 
slipping all the time, the Lp still looks only 





one election away from disaster. 

So far, however, the party has failed dis- 
mally in its efforts to adjust to these harsh 
new realities. It champions the information- 
technology revolution; but its many politi- 
cians who are bankrolled by Nippon Tele- 
graph and Telephone, the incumbent 
monopolist, hold back sorely needed 


change. The party’s grubby meddlings de- 
grade the efforts of the bureaucrats to clean 
up the banks. As the state’s debts mount, 
even the minority who benefit from the 
LpP's largesse are beginning to entertain 
doubts about the wisdom of its policies. Re- 
volts over unwanted public-works projects 
have recently broken out all over the coun- 
try, propelling independent candidates to 
power in local elections on the promise that 
they will attack the state's profligacy. 

Maybe, after this week's drama, the LDP 
will finally catch on that it must either 
change or face ruin. More likely, those voters 
who had held a sortof despairing hope in the 
party’s ability to remake itself will now 
switch allegiance to the opposition, acceler- 
ating the Lpr's demise. Perhaps sensing his 
own rising fortunes, Yukio Hatoyama, the 
leader of the Democrats, the biggest opposi- 
tion party, gave a surprisingly spirited per- 
formance in parliament this week, slam- 
ming the Lpr for its drift further and further 
away from the concerns of ordinary Japa- 
nese people. 

— | 





Vietnam 


A war of words 


HANOI 


ILL CLINTON was not the only person 

advocating change in Vietnam last 
week. On November 17th a former South 
Vietnamese fighter pilot—now an American 
citizen—flew over Ho Chi Minh City in a 
chartered plane from Thailand, dropping 
anti-communist leaflets and urging people 
to overthrow their government. Meanwhile, 
Mr Clinton was in the capital, Hanoi, de- 
livering a slightly subtler message through a 
far more powerful medium. 

Mr Clinton's visit to Hanoi was the first 
ever by a serving American president, and 
the highlight of his first full day in town was 
a speech he gave to students at the city's Na- 
tional University. Vietnam’s leaders had 
agreed to broadcast the speech live on televi- 
sion, and Mr Clinton, as relaxed in this ele- 
ment as a Vietnamese farmer ina rice paddy, 
seized the chance. He talked only partly 
about the war that had humiliated his coun- 
try, focusing especially on the desire of fam- 
ilies in both countries to find the bodies of 
those they had lost. To help the Vietnamese 
locate some of those fallen, he pledged to 
turn over 1.4m new pages of documents on 
the war. But after dispensing with the past, 
Mr Clinton issued a clear challenge to the 
Communist leadership’s view of the future. 

With a bust of Ho Chi Minh looming 
over his shoulder, Mr Clinton praised the 
entrepreneurial spirit of the Vietnamese 
people. He talked about the benefits of 
globalisation—“the economic equivalent of 
a force of nature, like wind or water"—and 


drew an explicit contrast between the rapid 
growth of countries that had embraced it 
and the economic failures of those that had 
not. He talked about the bilateral trade 
agreement that the two countries signed in 
July, suggesting that his young audience 
would fare much better if their country fol- 
lowed through on it. Using the rhetorical 
skills that have carved up opponents at 
home, he bolstered his case with a quote 
from Vietnam’s top Communist Party offi- 
cial: the general secretary, Le Kha Phieu. 

Mr Phieu was not amused, and said so 
bluntly during a private meeting with Mr 
Clinton the next day, lecturing the president 
on Vietnam’s achievements, and insisting 
firmly that “the future of the Vietnamese na- 
tion is independence and socialism." 

The country’s independence is not in 
doubt. But it is harder to guess how socialism 
will fare as the Communist gerontocracy 
dies off. One of the most frequently cited sta- 
tistics about Vietnam is that 60% of its popu- 
lation was bom after 1975. And although tens 
of thousands of those youngsters lined the 
roads to greet Mr Clinton, there is no telling 
how they will ultimately react to the global 
economic forces that he came to espouse. 
What is clear, however, is that their reaction 
will depend partly on how their leadership 
generates the 1.2m new jobs a year they will 
be looking for. 

In response to those pressures, even Ho 
Chi Minh’s intellectual descendants have 
had to bend with the wind. The government 





Clinton takes on Uncle Ho 


continues to make it easier for private-sector 
companies to do business; earlier this year it 
even opened a new stockmarket in Ho Chi 
Minh City, through which it plans to unload 
stakes in many state-owned firms. It has 
also, grudgingly, made some small conces- 
sions to attract more foreign investors. Some 
of those will no doubt be coming from the 
pool of im ethnic Vietnamese now living in 
America, who will be encouraged by the 
new trade deal. They will be competing or 
co-operating with a growing number of lo- 
cal entrepreneurs. Before long, the Commu- 
nist Party’s leaders may find themselves with 
too many capitalists to lecture. 





EU 


China 
Running out of 


steam 


BEUING 


NEW obsession is fast replacing China's 
ient concern with ensuring enough 
grain to feed its many mouths: ensuring 
enough energy supplies to drive its power 
stations and cars. Volatile international oil 
prices, rapidly rising demand for energy, and 
nightmarish air pollution: all have brought 
the issue of energy security to the top of the 
government's cluttered agenda. 

Energy demand is currently growing by 
about 3.5% a year, and is expected to double 
over thenext 20 years, placing Chinaona par 
as an energy-guzzler with Europe. Yet 
China's energy mix is old-fashioned. It has 
long had an unhealthy dependence upon 
coal, which accounts for nearly four-fifths of 
its total energy supply, compared with 5096 
of America’s. Іп its emissions of carbon diox- 
ide, China is second only to America, ac- 
counting for 14% of the world total. And the 
country boasts the world's most polluted 
cities. The World Bank guesses that 200,000 
peoplein bigcitiesdie prematurely each year 
because of air pollution. 

The government is trying to clean up the 
coal sector. Itclaims it will close 18,000 mines, 
from state-owned ones to ma-and-pa af- 
fairs, this year. Foreign companies are also 
being asked to introduce cleaner coal tech- 
nologies. 

China used notto worry too much about 
its crude-oil supplies, because it had plenty 
of reserves at home, mainly in the north- 
east. It became a net importer only in 1993, 
and for much of that decade it enjoyed low 
international crude prices. Higher prices in 
the past year have brought home to the lead- 
ership just how dependent China now is on 
imported oil, as well as how inefficient its 
state refineries are. 

China’s own depleted fields are unlikely 
to be able to pump out more; indeed total 
production will probably fall. Meanwhile, 
Royal Dutch/Shell forecasts that oil con- 
sumption will rise by 80% by 2010, as car use 





soars. China’s rate of ownership, at 3.2 vehi- 
cles per 1,000, is for now lower even than In- 
dia’s, and 200 times lower than America’s. 
But China is still vulnerable to oil-price 
shocks. One-third of the crude oil processed 
in Chinese refineries is now foreign. 

Higher oil prices have frightened Chi- 
nese policy-makers into ensuring an ade- 
quate and reliable supply. Where, ten years 
ago, China had only three suppliers of oil 
(Iran, Oman and Indonesia), it now has 
nearer a dozen, including Russia, America, 
Saudi Arabia and Argentina. It is investing in 
other countries’ facilities in return for more 
predictable supplies. It is opening up its own 
protected and inefficient state oil sector to 
foreign firms. And in recent months talk has 
turned to creating a strategic reserve. 

But most of the talk these days is of gas. 
Consumption of this cleaner fuel is low— 
just 2.5% of total energy use in China, an 
eighth of the oEcp average—but will rise 
fast. China is reckoned to hold vast reserves 
of gas: 70-120 years’ supply at current con- 
sumption levels. The inhospitable Tarim ba- 
sin in Xinjiang province, in China’s far west, 


Some milestone 


BEUING 


TOOK China and the United Nations 
nearly two years to come to terms on the 
human-rights agreement they signed on 
November 2oth in Beijing. The document, 
described by the uw's High Commis- 
sioner for Human Rights, Mary Robinson, 
asa "milestone", calls for a programme of 
educational and technical co-operative 
projects with Chinese police, prosecutors, 
judges and academics aimed at improv- 
ing the protection of civil and political 
rights in China. 

But it took only a single day after the 
signing for the core disagreement between 
the two sides to surface publicly. Chinese 
officials, including President Jiang Zemin, 
remarked that each country has its own 
history and culture and must likewise 
haveitsown approach toquestions of hu- 
man rights. "The world should be a col- 
ourful one," Mr Jiang insisted. 

Mrs Robinson, however, suggested 
that for the new co-operative venture to 
succeed, China must drop its love of 
moral relativism and instead accept “the 
universality” of international standards. 
Specifically, she urged China not only to 
accept a visit by Sir Nigel Rodley, her spe- 
cial rapporteur on torture, but also to al- 
low him to conduct his business accord- 
ing to his usual remit, without restricting 
him toa mere “friendly visit”. 

Diplomats doubt that China will 
agree any time soon to such unfettered ac- 
cess by outside observers. And there is no 
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1 alone said to hold one-fifth of China's re- 
serves. Foreigners are being urged to help 
5uild a proposed set of pipelines, 4,200 kilo- 
metres (2,600 miles) long, from Xinjiang to 
Shanghai. Yet enthusiasm is not particularly 
high, for foreigners are largely excluded by 
China National Petroleum Corporation 
from the more lucrative chance to develop 
the Tarim basin itself. 

Only when China tempts foreign oil gi- 
ants with a greater share of the pie—the de- 
velopment of gas fields at one end, and more 
chancestosell gas and petrol toconsumersat 
che other—will China's gas reserves be put to 
best use. But even that won't be enough to 
meet China's future energy demands. The 
next decade is likely to sec enormous invest- 
mentsin pipelines from the giant gas fields of 
Russia and Kazakhstan. The terminal for li- 
quefied natural gas that is being proposed 
for Guangdong is probably the first of sev- 
eral along the coast. The outcome will be a 
greater reliance upon imported energy, but 
in a way that China hopes will increase its 
security, not undermine it. 





reason either tothink thatChina will yield 
ground on the broader philosophical 
point. Only recently has China agreed to 
talk to outsiders about human rights at all. 
И does so now only on the basis of “equal 
and mutual exchanges”, and it still con- 
demns any foreign criticism as unwel- 
come “interference” in its internal affairs. 

However prickly the Chinese govern- 
ment may be, itclearly thinks it has some- 
thing to gain from agreements such as the 
new one signed with Mrs Robinson. In no 
small part, that has to do with the limited 
nature of the programme itself. China's 
leaders will not start going easy on politi- 
cal dissenters; nor will they hesitate to ex- 
ercise police as firmly as they feel 
they must. But neither do they benefit 
from the sort of gross excesses routinely 
committed by local police and officials 
around the country. China has been mak- 
ing substantial efforts on its own to curb 
such excesses, and these might well bene- 
fit from co-operation with outsiders. 

On another level, China knows it can 
score valuable political points by agreeing 
tosuch human-rights initiatives. The gov- 
ernment in Beijing, says one western di- 
plomat, “is very good at exploiting our 
need for tangible results.” Indeed, foreign 
human-rights monitoring groups give 
warning that China’s government often 
points to the existence of such paper 


agreements as proof of progress, even as it 
brazenly flouts their terms. 
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Kashmir 


Wary of peace 


DELHI 


F THE adjective "Vajpayan" were in the 

dictionary, it would describe gestures that 
arouse hopes but then recede without quite 
disappearing, sometimes through no fault of 
their author's. Last year's peacemaking jour- 
ney by India's prime minister, Atal Behari 
Vajpayee, to Lahore in Pakistan was one 
such; India's economic reforms are studded 
with Vajpayan promises. And now Mr Vaj- 
payee has made what looks like a charac- 
teristic gesture on Kashmir, the Muslim-ma- 
jority state over which India and Pakistan 
tussle: a unilateral ceasefire in India's war 
against separatist guerrillas during the forth- 
coming holy month of Ramadan. Western 
powers, thought to have applied pressure for 
such an offer, have applauded. 

Thelast time there was talk of truces and 
negotiations was in the summer, when one 
of the main militant groups, Hizbul Mujahi- 
deen, surprised the world by offering a uni- 
lateral ceasefire. That initiative died when 
Hizbul demanded that Pakistan be party to 
any talks. India, which regards dialogue with 
separatists as an internal matter and accuses 
Pakistan of promoting insurgency in Kash- 
mir, re Kashmir returned to its routine 
of carnage, in which perhaps 30,000 people 
have died over the past dozen years. Is there 
any reason to hope for better this time? 

The truce has drawn mixed reviews. 
Hardline militant groups, based in Pakistan 
and mostly manned by non-Kashmiris, re- 
jected the truce outright. Pakistan reacted 
with suspicion, saying the truce “could be 
part of India's effort to impose a military sol- 
ution.” To prove it is not, India would have to 
end repression. On November 21st five peo- 
ple from a lorry convoy were murdered in 
Kashmir, a sign, perhaps, of the militants’ 
disdain for the offer. 


i Р Ы 
Looking for hopeful signs 





Groups with deeper roots in Kashmir, 
caught between their obligations to ordinary 
Kashmiris and their dependence on and fear 
of Pakistan, were more cautious. The All- 
Party Hurriyat Conference, composed of 
some two dozen separatist groups that are 
themselves divided over the role of the gun 
and over whether Kashmir should be inde- 
pendent or part of Pakistan, had prevari- 
cated during the last peace move. This time it 
is trying to sound more welcoming. Mr Vaj- 
payee's offer shows a “positive change" in 
India's attitude, said a spokesman. To make it 
work, Hurriyat leaders would have to talk to 
Pakistan and to leaders of armed groups. 
Hizbul Mujahideen, which is preponder- 
antly Kashmiri, said it would welcome the 
ceasefire, but still insists that India acknowl- 
edge that Kashmir is a "disputed" territory 
and that the dialogue include Pakistan as 
well as the Kashmiri people. 

Whether the proposed ceasefire leads 
anywhere this time depends on whether dif- 
ferences that are reconcilable in theory can 
be overcome in fact. India removed one ob- 
stacle last summer, by dropping its insis- 
tence that the separatists accept the Indian 
constitution at the outset of talks. The sticki- 
est issue now is the role of Pakistan, which 
administers a large chunk of Kashmir and 
backs insurgency on India’s side of the state. 
India has spurned dialogue with Pakistan 
since its abortive attempt last year to grab 
territory in Kashmir on India’s side of the 
“line of control”. So frosty is India’s attitude 
that it recently blocked an Indian cricket 
tour of Pakistan. Separatists and their Paki- 
stani patrons insist on “tripartite” talks, in- 
cluding Kashmiris, India and Pakistan. 

The stalemate could be breakable. Mr 
Vajpayee promised in Lahore to discuss 
Kashmir with Pakistan; the promise holds, 
says India, if Pakistan ends “cross-border 
terrorism”. A ceasefire, if widely observed, 
should help do just that. If dialogue begins 
separately with Kashmiri rebels and with 
Pakistan, it is not beyond the wit of di- 
plomats to bring the two tracks 
together eventually, giving the 
talks the “tripartite” character 
that India’s foes seek. 

The problem is that each 
side sees in small concessions 
the seeds of ultimate defeat. To 
Pakistan, suspending insur- 
gency seems tantamount to 
relinquishing its claim over 
Kashmir. To India, allowing 
Pakistan any role in determin- 
ing the state’s future is a short 
step from granting that claim. 
“Triangular engagement [on 
Kashmir] is out of the ques- 
tion," says a spokesman of In- 
dia's foreign ministry. Pakistan 
suspects that Mr Vajpayee's of- 
feris nothing more than a ploy 
todivide Kashmiris and co-opt 


the more pliable ones. India thinks that Pak- 
istan's armed forces, which run the country, 
can justify their privileges only by waging 
their futile war over Kashmir. 

If peace is to advance, both sides will 
have to be proved wrong. India will have to 
find a way of talking to Pakistan about Kash- 
mir without believing that means surren- 
deringit. Pakistan will have to decide that the 
risksof waroutweigh those of peace. 

а 





Pakistan 


Strange alliance 


LAHORE 


OLITICS in Pakistan is never dull, even if 

it is sometimes predictable. The long- 
awaited split in the Pakistan Muslim League 
of the deposed prime minister, Nawaz Sha- 
rif, finally occurred on November 20th. A re- 
bellious faction seized the party’s secretariat 
in Islamabad and refused to let pro-Sharif 
members of the party’s Central Working 
Committee deliberate on their one-point 
agenda: how to join hands with Mr Sharif's 
rival, Benazir Bhutto, in order to get rid of 
Pakistan's dictator for the past 13 months, 
General Pervez Musharraf. 

On the eve of the convention, Mr Sharif’s 
loyalists bussed in several dozen supporters 
from outside the city and took control of the 
secretariat. Not to be outdone, the rebels 
rounded up several hundred of theirs before 
dawn the next day and proceeded to drive 
their foes out. Police lent the rebels a hand by 
blocking the entry of pro-Sharif delegates 
once the rebels had seized control. Mr Sha- 
rif's loyalists promptly shifted the venue 
and agreed on an alliance with Ms Bhutto for 
the restoration of democracy. 

Mr Sharif, along with his brothers, Shah- 
baz and Abbas, and his son, Hussain, is in 
prison. They are all charged by the generals 
who overthrew his government in October 
1999 with crimes ranging from corruption to 
kidnapping. Mr Sharif’s wife, Kulsoom, has 
bravely led the Muslim League in his absence 
but has failed to keep it united. 

The “rebels” are an assorted bunch. They 
include former loyalists like Shujaat Hus- 
sain, a one time interior minister in Mr Sha- 
rif's government, and Ijaz ul Haq, son of a 
former dictator, General Zia ul Haq. Both are 
highly ambitious and would like to make a 
deal with the generals by ditching Mr Sharif. 
They also hate Ms Bhutto and her Pakistan 
People's Party (PPP). Mr Hussain’s father, Za- 
hoor Elahi, was a sworn enemy of Ms 
Bhutto's father, Zulfikar Ali Bhutto, who was 
prime minister from 1971-77, when he was 
ousted by General Zia. But several of the oth- 
ers are less anti-PPP and more anti Mr Sharif 
himself, havingopposed hisdictatorial ways 
and incurred his wrath when he was riding 
roughshod over political opponents and 


press alike in 1999. But without the army's 
blessing, the rebels, who are buta minority in 
the party, would amount to very little. 

An option they would all favour would 
be a restoration of the suspended parlia- 
ment, with Mr Sharif excluded. One of them 
might then be chosen by the generals to do 
their bidding as prime minister. But not 
many among them are capable of winning 
their seats without Mr Sharif's backing in 
any free election. From his prison cell, Mr 
Sharif has already suspended four of them 
from the party's membership and many 
more are likely to be expelled. 

The military government has played a 
curious role in this affair. General Musharraf 
had originally tried to stay above the fray. 


But after failing to erase a degree of public 
sympathy for the deposed prime minister, 
he met with a couple of Muslim League re- 
bels some months ago and urged them to 
ditch their leader. Publicly, however, he kept 
everyone guessing by refusing to identify his 
favourite rebel and insisting that parliament 
would not be restored. The rebels only chose 
to strike when they realised that they might 
be about to miss their chance. The proposed 
alliance of Mr Sharif's Muslim League with 
elements of the opposition to him led by Ms 
Bhutto's rrr is aimed at getting rid of the mil- 
itary regime and hastening elections in 
which either could come to power, or, con- 
ceivably, both could share it. 

If, as many suspect, the army has con- 


South Korea's bitter harvest 


SEOUL 


OST mornings, Park Chang Woo ar- 

rives at a train station in central 
Seoul, South Korea's capital. But he is not a 
commuter. He is unemployed and goes 
there to kill time. Around him, dozens of 
jobless people pass their days drinking 
soju, a local version of vodka. For the mo- 
ment, middle-aged Mr Park would rather 
read a newspaper. He used to be a brick- 
layer for a small construction company in 
Pusan, a southern port city. But three years 
ago the country's financial crisis cost him 
that job, so he came to Seoul, leaving his 
wife and two children behind. Still looking 
for work, he has little hope of going home 
any time soon. 

In some ways, Mr Park is lucky. He 
finds casual labour for 45,000 won ($38) a 
day. But after paying for food and rent for a 
tiny, shared room, he has nothing spare to 
save. Several construction firms collapsed 
last month and the country's biggest 
builder, Hyundai, is still under strain de- 
spite plans to sell $1.1 billion of assets. So Mr 
Park's prospects for a full-time job are 
bleak. Without one he may end up in one 
of the 150 government shelters, though 
even there he would have to compete for 
space with some 10,000 homeless people. 

The government of president Kim Dae 
Jung has boasted of bringing down unem- 
ployment from nearly 8% of the workforce 
in early 1998 to 3.9% today. But rising bank- 
ruptcies in recent months threaten losses, 
and the jobless rate may reach 4.4% by Feb- 
ruary, says the labour ministry. It would be 
much higher if it included those who have 
given up hope of finding another job, and 
solet their jobless status lapse. 

For the unskilled especially, itis hard to 
find a new job. A new labour law makes it 
easier for companies to lay off workers, but 
the job market remains rigid. Although the 
government has spent nearly 20 trillion 


The legacy of crisis 
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Can Kim find jobs for them? 


won ($17 billion) training and supporting 
the unemployed, much of the money has 
been wasted,claims Kim Moon Soo, an op- 
position member of parliament. The state's 
cash often fails to reach the most needy, he 
says, because the government's records of 
the destitute are inadequate. 





ASIA 


nived in the break-up of the Muslim League, 
itis still unclear what will happen next.Gen- 
eral Musharraf could take his chances with 
what may now bea more-or-less united op- 
Dosition and continue on the three-year 
oath to general elections he has already out- 
‘ined. Or he could attempt to split the Mus- 
lim League still further by openly backing a 
"king's party" headed by any one among the 
rebels. If he did, it would not be the first time 
that the Muslim League had trimmed its sails 
ro the army. There are currently five recog- 
nised factions of the party. Each was con- 
jured intoexistence by the army todoits bid- 
ding at some point in Pakistan's tortured 
political history. 
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This helps to explain the widening gap 
between rich and poor. Last year the 
wealthiest fifth of the population eamed 
55 times the income of the poorest fifth, up 
from 4.5 times in 1997, according to the na- 
tional statistics office. Government efforts 
to help the poor by introducing a national 
pension scheme last year and proposals to 
tax large financial gains made by the 
wealthy appear to have cut little ice with 
ordinary Koreans. Support for the presi- 
dentis slipping well below 50%, down from 
8096 two years ago. 

The country's militant trade unions 
complain that salarymen and wage eam- 
ers have been victimised by the president’s 
reforms. They want the working week tobe 
shortened from 44 hours to 40, with no pay 
cuts or reduction in paid holidays. Some of 
them are even threatening a national strike 
next month. 

So President Kim faces a showdown 
with the unions. On November 2oth, the 
president urged union members of the 
bankrupt Daewoo Motor company to 
agree to job cuts. They are unlikely to listen. 
Mr Kim claims that the pain will pass 
quickly and that growth will bring more 
jobs. He may be right. Real сюр grew 10.7% 
last year after shrinking 6.7% in 1998, and is 
expected to grow 9% or so this year. 

But pundits argue that the recovery 
was due to a huge increase in the money 
supply, which created a bubble in the 
economy that may yet burst. Next year's 
growth could be as low as 5.4% and reces- 
sion is even possible, unless the govern- 
ment presses ahead with financial reform. 
That depends on parliament, where the 
government hasa minority of seats and the 
opposition is wary of agreeing to more 
change until money already spent on ail- 

ing banks is fully accounted for. To people 
like Mr Park, who lives on instant noodle 
soup, the political wrangling seems distant. 
But he will continue to pore over his morn- 
ing paper, with its pictures of the movers 
and shakers. He has little else to do. 
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In an ideal world things never go wrong, but 
when you're regularly flying on business 
they inevitably do. It could be trouble with 
the car or heavy traffic on the way to the 
airport. Meeting plans change and flights 
get cancelled. These things happen. 

For example, your flight's in an hour, 
the car overheats, you need to stay cool. You 
won't make the airport in time and you 
can't miss your meeting. What do you do? 

Wherever you are and whenever you 
need to, you can access the world's most 
comprehensive source of independent 
business travel information, that's what 
OAG stands for. 

With OAG Mobile you can conveniently 


find all the flight details you need via your 





WAP phone or PDA. Alternatively, you 


can use OAG Travel Information System 
on your laptop or on your company's 
intranet. There's also the OAG Pocket 
Flight Guide, an essential travel companion 
for discerning frequent flyers worldwide. 
Whichever you choose, you'll access a 
database of over 800 airlines worldwide, 
with millions of direct and connecting 
flights and information on more than 
73,000 hotels. You can quickly find an 
alternative flight and locate a hotel. It's 
your choice, you're in control. 
As for the birds, not appreciating 
the benefits of OAG and therefore 
being totally flightless, they're just 
Ostriches Ambling Gracefully. 


Call +44 (0) 1582 695050 
www.oag.com 
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TALLAHASSEE, MIAME AND WASHINGTON, DC 


The ruling by Florida’s Supreme Court, and the reaction to it, are testing to 
destruction America’s ability to resolve its election disputes by judicial means 


PCIE that, shortly after his defeat by 
A the tortoise, the hare had demanded a re- 
run on selected parts of the course. The tor- 
toise protested, and the umpire, coinci- 
“dentally another tortoise, backed him. The 
‘hare appealed to a court, coincidentally 
“composed of seven hares, who let him rerun 
: those bits. Now, groundsmen on one of the 
sections of the course are saying they cannot 
arrange a re-match after all, the tortoises on 
the local council are threatening to reject 
anything that might give the race to the hare, 
"and both sides have hired the best alligators 
money can buy. 
That is roughly the state of America's 
election. On November 22nd, officials of Mi- 
: ami-Dade County suspended their manual 
тесош amid scenes of intimidation in the 


county government building. In doing so, . 


they turned the race upside down for the 
umpteenth time; they have put in doubt the 
practicality—even the sense—of à ruling 
made by Florida's Supreme Court only the 
day before; and they have even called into 
question the notion that, whereas other 
countries may bum tyres in the streets, 
America at least conducts its electoral pro- 
cess according to the rules of law. As if all this 
were not enough, Dick Cheney, George W. 
Bush's running mate, was hospitalised for an 
angioplasty on the same day. With lawsuits 
multiplying like crazy and mutual accusa- 
tions of stealing the election spiralling out of 
control, almost any result now looks as if it 
will be a Pyrrhic victory. 

On the night of Tuesday November zist, 

that victory seemed likely to go to Al Gore. By 
ruling that Florida’s secretary of state; Kath- 
erine Harris, must ‘include the results of 
manual recounts then underway in three 
Democratic-majority counties, the state’s 
Supreme Court agreed with the Gore cam- 
paign that Florida law issues contradictory 
instructions about how to handle election 
disputes. The court then sent instructions of 

:dtsown on resolving them—which promptly 
wentawry. 

Florida law states both that voting re- 
` sults must be certified within a week апа 
_ that manual recounts may also be consid- 
` ered. The law says nothing about what hap- 
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penis if those recounts take more time. In re- 
solvingthatambiguity, the court followed its 
own precedent by saying "the Florida elec- 
tion code must be construed as a whole" (ie, 
you must not take just one bit of it); and that 
“the will of the people, not a hypertechnical 
reliance upon statutory provision, should be 
our guiding principle" in construing what 
thecode means. 
"Applying those principles, the court 
ruled that Mrs Harris could reject late returns 
in only two circumstances—if it was too late 
to give time to contest the outcome after 
certification or if they jeopardised Florida’s 


chances of having its votes included in the. 


electoral college. Since neither of these ap» 
plied when she tried to certify the results on 
November 14th, the court set that certifica~ 
tion aside and imposed a new deadline for 


late returns: Sunday, November 26th. This, . 
the court reasoned, would allow all votes to ` 


be recounted and still leave time for chal- 
lenges to be cleared up before December 
sath, when Florida's votes have to be-in- 
cluded in the electoral college. But this new 
timetable proved too tight for the biggest of 










the counties involved, Miami-Dade. 
Before the court's ruling, the loca 
vassing board had said it could not g 
job finished before December ist, even if 
increased the number of. vote counters. 
When the court then cut the timetable in 
half, the canvassing board decided it cou 
meetthe new deadline only by counting just 
disputed ballots, all 10,750 of them. : 
The board began the recount by prepar- 
ing to separate out the ballots in question. 
This required running all the ballot papers 
through the counting machines again; and 
setting aside the rejects. That was when the 
upheavals began. The process took place not 
in the main counting room, which is full of 
observers; but.in a small room one floor 
&bove, without space for cameras. Observ 
ing the goings-on through the glass walls was 
a group of young Republicans, whom mys- 
teriously no one involved in the recount had 
seen before. They said they had spotted 
Democratic observer in the room stuffing 
ballot paper in his pocket. This later turned 
out to be a specimen ballot of the kind distri- 
buted to observers and the media, and 
which he had asked for officially. i 
`: But the damage had been done. Th 
scene quickly turned ugly, with Republicans 
bangingon the walls and chasing the hapless 
‘Democrat out of the building. The intimida- 
tion made it impossible to separate out the. 
‘suspect ballots. Even if it had not, the can- 
vassing board thought it might not finish the 
recount in time anyway. The upshot was | 
that. Miami suspended its manual count, 
and said it would stick with its original re- 


















































UNITED STATES 


sults, made on November 8th. Mr Gore's 
lawyers filed an emergency appeal to reverse 
the board's decision (which seemed to make 
a mockery of the ruling by their state's Su- 
preme Court). 

The political question now is where this 
leaves the search for votes. Without help 
from Miami, Mr Gore's task will be tougher. 
But the Florida Supreme Court's ruling was 
still a victory for him, because the other two 
counties are also Democratic strongholds. If 
their recounts are finished by the deadline, 
Mrs Harris must certify them. If they then 
show enough additional Gore votes to over- 
turn Mr Bush's lead, she must give Florida's 
25electoral votes to Mr Gore—and with it the 
presidency. 

But will they? It seemed unlikely in the 
days before the Supreme Court's ruling, even 
if you included Miami. When the postal 
votes from Florida residents overseas were 
tallied up, Mr Bush had done better than ex- 
pected, winning them by about two to one. 
That stretched his lead from 300 to 930—tiny 
enough by most measures (the turnout in 
Florida was over 6m) but larger than Demo- 
crats had thought likely and, more to the 
point, larger than they thought could be 
overcome by their manual recounts. 

With about a fifth of the precincts in 
Palm Beach recounted, the vice-president 
had picked up the princely total of two extra 
votes—and this in the county where the 
Gore campaign had invested most hopes. At 


NN 
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the same time, a number of overseas military 
ballots had been excluded because they 
lacked a postmark (the exact number de- 
pends on whom you talk to: Republicans say 
around 1,000; Democrats say 200). Either 
way, they would presumably go largely to 
Mr Bush. On this basis, many people con- 
cluded that Mr Gore could notcatch up. And 
that was before Miami stopped recounting. 
But it may be premature to write off Mr 
Gore. As The Economist went to press, the 
two remaining counties had produced an 
additional 139 votes for him, with around 
three-quarters of the precincts in Palm 
Beach still to be tallied. Back-of-the-enve- 
lope calculations suggest they could gener- 
ate an extra 400-500 Gore votes. This could 


cut Mr Bush's lead to just 200—or perhaps 
700 if you add in a reasonable guess for the 
overseas ballots. 

But all these totals exclude so-called 
“dimpled” or "pregnant" chads (these are 
the same thing: it depends which side of the 
ballot paper you are staring at). So far, most 
of them—z,000 in Broward County, 10,000 in 
Palm Beach—have simply been set aside, 
their fate to be determined when the rest of 
the recounting is over and when the local 
canvassing boards have decided on the stan- 
dards for counting them. After much to-ing 
and fro-ing, including a court hearing in 
Palm Beach, they have now done so. 

Broward County will count dimpled 
chads and flaps of confetti attached by three 
corners. Palm Beach will do the same pro- 
vided that there is some other indication of 
an intention to vote (such as evidence from 
other votes on the ballot paper). Indentation 
and intention are both in the eye of the be- 
holder. The counties have settled on rela- 
tively “permissive” counting of dimples. 

It is hard to know what effect this will 
have. But in Palm Beach, an exploratory 
count of 1% of the vote last week produced 19 
additional Gore votes. If that were repeated 
throughout, Palm Beach alone might pro- 
duce enough votes to offset the current Bush 
margin, plus likely gains from disputed mili- 
tary ballots. In other words, the counting 
standards adopted still make a Gore victory 
possible. But it would be a narrow one. And 





WASHINGTON, DC 


f you think this election looks bad, con- 

sider the one of 1876—and then worry. 
There are an unpleasant number of ways 
in which the current impasse could come 
to resemble that ancient race. 

The 1876 contest was between two re- 
spected men, Samuel Tilden, the Demo- 
cratic governor of New York, who had bro- 
ken up the Tammany Hall corruption 
system, and Rutherford Hayes, the Repub- 
lican governor of Ohio. Despite their per- 
sonal standing, the election was exception- 
ally dirty. Tilden was called a syphilitic 
swindler and Hayes was accused of mur- 
dering his mother in a fit of insanity—an 
impressive double calumny. 

Tilden won 51% of the popular vote and 
came just one short of a majority in the 
electoral college. But the votes in three 
southern states were disputed (Florida was 
one), and all three eventually sent compet- 
ing returns to Congress. The House and 
Senate, however, were controlled by dif- 
ferent parties and could not agree on 
which votes to certify. So they set up a bi- 
partisan commission—seven Democrats, 
seven Republicans, one independent—to 





Watch yourself at dinner, Dubya 


settle their disputes. The independent was 
then elected to the Senate, which made 
him ineligible, and his place was taken by a 
Republican whom Democrats thought 
would be non-partisan. 

When the electoral roll-call began, 
however, he voted with his party on every 
occasion. Each southern elector was chal- 
lenged and, each time, the commission to 
which the dispute was referred split eight 
to seven for the Republicans. Hayes was 
elected amid universal accusations of 
fraud and sporadic violence. (Somebody 
shot at Hayes while he was at dinner.) 

Eventually, the country accepted the 
result and the election paved the way for 
the Electoral Count Act of 1887 that estab- 
lished the rules for settling disputed elec- 
tions. Before then, however, the race had 
had an unexpected and terrible outcome. 

To placate aggrieved southern Demo- 
crats, Hayes agreed to remove the so-called 
“carpetbagging” Republican governments 
that had been imposed on southern states 
after the Civil War. For their part, southern 
Democrats promised to protect the inter- 
ests of blacks in their states; but they soon 





Rutherford sneaked it 


broke that promise. The real consequence 
of the disputed 1876 election was the end of 
the post-war period of civil rights and the 
start of renewed oppression of southern 
blacks. Hayes served one term. 


These details are culled from Norman Omstein’s history 
of disputed elections contained in "After the People 
Vote", a recently reissued definitive guide to the electoral 
college and its constitutional provisions (дет press). 
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ould depend entirely on those dimples. 
That possibility gives additional sharp- 

- ness to the Republican belief that Mr Gore is 

"trying to steal the election. To fight back, the 

Republicans have three options; They are us- 

ing two already and might yet be forced to 

try the third, the most dangerous of all. 

... First, they are using a sort of scorched- 
earth policy of retreating through the thick- 
ets of chads to prevent Democratic rule- 
bending and to delay the recounts long 
enough that they cannot be completed by 
the new deadline. The intimidation in Mi- 
ami-Dade was a version of this policy, and it 
worked. Something less violentis happening 
in Broward County, where every one of the 
additional votes picked up by Mr Gore (and 

| approved unanimously by the Democratic 

“canvassing board) has been challenged by 
Republican observers. Even if this fails to 
slow the count, it could help legal challenges 

after the recounts have been certified. 

Second, Mr Bush is challenging not 

“merely the validity of particular votes, but 
the legality of the whole recounting process. 
The day after Florida's Supreme Court ruling, 
he sent two appeals to the United States Su- 
préme Court, the court of last resort. 

The first appeal argues that in requiring 

"the secretary of state to accept late returns, 
Florida's Supreme Court breached the prin- 
ciple of the separation of powers by tres- 
passing into areas properly belonging to the 

` legislature (for example, when it set dead- 

lines for accepting votes). The second claims 
that by permitting recounts to go ahead in 
just a few counties, the Florida court was 
treating some voters differently from others. 
` That; Mr Bush claims, violated the first and 
14th amendments, which provide for equal 

“protection under the law. 

On top of that, Mr Bush has a separate 
case before a lower federal court, the nth cir- 
cuit court of appeals in Atlanta, making 
some of the same points. This court rejected 
Mr Bush's arguments last week but said he 
could resubmit his case. This too, could end 
up before the land's highest court. 






Itcould gototheSenate 


The us Supreme Court does not have to take 
up any of these maters, and the legal prece- 
dents suggest it may be reluctant todo so this 
time. In general, the court has preferred. not 
to involve itself in election disputes, because 
they are governed by state, not federal law. 
Where broader constitutional concerns are 
at stake, federal courts have usually ruled 
that state courts are sufficient to protect fed- 
eral interests (that is what the Atlanta court 
said). 
< - Moreover, Florida's justices have given 
themselves a measure of protection from 
charges of unfairly prejudicing voters in se- 
lected counties by inquiring, as they put it in 
_a footnote, “as to whether the presidential 
candidates were interested in our consider- 
ation of a reopening of the opportunity tore- 
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quest recounts in any additional counties. 
Neither candidate requested such an oppor- 
tunity." Translation: Mr Bush, you only have 
yourself to blame. 

But if the case fails to be heard by the us 
Supreme Court—or if the court rules against 
Mr Bush—he still has one more option. This 
is the political equivalent of pressing the red 
button. Under federal law and Florida law, if 
the state's 25 electoral-college votes have not 
been chosen in the ordinary way, or if there 
isa dispute over them, the state legislature 
has the power to step in and appoint its own 
slate of electors. James Baker, the former 
secretary of state in charge of Mr Bush’s legal 
team in Florida, raised this possibility after 
the state Supreme Court’s ruling, The Repub- 
lican leaders of both houses of Florida's state 
legislature have suggested that they might 
convene a special session to discuss the elec- 
toral crisis, and the state senate has been tak- 
ing legal advice about the constitutional im- 
plications of appointing the electors. 

These are dynamite. Quite apart from 
the anti-democratic implications of having 
the legislature usurp the role of the voters, 
and setting aside the embarrassing fact that 
Mr Bush’s own brother would get embroiled 
in the process as governor, if the legislature 
really were to appoint its own electors, then 
the chances are that a Gore slate might also 
emerge from the electoral nastiness. Two 
Florida delegations would then be compet- 
ing for.a place in the electoral college and it 
would be up to Congress in Washington to 
choose between them. As Senator John 
Breaux of Louisiana said, that would make 
impeachment look like a piece of cake. 

Republicans have a narrow majority in 
the House of Representatives. But the Senate 
will end up tied if a Democrat win in Wash- 
ington state survives a recount. If so, the vice- 
president would have the tie-breaking vote, 
and since no new president would have 
been chosen, the vote would be wielded by 


Ead been excluded improperly. The “рег 

















































none other than Mr Gore himself (with Joe _ 
Lieberman voting in his role of senator from 
Connecticut). The implications for the legiti 
macy of the next president hardly bea 
thinking about. Yet it is this possibility tha 
Tom DeLay, the Republicans’ combative . 
chief whip, was contemplating when he sent 
& memo to members of Congress outlining 
ways in which they could challenge a Go 
slate of electors from Florida. 


Runningoutofoptions ; 
That is the brink towards which Americat 
politics is now drawing. It is not there yet. 
and, with luck, never will be. Democrats are 
anxious about Mr Gore's tactics as it is; they 
would surely not stomach a legitimacy fight | 
in Congress. The Republicans might not ei 
ther, though they are so angry with Mr Gon 
that they seem prepared to encourage most 
cther legal challenges. 

But up to that point, further disputes 
may Бе unavoidable. Neither Mr Bush no 
Mr Gore is able to pull so far ahead that thi 
ether is likely to. give up the opportunity o! 
ene more legal challenge that might make all 
the difference. | 

Indeed, the only clean result now possi 
ble seems to be for Mr Bush to come out 
ahead after all the votes have been re 
counted. With the Democrats having һай. 
their day in court, the Texas governor coul 
then claim victory and, Miami aside; Mr: 
Gore might find it hard to argue that votes 


missive” standard for counting ballots 
Palm Beach makes this "soft landing" little 
more than an even chance. 
In short, the wrangling is likely to go on, 
beyond. the patience of some members of 
their own parties and far past the quickly- 
waning tolerance of American voters. Thi 
Thanksgiving Day weekend, they have little 
to thank their politicians for. Aesop woul 
not doubt have a moral ready. | 


UNITED STATES 
The economy 


Pausing or 
plummeting? 


WASHINGTON, DC 


| рау is not just the province 
of politics. America’s economy is look- 
ing shakier than it has done for some time. 
Advance figures had suggested that the 
economy grew at an annualised rate of only 
2.7% in the third quarter. Now that figure 
may be revised down to around 2%, a lag- 
gard’s pace not seen since 1995, after this 
week's announcement of an unexpected 15% 
jumpin the monthly trade deficit to a record 
$34.3 billion in September. Is this a tempo- 
rary pause, the beginning of the much- 
vaunted soft landing—or something worse? 
Most opinion on Wall Street favours a 
soft landing. Although many of the reasons 
for slow growth in the third quarter were 
one-offs (such as unusually weak govern- 
ment spending), the soft-landing camp sees 
signs of a more permanent slowing. In 
manufacturing, in particular, the evidence 
for weakness is clear. Factory output slipped 
01% in October, weighed down by a 7.8% 
plunge in sales of motor vehicles and parts. 
Looking ahead, the soft-landers pre- 
sume that both investment and consump- 


Trade deficit 
Goods and services, $bn 


Consumer 
Increase on a year earlier, % 
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tion will slow, in part because of weaker 
earnings and wobbly financial markets. This 
slowdown will keep inflation under control 
and interest rates steady, without risking a 
recession. Forecasts by the National Associa- 
tion for Business Economists, for instance, 
expect Gop growth of 3.4% in 2001, compared 
with 5.2% in 2000. They expect inflation to 
fall to 2.6% in 2001 while interest rates drop. 
Just over half of the NAse’s forecasters 
reckon that the Federal Reserve's current 
level of short-term interest rates (6.5%) will 
be the peak for this economic cycle. 

Others disagree. In its latest Economic 
Outlook, for instance, the oEcp agrees that 
America's GDP growth will slow to 3.5% next 
year, but it also expects a further 0.5% rise in 
interest rates. In an unusually upbeat report, 
the оєср, long sceptical about the sustaina- 


bility of America’s boom, argues that the 
"long-standing risks to the [American] econ- 
omy would seem to have become less seri- 
ous in the short term”. Part of this optimism 
is due to the fact that the oecp’s boffins have 
raised their estimates of America’s sustain- 
able rate of growth to 4%. Nonetheless, it is 
ironic that the oecp becomes more confi- 
dentas other analysts grow more worried. 
For some, there are signs that the landing 
may be rougher than expected. Earlier in 
2000, initial jobless claims averaged 285,000 
per week. In October they hit an average of 
310, 000 per week; so far, their average in No- 
vember has been 337,000. According to 
economists at J.P. Morgan, these jobless 
claims typically rise about 15% in slowdowns 
(in this case to about 325,000 on a sustained 
basis), but at least 35% in recessions (which 


Damn Yankees 


NEW YORK 


HESE are glorious days for baseball. 

Attendance is setting records, and 
both Miss Universe and Playboy's Play- 
mate of the Millennium choose to date 
baseball players, which must indicate 
success. Alas, for every baseball winner 
(chief among them the New York Yan- 
kees), there are many losers. And that, by 
some folk’s reckoning, is un American. 

“I have never witnessed the type of 
despair that competitive imbalance is 
causing so many of our clubs today,” said 
a sanctimonious Bud Selig, commissioner 
of Major League Baseball, to a Senate anti- 
trust subcommittee on November 215. “It 
is my job to restore hope and faith.” 

First in need are fans of Mr Selig’s own 
team, the Milwaukee Brewers (now run by 
his daughter) which last had a winning 
season in 1992. Not far be- 
hind is Senator Mike De- 
Wine, chairman of the anti- 
trust subcommittee, who is 
a longtime fan of the Cin- 
cinnati Reds, a heartbreak- 
ing outfit that spent a for- 
tune last year on acquiring 
the services of Ken Griffey 
Jr, only to see the club sink 
further. It is time, says Mr 
DeWine, to “put a national 
spotlight” on the issue of 
competition in baseball. 

Mr Selig says he knows 
what’s wrong with base- 
ball: money. Even though 
teams change hands for 
ever-larger prices апа 
municipalities throw tens 
of millions of dollars at the 
lowliest outfits (especially 
the Brewers) to build spar- 











Now, share 


kling new stadiums, Mr Selig says the 
“competitive balance” is being wrecked 
by a few big spenders. For support, he 
points to a fat new report he has recently 
received from a group of people used to 
running such non-profit institutions as 
the Federal Reserve, Yale and the North- 
em Ireland peace process.The report notes 
that, over the past six years, teams with big 
revenues and big payrolls have done par- 
ticularly well. 

One recommendation would require 
teams with above-average payrolls (the 
New York Yankees being exhibit number 
one, but also the New York Mets, the Los 
Angeles Dodgers, and the Atlanta Braves), 
who already pay a $155m “tax” to poorer 
clubs, to pay more. Another would insti- 
tute a draft, allowing bad teams to pick 
players from good ones (the 
Yankees, once again, being 
exhibit number one). 

The core of Mr Selig’s 
argument is that baseball is 
not really a collection of 
individual teams, but a sin- 
gle national enterprise that, 
to be successful, must give 
each participant an equal 
chance to win every year. In 
short, a business that is al- 
ready outside normal anti- 
trust law (thanks to an an- 
cient ruling that treats each 
game as a discrete activity 
within a single state, and 
thus exempt from the laws 
of interstate commerce) 
would become even more 
like a cartel. But nobody 
seems to worry about that 
being unAmerican. 
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would imply 385,000). 

Others predict only a temporary pause. 
Gail Fosler, chief economist at the Confer- 
ence Board, who recently won a prestigious 
forecasting award, barely sees any landing at 
all. Healthy, if marginally slower, growth 
means there will not be enough of a slow- 
down to defuse the pressure towards higher 
inflation. 

And, despite the apparently benign 0.2% 
increase in October's consumer prices, there 
is plenty to worry about on the inflation 
front. In the service sector in particular, price 
pressure is clear. Next year, it seems likely 
that rising wages will bring more pressure ei- 
ther on firms' profits or on prices. In this 
environment, Ms Fosler thinks, the risks of 
over-correction (or a hard landing) are high. 
Sheexpects short-term interest rates to reach 
7.5% in 2001, and reckons that the economy 
will grow by only 1% in 2002. While that may 
not technically constitute a recession, it will 
certainly feel like one. 

Other well-known  Cassandras are 
equally pessimistic. Stephen Roach, chief 
economist at Morgan Stanley Dean Witter, 
for instance, sees a 40% probability of a hard 
landingin the first half of 2000, as a decelera- 
tion in the global economy combines with a 
destabilising jolt, such as ап eamings or dol- 
lar shock. So far, it is too early to tell whether 
such pessimism is warranted or whether the 
majority's expectation of a soft landing will 
prove correct. Either way, it is clear that high, 
andongoing, uncertainty is as bad for Amer- 
ica'seconomy as it is for its politics. 

— я 





Foreign policy and Latin America 


Out of the 
shadows 


OW much does the release of 16,000 of- 

ficial documents about past American 
policy towards Chile reveal about American 
foreign policy today? The files, which 
brought out details of стл involvement in 
Chile's political travails between the 1960s 
and 1980s, have caused a stink. But the timing 
of their release, and the possible declassifica- 
tion of documents about other Latin Ameri- 
can countries, could be just as revealing. 

Bill Clinton ordered the partial release of 
documents nearly two years ago, after the 
arrest of Chile’s former dictator, Augusto Pi- 
nochet, in London. But the copious deletions 
and withheld information suggest not only 
that the cıa is, as usual, reluctant to come 
clean about its operating methods at the 
time, but also that the Justice Department is 
gathering information for a possible case 
against General Pinochet. It may seek to 
charge him with encouraging terrorism on 
American soil, in relation to the car-bomb 
assassination of a former Chilean foreign 
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UNITED STATES 





WASHINGTON, DC 


TISabit premature for either George W. 
Bush or Al Gore to begin planning his 
inauguration, with the small matter of 
who is to be inaugurated still disputed. 
But Inauguration Day happens to be fixed 
in the constitution; and, as January 20th 
draws nearer, hundreds of florists, float- 
designers and school bands anxiously 
await their marching orders. The clear and 
present danger:a lacklustre parade. 
All the constitution prescribes for an 
inauguration is a date, a time and an oath 





before Congress. But the winner likes a lot 
more than that. Four years ago, Bill Clin- 
ton’s inaugural parade, complete with 
unicyclists, Eskimo dancers and mules 
from Arkansass Rasputin Mule Farm, 
lasted over three hours. It was a long, cold 
incentive for a strong drink at one of a re- 
cord 14 inaugural balls later that evening. 
Tradition demands a parade; but no 
organisation is in place to carry it out, nor 
is there a budget to pay for it, until the 





Will they be there on January 20th? 
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Beat the drum slowly 


president-elect appoints his Presidential 
Inaugural Committee. Congress oversees 
only the oath, the 21-gun salute and the 
all-important inauguration luncheon. 
The Department of Defence runs the pa- 
rade, handling security and micromanag- 
ing logistics (keeping the procession mov- 
ing at slightly over two miles per hour, for 
instance), but has no authority to arrange 
what the event looks and sounds like. Ev- 
ery float, entertainer and bottle of cham- 
pagne will eventually be picked, booked 
or bought by the Presidential Inaugural 
Committee. And the president-to-be 
must round up the necessary cash, usu- 
ally from corporate donors. 

“The longer they wait, the magnitude 
of what they want for a ceremony will be 
affected,” explains one lieutenant-colonel 
who sits on the Armed Forces Inaugural 
Committee. The last time round, 123 dif- 
ferent groups (“elements”, in parade lingo) 
marched down Pennsylvania Avenue. 
And elaborate floats can 
take more than two months 
to build. 

Some officials are mut- 
tering about having to delay 
the whole thing. More likely, 
it will happen on January 
20th as scheduled, but on a 
more modest scale. And 
since political acrimony is 
almost bound to be linger- 
ing on, an understated In- 
auguration Day may be just 
the mild anticlimax that is 
needed. 





ЗЕ 








minister, Orlando Letelier, in Washington in 
1976. As one of the released documents 
shows, Mr Pinochet helped to obtain fake 
passports for the assassins. 

The release also raises some questions 
about the role of the ста. It suggests that 
America's intelligence agency can have dif- 
ferent objectives, and not just different 
methods, from those of the State Depart- 
ment and other arms of the American gov- 
ernment. During the cold war the cra was 
sometimes willing to work with known 
murderers and torturers to defeat commu- 
nism. Does that sort of thing still goon? 

In Peru, for example, the cıa had close 
links with the country’s former top spy, who 
is now in hiding and a wanted man. He was 
involved in the rigging of that country’s 
presidential election earlier this year, and 
the link with the cra may explain why the 
United States was reluctant, at first, to con- 
demn the election as fraudulent. 

Having been so reluctant to release the 


Chile documents, the cıa is unlikely to offer 
any on Argentina, which also endured a per- 
iod of dictatorship. But the State Department 
is expected to produce files relating to the 
kidnapping of children in Argentina, says 
Feter Kornbluh of the National Security Ar- 
chive, an independent group which pushes 
for the release of official documents. 

Other documents could follow (again 
from the State Department) on Operation 
Condor, the collaboration among South 
American dictators in killing dissidents. If so, 
it would be likely to set off a debate on how 
much the cıa co-operated with South 
American intelligence agencies, and 
whether such co-operation was right. 

Some people see the latest release of doc- 
uments as a bad precedent that could make 
it harder for intelligence operatives to do 
their job. All the better, if the job they are do- 
ingis anything like the one they were up toin 
Chile. 


m 
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| Democratic vitriol, of course, is Mrs 


^ country: The Democrats are convinced 

















Katherine Harris's impossible job 


HIS has been a fortnight from hell for Katherine Harris, Flor- 

ida’s secretary of state, who sits at the heart of the election tur- 
moil which is tearing apart her state. On Tuesday evening the Flor- 
ida Supreme Court subjected her to a rebuke of stinging severity. 
“To allow the secretary tosummarily disenfranchise innocent elec- 
tors in an effort to punish dilatory [election] board members, as she 
proposes in the present case,” the justices thundered unani- 
mously, “misses the constitutional mark. The constitution eschews 
punishment by proxy.” 

This slap across the face by Florida’s highest court came after 
days of relentless assaults from Democrats. One of Al Gore's 
hatchet-men has likened Mrs Harris to a "Soviet commissar”; an- 
other has dubbed her “Cruella Devil”. 
Alan Dershowitz, Harvard Law 
Schools answer to Jerry Springer, 
states flatly that she is a “crook”. Mrs 
Harris's life has hardly been made eas- 
ier by the fact that her extraordinarily 
vivid taste in make-up has become the 
subject notjustof comedy sketches but 
of earnest advice columns in heavy- 
weight newspapers. (The gist of thead- 
vice: don't use a trowel.) 

The thing that has provoked all this 


Harris's constitutional position as the 
official arbiter of Florida's elections— 
and hence, in this case, the future of the 


that а committed Republican is too 
partisan to-do the job properly. Mrs 
Harris was co-chairman of George W. 
Bush's campaign in Florida. She works 
just down the hall from his brother; 
Florida’s governor. She has talked of 
wanting a job in the Bush administra- 
tion. Shortly before the election sheen- 
listed a well-known Republican, Gen- 
eral Norman Schwarzkopf, to make a 
supposedly impartial television announcement urging Floridians 
to go to the polls. 

Democrats have not limited themselves to arguing that Mrs 
Harris is a partisan. They also argue that she is a lightweight who 
simply does the Bush family's bidding and, at the same time, that 
sheisacorrupt politician whois willing todo anything to win. They 
point delightedly to the fact that she once played a Vanna White- 
like character in a Sarasota musical revue, leading the audience ina 
chicken dance. (A video of the chicken dance has apparently been 
sold to People magazine.) She has been lambasted in Florida news- 
papers for spending more than $100,000 on travel in her first 22 
months in office, more than any other elected official. 

Sois Mrs Harris really a partisan whose savaging by Mr Gore's 
in-house rottweilers and flaying by the Supreme Court is justified 
punishment? Oris shea respectable politician who has been putin 
an impossible situation? The answer, as usual, is a bitof both. But it 
is hard not to feel sympathetic. In terms of the soap operas that her 
appearance soevocatively recalls, she seems to be more the hapless 
Sue Ellen Ewing than the scheming Alexis Carrington. 

Mrs Harris iscertainly guilty of partisanship. Her reading of the 
law had a way of coinciding with Mr Bush’s interests, But equally 
the Democrat-heavy Supreme Court's reading of the Florida law 
has a way of coinciding with Mr Gore's interests, as his camp's ec- 





herjobnow. 


static reception of the verdicton Tuesday demonstrates. Mrs Harris 
had the decency to telegraph her intentions to the country before 
herrulingon November 14th, rather than springing them on an un- 
suspecting people. And she was far from relentlessly partisan: she 
insisted, for example, that election officials should accept military 
ballots only if they were properly postmarked, an instruction that 
has caused huge grief to Republicans. 

Sofar--by the admittedly oozy standards of Florida —attempts 
todigupthedirton her havenot produced much genuine muck. In 
1994, she was suspected of taking illegal contributions in a cam- 
paign-finance scandal centred on a dodgy insurance company. But 
then so were half the politicians in the state—and she was never 
charged with breaking the law. She has 
ratcheted up her department's travel 
budget, but that is largely the inev- 
itable consequence of her hitherto 
popular decision to focus on foreign 
trade. 

Mrs Harris is very far from being a 
Bush poodle. She wrested {һе sec- 
retaryship of state from one of Jeb 
Bush's closest political allies; Sandra 
Mortham, in a strikingly brutal elec- 
tion. Far from being a member of Jeb's 
inner cabinet, she has voted against 
him on some sensitive subjects; and, as 
by far the richest member of his cabi- 
net, she is least awed by his family con- 
nections. She is the granddaughter of 
Ben Hill Griffin, a citrus and cattle 
baron who was worth well over $300m 
when he died in 1990. Her grandfa- 
ther's name adorns the University of 
Florida’s football stadium, which is 
“about as big a deal as you can get in 
Florida”, says Lance de Haven-Smith, a 
political scientist at Florida State. 

If Florida had produced aclear vic- 
tory for either candidate, Mrs Harris’s 
political future would probably have been secure. A Bush victory 
might well have led toa decent position in his administration. If Mr 
Gore had won, she might have run for the Senate in 2002. But now 
she is skewered. Mr Bush cannot appoint her to anything without 
provoking fury. As for the Senate, Mrs Harris is now too divisive a 
figure to win in a state where registered Democrats outnumber Re- 
publicans by 400,000; and she will also have to face questions 
about whether all those trade trips drew resources from her job of 
overseeing elections. 

At best she might end up as another Republican martyr—a 
more sympathetic, shoulder-padded version of Kenneth Starr. In 
fact, the real fault lies not with Mrs Harris but with the American 
habit of putting partisans in charge of overseeing elections. No sys- 
tem could possibly be devised that is better calculated to produce 
bitter wrangling during a close election and festering wounds after- 
wards. Does anyone really doubt that the Republicans would be 
just as rabid in attacking a Democratic secretary of state if they 


were in similar circumstances? Until this election; the rather mün- 


dane civil servants who tend to serve as returning officers in most 
big democracies seemed dowdy by comparison—Coronation 
Street to her South Fork. But, God knows, America—and probably 
even Mrs Harris herself —must wish that a neutral bureaucrat held 
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How do you get from one end of Tokyo 

to the other in a billionth of a second? 

You could travel Гокуо Metallie’s broadband technology. The 

first DSL Internet service in Japan. As their principal firancial 
partner, we re enabling them to provide cost-effective, high-speed 
Internet access to an entire nation. Faster. A new connection, 


a new exhilaration. The same ingenuity, the same fervcur 
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When you open the tabs you sce across the top, each one brings up a set of icons. Just tap on these for different options 


Tap ‘Personal details’ to fill in your e-business 
card, ‘Contents list’ го bring up your personal 
phone book, ‘New contact’ to add a number, 


r Find to locate an entry 


Tap ‘Inbox’ to check your messages, ‘New 


e-mail to create an e-mail, “New SMS' to 





create an SMS message, or “Generate passcode 


to securely access your corporate e-mail server 


Generate 





Tap ‘Month’, ‘Week’ or ‘Day’ to « 





iy you 
diary commitments, “To do’ to check (and 

check off) your list, or "New appointment’ tc Tap ‘Notepad’ to jot memos, ‘Clock’ for an alarm 
pencil in an entry and reminder and the time at home and abroad, ‘Calculator 


to do sums, ‘Game’ if you'd like to play, or 


System’ to advance configure your R380 


Tap ‘Browser’ to connect, ‘Bookmarks’ for 
your favorite WAP sites, ‘Open location’ to 
enter а new address, or ‘History’ to see where 


i've been 


You've just opened the flip of the extraordinary 


new Ericsson R380. We call it a smartphone. 


Please, take a look around. It's a touchscreen 
you use horizontally, with a stylus you'll find 
tucked into the back. Just tap lightly to use 


functions like e-mail, WAP and an organizer 


It even has handwriting recognition. In fact, 


it has everything you need fully integrated 
for when you're on the go. It's che start of the 
Mobile Internet revolution, which is going to 
be huge. Speaking of which, the size of the 
R380? It's just like a regular mobile phone 
But there the similarity, quite evidently, ends 


Find out more at www.ericsson.com/r380 


A 


ERICSSON 4 


\ 





Tap ‘Call’ to di; 
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to enter and « 
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ONAI.S AVIATION 


In the demanding, world of aero- 
nautics, every single component 
must be officially approved and 
certified. We apply the same 
principle to the manufacturing of 
our wrist instruments. 

Our movements meet all the 
precision and reliability criteria 
required to obtain chronometer 
certification. Moreover, every last 
detail of our watches is designed 
for intensive use. 

One simply does not become an 
aviation supplier by chance. 
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circular slide rule. Flyers’ favorite 
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Chrétien, " Doris" 


a lot of dirt 


OTTAWA 





and 


After a rough campaign, Canada's prime minister looks likely to be back for a 
third term, but cannot be sure of a parliamentary majority 


N DECIDING to call a 

snap election for No- 
vember 27th, almost two 
years before parliament 
had to be dissolved, Can- 
ada's prime minister, Jean 
Chrétien, looked to have made a coldly 
opportunistic calculation. Wait longer, and 
Stockwell Day, the boyish new leader of the 
conservative Canadian Alliance, the re- 
vamped official opposition, might pose a far 
greater threat to Mr Chrétien’s Liberals. That 
in tum would increase the pressure for the 
prime minister, who craves a third term, to 
make way for a more popular colleague, 
such as Paul Martin, the finance minister. 

Mr Chrétien’s judgement may have 
been self-serving, but was it correct? The Lib- 
erals, with 159 seats in the outgoing parlia- 
ment, are defending an overall majority of 
nine. The main question is whether they will 
now be reduced to a minority government, 
forced to rely on the support of the social- 
democratic New Democrats (NDP). 

If the opinion polls are to be believed, the 
prime minister may retain his majority. Na- 
tionally, they give the Liberals around 40% 
(compared with 38% of the vote in 1997). Sup- 
port for the Alliance has stalled at 29%. The 
rest of the vote is distributed between the 
separatist Bloc Québécois, the Np» and the 
Progressive Conservatives (see chart). 

But the Liberals have two reasons to 
worry. The first concerns allegations of 
sleaze involving Mr Chrétien, which have 
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clouded the final days of the campaign. The 
second is that in Canada’s first-past-the- 
post system, a Liberal majority may turn on 
the outcome in a handful of marginal seats. 

The Alliance looks to have done enough 
to seize some marginals (held by ministers) 
in the western provinces, and in rural and 
suburban Ontario. And in Atlantic Canada, 
the Liberals may fail to win back seats they 
lost in 1997 to the Conservatives, whose 
leader, Joe Clark, did well in the rv debates. 

The Liberals ought to be doing better. 
With a booming economy, the federal bud- 
get in surplus, and Quebec separatism qui- 
escent for now, the election has been largely 
free of urgent issues. Instead, it has focused 
on personalities. Neither Mr Chrétien nor 
Mr Day has been left unscathed. 
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Mr Day bounced into federal politics 
earlier this year, along with his party. It was 
formed out of the western-based Reform 
Party. The aim: to attract enough Conserva- 
tives to avoid a repeat of the 1997 election, 
when the division of right-wing votes be- 
tween the two parties handed victory on a 
plate to Mr Chrétien, especially in Ontario, 
Canada's most populous province. 

Mr Day, who made his career in the 
cloistered world of Alberta's conservative 
politics, has been hurt by the Liberals' bruis- 
ing stump manners. He has had to defend 
himself against charges of extremism. Elinor 
Caplan, the immigration minister, accused 
the Alliance of harbouring “bigots, racists 
and Holocaust-deniers". Mr Day's support 
for private health care meant he was charged 
with wanting to introduce a “two-tier” 
health service. An evangelical Christian, he 
has pleaded that religion was irrelevant to 
the campaign. But that did not stop a Liberal 
official waving a toy dinosaur on television, 
in mockery of Mr Day's creationist views. 

Then came the publication of a briefing 
document for Alliance candidates, which 
foresaw referendums on such questions as 
abortion and capital punishment if just 3% 
of voters demanded one. That brought ridi- 
cule. A television satirist launched a drive to 
gather the required 400,000 signatures for a 
referendum to change Mr Day’s first name to 
Doris; the figure was achieved within hours 
through the Internet. Lost in this theatre of 
the absurd was much discussion of the Alli- 
ance's plan for tax cuts. A similar plan won 
Ontariofor the Conservatives in a provincial 
election in 1995. 

When Mr Day finally went onto the at- 
tack, it was first on law and order, urging 
more child protection after an incident with 
a paedophile made news. But his call for 
tougher sentences met the response that 
violent crime has fallen under the Liberals. 

So Mr Day turned on the prime minister 
himself. He accused Mr Chrétien of the arro- 
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gant abuse of his wide powers of appoint- 
ment and patronage. On November 16th, the 
National Post, a newspaper owned by Con- 
rad Black, a passionate foe ofthe prime min- 
ister, revealed that Mr Chrétien had tele- 
phoned and lobbied the director of the 
Business Development Bank, a government- 
linked outfit, to make a C$615,000 ($398,000) 
loan to a golf-course hotel in his Quebec 
constituency, of which Mr Chrétien had pre- 
viously been one of the owners. This report 
also turned up unpaid debts and a mortgage 
default by the hotel, and allegations by the 
bank's former boss that he was forced from 
office when he wanted to take legal action 
against the hotel's owner. 

Mr Day has called for a criminal investi- 
gation. Mr Chrétien retorted that he only did 
what any member of parliament should do 
for a constituent. Mr Clark called for Can- 
ada's ethics commissioner, who dismissed 
milder allegations last year, to investigate the 
loan anew. But on November 22nd the com- 
missioner said that Mr Chrétien had broken 


no codes of conduct. Five other police inves- 
tigations are under way into questionable 
grants in the prime minister's constituency. 
Mr Chrétien’s personal standing in opin- 
ion polls has fallen, not just because of the 
sleaze claims, but also because of his poor 
performance in television debates. Among 
his fellow francophone Quebeckers, Mr 
Chrétien’s reputation has rarely been lower. 
That may help the Bloc Québécois improve 
on its 44 seats, out of the province’s 75. 
Overall, according to the polls, Canadi- 
ans believe that the Liberals and Mr Chrétien 
are as likely (or unlikely) to provide honest 
government as the Alliance and Mr Day, 
who is particularly distrusted by women. 
That may prove no consolation to Mr Chré- 
tien. Should he lose his majority, the prime 
minister will face calls to step down in fa- 
vour of Mr Martin. The finance minister has 
stuck to his scriptas a loyal lieutenant, but he 
has been mobbed by Liberals at rallies. Mr 
Chrétien is a tough customer, but his elec- 
toral calculation may yet backfire. 
3 п 





Реги 


The future without Fujimori 


UMA 


The squalid exit of Реги" president leaves a caretaker with work to do 


T WAS fitting that this week’s denouement 

to Alberto Fujimori’s decade of increas- 
ingly authoritarian rule should be played 
outin the Congress. In 1992, Mr Fujimori sent 
tanks to shut down the parliament, arrang- 
ing a slimmer and more subservient replace- 
ment in a new constitution. 

Spuming a letter of resignation faxed by 
Mr Fujimori from a Tokyo hotel room, Con- 
gress on November 2151 voted by 62 to 9 to 
declare the president “permanently morally 
unfit” for the office. With both his vice-pres- 
idents (Peru has two) having resigned as well, 
the next day Congress did as the constitution 
requires, and elected its own speaker, Valen- 
tin Paniagua, as Peru’s caretaker president. 

For Mr Paniagua, a lawyer aged 64, it was 
a lightning ascent after a long, but fairly ob- 
scure, career as a moderate democratic poli- 
tician. He had become speaker only a week 
before, when for the first time since 1992 the 
opposition won control of Congress as the 
government's majority disintegrated. In an- 
other irony, Mr Paniagua is a representative 
of Popular Action, one of the traditional par- 
ties which Mr Fujimori’s regime seemed to 
have wiped out. His party has only three out 
of 120 Congress seats. 

But Mr Paniagua can count on a new 
spirit of co-operation. His task is to steer Peru 
to a fresh general election in April, and to 
hand over power to its victor next July. His 
first move was to name as prime minister 
Javier Perez de Cuellar, an elderly former uv 
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Declared unfit, in an unrigged vote 


secretary-general who stood against Mr Fu- 
jimori in an election in 1995. 

Mr Fujimori's fall came with extraordi- 
nary speed, a bare four months into a con- 
stitutionally dubious third term. Despite his 
authoritarianism and his destruction of 
many of his country's institutions, had Mr 
Fujimori not sought that term, many Peruvi- 
ans would have hailed him as one of their 
greatest presidents, because of his success in 
theearly 1990s in crushing terrorism and hy- 





perinflation, and in reforming the economy. 

Instead, he proceeded with a rigged elec- 
tion in April that made him even more be- 
holden to Vladimiro Montesinos, his intelli- 
gence chief and political fixer. Facing a 
divided country and international oppro- 
brium, he was never going to find governing 
easy. Two revelations about Mr Montesinos 
made it impossible. First came a confused 
episode involving the smuggling of guns 
from Peru to Colombia's guerrillas, which 
convinced the United States that Mr Monte- 
sinos had to go. Then came the leaking of a 
video showing the spy chief bribing an op- 
position legislator to switch sides. 

Although that prompted Mr Fujimori to 
agree to fresh elections, he had hoped to stay 
on until July. But his farcical efforts to find 
the fugitive Mr Montesinos only underlined 
how swiftly he had lost control of events. 
And when foreign bank accounts worth 
$som were found in Mr Montesinos's name, 
few Peruvians believed that Mr Fujimori 
was untainted by his regime's corruption. 
Far from being the guarantee of an orderly 
transition, he had become an obstacle to it. 

In the end, the son of Japanese immi- 
grants could no longer face Peruvians. No 
doubt fearing investigation and trial, he used 
the pretext of an АРЕС summit in Brunei to 
seek refuge in Japan (where opponents 
maintain he was born). He said he would 
stay there indefinitely. 

Now Peru must clear up the mess Mr Fu- 
jimori has left behind. The first job is to com- 
plete the reforms needed for clean elections. 
A start has been made: Peru now has an in- 
dependent public prosecutor and a new 
head of its electoral board. The "emergency" 
committees through which Mr Montesinos 
ran the courts and prosecution services are 
being dismantled. Congress's first act under 
Mr Paniagua's speakership was to reinstate 
three Constitutional Court judges sacked in 
1997 for ruling that Mr Fujimori could not 
stand for re-election this year. 

Several other matters remain to be tack- 
led. One is to restore Channel 2, a popular 
television station, to its owner, Baruch 
Ivcher. Another is to take measures to pre- 
vent abuse of government resources in the 
election campaign. But the biggest chal- 
lenges are to bring Mr Montesinos to justice, 
and toclean up the armed forces. 

Almost the entire corps of 50-оаа army 
generals were handpicked by Mr Montesi- 
nos, and many were his cronies. Last month, 
Mr Fujimori sacked four senior command- 
ers; ten army generals were retired last week, 
but their proposed replacements include 
other Montesinistas. 

Whether to veto those promotions will 
be the first decision facing Mr Paniagua's 
choice as defence minister. The generals are 
worried about being pursued for corruption, 
and for abuses in the war against terrorism. 
But they have lost credibility with the public 
and their juniorofficers,and have little scope 
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Paraguay's coming crunch 


S PARAGUAY heading fora debt default? 
“Completely false”, is what James Spal- 
ding, the deputy finance minister, says of 
such rumours. But the government of Pres- 
ident Luis Gonzalez Macchi is running out 
of money, while wasting reserves on prop- 
ping up the currency and doing litte to re- 
form a bloated state.: 
On November sth the government 
| obtained Congress's authorisation by de- 
fault (some deputies stayed away to pre- 
vent a quorum, and thus a debate) to issue 
$85m of bonds which, says Mr Spalding, 
will refinance all the debt due before Janu- 
ary. But he admits this will be insufficient 
to cover a fiscal deficit of 4% of Gp». So the 
‘government is trying to postpone all non- 
obligatory payments until next year, when 
7 debt payments are due to fall sharply. 
None of this offers relief to a stagnant 
economy. Paraguayans are getting steadily 
‘poorer (see chart). Unemployment hovers 
, ataround 17%. This year, inflation may rise 
:^to 115 and, although the official forecast is 
for economic growth of 1%, that is well be- 
low the rate of population increase (2.6%). 


closed off Paraguayans’ 
traditional safety valve of 
migrating south. The Mer- 
cosur free-trade area has 
hit another Paraguayan 
tradition: smuggling. And 
Brazil has just slapped a 
150% export tax on guns to 
try to stop them being 
smuggled back from Paraguay. 

But Paraguay's government is hardly 
an innocent victim of an adverse world. 
For years, the ımr and other lenders have 
pressed vainly for reform. Now, there is a 
cadre of young would-be reformers like Mr 
Spalding who are full of plans to slash the 
public payroll and privatise state firms and 
so on. But they are outnumbered by those 
in the long-ruling Colorado Party and the 
opposition Liberals who do nicely out of 
the old corrupt and clientelist ways. 

So, though laws have recently been 
passed to let the government cut spending 
and privatise, still nothing happens. The fi- 
nance minister was sacked last month for 
pushing the reforms too hard; this month, 








| 
spending next year; it is | 
now discussing a further | 
$200m of borrowing to | 
rescue bust companies. | 
Julio Cesar Franco, a Li 
eral, who was elected аѕ 
vice-president in Aug 
(his Colorado predeces 
sor was assassinated là 
year), insists that reform: 
will be carried out an 
that he is pressing his Lib- 
eral colleagues in Con- 
gress to back them: His critics say he is just 
biding his time, hoping that the economic’ 
difficulties might force Mr Gonzalez, àn- 
other Colorado, to step down. 

Paraguay was saved last year by a. 
$395m loan from Taiwan. Much of it was 
blown on propping up the currency, to 
benefit politically powerful importers. j 
Who will rescue the country now? In Janu- | 
ary, an IMF delegation will arrive, suppos- | - 
edly justto check numbers. Butitisnotun- j^ 
imaginable that the government will | 
throw itself at the imr’s feet and plead fora: 
big loan. If so, the imr would be well ad- |. 
vised to accept only action, not promises, |" 
in return for its money. Perhaps it would 
take a default for Paraguay’s politicians fi- 







































Argentina's economic difficulties have Congress voted blithely to increase public nally to mend their ways. 
L ms " 2 - 
for resisting the new government, argues Mexico tional Action Party (PAN). 
Diego Garcia Sayan, an adviser to Alejandro The finance minister is to be Franci 
Toledo, Mr Fujimori’s chief opponent in this At la st C h a n О e Gil Diaz, who as a deputy minister under 
year's election. E President Carlos Salinas gained a reputation 
Mr Paniagua mustalsomanageanecon- o aw for integrity and fiscal responsibilit 


omy badly hurt by political turmoil. Even 
some populist legislators say they will not 
block scheduled privatisations. But Carlos 
Boloña, Mr Fujimori’s economy minister, 
was also seeking a new IMF agreement, and a 
bundle of loans from development banks. 
Both are still needed, if Peru is to shrink its 
fiscal deficit and restore confidence. 

To complicate matters, Mr Paniagua's 
congressional majority depends on a group 
of slippery defectors, who have shuttled in 
and out of the Fujimorist benches. When the 
election campaign begins, consensus may be 
strained. Many potential presidential candi- 
dates are talked of, but two start with an ad- 
vantage: Mr Toledo, and Francisco Tudela, 
Mr Fujimori’s conservative former vice- 
president, though he insists he will not stand. 

Peru has a fresh start. But there are dan- 
gers ahead. Among Mr Fujimori’s many ene- 
mies were not just Peru’s democratic opposi- 
tion, but the imprisoned leaders of the 
Shining Path and Tupac Amaru guerrilla 
movements. They, too, will be celebrating his 
demise. And after a decade of autocratic rule, 
the new government will face many de- 
mands for change. Such is Mr Fujimori's 
awkward legacy. 


HIS week one Mexican revolution 

ended, and a second one began. The 
transition between the two began after the 
July 2nd election, in which the Institutional 
Revolutionary Party (ркт) lost power after 71 
years. In theory, it will end only on Decem- 
ber ist, when the outgoing president, Ernesto 
Zedillo, hands the sash of office to Vicente 
Fox. But already, in small acts with large 
symbolic meaning, Mr Zedillo has ceased to 
be president, and Mr Fox has begun to rule. 

On November 2oth, the anniversary of 
the 1910 revolution which eventually gave 
rise to the pri, Mr Zedillo broke with tradi- 
tion by not giving a speech at the official 
ceremony. He did not attend the main cele- 
bration, organised by the pri itself, where 
members still angry at electoral defeat 
drowned out his name with jeers and whis- 
tles. The next day, Congress passed the first 
law of the incoming government, a bill to re- 
structure some ministries. And the day after, 
Mr Fox began toname his cabinet. 

His first appointments showed that he 
wants a government which is politically 
broad, but business oriented, with fewer top 
jobs than expected going to his “transition 
team”, or to stalwarts of his conservative Na- 
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Eduardo Sojo, a long-time economic adviser 
to Mr Fox will become the president's chief 
of staff, while Luis Ernesto Derbez, another 
aide, will be economy minister, a new post 
handling trade, industry and small business. 

Ernesto Martens, who has managed 
some of Mexico's biggest private companies, 
is to be energy minister, charged with lib- 
eralising state oil and electricity monopolies. 
Another businessman, Pedro Cerisola, wil 
be transport and communications minister. 
And in a shake-up for the staid foreign min- 
istry, Mr Fox has given it to Jorge Castañeda, 
a political scientist whose left-wing back 
ground-—he originally opposed the No 
American Free-Trade — Agreement--anc 
prickly personality make him controversial. 

Much about the new government's 
agenda remains fuzzy. The five-month. 
handover was designed to allow pri officials | 
toget to know an incoming president, and to 
negotiate the transfer of their loyalties from 
his predecessor. Mr Fox has used the time to - 
kick ideas around. The messages from his 
transition team have been mixed, thanks 
partly to the diversity of its members, partly 
to Mr Fox's own tendency to change tack 
when it suits him, and partly to a disorgan- 
ised press team. This week a committee on 
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state reform presented 180 assorted propos- 
als for making Mexico's government and 
society more democratic, including more de- 
centralisation, and adding a chapter on hu- 
man rights to the constitution. Which, if any, 
Mr Fox may adopt is not yet clear. 

The past few months have revealed 
more of the new president's character. After 
a hot-headed campaign, he has turned con- 
ciliator and statesman, holding talks with 
opposition leaders. He has backtracked on 
proposals that have met strong resistance, 
such as levying value-added tax on food and 
medicines. So far, he has wisely kept out of 
disputesover two hotly-contested state elec- 


tions—though as a result, both the pri and 
the Party of the Democratic Revolution, the 
other main opposition force, have threat- 
ened to boycott his swearing-in. 

Mr Fox remains popular. His charisma 
and common touch contrast with the arro- 
gant distance of many of his predecessors. 
Hisdecision to open Los Pinos, the presiden- 
tial palace, to visitors, is a small but potent 
symbolof the new attitude. In office, though, 
the strains will be greater. This week, Mr Fox 
admitted that 87% of next year's budget is al- 
ready committed to running costs and debt 
service. He may find it harder to stay popular 
once he is governing in earnest. 
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Colombia 


Send in the cows 


$AN VICENTE DEL CAGUAN 


N THE back porch of the offices of a 

ranchers' association in San Vicente, a 
steamy town on the banks of the river Ca- 
£uan in the southern department of Ca- 
queta, two dozen community leaders are 
talking about the future of farming. Here, 
farming means coca. But these men muse 
about a future free of drugs. 

Their discussion has been given urgency 
by Plan Colombia, a bundle of projects 
whose centrepiece is a scheme to fight drugs 
with $1.3 billion in military aid from the Un- 
ited States, approved in June. San Vicente’s 
community leaders favour a different ap- 
proach. “Instead of planes and glyphosate 
[the herbicide used to spray the coca fields}, 
they should send us cows,” says Bertil Valde- 
rama, the president of the ranchers’ commit- 
tee. Others suggest a $5m slaughterhouse, 
new roads and alternative crops. 

San Vicente is part of a Switzerland-sized 
zone that the government ceded last year to 
the left-wing guerrillas of the Revolutionary 
Armed Forces of Colombia (FARC), to try to 
jump-start peace talks. Even so, farmers’ 
groups and development workers in the 
zone are trying out alternatives, and the FARC 
has so far let them proceed. One project, 
called “Milk for Cocaine” and backed by 


$5.3m from the uN, is aimed at boosting 
dairy farming. In La Cristalina, a coca-grow- 
ing area, some 600 families from 27 rural 
hamlets have begun selling milk to a Nestlé 
factory in Florencia, three hours’ drive away. 

Critics of Plan Colombia say that it 
should give greater stress to such develop- 
ment efforts to help wean peasant farmers 
off drug crops. Some $120m of the American 
aid is supposed to be used for alternative de- 
velopment. But much of the rest is to set upa 
new army anti-drugs brigade to operate in 
Caqueta and neighbouring Putumayo, the 
site of most of Colombia’s 120,000 hectares 
(296,000 acres) of coca. The new army bri- 
gade is meant to secure these areas, to allow 
police crop-dusting aircraft to spray the coca 
plantations with herbicides. Officials argue 
that this military effort is essential because 
the Farc have taken direct control of the 
drug trade in southern Colombia, using the 
proceeds to finance and re-arm their 20,000- 
strong guerrilla army. 

For the past two months, the rarc has 
blockaded towns in Putumayo. Amid fierce 
fighting between the guerrillas and right- 
wing paramilitaries, thousands of residents 
have fled across the border to Ecuador. Some 
analysts believe that the paramilitaries are 
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If this is the last big coca crop, where are the alternatives? 
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opening the way for the army’s push into the 
area. Officials claim that both sides are bat- 
tling over what they say might be the region’s 
last big coca crop. 

But there are complications. In Putu- 
mayo, some three-quarters of the 330,000 
residents depend directly or indirectly on 
the coca harvest, according to officials. 
Farmers and civic leaders there worry that 
spray planes will destroy legal crops as well 
as coca, creating chaos and pushing people 
into the arms of the guerrillas. 

“This is not going to be a razed-earth pol- 
icy,” counters Gonzalo de Francisco, an ad- 
viser to President Andres Pastrana. Officials 
stress that the first phase of Plan Colombia 
will focus on big coca plantations of 100 
hectares or more, in largely uninhabited ar- 
eas. Most of the people affected will be mi- 
grant coca-leaf pickers, who will be relo- 
cated to agricultural jobs in other areas. By 
the time the brigade starts to tackle the 
smaller, peasant-owned coca fields, officials 
say that alternative development projects 
should be in place. 

Colombia hoped that much of the fund- 
ing for such projects would come from the 
European Union. But at a meeting in Bogota 
last month, European diplomats offered 
only $280m in aid, well short of Colombia's 
target of $2 billion. 

Many European countries think Plan 
Colombia is too militaristic, and they are 
worried too about the armed forces’ human- 
rights record. "The question is whether it can 
be shaped into a plan which benefits all the 
people, not least the poor and the farmers at 
the bottom end of the drug trail,” says John 
Battle, a minister at Britain's Foreign Office. 

Colombia is now making some efforts to 
do that. The uw is working with the govern- 
ment todraw upa list of agro-industrial pro- 
jects. Meanwhile, the United States Agency 
for Intemational Development (usAiD) is 
hurriedly putting together its own plans. It 
has a small ($5m) project to promote organic 
coffee-farming in mountain areas where 
opium poppies are grown; now it is to spend 
$25m to help some 660,000 Colombians dis- 
placed by the war. 

On the ground, scepticism abounds. 
“They talk about creating social solutions,” 
said Omar Garcia, the mayor of San Vicente. 
“But all we see is more money for war.” Crit- 
ics want aerial eradication delayed until 
other solutions can be given a chance to 
work. With that in mind, 489 Putumayo 
farmers in August signed an agreement to 
eradicate their coca fields by hand. 

To those who argue that Plan Colombia 
was drawn up without taking account of so- 
cial realities, officials counsel patience, and 
say that policy will be flexible. “We are grad- 
ually going to get a system in place,” said a se- 
niorusaip official. “Logic will prevail. We are 
not going to spray where it’s not going to 
work.” Critics will not easily be reassured. 
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Saddam eps his way to 


freedom . 


AMMAN 


Sanctions against Iraq are crumbling but Saddam Hussein is still a long way 


from being free of them 


AKING a rare public appearance this 
week, Saddam Hussein jauntily fired a 
rifle into Baghdad's clear skies at a march- 
past by thousands of "volunteer fighters" 
`. against Israel. Iraq's leader has reason to feel 
punchy. Things are going his way—or, atany 
“rate, there are enough inklings of change for 
him to pretend that they are. From the Pal- 
estinian intifada to America’s preoccupa- 
tion with its presidential election to the rise 
in oil prices, events have conspired toopen a 
window of opportunity. Whether Iraq's em- 
battled, impoverished regime can exploit the 
chance is another question. 

After ten years of soul-and-body-de- 
stroying sanctions, imposed by the United 
Nations, Mr Hussein can point to encourag- 
ing signs of siege fatigue. Baghdad's long-de- 
funct airport now daily receives friendly 
flights, most with the uN's permission, but 
some of them aimed at sanctions-busting. 
Many bear dignitaries keen to cash in on 
Iraq's soaring oil revenues: more than 20 
ministers showed up at a trade fair last 
month. Old foes, such as Syria and Iran, talk 
of resuming diplomatic ties. Half a dozen 
Arabcountries have already done so. At a re- 
cent summit of 56 Muslim leaders, Iraq's 
more unforgiving opponents—Kuwait and 
Saudi Arabia—found themselves isolated by 
a groundswell of impatience with sanctions. 

Kofi Annan, the им secretary-gen- 
eral, used the same meeting to re- 
launch a dialogue "without pre- 
conditions" with the Iraqi 
leadership. Since then, Mr Annan 
has suggested that if the sanctions 
regime is not achieving its objec- 
tives, it should be revised to offer 
more incentives and less punish- 
ment. The Security Council's per- 
manent members still insist that 
there can be no big change until 
Mr Hussein at least allows back 
the UN arms monitors who have 
been kept out of the country for 
the past two years. But even Brit- 
ain, the staunchest backer of the 
American-led effort to perpetu- 
ate Iraq's isolation, has recently 
softened its tone. 
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The seal around Iraq’s borders is growing 
ever leakier. Smuggling is rife, so much so 
that observers estimate that nearly all the 
overland shipments coming into Iraq from 
Turkey are circumventing the mandatory 
controls of the ом oil-for-food pro- 
gramme, the arrangement that allows Iraq to 
sell its oil so long as the revenues remain un- 
der strict un control. 

A pipeline linking Iraq's oilfields with 
Syrian ports, mothballed since 1982, was re- 
opened on November 16th: some 150,000 
barrels of oil a day are now said to be being 
pumped into Syria. It is not clear, at this stage, 
whether the Syrians and Iraqis are intending 
that this deal should somehow be kept out- 
side the terms of the UN arrangement. A new 
pipeline is planned between Iraq and Jor- 
dan, which is already the recipient of Iraqi 
largesse in the form of massive discounts on 
the oil itimports, some of it legally, by tanker. 
Jordan also recently scrapped the monitors 
it had at Aqaba to make sure that 
goods bound for Iraq were above 
board. Even Saudi Arabia, a 
launch-pad for British and 
American aircraft that con- 
tinue to fly over south- 
ern Iraq, has re- 


‘ably, 0.59 euros) on every barrel into a sepa- 


` matically since the mid-1990s, when infan 


“tion continued to shoot up. Life is still grim 




















opened a border crossing. : 

When the oil price was low, a 
pipelines. were in a woefully dila 
state, the country struggled to reach 
its that, to begin with, were set on sales. 
now, with high oil prices, Iraq, which has t 
world’s second-largest oil reserves, is dot 
quite nicely. Sales will top $16 billion this 
year, four times more than in 1997. 

Tight demand on world markets is en- 
couraging Iraq to throw its weight around. © 
Last month, it demanded payment in euros 
rather than dollars, just to annoy America. 
Now ithas come up with a strange demand _ 
that will be far more difficult to satisfy: tha 
its clients should pay 5o:cents (or, presum- 




































rate account that Iraq itself controls. 

Currently, Iraq's oil revenues are all sup- 
posed to go into an escrow account con- 
trolled by the un. A quarter of the money is 
siphoned into war reparations for Iraq's 1990 
invasion of Kuwait, some goes on the uN’ 
own expenses, and the rest drip-feeds Iragi 
their daily rations. The effectiveness of the 
oil-for-food programme has improved dra- 





mortality and other symptoms of depriva | 


but at least the average calorie intake isclo 
to pre-war levels. In contrast to the да 
when even the most innocent things wei 
banned, more than 85% of the import.co 
tracts that Iraq asks for are now approved by 
theuw'sSanctions Committee. 
Clearly, though. the Iragi govern- 
ment wants freeraccess to its money. 
This is why it is hinting that if cli- - 
ents fail to cut iraq into at least so 
cents a barrel, it may just stop’ 
pumping altogether. The threat 
may be bizarre, but it ha 
helped push the price of - 
oil towards $35 а barrel. It - 
could go above $40, say ex- 
perts, if Iraq carried out its 
threat and cutoffitsoile |... 
Luckily for oil consumers 
the threat also seems to be hol- 
low. Without the oil-for-food pro- 
gramme, lragis would quickly 
starve. The programme must be re- 
newed every six-months by the Secu 
rity Council, and the current phase; the 
eighth since it began in 1996, expires 
next month. Cracks appear in thecoun- 
cil's ranks, and there is talk of easing 
onerous restrictions: But not even Iraq's - 
friends—France, Russia and sometimes : 
China—are yet arguing for the UN to 
agree to let go of the oil revenues. 
us » 
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INTERNATIONAL 
Israel 


Despondency 


JERUSALEM 


PALL of depression descended on Israel 

this week with the latest twist in the spi- 
ral of violent conflict with the Palestinians. 
The country wept with a Jewish settler fam- 
ily in Gaza whose three young children lost 
legs in a roadside attack, by unknown Pal- 
estinian terrorists, on a school bus on No- 
vember 20th. But few Israelis drew comfort 
or gratification from the televised sight, that 
same evening, of dozens of missiles, 
launched from helicopters, slamming into 
offices and depots of the Fatah movement 
and its Tanzim militia up and down Gaza. 

Even knee-jerk militarists are beginning 
to suspect that military means alone will not 
quell the two-month-old Al Aqsa intifada. 
The Jewish death toll over the past two 
months is 31 soldiers and civilians, much 
lower than the Palestinian figure of at least 
240, but high enough to hurt. 

Despite the reprisal bombing, gun bat- 
tles continued to erupt at flash points. On 
November 22nd, four Tanzim activists were 
shot dead by Israeli soldiers in Gaza. The 
same evening, two Israelis were killed when 
а bus was blown up by a bomb, perhaps the 
work of Hamas, in Hadera inside Israel. The 
day before, Egypt had recalled its ambassa- 
dor from Tel Aviv, and Jordan announced 
thatit would not appoint a new ambassador 
to Israel at this time. 

For Israel's peace camp, the new deteri- 
oration was especially disheartening. Just 
last weekend a glimmer of hope had 
flickered briefly through the gloom. Yasser 
Arafat issued orders that forbade shooting 
into Israeli territory from areas under his 
control. This seemed to leave the rules of en- 
gagement vague in other areas. But it was 
nevertheless welcomed in Israel as a first 
public action by the Palestinian leader to 
contain the conflict. An Israeli minister, Am- 
non Lipkin-Shahak, held secret talks with 
Mr Arafat on November 18th. 

The Americans, too, seemed to be rev- 
ving up for one last burst of diplomacy be- 
fore Bill Clinton leaves office in January. 
Dennis Ross, the Americans' main peace en- 
voy, came and went. The Israelis signalled 
that if the fighting died down, and talking re- 
sumed, they might rethink their rejection of 
Mr Arafat’s demand that an international 
force be sent to the territories. France and 
Britain had suggested that the UN might send 
small contingents of unarmed observers. 

But now the Israeli mood has changed 
again, and the government is resisting any 
international presence. It also insists that an 
American-led fact-finding commission, 
which was set up with its consent, is post- 
poned until the violence subsides. 

The general despondency is sharpened 
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by a stark dissonance between how the Is- 
raelis perceive their army’s behaviour and 
how they know the world sees it. In the cabi- 
net, in the army high command and in the 
Knesset arguments rage over the efficacy of 
what the prime minister defines as a policy 
of restraint. For some of the generals and 
politicians, the bombing of mainly empty 
buildings, and the enforcement of a block- 
ade on Palestinian areas, are not tough 
enough. Yet the policy is excoriated abroad— 
most recently, and most disturbingly for the 
government, by the American administra- 
tion—as an excessive use of force by the 
overwhelmingly more powerful side. 

Israeli hardliners argue that the army 
barely brings a thousandth part of its power 
into play. But they havenoalternative policy 
to propose. Ariel Sharon, the Likud opposi- 
tion leader, and Binyamin Netanyahu, its 
likely leader in a new election, both say they 
would do better if they were in power. But 


they do not say how—beyond Mr Sharon's 
muttered hint this week that Muhammad 
Dahlan, the senior Palestinian commander 
in Gaza and an erstwhile peace negotiator, 
might usefully be assassinated. 

This uncertainty reflects a complex am- 
bivalence towards the settlers, even among 
the parties of the right. While Likud or Shas 
voters may respect or even admire the self- 
sacrifice of the zealot settler families, many 
of them have accepted, however reluctantly, 
the left’s long-held contention that the settle- 
ments planted in the Palestinian heartlands 
will prevent peace and may provoke war. 

The absence of a clear-cut opposition 
policy iscold comfort for Ehud Barak, whose 
own situation grows daily more desperate. A 
bill providing for the dissolution of the Knes- 
set is to have its first reading on November 
28th, and could pass with an absolute ma- 
jority. Even if it does not, Mr Barak is facing 
mounting pressure to call a spring election. 

a. 





Swaziland 


Kings, cows and democrats 


MBABANE 


LTHOUGH the country is in a bit of tur- 
moil, the Swazi stock exchange seems 
unruffled. Unions called a general strike this 
month, and are plotting a blockade of the 
roads to South Africa, this tiny hilly king- 
dom’s neighbour and main trading partner. 
Police sprayed teargas at pro-democracy 
demonstrators in Mbabane, the capital, ar- 
rested several opposition leaders and beat 
up suspected dissidents. But none of this 
sparked panicon the trading floor. The Swazi 
bourse consists of a room where two brokers 
meet at 3pm each day, haggle for ten min- 
utes, and then knock off for tea. One or two 
deals are made each week. “It’s not hectic,” 


admits Sipho Dlamini, the director. 

The same could be said of Swaziland. 
Time moves sluggishly, Politics are pre-colo- 
nial. The king, Mswati III, is one of the world’s 
last absolute monarchs. Political parties are 
banned, and advocates of multi-party poli- 
tics are seen as troublemakers. Critics of the 
king or his mother, the “great she-elephant", 
face arrest. A long-delayed constitutional re- 
view is expected to change little. 

Until recently, most Swazis were content 
with this. There are only 1m of them, almost 
all from the same tribe. The king is seen as the 
head of a big family, and the guardian of 
cherished traditions, such as the annual reed 
dance, when Swazi maidens 








cavort bare-breasted in the 
hope of becoming the king's 
next wife. The elderly are 
grateful for occasional royal 
handouts of milk. The coun- 
try issosleepy that the theft of 
sacred cow-dung from the 
royal kraal makes headlines. 
But last month the mon- 
archy's benevolent image was 
dented. Some 100 peasants 
were evicted from their 
homes for refusing to recog- 
nise the new chief, a relative of 
the king's, who had been im- 
posed on them. The evictions 
were arbitrary, and many of 
the victims now shelter in 
tents on wasteland. The event 
has not turned Swazis repub- 
lican, but it has provoked 
grumbles: “We thought the 
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For companies and investor: 
market's a different animal. 





In a market that keeps changing ils stripes, there are three 
simple truths to keep in mind. 

Seek real growth. Find genuine value. Avoid empty promises. 

So, whether you're a company looking for the right investors 
— or vice versa — know this. 

We've helped an extraordinary list of new companies to get 
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for the long run. 
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The issue of global warming 
has given rise to heated debate 
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Shell believes that action needs to be taken now, both by 
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OBILE telephones are уеате for in 
Africa. Many businesses are on the 
fringes of the formalsector, and their oper- 
ations have to be fast, flexible and cheap. 
None of that is possibi when business- 





and decrepit fixed-line telephone system. 
Thirty-four countries Saharan Af- 
rica have fewer than ten telephone lines 
per 1000 people; in rich countries the aver- 


bribed, telephone company officials can 
keep you waiting a year or more for a line. 
And do they work? A study of 22 African 
countries in 1998 showed 60 outof 100 lines 
to be faulty. 

Apart from the normal i inconvenience 
and frustration, the poor quality renders 
these telephones virtually useless for In- 
ternet access. Moreover, telephone calls are 
expensive, According to the World Bank, 
‚|. calling across Africa costs between 50 and 
<a лоо times more than calling across North 
| America. Most African countries charge 
around $3a minute for intemational calls. 

The main reason for the wretched state 
of the telephone systems is that govern- 
ments see them as money-making assets 
Sob. 





king was a father tous all, but it seems that he 
only looks after his own family.” 
Even a backwater like Swaziland cannot 
hide from the modern world indefinitely. 
2 Most Swazi television aerials pick up South 
“African broadcasts, which are more popular 
than the local stodge. Swazis watch South 

„African traditional chiefs being sidelined by 
elected politicians. The Guardian, a radical 
Swazi newspaper, publishes on the Internet, 
where censors cannot reach it—and nor, 
alas, can most would-be readers. 

But news of injustice has prompted for- 
eigners to intervene. A recent law, crafted to 
crush labour unions, violated an interna- 
tional convention that Swaziland has signed. 
Unless softened, this could automatically 
mean that the country loses its easy access 
for sugar and other exports to the American 
market, The economic consequences would 
be grave. Growth in average incomes, which 
was brisk in the 1980s, slowed to about 1% a 
year between 1993 and 1999, and could drop 

further. Unemployment is already at least 
30%, Farm expansion is hobbled by the fact 
_ that the king owns most land "in trust" for 
^: thenation, and can evict tillers on a whim. 
Nowhere in Swaziland is more than a 
«short bus ride from richer, more democratic, 
South Africa. No matter how often Swazis 
are told that pluralism is not part of their cul- 
`: ture, they are growing jealous. 
NES E 
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Call Africa, and wait and wait... 


age is more than 500 lines per 1,000 people... 


Getting a phone installed is hard: unless... from a common practice known as 


: ularly excavate the cables. 


"covered from one civil war, this small West 


towards privatising its system. A few years _ 
ago, 30% of the state-owned telecoms com- © 
pany was sold to Telekom Malaysia, and a 
second company, part-owned by Western 
Wireless of America, was licensed to oper- 
ate alongside it. Deregulation has also 
spawned three mobile-phone operat 
and five Internet providers. Businessme 
once unable to afford 
"$150 installation fee charged 
ZW by the slow-moving stat 
2; < owned monopoly, ni 
the ıi > have mobiles that cost 
and can be installed in four 
hours. Private firms rece 
won a court injunction against 
Г thestatecompany tostopit 
__ Structing their operations. 
But the most deregulated, 
and. dynamic, system in 
Africa is. in Somalia. 






















































for themselves and their friends. Some 
governments, including Zimbabwe's, also 
quite like the chance of monitoring the op- 
position’s phone calls and e-mails. 

Among the worst-served are the 120m 
Nigerians, who have only four lines per 
1,000 people. In Lagos, the commercial cap- 
ital, it is common practice to arrange a 
meeting by sending acourier across the city 
with written notes rather than waste time 
trying to telephone. Nigerians also suffer 


“tossing the line" in which tele- 
phone engineers cutalineand 
then ask for an exorbitant re- 
connection fee. Thieves reg- 


A handful of Nigerian 
companies will sell a mobile 77 1 
phone, and very poor service, for : 
about $1000. But next January 
there is to be an auction of four 
more mobile-phone: licences. The 
government has promised new leg- 
islation on telecoms before the end of 
cember. It has also promised, though with- 
out actually setting a date, to sell part of Ni 
tel, thestate-owned company. | 

Ghana has gone some way © 


destroyed in the civil war 
and has now been t 


j build a shed of ee booths a 
E charge $r a minute for anywhere. 
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Guinea-Bissau 


Moral authority 


BISSAU 


yale is that the appointments were p 
lly and tribally motivated —which indeed 
- they were--and would therefore upset: 
HE armed forces are split into two fac- — balanceof power in the armed forces. © 
tions, and fighting one another. Barely re~: The cabinet went into crisis session. Two 
days later, forces loyal to the president had 
control of most of the capital, Bissau, while 
General Mane was holding the airbase. Pub- 
lic opinion is probably as split as the arm 
` General Mane's men retain some popularity 
for removing Mr Vieira from power, running 
arelatively clean transitional administrati 
and peacefully handing over power. 
the general felt, gave him the moral authori 
to pronounce on government measures. 
The un Security Council has warn 
~ General Mane that it will hold him to blan 
if the country slides into chaos. Direct mi 
tary intervention, he has been told, could 
lead to international isolation, and an eni 
the foreign assistance that is crucial for the 
country's reconstruction. The army is de 


African state was showing at midweek some 
alarming signs of being consumed by an- 
other. General Ansumane Mane, the former 
leader of a short-lived military junta, and 
Kumba Yalla, the current, democratically 
elected, president, are battling for authority. 
Yet, until now, Guinea-Bissau had been 
making a brave bid, in a particularly trou- 
bled region of Africa, for political pluralism. 
А year-long civil war, between General 
Mane's forces and the country's long-time, 
authoritarian ruler, Joao Bernardo Viera, 
ended last year. In February, the party that 
had run Guinea-Bissau ever since its inde- 
pendence from Portugal in 1974 lost control 
at uN-supervised elections. Since then, the 
country has been run by a coalition of two mined to preserve its autonomy and 
opposition parties, which were broughtinto Situation looks grim, for the moment. But 
power by default as the only alternative to. the pastis any guide to the future, the pattem 
long-entrenched autocracy. A democratic of other run-ins between the army and the 
re-birth, it seemed. government over the past year suggests that. 
But General Mane is making it all too: theconflictcouldend inaface-savingcliny 
plain that he is not prepared to give up соп downon both sides. 
trol. On November 21st he declared himself 
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Meet your new European army 


BRUSSELS 


The divisions inside the European Union on defence are still bigger than the 


things it can agree on 


HE first skirmishing has been concluded 

without many casualties, but bigger bat- 
tles lie ahead. That is a fair description of the 
first more-or-less serious discussion of mili- 
tary matters by the 15 members of the Euro- 
pean Union, which are not used to dealing 
with life-and-death issues (apart from the 
rapidly re-emerging crisis over the safety of 
eating beef). This week’s meeting showed up 
huge differences over the ultimate purpose 
of the Union's venture into the field of war; 
but a polite atmosphere was maintained by 
shelving some of the trickiest questions and 
concentrating on the here-and-now. 

Marching into the Union's Brussels 
headquarters, the ко” defence ministers laid 
out the weapons which might, under certain 
circumstances, be used in a European-only 
military operation. There were further pro- 
posals from the six countries which belong 
to NATO but not tothe eu, and from nineoth- 
ers which hope to join the £u. Inevitably, the 
arms laid out for inspection were as dispa- 
rate as the European family itself. 

Britain, once credited by France’s presi- 
dent, Jacques Chirac, with having “the best 
small army in the world”, brandished some 
of its sharpest swords: its newly formed air- 
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assault brigade, which is in the process of ac- 
quiring attack helicopters; its (one and only) 
amphibious brigade; an aircraft carrier and 
the ships and submarines that go with it. It is 
hard to imagine any more British firepower 
than this being deployed in any circum- 
stances short of a threat to national survival. 

Neutral Ireland volunteered 1,000 sol- 
diers, including a handful of commandos. 
The Czechs (in NATO but not the Eu) injected 
a sombre note by putting forward a poison- 
gas detection unit. Through clenched teeth 
the Turks—powerful members of the Atlan- 
tic alliance, and long-frustrated aspirants to 
join the Eu—offered up to 5,000 men. Ice- 
land’s ability to help was limited by the fact 
that, though a member of Naro, it has no 
armed forces at all. Among ru countries, 
only Denmark,constrained by the fact that it 
opted out of the part of the Maastricht treaty 
which made this military experiment possi- 
ble, and that its voters may not want to 
change their minds, declined to throw any 
troops into the fray. 

What do all these gallant offers mean? In 
military terms, it is easier to say what they do 
not mean. A year ago the Union’s leaders, 
most of them feeling embarrassed by the 


Your Union needs 
Tren promised for the rapid-reaction force 


feebleness of their contribution to the Ko- 
sovo war, set themselves a clear military tar- 
get: they pledged to acquire, by 2003, the 
ability to assemble 60,000 troops within two 
months, and keep them in operation for а 
year. For a group of powers with 2m men 
and women under arms, and ringed by po- 
tential war zones, neither the size of the force 
nor the 60-day notice sounded excessively 
ambitious. But this week's offers drove home 
the point that even this target is a long way 
from being realised. 

The total number of troops notionally 
offered this week was about 100,000, along 
with 400 aircraft and 100 ships. But, to keep a 
force of 60,000 in the field for a year. an even 
bigger number of men and women—ideally 
about 200,000—and a marked improvement 
inquality would be needed. Europe's armies 
have made no progress yet towards topping 
up their arsenals with the sort of equipment 
needed to sustain a long, tough military en- 
gagement: the means of moving an army 
swiftly into place by air and sea, mobile air- 
defence systems, sharp-eyed high-tech re- 
connaissance, and so on. 

True, some big orders are in the pipeline. 
Half a dozen European countries are buying 
A400M transport aircraft, a military version 
of the civilian Airbus. Germany, often a re- 
luctant partner of France in military space 
projects, has accepted the need to invest in 
eye-in-the-sky satellites. Britain's air force, 
embarrassed last year by a dire shortage of 
precision-guided all-weather bombs, hopes 
to start filling that gap in the next few 
months. But nobody with a prosaic military 
mind, more interested in cold steel than fine 
words, could as of now guarantee that the 
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A Turkish move into Central Asia 


ANKARA 


HEN Ahmet Necdet Sezer, Turkey's 

new president, asked to see his Uz- 
bek counterpart, Islam Karimov, at a Un- 
ited Nations meeting this autumn in New 
York, he was rebuffed. But within two 
hours, once the Turks had reassured him 
that they would no longer tolerate the 
presence of Uzbek dissidents on Turkish 
soil, the prickly Uzbek strongman changed 
his mind—and proceeded to make a deal 
that could shift the balance of power in 
former Soviet Central Asia. More- 
over, with quite a few top Turks rat- 
tled by the prospect of an Eu force in 
which Turkey might not be fully in- 
cluded, looking for friends in the east 
may regain some of its old appeal. 

For the first time since the Soviet 
Union collapsed, Turkey is sending 
arms to a Turkic-speaking country to 
the east of the Caspian and offering to 
train its army. Mr Karimov, facing re- 
bellion by Muslim extremists, has re- 
sisted Russia’s offers of military help. Now 
Turkey may step into the breach. The Un- 
ited States, which has recently lost ground 
in its effort to stem Russian and Iranian 
influence in the Caucasus as well as in 
Central Asia, is delighted. 

Moving fast, the Turks have sent two 
aeroplane-loads of guns and ammunition 
to Uzbekistan. And Mr Sezer, though keen 
for Turkey to join the Eu, is casting Turkey's 
net still wider to the east. After signing a 
military co-operation agreement with Uz- 
bekistan, he did the same last month with 
Kirgizstan, during a swing through Central 


EU's targets will be met. 

The political weight of this week's get- 
together and its likely effect on transatlantic 
relations are even harder to assess. Each of 
the Union's leading members would give a 
different answer. 

Tony Blair's government in Britain, fac- 
ing a barrage of Eurosceptic attacks at home, 
wasat pains tosay that nothing has changed, 
or will change, in the Euro-Atlantic order. 
NATO's European members are taking cer- 
tain sensible steps to improve their fire- 
power, as the Americans have urged them to 
do; NATO will continue to be 's main 
security club; above all, it will (as America re- 
cently insisted) retain its position as the 
main agency for military planning, even for 
European-only operations. In the British 
view, the uniformed advisers to Javier So- 
lana, the £u’s foreign-policy chief, will at 
most constitute a “modest staff" acting as 
"intelligent customers" of NATO's formida- 
ble civilian and military apparatus. In other 
words, the Eu will tell its big brother: we 
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Asia, including Kazakhstan and Turkme- 
nistan. 

Mr Sezer's visit was part of a fresh cam- 
paign to win the hearts and minds of Tur- 
key's post-Soviet ethnic cousins. Shortly 
after the Soviet Union fell apart, many 
Turks had high hopes that they would be- 
come leaders of a Turkic-speaking world 
stretching from the Adriatic to China. It did 
not happen. Russia retained its influence in 
many parts of its old empire. Turkey made 


nostrategic alliances to the east. 

True, thousands of Turkish entrepren- 
eursset up businesses throughout the Cen- 
tral Asian republics. But the biggest pro- 
ject—to build pipelines to take Central 
Asia's and Azerbaijan's oil and gas through 
Turkey to the West—is still only an idea, 
and America still sounds queasy about fi- 
nancing it. In any case, until recently most 
Central Asian leaders were suspicious of 
the Turks. In addition, despite Turkey's rig- 
orously secular politics, several Asian lead- 
ers thought that the Turks were encourag- 
ing Islamic groups to undermine them. 





have, say, some civilians to rescue in Algeria, 
or some light peace-keeping to do in 
Rwanda; please show us how and, if possi- 
ble, lend us a hand. 

The language used by French officials 
could hardly be more different, although to 
make life easier for their British colleagues 
they avoid referring explicitly toa “European 
army”. Whereas Britain sees 60,000 as the 
absolute maximum size of an expeditionary 
force, unlikely in practice to be reached, the 
French hint that it could well be larger. The 
generals who have started advising Mr Sol- 
ana are described in French as an état-ma- 
jor, which means both "staff" and “head- 
quarters" and has vague overtones of 
generals with monocles poring over maps 
with flags and pins. 

The British (including мато? secretary- 
general, Lord Robertson) present the eu as an 
occasional sub-contractor to NATO. The 
French stress the “political control” and 
“strategic guidance” the Union would hope 
to exercise over the forces “at its disposal”, 


Mr Karimov once said he had “con- 
crete evidence” that a fundamentalist plot 
against him had been hatched in Turkey. 
So he ordered hundreds of Uzbek students 
in Turkey to come home, claiming that 
they were being brainwashed by Islamic 
radicals. In Uzbekistan he shut down a 
handful of Turkish schools run by a Mus- 
lim brotherhood called the Fetullahcilar. 
Hisire was fuelled by the sanctuary offered 
by Turkey to his leading opponent, Mu- 
hammed Salih. Turkey's recent campaign 
againstitsown Islamists, at the behest of its 
influential generals, may have helped to 
calm Mr Karimov's nerves. 

Twoquestions hover over this lat- 
est twist in Turkish strategy. First, 
what do the Russians think? They 
have often accused the Turks of arm- 
ing Chechen rebels and egging on 
other historic opponents of Russia in 
the Caucasus. But there are signs of a 
rapprochement. Russia's prime min- 
ister, Mikhail Kasyanov, signed an 
“anti-terrrorist” agreement with the 
Turks, who promised that they would 
nolongerletin wounded Chechen re- 

bels for medical treatment. Russia and Tur- 
key, ancient rivals, may now recognise a 
mutual interest in wishing to keep Islamic 
fundamentalism at bay. 

Second, is it wise of Turkey to help 
Central Asian dictators who are not much 
loved by their own people? A prominent 
columnist in a pro-Islamic Turkish news- 
paper has given a warning that "Turkey 
will not get far by backing dictators who 
appoint themselves presidents for life or 
by helping to suppress all freedoms under 
the guise of extinguishing religious funda- 
mentalism." He has a point. 


even in operations involving some non-EU 
members. The British point out the difficulty 
of reaching by 2003 the goals laid out ata pre- 
vious meeting in Helsinki. The French retort 
that, as early as next year, the Union will 
have begun to acquire a rapid-reaction ca- 
pacity and the ability to engage in strategic 
assessment and planning. 

The French are used to Anglo-Saxon 
party-pooping. If there was a slightly un- 
pleasant surprise for the French at this 
week's meeting, it was the firmness with 
which Rudolf Scharping, the German de- 
fenceminister, reaffirmed the primacy of the 
American connection. A weakening of the 
NATO link was "neither desired nor antici- 
pated,” he insisted. The prospect of a Euro- 
Atlantic rift was further reduced by the ap- 
pointment of a German, General Rainer 
Schuwirth, to be the head of Mr Solana’s mil- 
itary apparatus. Like his deputy, a French- 
speaking British general called Graham 
Messervy-Whiting, he has spent his life 
serving NATO and is not known to have had 
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ananti-American thought in his life. 

Some hard decisions lie ahead, though 
they were set aside this week and will proba- 
bly not be resolved until the new American 
administration has settled into office. They 
include the hoary old issue of whether and 
when European-only operations can bor- 
row NATO equipment, a matter on which 
American (and Turkish) politicians have 
tough views. No less delicate is the question 
of how much intelligence and defence-in- 
dustrial expertise the European partners will 
share with one another. There are many sorts 
of knowledge, from nuclear know-how to 
cruise missiles and what the satellites see, 
that America imparts to Britain on the un- 
derstanding that no other country, and es- 
pecially not France, will be told. 

Even within the intimacy of the conti- 
nental European family, there are some bar- 
riers toco-operation. Rheinmetall,a German 
company which recently offered to build an 
armoured car for the French army, received 
the brusque reply that "reasons of national 
security" made it impossible to consider 
proposals from beyond the Rhine. 


و 





The Balkans 


More cash, 
please 


ps spring, when French officials first 
mooted the idea of convening a Euro- 
Balkan summit in Zagreb, it sounded like an 
exercise in diplomatic showmanship that 
could easily backfire. The unspoken inten- 
tion was, presumably, to demonstrate that 
the European Union can, after all, look after 
its troubled backyard; and that storming, 
American-led intervention like the air war 
againstSerbia would be the exception, rather 
than the rule, in Balkan affairs. The French 
gamble looked risky. At the time, nobody 
was confident that the Serb leader, Slobodan 
Milosevic, would leave office any time soon; 
and it looked entirely possible that the Za- 
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greb summit would coincide with another 
round of blood-letting, stirred up by Mr Mil- 
оѕеуіс, in Montenegro or elsewhere. 

On that score, things have worked out 
better than any western politician or dip- 
lomat, whether American or French, would 
have dared to hope. The summit in Croatia 
on November 24th will mark a fresh step to- 
wards Yugoslavia's diplomatic rehabilita- 
tion under the more moderate leadership of 
Vojislav Kostunica; it is tempting to assume 
that the Balkans will live happily ever after, 
as the benign influence of the more settled 
као ооа Е 
felt in the former killing-fields. 

A little too tempting, maybe. Seduced, 
perhaps, by the balm of Marseilles, the Un- 
ion’s 15 governments decided last week to 
nudge the emphasis of their long-term aid 
plans away from the Balkans and towards 
countries on the poorer side of the Mediter- 
ranean, which are closer in every sense to 
France and Spain. With €10 billion ($8.5 bil- 
lion) to apportion over seven years (includ- 
ing this year), they doled out €850m less to 
the Balkans than the European Commission 
had been seeking; this left a total for the old 
powder-keg region of €4.65 billion, of which 
nearly €1 billion has already been spent. 

That would imply an annual average of 
€600m for Yugoslavia (including Kosovo), 
Croatia, Bosnia, Albania and Macedonia. As 
the Balkan politicians gathering in Zagreb 
will doubtless point out, that is hardly a 
king's ransom, when Kosovo's call on the 
Union budget for next year alone has been 
estimated at €230m and that of Serbia 
proper (recovering from a decade of misrule 
and corruption, and NATO's bombing) at 
€250m. 

Of course, as the Union’s leaders will re- 
tort, countries surrounding Kosovo (except 
Serbia itself) last year all got large extra dol- 
lops of emergency cash to cope with the dis- 
ruption and refugees that resulted from the 
war. The Union has also assured Serbia's sus- 
picious neighbours that the €200m the Serbs 
have begun to get is coming out of a special 
EU reserve, not the general aid budget. 

Inany event, argues the Union, direct aid 
is not always the best way for richer Euro- 
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pean countries to help poor Balkan ones. 
Opening European markets to Balkan pro- 
ducts is at least as important, and the Union 
has made good moves in that direction. But 
sometimes, when electricity grids have been 
wrecked and there are many displaced per- 
sons to be fed and kept warm, there is not 
much alternative to aid—or so the Balkan 
leaders will argue back. So the meeting in Za- 
greb may not be such a love-in after all. 





Europe's Gypsies 


Are they a 
nation? 


PRAGUE 


HE striving of countries in Central Eu- 

rope to enter the European Union may 
offer an unprecedented chance to the conti- 
nent's Gypsies (or Roma) to be recognised as 
a nation, albeit one without a defined terri- 
tory. Andi e uec re а 
might even seek some kind of formal 
place—at least a voice—within the Eu's insti- 
tutions. After all, say Gypsy leaders, they are 
ethnically distinct, and their total popula- 
tion outnumbers that of many of the Un- 
ion's present and future countries. Some ex- 
perts put the figure at 4m-plus; some 
proponents of Gypsy rights goas high as 15m. 

Unlike Jews, Gypsies have had no 
known ancestral land to hark back to. 
Though their language is related to Hindi, 
their territorial origins are misty. Romanian 
peasants held them to be born on the moon. 
Other Europeans (wrongly) thought them 
migrant Egyptians, hence the derivative 
Gypsy. Most probably they were itinerant 
metal workers and entertainers who drifted 
west from India in the 7th century. 

However, since communism in Central 
Europe collapsed a decade ago, the notion of 
Romanestan as a landless nation founded 
on Gypsy culture has gained ground. The In- 
ternational Romany Union, which says it 
stands for 10m Gypsies in more than 30 
countries, is fostering the idea of "self-rally- 
ing". It is trying to promote a standard and 
written form of the language; it waves a 
Gypsy flag (green with a wheel) when it lob- 
bies in such places as the United Nations; itis 
setting up an office in Brussels; and in July it 
held a congress in Prague, the Czech capital, 
where President Vaclav Havel said that Gyp- 
sies in his own country and elsewhere 
should have a better deal. 

At the congress a Slovak-born lawyer, 
Emil Scuka, was elected president of the In- 
ternational Romany Union. Later this 
month a group of elected Gypsy politicians, 
including members of parliament, mayors 
and local councillors from all over Europe, 
will gather for a conference, again in Prague, 
run by the Organisation for Security and Co- 
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Scuka eyes the Gypsy tally—and reckons that a bigger voice is needed 


operation in Europe (osce), to discuss how 
to persuade more Gypsies to get involved in 
politics. 

The International Romany Union is 
probably the most representative of the out- 
fits that speak for Gypsies, but that is not 
saying a lot. Of the several hundred dele- 
gates who gathered at its congress, few were 
democratically elected; oddly, none came 
from Hungary, whose Gypsies are perhaps 
the world's best organised, with some 450 
Gypsy bodies advising local councils there. 
Theunion did, however, announce its ambi- 
tion toset upa parliament, but how it would 
actually be elected was left undecided. 

So far, the European Commission is 
wary of encouraging Gypsies to present 
themselves as a nation. That might, it is 
feared, open a Pandora’s box already con- 
taining Basques, Corsicans and other awk- 
ward peoples. Besides, acknowledging Gyp- 
sies as a nation might backfire, just when 
several countries, particularly Hungary, Slo- 
vakia and the Czech Republic, are beginning 
to treat them better, in order to qualify for EU 
membership. “The Eu's whole premise is to 
overcome differences, not to highlight 
them,” says a nervous Eurocrat. 

But the idea that the Gypsies should win 
some kind of special recognition as Europe’s 
largest continentwide minority, and one 
with a terrible history of persecution, is 
catching on. Gypsies have suffered many 
pogroms over the centuries. In Romania, the 
country that still has the largest number of 
them (more than 1m), in the 19th century 
they were actually enslaved. Hitler tried to 
wipe them out, along with the Jews. 

“Gypsies deserve some space within 
European structures,” says Jan Marinus 
Wiersma, a Dutchman in the European Par- 
liament who suggests that one of the current 
commissioners should be responsible for 
Gypsy affairs. Some prominent Gypsies say 
they should be more directly represented, 
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perhaps with a quota in the European Par- 
liament. That, they argue, might give them a 
boost. There are moves afoot to help them to 
get money for, among other things, a Gypsy 
university. 

One big snagis that Europe's Gypsies are, 


WARSAW 


HE resignation of Leszek Balcerowicz 

as chairman of the Freedom Union, 
Poland’s party for economic and social 
liberals, marks the end of an era. It also 
opens up the tantalising possibility of a 
deal between the Freedom people and the 
ex-communist Democratic Left Alliance, 
which looks likely to win next year’s gen- 
eral election. 

Mr Balcerowicz was much loved by 
market types as the pioneer of the shock- 
therapy reforms that revived Poland’s rot- 
ten economy in the early 1990s, and lat- 
terly asa hard-nosed finance minister. But 
he never achieved in politics the fluency 
he managed in economics. In June, he quit 
as finance minister in the Solidarity-led 
government of Jerzy Buzek and took his 
disaffected party with him. He seemed ex- 
hausted with politics, the more sosince he 
was not assured of re-election as his own 
party’s chairman. 

He will stay on as party chairman un- 
til the Freedom Union’s conference in De- 
cember, when delegates will choose be- 
tween two possible successors: Bronislaw 
Geremek, a former foreign minister, and 
Donald Tusk, a bright young senator from 
Gdansk. Mr Geremek—“the professor”, as 
he is called—is the likelier to get the nod. 
Senior members of the party have made 
no secret of the fact that they prefer his 


A Polish liberal goes 


in fact, extremely heterogeneous. They be- 
long to many different, and often antagonis- 
tic, clans and tribes, with no common lan- 
guage or religion. Their self-proclaimed 
leaders have often proved quarrelsome and 
corrupt. Still, says Dimitrina Petrova, head of 
the European Roma Rights Centre in Buda- 
pest, Gypsies’ shared experience of suffering 
entitles them to talk of one nation; their po- 
tential unity, she says, stems from “being re- 
garded as sub-human by most majorities in 
Europe.” 

And they have begun to be a bit more 
pragmatic. In Slovakia and Bulgaria, for in- 
stance, Gypsy political parties are trying to 
form electoral blocks that could win seats in 
parliament. In Macedonia, a Gypsy party al- 
ready has some—and even runs a munici- 
pality. Nicholas Gheorge, an expert on 
Gypsy affairs at the osce, reckons that, 
spread over Central Europe, there are now 
about 20 Gypsy MPs and mayors, 400-odd 
local councillors, and a growing number of 
businessmen and intellectuals. 

Thatis far from saying that they have the 
peopleor thecash to forge a nation. But, with 
the Gypsy question on the Eu's agenda in 
Central Europe, they are making ground. 
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wider experience and higher profile to Mr 
Tusk's peppy but rather vague ideas. Ei- 
ther man could plausibly strike an elec- 
toral deal with the former communists, 
who will be keen on the idea after the de- 
parture of Mr Balcerowicz, whom they 
loathed. But the idea of doing business 
with ex-communists makes many grass- 
roots Freedom Union members feel a bit 
nauseous. 

And Mr Balcerowicz? He would like to 
be appointed the next head of Poland’s 
central bank. Most of the Democratic 
Left's members of parliament do not want 
tosupport him, despising what they see as 
his cold disregard for the working Pole. 
Their leader, Leszek Miller, might never- 
theless settle for a deal in which he sup- 
ported Mr Balcerowicz's ascension in re- 
turn for the Freedom Union’s agreement 
to block the government's budget—an act 
which could bring forward next year's 
election to the spring. 

But the Freedom Union has ruled out, 
at least in public, any politicking over the 
budget. If he fails to be appointed head of 
the bank, Mr Balcerowicz has at least one 
other option. He could head for Georgia, 
whose president, Edward Shevardnadze, 
wants him to apply his patented shock- 
therapy treatment to that country's dis- 
mal economy. 
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| Claude Allègre, a recent Socialist min- 
`. ister of education, calls France's ar- 


- highest position only by his ambition. 


- energy and telegenic looks would give 
` him a head start. The money men 


| Ofacertain George W. Bush. 





JAM the politician to dream. The glorious spring of 2002 is 
coming to an end and the campaigning has been long, fierce 
and even—such are the stakes—nasty, But this is a moment for ela- 
tion, not exhaustion: France’s voters, to the consternation of pun- 
dits and pollsters alike, have chosen to discard the old guard of 
politicians, As the television anchormen struggle to explain the 
news, the awesome realisation dawns on Francois Bayrou: he has 
been elected president of the French Republic. 

Or is the dream a foolish fantasy? That Mr Bayrou, leader of 
the centre-right Union for French Democracy (upr) and also a 
member of the European Parliament, will be a presidential candi- 
date is beyond doubt; now 49, he says he will make his official dec- 
laration in the autumn of next year. But there are plenty of doubts 
about his prospects. The left mocks him because he achieved little 
as education minister in the mid-1990s 
(not that others have done any betterin 
dealing with. “the mammoth”, as 












chaic, union-bound education sys- 
tem). And on the right there are those 
who consider him qualified for the 


How ‘different it would be in 
America, where Mr Bayrou's youth, 


would come calling, and the momen- 
tum would build. Witness the progress 


But France, as the French are keen 
to point out, is not America. If Mr Bay- 
rou is to be president, he will need 
more than just good looks and an 
idealised home life (he is the father of 
six children). He will also need a mes- 
sage. Talk to Mr Bayrou and a single 
theme emerges: France needs some- 
thing "new" in its politics. Therefore it 
needs a new leader. Does it therefore 
need a new party, you might wonder. 
Mr Bayrou has already given the an- 
swer. After winning the presidency of 
theupr in September 1998, he took the 
Blairite step of rebranding his party: just as Labour is now *New 
Labour", so the unr is officially the "Nouvelle иләр”, 

It is easy to sneer. After all, the new upr espouses the same 
ideas as the old one. Add up “founding values” such as humanism, 
social responsibility and the so-called “social market economy”, 
and critics will sneer at a wishy-washy centrism. Indeed, that is 
one reason why Alain Madelin, a Thatcherite minister of finance 
in the mid~1990s and too close to the extreme right for Mr Bayrou’s 
tastes, chose to leave the upr in 1998 and form his own party, Lib- 
eral Democracy. Perhaps to spite the moderate Mr Bayrou, Mr 
Madelin is now touting his own presidential candidacy. 

But the sneers are a touch facile. Mr Bayrou is not a simpleton. 
One of his five books, a 1994 biography of Henri rv, has so far sold 
an impressive 200,000 copies (cynics will note the happy coin- 
cidence that Henri rv was known as the “builder of France" and 
that his childhood chateau happens to be only a couple of miles 
from Mr Bayrou’s more modest childhood home) Moreover, 
whereas other politicians and parties, both of right and left, have 
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Francois Bayrou, France's would-be president 




























shilly-shallied over "Europe", the upr, from its formation in 1978 
by the then president, Valéry Giscard d’Estaing, through to Mr 
Bayrou, has always cheered on the cause of Eutopean integration. 
Indeed, where rivals have surrendered their seats in the European 
Parliament in order to keep their mandates in France, Mr Bayrou 
has chosen to stay put, arguing for a European Union constitution, 
an elected кш president, a more powerful ev parliament, and the 
inclusion into Eu treaties of a charter of fundamental rights. 

The best reason to suspend judgment, however, is that quite 
possibly the voters really do want to throw out the old. Mr Bayrou 
casts himself as “the third тап” in the presidential race. The idea is 
that on the left the obvious candidate will be the present Socialist 
prime minister, Lionel Jospin. From the right, the obvious runner is 
the present conservative president, Jacques Chirac, seeking a sec- 
ond term, albeit this time, thanks to a 
recent constitutional amendment, of 
five years rather than seven. 

But is the obvious also the inev- 
itable? Mr Jospin is pretty sure to win 
through to the election’s second round, 
but why should the president? After 
all, Mr Chirac is not just tainted by the 
scandals now emerging from his 18- 
year period as mayor of Paris, he is also, 
forall his vigorous appearance, a man 
who turns 68 next week. Hence the 
room for a challenger on the right, de- 
nouncing corruption, castigating Mr 
Chirac's Gaullist Rally for the Republic 
(крк) as "a party that is dead but 
doesn't know it", and promising 
France a “new beginning”. 

The argument is fair enough. But 
will thechallenger be Mr Bayrou, and if 
itis, will he bestrongenough to beat Mr 
Chirac in the first round? The political 
facts of life are that Mr Bayrou’s chance 
arises only because the French right is 
in a mess. With 73-year-old Charles | 
Pasqua, a Gaullist nationalist who 
leads the breakaway Rally for France, 
probably too old to be electable, more 
plausible alternatives to Mr Chirac | 
would be the rpr’s Philippe Séguin 
and Alain Juppé. But Mr Séguin is the Gaullists’ candidate to be | 
mayor of Paris in next March's municipal elections, and so swears | 
loyalty to Mr Chirac. As for the clinically brilliant Mr Juppé, he 
must be content to remain mayor of Bordeaux as long as the 
present cloud of judicial investigation hangs over him. 

In other words, Mr Bayrou may be Mr Chirac's challenger not 
by right but by default. And meanwhile, the clever Mr Chirac will | 
doubtless be courting Mr Bayrou's rivals within theupr, for exam- 
ple by offering to make Philippe Douste-Blazy, the upr’s leader in | 
the National Assembly, his prime minister. | 

| 





Not that Mr Bayrou worries. Let the sceptics remember 1974:at 
the tender age of 48 Mr Giscard d'Estaing, now ће upr's older 
statesman, came from virtually nowhere in the opinion polls to 
steal victory from the Gaullist favourite, Jacques Chaban-Delmas. 
Or let them remember 1995: the campaign began with Edouard 
Balladur as the clear favourite on the right, and ended with victory 
for Mr Chirac. As Mr Bayrou recalls, the legend above the door of 
Henriiv'schildhood castle says: What must be, will be. 
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The Basque Coun 
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[B Basque Country is a highly industrialised euro- 
region with a long history in traditional sectors, such 
as capital goods and metalwork, and a strong foothold 
in the growth industries of the future. Located on the 
northern coast of Spain as it borders France, Euskadi, 
as it is known locally, is marked by a commercial and 
industrial tradition which have powered its economy 
for centuries and, over time, fomented a culture of hard 
work, quality and competitiveness. 


Industry weighs heavily in Basque gross domestic product, 
accounting for 37% of the total. With an ability to 
evolve and continue to grow over time, its strength has 
helped keep regional GDP growing at well above the 
average for the European Union for years, while keeping 
pace with or surpassing that of the U.S. The region's 
two million plus inhabitants generate one tenth of 
Spain's overall industrial production; almost one tenth 
of its exports and nearly 796 of the country's GDP. 


The increasing quality and competitiveness of Basque 
products helps explain why exports have nearly tripled 
from 1991 to 1999 and now account for 29% of 
regional GDP. This figure surpasses that of other strong 
export economies, such as Germany. Most of these 
products are destined for other countries in the European 
Union and a large portion of them come from the capital 
goods and steel industries located in the Basque Country. 
The region is home to 2.5% of all of Europe's automotive 
and over a quarter of Spain's aeronautic activity, a 
sector which is growing fast in Euskadi. Basque 
aeronautics firms recistered a 29% increase in sales 
last year. 


Euskadi's network of small and medium-sized firms, 
many of which are part of the machine-tools sector, 
are one of the pillars of its industrial base. This 7,235 
km2 corner of the world is the 11th largest global 
producer and eighth exporter of machine tools, while 
80% of the sector's firms in Spain are in the Basque 
Country. Many of its clients are large multinationals 
in the automobile and aeronautics sectors, including 
Mercedes Benz, Ford, Boeing and Airbus. The sector 
exports 56% of its production, most of which is destined 
for countries with a high level of industrialisation and 
technological development. 
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Basque industry is well aware that if it wants to attract 
investment to its region and make а name for its 
products abroad, it must lead in areas like quality. In 
1992, the Basque Foundation for Quality (Euskalit) 
was founded to promote quality among Basque firms 
of all sizes. The movement is rapidly gaining steam in 
Euskadi, where the number of ISO 9000 quality 
certifications earned by companies has tripled over the 
last three years and is now at 28%. This places the 
region third in Europe for its number of certificates 
over GDP, behind the UK and Ireland. 
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The Basque Country is in a unique position of financial 
self-government which allows it to raise taxes and 
distribute resources as appropriate. As a result, Euskadi 
enjoys one of the lowest corporate tax rates in Europe, 
32.5%. This system also puts funds at the disposal of 
the Basque government to address local needs, such 
as industrial renovation, and make funds available for 
special projects, as in the case of Bilbao's visionary 
Guggenheim museum. 


Thanks in part to Euskadi's favourable tax position and 
to the quality of life offered residents and visitors, its 
cities repeatedly rank among the best in which to do 
business in Spain, based on economic, social and 
geographic conditions. Without a doubt, its industrial 
heart and a cool head for business have enhanced the 
Basque Country's reputation as an attractive investment 
destination. 


For further information: 


BASQUE GOVERNMENT 
Vitoria-Gasteiz (SPAIN) 
TLF: 34.945.018092 
FAX:34.945.018081 
http://www.euskadi.net 


SPRI - BASQUE DEVELOPMENT AGENCY 
Bilbao (SPAIN) 
TLF: 34.94.4037012 
E-mail: info@spri.es 
http://www.spri.es 








2 pies years ago, the writer of this survey went 
to work on a new European business monthly. It 
was to be published in four languages: English, 
French, German and—no, Italian. Why bother with 
Spain, a backward little economy fenced off from 
the European Community, run by a decrepit, tinpot 
dictator? To such inconsequence had General Fran- 
cisco Franco, caudillo de Espana (por la gracia de 
Dios, indeed, or so he proclaimed) reduced a coun- 
try that once was the greatest power in Europe and 
held the grandest overseas empire in the world. 

The fault was not his alone: socially, politically 
and economically, Spain, torn by coups and civil 
wars, had been dropping behind the rest of Europe 
for 150 years. A semi-fascist dictatorship that sur- 
vived the defeat of that system in 1945 was just its 
latest misfortune. But the result was undeniable: ex- 
cept to the United States, eager for military bases, to 
outsiders Spain did not matter. 

And what a change there has been. Twenty-five 
years аёо this week, Franco died. Into his place 
stepped the man the caudillo had chosen—one of 
his few wise decisions—as his heir, the surviving 
grandson of the king who had fled the country in 
1931. The new King Juan Carlos soon, and unex- 
pectedly, proved a pillar of democracy: first in the 
transition to it, and then, in 1981, using his status to 
stifleone more attempted coup. He is still there, a re- 
spected monarch who over 25 years has earned that 
respect. Spain's democracy is young, but today it 
looks firmly rooted and certainly operates as well as 
any other. The economy has been transformed. In 
1975, one-fifth of Spain's workers were still on the 
land; now it builds more cars than Britain, and has 
one of the global leaders in the mobile-phone busi- 
ness. It has privatised, and opened to the world, no- 
tably since it joined the European Union in 1986. 
Though unemployment is still high, since 1994 
Spain's economy has been creating jobs faster than 
America's. Its public finances are in good shape. Its 
society, for better and for worse, has leapt 60 years in 
25. Spain has reclaimed its place among the nations. 

Yet what is this "Spain"? History alone has left 
several of them. It belongs to the Mediterranean, not 
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A country of many faces 


just by geography but by eight centuries of Muslim 
conquest and Christian reconquest. It is once again 
an integral part of that Europe whose Holy Roman 
Emperor Charles V in the 1500s was a son of Spain— 
and the mightiest ruler in the continent after Char- 
lemagne and until Napoleon. And it is part of, in- 
deed one creator of, the Atlantic world. 

Within its own borders lie many Spains. The 
land is large: about 1,000km (620 miles) from west 
coast to east, as far as from London to Prague; and 
that leaves out the Balearic Islands, and the Canar- 
ies, 1.200km away off West Africa. The country has 
temperate rainforests in the far north-west, deserts 
in the south-east. Its peoples are varied, their dia- 
lects—languages, some can claim—not just diverse 
to the ear but to the eye as well: Galician sounds and 
reads much like Portuguese, Catalan like a mixture 
of Castilian (the official language) and medieval 
French; and then there is Basque, as mysterious to 
most Spaniards as if it came from Mars. Internet ad- 
dicts coexist with peasant farmers, who in turn co- 
exist with sectors of agriculture as advanced as any 
in Europe. Roman Catholicism reigns, but Muslim 
immigrants have begun to flow in. 

Government, not least, typifies this diversity. 
Beneath (or rather, beside) a central government 
and parliament much like any others, lie (or stand) 
those of 17 regions, the comunidades autonomas, 
with wide powers. Real ones too, for the regions, like 
the German Länder or Canada's provinces, to use as 
they decide, not (like English counties) as the central 
government in Madrid tells them to. Whether they 
should have so much power, and be so ready and 
able, some of them, to thumb their noses at the cen- 
tre, is disputed, and has been for centuries. But after 
the extreme centralism of Francc's regime, it was 
bound to happen, and it reflects the reality of centu- 
ries. Spain is one thing, each of its regions, for vary- 
ing reasons, to varying degrees, another. 

It is this change from an isolated Spain, artifi- 
cially and (even if imperfectly) homogenised, to a 
Spain united but diverse at home and abroad that 
this survey will try to track. 
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An opened 
economy works 
wonders 
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Into the European market 


F TODAY'S Spain is deeply different from that of 

1975, it owes a big debt, often unacknowledged, to 
the 14 years of government (1982-96) by the Socialist 
Party (Р$ОЕ) under Felipe Gonzalez. For a start, he 
showed that Spain could swing left without arous- 
ing scares about reds under the bed. He dismantled 
much of the state ownership and some of the bu- 
reaucratism inherited from Franco. He kept Spain in 
NATO, and then led it into the European Union. Yet 
today's Spain is, in turn, deeply different from that 
of Mr Gonzalez: it is a solid economic success. 

For that, thank four things: Eu membership and 
the opening of the economy; successive devalua- 
tions in the difficult early 1990s; the psychological 
shock of the 1993-94 crisis, when unemployment hit 
almost 25%; and now first-round membership of the 
euro zone. And one thing more: the election, in 1996, 
of the conservative People's Party (Pp), under Jose 
Maria Aznar, a true believer, not just a pragmatic 
one, in shrinking the economic frontiers of the state. 
He did not win an absolute majority in parliament 
then, needing help from, notably, the Catalan “па- 
tionalists". But last March he won again, this time 
with an overall majority; and he deserved it. 

The economic figures need no spin-doctor: real 
Срр growth of 4%, or very near it, for four years in a 
row; employment up from 117m in 1994 to 14.6m 
now, and unemployment down from 24% to less 
than 14%; long-term interest rates down from 15% in 
1990 to less than 6%; not least, public spending, 
which hit 49.5% of Gp» in 1993, now below 42%, and 
a general government deficit (financial operations 
apart) shrunk from 7% in 1995 to very close to zero. 

Not all the figures are perfect. About one-third 
of all workers are now on short-term contracts, 
which spell flexibility to employers but insecurity to 
those they employ. The fall in unemployment is 
slowing, and at 13.7% (by the usually accepted mea- 
sure, though a rival one puts it several points lower) 
itis still huge. Wages this year have not even kept up 
with prices, let alone added the share of growth that 
а workforce can reasonably expect. The current- 
account deficit would be a worry were Spain not 
tied into the euro. Inflation is higher than expected: 
3.7% in September and rising, though a dip is due by 

year-end; with credit, even after a recent slow- 
down, still swelling at about 10% a year, and the oil- 
price rise on top, the Bank of Spain must be pri- 
vately glad at the latest euro interest-rate rises. The 
government's inflation forecast, used as a basis for 
next year's budget, is 2%. The trade unions are not 
alone in thinking that moonshine. Yet all these are 
scratches and chips on the paintwork, not cracks in 
the engine-block. Spain is catching up with the rest 
of the Eu, as it has been eager to, and in time the re- 
wards of growth will surely, if slowly, trickle down. 

How has it been done? The opening of the econ- 
omy began long before Mr Gonzalez. The Opus Dei 
technocrats to whom Franco turned in the 1950s 
may have had old-fashioned ideas about the inte- 
gration of religion and politics, but their economics 
was up-to-date. They could see that the dreams of 
autarky and all-wise government dear to men rang- 
ing from Mussolini to Nehru did not work. Spain’s 





take-off began in the 1960s. The oil shock of 1973 was 
badly handled, however. “Nothing is worse than a 
weak regime plus administered prices,” laments one 
businessman, and inflation was to plague Spain for 
years after Franco had ceased to do so. 


Opened and jolted 


The big opportunity came with entry to the EU. But 
the big jolt that made Spain ready to seize it was the 
1993-94 crisis. Employers and trade unions alike saw 
they must change. Employers began to modernise in 
earnest, cutting staff, wages and prices to survive. 
Belatedly, unions realised that their own pressure 
for large wage rises and public spending, along with 
excessive job protection, had brought the roof in on 
themselves. The psoe government legislated to 
make firing easier and less costly (and hiring there- 
fore less risky), and the unions learned to live with it. 
Meanwhile, uneasy householders began to spend 
less (which lessened inflation), and to save more, 
and more productively: the 1990s saw the total of in- 
vestment funds, life-assurance and pension funds 
(company ones included) soar from 5% of GDP to 
about 7095; stockmarket capitalisation, albeit con- 
centrated in a handful of companies, rose likewise. 

Then came a new government, determined to 
bring down the level of public spending into which 
its Socialist predecessors had been forced by reces- 
sion and rising welfare costs. Next, by happy chance 
for Mr Aznar, came the euro, and, not by chance but 
by choice and effort, a Spain that was qualified for it. 
The prospect cut inflationary expectations. The real- 
ity sharply cut interest rates. 

That was helpful for a state having to service 
public debt that, even now, totals 63% of Gp». It was 
even more helpful for companies eager to invest, as 
they knew they must, to match vigorous Eu com- 
petitors. Spain's two-way trade in goods and ser- 
vices in 1991 totalled 37% of Gpr; by last year, it had 
risen to 56%. That change has been arduous for busi- 
ness, but very salutary. And with memories of isola- 
tion not so far back, most Spaniards feel sure they 
were right to opt first for the Eu and then (less surely: 
51% for, 34% against, in a recent poll) for the euro. 

Can the good times go on? This year's oil shock 
and aftershocks make short-term prediction doubt- 
ful. The government still hopes for 3.6% growth and 
350,000 more jobs in 2001, but there are big clouds on 
the horizon. Recent figures show industrial output, 
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housebuilding and car registrations all slowing. Lag- 
ging wages will cut demand. Mortgage rates are up 
nearly three percentage points since they bottomed 
out in 1999; no bad thing after. two years in which 
house prices rose by more than a quarter, but this 
too must cut other spending. The long-term issues, 
though, are on the supply side: more privatisation, 
more competition, more mobile labour. 

The state, after 20-odd years of sell-offs that be- 
dan with the banks, has not much left to sell. Its 
holding company, serr, expects to raise $4.5 billion 
over the next four years, about one-third as much as 
in the past four. Its remaining 54% stake in Iberia, the 
national airline, has been heading for a sale for over 
a year, but has yet to be offered. The debt-laden state 
television service, RrvE, will soon be transferred to 
SEPI; a first step towards a sale, many suspect, al- 
though кту says not. The railways are even more 
indebted, and subsidised by about $12 billion a 
year; their infrastructure will remain state-owned, 
though by 2004 private trains may be using it. The 
state also still owns motorways (except for 1700km 
that are privately run, under concession), some ports 
and airports; a Mediterranean ferry line; the historic 
parador hotels; a few other bits and pieces; and 
some shares left over from earlier privatisations. 

Less noticed, but large, are the holdings of gov- 
ernments at lower levels. Regional ones supply wa- 
ter and run television stations; some run ports and 
airports. Many buses are run by regions or city halls. 
The savings banks, which make up about half of the 
banking sector, are mutually owned, but subject to 
public-sector boards. The result is not a swamp of 
universal inefficiency, crying out for sale and re- 
habilitation. Indeed, the city of Madrid had to take 









over failing private-sector bus lines. Some sales 
would surely help, however—yet look unlikely. 

The real question, though, is competition. The 
PSOE, Claiming to have led the way in privatisation, 
accuses Mr Aznar's men of failing to ensure real 
competition after it. That is hardly fair, and will be 
even less so if a liberalising packege announced in 
June is vigorously enforced. It will stop the two big 
petrol-station operators, Repsol and Cepsa; opening 
new outlets for some years, and force Repsol to give 
upcontrol of the one and only petrol haulier. Similar 
rules were to inhibit the two biggest electricity com- 
panies; and in 2003, four years before the date origi- 
nally set, domestic consumers will be able to choose 
their supplier. Gas will be similarly freed, and Ena- 
gas, the distributor, is being hived off from Gas Nat- 
ural, the de facto monopoly. supplier. From. this 
month, Telefonica, once a state monopoly, has been 
forced to open the "local loop" to rivals. 

Fine, but consumers may wait to cheer until 
they see what happens with electricity. The two big 
boys (out of four that matter), Endesa and Iberdrola, 
do not want to fight each other, but hope to merge 
instead. The government has insisted that, if so, they 
must sell off a large chunk of their joint 80% of the 
market, making room for three newcomers to join 
the fray. The result would still be a giant, against five 
relative pygmies. The better answer would have 
been a flat no; but the "national champion" notion, 
so dear in France, is alive even among Mr: Aznar's 
team in market-opening, decentra ising Spain. 

The other supply-side issue is flexible labour. 
The government is arm-twisting employers and un- 
ions towards a pact on this. “We can't open the door 

to immigrant workers and yet do nothing about the 
labour market,” says Rodrigo Rato. economy minis- 
ter since 1996. It isindeed diverse, with wide regional 
variations in unemployment, and the women's rate 
twice the men's. Bosses and unions must agree by 
year-end, says the government, or it will legislate. Of 
that, more later: the issue of labour efficiency is 
more complex than it may seem. 

Whatever the changes to come, though, the big- 
gest has already happened. In three decades, a 
rather poor, rather closed country. its business and 
political enterprise alike tied down by an outdated 
philosophy, has become a middling rich one; Minds 
and markets have opened. This has generated 
money, and money is an astounding agent of 
change. If Spanish society today.looks much like 
any other in Western Europe, that is not just because 
fascism went away. It is because money arrived. 
— NENNEN Y 





National calm, regional turmoil 


N POLITICS, the most striking change is that today 
change strikes nobody. To the young, Franco's de- 
cades of power are ancient history. It is only 19 years 
since the last attempted coup, yet by now no one, 
young or old, can imagine another. Politics may be 
sharp—the bringing-down of Mr Gonzalez, eg—but 
the result is, well, just a different government. 
That is a change from days a lot further ago than 
Franco's. Much of Spain's political history since 1800 
has been a tale of savage partisan strife, not least 
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in the short-lived republic that he overthrew. The 
civil war, not 65 years past, saw countless atrocities; 
Franco's rebels, especially, butchered their political 
opponents with a zeal that might leave Chile's Gen- 
eral Pinochet astounded at his owr moderation. To- 
day the Socialists and Mr Aznar's People's Party 
happily steal each others clothes. The pp lives 
readily with the abortion law that it fought bitterly 
in the 1980s. Broadly, if notin detail, it accepts the 
health, pensions and welfare set-up that it inher- 
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ited, just as Mr Gonzalez's men had earlier priva- 
tised, brought in short-term labour contracts and 
continued the subsidy of church schools. 

Joaquin Almunia, a long-time lieutenant of Mr 
Gonzalez, was the unfortunate who unexpectedly 
had to lead the the Psoe into last March’s election. 
Thumped, as expected, it soon chose a new, young 
leader, Jose Luis Rodriguez Zapatero. He has already 
made a mark with the public. But the party has still 
to find policies that set it clearly apart from its rival. 
Like what? Well, suggests Mr Almunia, things like 
tougher rules for competition, less tough ones for il- 
legal immigrants, a wiser choice of infrastructure 
priorities—better roads, say, but free ones, not the 
fee-charging autopistas dear to the рр. Over such 
differences are right and left to thunder into battle. 

Spaniards may be grateful for the sheer or- 
dinariness of it all. So they may for a far less ordin- 
ary step, one that suggests Spain has moved almost 
beyond the rest of Europe in political maturity. 
Barely re-elected, Mr Aznar let it be known that he 
would not aim for a third term. At only 47, he may 
justifiably have wider, European ambitions. Maybe 
he has drawn the lesson of the world's many leaders 
who have overstayed their welcome. The reason he 
himself gives is: “1 don't want to think myself more 
important than I really am.” 

That is saying quite a lot. Mr Aznar was born 
into a country which, as he puts it, “had a liberal 
revolution, but never a national one", and which 
spent most of the 2oth century paying for its conse- 
quent weakness. Now, this former tax inspector, still 
rather buttoned-up, for all his years in politics, can 
fairly hope to see the modernised Spain that he 
leads accepted as an equal among the five big coun- 
tries of the eu. And—if he can avoid the hidden trip- 
wires that await any leader—he will not be a lame 
duck on the way. He is content to see his party use its 
new absolute parliamentary majority to show who 
is in charge; and he, very firmly, is in charge of it. 


Trouble with the regions 


Tripwires there may be, and not only the normal 
economic ones, or the whiffs of scandal that helped 
to brin$ down Mr Gonzalez. Spain's diversity is ex- 
pressed in 17 regional governments, plus provincial 
ones in some regions, and thousands of town halls. 
Over-expressed, say some critics; certainly visibly 
expressed, in massive regional parliament and gov- 
emment buildings, and payrolls to match. The cen- 
tre, having transferred ever more functions to the re- 
gions, today has 45,000 fewer employees than in 
1994; the regions have 235,000 more. 

Yet that is only a symptom, say critics. Devolu- 
tion of power was inevitable after the days of cen- 
tralist dictatorship, when even regional languages 
were banned. The 1978 constitution duly allowed for 
a more representative structure, gradually built up 
in law and still under construction. In some cases, 
there were strong reasons. Basques and Catalans 
think themselves distinct nations, as, to a lesser ex- 
tent, do Galicians. Navarra too had historical claims, 
and the Canary and Balearic Islands geographical 
ones. But why was the process extended to all, those 
critics ask, and where will it stop? 

Devolution, in fact, is far from uniform. The 
Basque Country and Navarra collect their own taxes 
and pay the centre for services rendered. Other re- 





gions live on central handouts. The transfer of pow- 
ers (over education, health and local roads, notably) 
varies in degree and is still incomplete. But the crit- 
ics’ question is fair. Some, including Mr Aznar, argue 
that devolution is now in its final stage and need go 
no further: the regions have all the powers they 
need. Indeed, regional parties may fade away, their 
raison d'étre gone. More probably they will demand 
that ever more functions be handed to them, say 
others: look at Jordi Pujol, the longtime Catalan- 
nationalist premier (to borrow the Canadian word) 
of Catalonia. And if one of them gets extra powers, 
others will want the same, and so on. 

Maybe, but it does not have to be so. The Cata- 
lans and Basques really are distinct. Their national- 
ists’ true aim is not just power as such, but recogni- 
tion of identity: hence Mr Pujol’s outcry over the 
otherwise trivial recent decision of the centre that 
car number-plates would not, in future, show 
where the car is from. What counts is how such is- 
sues are treated. Catalonia’s schools, for instance, 
teach in Catalan. The federalist notions of Pasqual 
Maragall, leader of its local Socialists, would mean 
big constitutional changes. Are such things a men- 
ace to Spain? Treat them as such—as the Catalan pp, 
alone among the parties there, did until this au- 
tumn—and you may increase the risk. Treat them as 
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perfectly compatible with Spanish nationalism, and 
compatible they can very well be. 

Still, the regions take delicate handling, and 
charges of mistreatment by the centre are always 
good for votes. Often these end up with the Con- 
stitutional Court. But the big issues are political. 

One, of course, is money. Regional governments 
handle about 30% of all public spending (and lower- 
level ones another 20%). Yet, Basques and Navarrese 
apart, nearly all their cash comes from the centre: on 
top of specific grants, 30% of the income tax col- 
lected in the region goes back to it. But the small 
print is endless, complaints abound—and the sys- 
tem has to be renegotiated between centre and re- 
gions every five years. Last time round, Socialist-run 
regions such as Andalusia rejected the result. Much 
of next year will be spent haggling over changes to 
the system, to apply from 2002. 

What changes? There has been much talk of 
"co-responsibility", with each region (within limits) 
setting and collecting some taxes, notably those on 
alcohol, tobacco and petrol. The aim is that those 
who spend should share the political price of so do- 
ing. Good for the centre; good for the regions too, 
you might think, since this would add to their au- 
tonomy. Some see it that way, including Catalonia 
and Valencia, whose (рр) chief launched the idea; 
both might get lots more money that way. Others 
note that spending wins votes, but taxing does not. 
The centre too is now in two minds. At election time, 
Mr Aznar's team backed the idea. But now he does 
not need Catalan votes, and the relevant ministers 
have been backtracking. In any event, given Spain's 
large regional disparities, some equalising mecha- 
nism will also still have to be agreed on, with rich re- 
£ions screaming that they are being ripped off, and 
poor ones that they are being starved. 

Overall, the centre has to ensure fiscal sobriety. It 
has mechanisms to that end, and every quarter the 
Bank of Spain publishes each region's accounts, po- 
tential ammunition for its opposition parties. Even 
so, at least two regions—rich Catalonia and poor 
Andalusia—are not noted for their thrift. 

Haggling over regional revenues is matched by 
rows over central spending. Andalusia has its high- 
speed trains, say others; when do we get ours? This 





sort of thing happens in any country, but жеде 
of devolution makes it more sensitive in Spain. 

For a truly spectacular case of regional uproar, 
look at the national water plan unveiled in Septem- 
ber, a huge scheme to transfer a cubic kilometre of 
water a year from (mainly) the Ebro, in the north, to 
the dry south-east. Even the proposed beneficiaries 
at once began arguing over their shares. But that was 
nothing to the rage in Aragon, where much of the 
water would come from. It has a desert of its own, 
and many depopulated villages, some without 
piped water at all. A huge protest march in the re- 
gional capital, Saragossa, last month was led by the 
city's pr mayor, defying his party. and the region's 
PSOE premier. This row can run for years, souring re- 
gional relations with the centre. It is doubtful that 
any of that cubic kilometre will ever run at all. 

There is another, far uglier, regional shadow 
over Spain: terrorism from the Basque Country. Yet, 
for all the headlines about that, it is the ordinary, 
unreported, non-Basque 95% of Spain that gives a 
truer picture of its past, present and future. 





Andalusia, meet Galicia 


HE parliament of Andalusia meets in a former 

Seville church, vastly beautified by the removal 
of saints and stucco alike. Inside, a striking blonde, 
Teofila Martinez, leader of the local pp (45 of 109 
seats), is condemning the nuclear menace of a Brit- 
ish submarine lying broken down in Gibraltar, but 
will not actually vote for the motion denouncing it— 
because, claim the ruling Socialists (52 seats, plus 
four andalucistas), she has to toady to Madrid. 

The elegant colonnades of the hospital whose 
chapel this once was house the office of Manuel 
Chaves, leader of the regional government, the 
junta. Across the Guadalquivir river, his adminis- 
tration rules from what looks like a post-modernist 
bull ring with the superstructure of a 1980s cruise 
liner on top. In fact it is a relic of Seville's 1992 Expo, a 
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prestige success that has left that bank of the river 
with magnificent works of architecture, mostly un- 
used and in decay. Sheltered by a bridge from the 
sun, still fierce in September, a father and son are 
fishing the mud-green river for carp. Surprisingly, 
the boy—“‘he’s better than me"—has caught several. 

There is a lot of the unreported Spain in those vi- 
gnettes. Andalusia stretches 520 km across the south. 
Seville is as near to Madrid as to the region’s eastern 
edge, and much nearer in time: two-and-a-half 
hours now, by high-speed train, against five to Al- 
meria by car. Yet Madrid is still another country, a 
place to export oranges and tourist flamenco to. Mr 
Chaves, who has run his region for two terms and 
wants a third, does not love the capital. In the 1990s 
Mr Aznar barely talked to him, he says, and even 
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now the centre's treatment of Andalusia is “essen- 
tially political” (not always a disadvantage, as he 
doesn’t say: it was Mr Gonzalez’s people who 
steered Spain’s first high-speed trains to Seville). 

And the money he gets from Madrid? The sys- 
tem is unfair, with no real solidarity between rich 
and poor, laments Mr Chaves (whose region is 
poor). When last it was negotiated, Andalusia re- 
jected the result; but the previous system therefore 
still in force for the region does not even allow for 
Andalusia’s current 7m-plus population, he says. 

So all is gloom? In fact, no. For a start, Mr Aznar 
has been nicer this year, and now that he no longer 
needs Catalan votes, he might give Andalusia a bet- 
ter deal this time, says its boss. More to the point, it 
looks after itself. Like other regional premiers, Mr 
Chaves is a regular visitor to Brussels, financier of 
infrastructure and farmer's friend: much of the huge 
EU subsidy to Spanish olive oil—950m euros in 1999 
($1 billion at the time)—goes to Andalusian growers 
round Jaen. Seville and Cordoba provinces plant a 
quarter of Spain's (also subsidised) sunflowers. 

Still more to the point, Andalusians do not need 
the Eu, or Madrid, or Mr Chaves, to get them mov- 
ing. They work: those carp are not for catching but 
eating. It may seem crazy, but Spain's first steel plant 
was in Malaga. The region was pitiably poor 40 
years ago, when Torremolinos's first hotel went up. 
It reached the 1970s with sorry transport links— 
Malaga to Madrid could take 12 hours by train— 
antiquated farming and little industry. Skills were 
few: even by the mid-1980s only a third of Andalu- 
sians had finished secondary school. For work, they 
went elsewhere. 

Not now. Early efforts to turn three cities into in- 
dustrial "poles of development" produced patchy 
results. Later, the dreams turned to high-tech. But 
meanwhile common-or-garden tourism, where An- 
dalusia had natural advantages, was soaring; so 
soaring (and so common) that today the drive is to 
raise quality, not numbers—"golf courses, not 
beaches"—while adding inland and winter visitors 
to coastal summer ones. And 


parched fields are now seas of plastic sheeting under 
which crops like courgettes grow 11 months a year. 

The future is not secure. This boom depends on 
water from underground, and the aquifers are fall- 
ing. Hence plans for a desalination plant; hence too 
Andalusia's eagerness for water from the north. But 
while it lasts, it is a classic lesson in doing the best 
with what you have got. Subsidiary manufacturing 
has grown up around it. Andalusia, though it has re- 
cently grown faster than Spain as a whole, still has 
pockets of heavy unemployment; Almeria province 
has hardly any. Indeed, it employs 30,000 immi- 
grants. Some are legal, some not. They are not uni- 
versally welcomed, but they are needed. 


Opposite but alike 

Far off in the north-west, Galicia is Andalusia’s op- 
posite number. It has rain in plenty, and therefore 
broad forests and ample hydropower; but also, for 
all its far lovelier coast, and the historic jewel of San- 
tiago de Compostela, far fewer tourists. Of Galicia’s 
1.1m workforce, 17% have no job; 16% are in agricul- 
ture, some 3% in fishing. In its hilly interior, most 
farms are small, often tiny, livestock or dairy hold- 
ings. Its fishing boats roam from the coasts of New- 
foundland to Namibia. But they too, and the proces- 
sors ashore, are an industry under pressure. 

The region was never rich, and Galicians are 
famous emigrants. In Argentina, said to hold 330,000 
of them, gallego can mean any newcomer from 
Spain. Two of Mexico’s top tycoons are Galicians, 
and have built huge mansions in Ourense province, 
which their father left in 1922. Fidel Castro is Gali- 
cian by descent. Today, the region has 50% more 
people aged 20-40 than under 20, and in large parts 
of the interior more than a third are over 65. 

What is to be done? The big lack is communica- 
tions. You can hardly take a more picturesque rail 
trip, by valley, vineyard and sea inlet, than from 
Santiago to Vigo—nor a slower one. A north-south 
coastal motorway runs down to Portugal, and is to 
be paralleled by high-speed rail; for this, plus spurs 
inland, the centre has just pledged $2.25 billion by 
2007. But no such fine roads or trains run into the 
rest of Spain. The Gonzalez governments did not 
hurl cash at Galicia, run since 1990 by Manuel Fraga 
Iribarne, a notable conservative. 

Not that enterprise is lacking. The Madrid stock- 
market's star this year has been Zeltia, from Galicia, 
lifted by its marine-biology division. Inditex, a 
world name in prét-à-porter, thanks to its Zara 
shops, may be valued at $10 billion when it goes 
public next year; it began life in La Coruna, and still 
makes its clothes in Galicia, not China. Banco Pastor, 
one of few flourishing middle- 





there has been a still more | ATLANTIC 
striking boom in an even more OCEAN 
down-to-earth, but also natu- 
rally favoured sector, farming. 
The olive-oil business has 
been transformed: the peas- 
ant's grove is now an irrigated, 
mechanised plantation, its oil 
bottled and brand-named in 
Spain, no longer shipped off 
to Italy. But that is nothing to 
the boom in vegetables. 
Round Almeria,  once- 
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sized banks, is Galician; so is 
Union Fenosa, Spain s num- 
ber-three power company. 
More industry would be 
welcome. The shipyards sur- 
vive, but not with ease. Citroën, 
along with a bevy of compo- 
nent makers, builds in Vigo. 
But the hope must lie in natural 
resources—food, wood, gran- 
ite—and their processing. Gali- 
cians glow over their 3,200- 
member farm and food co- 
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operative, COREN, but it is small beside some French 
ones. Mr Fraga's people are pushing cash into educa- 
tion, telecoms and the knowledge industries, and are 
often in Brussels to keep ru help coming. 

Wise they are, polling figures suggest. Mr Fraga, a 
minister under Franco, played a big role in the shift 
to democracy, and long led what is today the рр. “То 
underlings he is o patron, to elderly farmers God,” 
says an observer. His РР xunta (that's Galician too) 
has 42 seats in the regional parliament, against the 
| Galician-nationalist BNG’s 18 and the рР$ОЕЎ 15. But 
| the last two are strong in town halls. And look how 
people vote: the old for the pp, the young for the BNG. 
Mr Fraga, at 78, still plans to run again next year. But 





what happens when he retires? 

Not much, maybe. The BNG 
does not really want, let alone ex- 
pect, independence. But the signs of 
Galician consciousness are plain, 
notably in the use of the language: 
schools mostly teach in it; most offi- 
cials use it; so do most, sometimes 
all, debaters even in much-mixed 
Vigo's town council; the xunta’s rv Galicia speaks 
nothing else. For Mr Fraga, an independent soul (and 
an old friend of Fidel Castro), this is no problem. But 
Galicia is a warning for any politicians who still 
hanker after a centralist state: they have lost. 








The murderous minority 


F ONLY all Basques would listen. They are a na- 

tion, even if its myths date mainly from the late 
19th century; and its ancient language is a thing 
apart. Franco squelched nation and language alike. 
The late 1960s brought ЕТА, the terrorist group that 
now disgraces both. Today, over 700 deaths later—a 
score of them in renewed violence this year—the 
Basque Country is Spain's Northern Ireland. 

Or is it? No way, say ministers in Madrid. To Mr 
Aznar, ETA is a security problem, period: one that 
can be cured (not just bandaged) by effective polic- 
ing, solid laws firmly applied, and public support 
for both; plus international support, and getting the 
region’s non-violent nationalists who now run its 
government voted out. And if all fails? It won't: the 
defence minister, Federico Trillo, “cannot imagine a 
time when the army would be used there". 

Certainly there are big differences. One is this 
determination: plainly, though they do not say it, 
Spanish ministers cannot imagine the repeated sur- 
renders of British ones to terror. And some things are 
easier for Mr Aznar. ETA has no hyphenated-Ameri- 
can lobby, laden with dollars and ethnic hate, to fill 
its coffers. Its safe houses across the border in France 
(which also has its Basques) are not safe at all: the 
French reject ErA's aims, not just its methods. Above 
all, hundreds of thousands of ordinary Spaniards, in 
the Basque Country and far from it, are ready to pa- 
rade their rejection of era in the streets. 

The biggest difference, though, is political. Only 
a third of Basque Country voters backed Spain's 
new constitution in 1978. But the Basque Nationalist 
Party (PNv), which abstained then, did back the 
later "statute of Guernica”, the region's own basic 
law, and in sundry coalitions has ruled there ever 
since. Basques, unlike Ulster's Catholics, have suf- 
fered no discrimination; if anything, the reverse. 
They get good jobs. They man the police force. Their 
language is spreading; many schools teach only in 
Basque, some in both languages, under 15% in Span- 
ish alone. This is Quebec, not Ulster—and with less 
ethnic antagonism than either. 

So what do the nationalists want? The right to a 
country of their own. It is for this, and only this, that 
ETA kills: its other excuses are bogus. So too, how- 
ever, is the Madrid version, shared by the national 
media, that тл thugs are not just vile murderers, 


ries) Marxist-Leninists, and venomous ethnic haters 
with it. That is mostly false. 

And the Pnv? It got talking with the gunmen's 
political allies in 1998 and, in effect, made a deal. It 
signed with them (and Catalan and Galician na- 
tionalists) the now notorious "pact of Lizarra" pro- 
claiming the right to self-determination; and the 
gunmen announced a ceasefire. In later regional 
elections, the pro-ErA party, now known as EH, did 
well; and the env, previously allied with the region's 
Socialists, formed a coalition with it. But talks be- 
tween the central government and eta front men 
got nowhere. Last December eta declared its cease- 
fire ended, and soon began killing again. 

Now the heat is on the pnv. It has ended its links 
with EH, but it still believes in trying to talk—and 
gets fiercely abused for palling up with murder. That 
too is false, and may be risky. Mr Aznar wants early 
elections in the Basque Country, and would send his 
tough interior minister, Jaime Mayor Oreja, a 
Basque, to head the rr list. His aim is to get the PNv 
out of government. That is imaginable: the region’s 
voters, once pro-nationalist by a margin of two to 
one, by last spring were evenly split, and recent polls 
show rNv support down. Surely, in a democracy, 
others should get a chance? Maybe, but when polled 
not 15% of the voters fancy a wholly non-nationalist 
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which is true, but also fascists, Nazis and/or (it va- | Basque San Sebastian says no to the gunmen 
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the Basque one has 
to work harder 
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government. And where would it lead? To fewer 
deaths, for a start, says Mr Aznar. Many Basques ask 
whether rnv supporters would not swing to rad- 
icalism, meaning more division and death, not less. 
At the PNv's grandiose Bilbao headquarters, one 
who asks is Jose Urkullu, at 39 a coming man in the 
PNV; а possible leader, some say, when its durable 
head, Xabier Arzalluz, steps down by 2004. As a 
pact, Lizarra is dead, says Mr Urkullu. But its princi- 
ples are not: Spain is a plurinational country, and 
needs a new model of the state based on what each 
nation decides. And what is that "Basque nation"? 
Anyone in the region's three provinces, he says. 


Remarkably, EH says the same. In its tatty office 
nearby, you will get the full “we are a nation” story; 
a sharp account of the PNv's eternal problem of dis- 
liking the Spanish constitution, yet working within 
it; plus some tosh about “state violence and our re- 
sponse to it". What you will not get is ethnic hate. 
Yes, Basques must get self-determination (and EH 
still dreams, as the pnv in the real world does not, 
that this might include Basques in Navarra, even 
those in France). But just who are Basques? “All who 
live and work in the Basque country." Humph. And 
whether ЕТА would let them make their minds up in 
peace, let alone accept a No result, are other ques- 
tions. But if this is fascism, it is an odd sort. No more 
fascist, let alone Marxist, are EH’s economic ideas. 
The party talks of a participative economy, mixed, 
but with a strategic role for the public sector, and 
more co-ops (an old fact of Basque life). It does not 
love multinationals, “but they are there”. This may 
be pie in the sky, but totalitarian pie it is not. 

The ETA gunmen certainly use fascist methods, 
be it street thuggery, fire-bombing or murder. But it 
serves no good purpose to distort their beliefs—and 
far less to tar-brush the peaceable PNv. As Mr Aznar 
recently said, arguing—as distinct from shooting— 
for independence is legitimate. There must be a bet- 
ter way of arguing back than to lump together those 
who argue with those who shoot. 
= 





Robust Basques and 


HE sad thing about eta terror—blood and mis- 

ery apart—is the attention it diverts from real is- 
sues: those of balance between the regions and the 
centre, of prosperity and how to spread it. “Like any- 
one,” explains a (PNv-voting) Basque, “what con- 
cerns us is jobs, the family, schools, holidays." And 
yet, says a Bilbao businessman, “We all live in fear." 
The long-term result must be economic harm. If you 
have a choice, why live, why invest, in an area 
where you forever have to look over your shoulder? 

In fact, most of Bilbao, most of the time, doesn't. 
But even now, harm there is: tourism is down on a 
year ago. That is a pity, for this very pleasant city has 
worked hard to make itself so. For most of the past 
century, this was an area of steel and metalworking, 
based on local iron ore and English coal. Its first 
post-Franco push was for infrastructure. Belatedly, 
it recognised that the jobs it needed must come in 
new industries and services, and from the private 
sector. About ten years ago Bilbao and its neigh- 
bours set out to create the right conditions. 

Today, the metal bashers and the port have gone 
downriver—or just gone.The famous Vizcaya steel- 
works is a building site. Railway yards have become 
parks. The industrial river front has been reclaimed. 
Now, at one end gleams the new Guggenheim mu- 
seum, a worldwide success, virtually bought with 
huge subsidies, against stiff competition. At the 
other end stands that essential of modern cities, an 
even newer congress and concert centre. Between 
them, still to come, will be a large office and hotel 
development, and lots of green space. 

Buildings are not all. Bilbao's spirit was as visible 
in September in an old one, its art gallery. Outside 





regional Catalans 


stands a work by Eduardo Chillida, the iron-work- 
ing Henry Moore of Spanish sculpture; inside, a spe- 
cial exhibition of many works from Paris's Musée 
Rodin; and a huge installation, "The Last Judg- 
ment", by Britain's Anthony Caro. Simultaneously. 
How many provincial cities would be up to that? 

If you want more Chillida, a stupendous Basque 
artist, go to the big brand-new sculpture park of his 
massive, abstract works outside San Sebastian, 
8okm away. When King Juan Carlos went to open it, 
ETA, according to the police, offered an installation 
of its own, several bombs nearby. Happily, they 
were detected before they went off. 

Yet it need not be like this. Catalans have no 
weird and wonderful language, but they have a 
weightier history of war with the centre than do the 
Basques: a 12-year battle ending in 1714 with the fall 


er way of being Basque 
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of Barcelona, one of whose defending generals then 
had his head cut off, pickled and displayed in a jar 
for 12 years more as a lesson. Undeterred, Jordi Pujol 
has won six regional elections proclaiming Catalan 
nationalism, while remaining a loyal citizen of 
Spain—which is what nearly all of Catalonia's 6m 
people want. 


Regional power, not regional independence 
There is a lot of regional noise. Look how much we 
have gouged out of the centre in the new budget, 
cries Artur Mas, Mr Pujol's economy minister (and, 
maybe, one day, successor). Bogus, and look how 
much more Madrid province gets, retorts Pasqual 
Maragall, whose Socialists got more votes, but fewer 
seats, in the 1999 regional elections. Yet when some 
members of Mr Pujol's Convergence party —which 
makes up three-quarters of his Convergence and 
Union (ciu) coalition—call for it to seek full inde- 
pendence, the premier rejects the idea out of hand. 
Not that all he says goes. By origin, his Union 
partners are Christian Democrats, keen on a de- 
centralised set-up for Spain not because they want 
to wave the Catalan flag but because they believe in 
subsidiarity, decision-making at the lowest appro- 
priate level. And their chief, Josep Duran i Lleida, 
would like Mr Pujol's job. Nor can Mr Pujol afford to 
thumb his nose at Madrid. He wants more central 
money—Catalonia is deep in debt—and he needs 
political help: he used to sustain Mr Aznar with ciu 
votes in the central parliament, but now, with a tiny 
majority, he needs rr support in the regional one. 
Even so, ciu's demands go far. All power to the 
regions, says Mr Mas, wherever the constitution per- 
mits; wider tax-setting powers; and even if the cen- 
tre keeps some functions, let it delegate the running. 
For example, tax-gathering should be done at re- 
gional level, with the proceeds shared in fixed pro- 
portions, and the region, not Madrid, deciding how 
much goes to the town halls below it. Other items 
on the wish list include an assured voice—with the 
Spanish delegation—at the eu, when Catalan con- 
cerns are at stake (no trivial point, this: even prospe- 
rous Catalonia gets $50m a year in Eu grants); and a 
full Catalan seat in bodies such as Unesco. A 


dreamworld? It need not be: some of 
it reflects the German model dear to 
several regional capitals. 

Mr Maragall, four times mayor of 
Barcelona, would go further, guaran- 
teeing town halls too their share of 
the tax take, and devolving respon- 
sibility for primary schools to them. 
In modest ways, the city itself tries to 
devolve some of its own powers. Yet 
it accounts for only 1.5m people (and 
falling), in a metropolitan area of 3m 
people and 32 town halls. The area 
has ad hoc bodies handling things like water, trans- 
port and rubbish-disposal; the city's new mayor 
sighs for the days before 1987, when one multi- 
purpose metropolitan agency did them all. 

Well he may. It was mainly the city that (profit- 
ably) handled the 1992 Olympics. It has grand pro- 
jects today: a festival of cultures in 2004, and its 22 
(“veintidos arroba”) district, where it hopes high- 
tech enterprises will set up. But everything depends 
on co-operation, from waterfront to Madrid. The 
port, transferred in the late 1990s from the centre to 
the regional government, last year handled 50% 
more cargo and over twice as many passengers, no- 
tably from cruise ships, as in 1990; it is investing hard 
to achieve its dream of becoming the Mediterra- 
nean’s logistic hub. The high-speed train, nationally 
financed, is due, at last, in 2004. It will have a stop at 
the airport, which is also expanding to handle дот 
passengers a year, about twice the number now. A 
new $2.5 billion metro line from the airport right 
across the city will be financed mainly by the region. 

None of this will be well spent unless the private 
sector invests to match. It was tycoons, not politi- 
cians, who built Barcelona into Spain's first indus- 
trial city, as they built the eccentric Antoni Gaudi 
mansions that today help to draw its ever-multiply- 
ing tourists. Their successors will work to keep it that 
way, and with no serious terrorism to deter them. 
Daimler builds vans in the Basque Country; vw 
builds Seat cars in Catalonia. The van builders say 
they have had no terrorist trouble. But one can won- 
der which plant has the better long-term future. 

п 








Banks and business 


| $ life reflects Spain’s diversity. For all Ma- 
drid's power and its 3m people, Barcelona, born 
of textiles, still asserts its place as the country’s in- 
dustrial heart. Cars, perhaps because they came late, 
are built in half a dozen places, from Vigo to Va- 
lencia. Not by chance, the two giant banks, BscH 
(ex-Santander) and ввул (formerly Bilbao Vizcaya) 
began life on the well-off north coast. So where is 
the equivalent Barcelona bank? It is much smaller, 
but it exists: La Caixa, biggest of 40-odd mutually 
owned savings banks, cajas de ahorro, mostly local, 
many small, that still thrive and even multiply. 
Start with the private-sector banks. They have 
some 17,000 branches (30% up since 1980) and 
126,000 employees (30% down). The two big fish 
were both hatched in 1999, after a series of mergers, 
often with large but undynamic ex-state banks. 
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With four-fifths of all bank assets between them, 
they have been doing nicely, not least because both 
have plunged heavily into Latin America and found 
the margins fat. But how do the minnows survive? 
Not too well, but in part by slimming staff, and 
in part by being regional. Banco Pastor has under 2% 
of the national market, but 16% in Galicia, and agen- 
cies in Latin America to serve the many Galicians 
there. Banco Sabadell, big among small businesses, 
also owns Banco de Asturias, strong in that region, 
and has just added Herrero, also strong there. 
Though still small, the combined result is now num- 
ber four in Spain, and will go public next spring. 
Enter the cajas. Herrero belonged to La Caixa, 
which instead got 15% of Sabadell. That is one oddity: 
the cajas can buy banks, but banks cannot buy ca- 
jas, these being mutually owned. Another one is 


And boss Pujol 
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that each region regulates its own cajas, and each 
has its own ideas of how it should be done. And 
while the big cajas buy or act like banks, the little 
ones compete, with branches all over Spain to catch 
migrants from their home base. The cajas now have 
over 18,000 branches, with 98,000 staff—both figures 
double those of 1980. They can merge in their own 
region (as in Galicia, where the strength of one 
pushed four others into getting together to fight it), 
but not across regional borders. Given the rush of 
Spanish bankers, of both sorts, into telephone and 
Internet banking, there could be upsets ahead. 

Or maybe worse. One big Catalan caja's invest- 
ment in 1995 in a shaky insurance company is still 
raising eyebrows in Spain's finance ministry. There 
is nothing wrong with the way caja profits normally 
go to local good causes. But who decides? Though 
the cajas are mutually owned, town halls have a 
loud voice in caja councils. Now add the wish—nay, 
law in Andalusia—of some regional governments to 
merge all the cajas in their region, and sceptics may 
well wonder if this isn't regionalism gone over the 
top, and where it will end. In regional "develop- 
ment" banks? Let the red-inked and malodorous 
history of the banks formerly run by Brazil's constit- 
uent states be a warning. Unsurprisingly, the Bank 
of Spain is keeping a beady eye on the cajas. 


A matter of places and people 

Spain's non-banking business world is more famil- 
iar: countless local firms; not many middle-sized 
ones (and hardly any of them quoted on the stock- 
market); a few giants. Even big business has a re- 
gional tinge, though. In retailing, for instance, El 
Corte Ingles and Carrefour’s Spanish arm operate 
nationwide; Caprabo, with sales of over $1 billion, is 
essentially Catalan. Even the two power giants, En- 
desa and Iberdrola, tend not to overlap. For sure, 
that is the nature of their trade. Yet the battles set off 
this autumn by their merger plan, and the counter- 
manoeuvres of Repsol, an oil giant, have had a re- 
gional side. Iberdrola is a Basque company; Basques 
fear it would become a Madrid one. Repsol and its 
subsidiary, Gas Natural, the gas monopoly, are both 
in the orbit of La Caixa, and had earlier tried and 


failed to buy Iberdrola; sure enough, there was Cat- 
alonia’s Mr Pujol urging them to try again. 

It is a complex war, as a sketch-plan (left) of the 
rival forces shows. But the key is simple: Spanish 
business is still run by its bosses (or, at times, politi- 
cians), not stockmarket analysis. It is a personal af- 
fair, as you would expect of a conservative society 
fenced off for 35 years. Even now just three shares, 
Telefonica and the two big banks, on some days ac- 
count for half of all share deals. Quite big Catalan 
firms were often family-run as late as the mid-1990s, 
when they noted the dynamism elsewhere, and 
rushed to buy in professionals. As late as 1999, one 
power in the then Banco Santander was Ana Patricia 
Botin—its chairman’s daughter. Indeed, but she had 
also headed the bank’s business in Latin America, 
an area that earned today's вѕсн a third of its 1999 
profits. She symbolised an outlook, not its failure. 


The employers lament 

All of Spanish business lives with, and dislikes, la- 
bour arrangements familiar in mainland Europe, 
but startling to Britons or Americans: two big trade- 
union confederations, and in some areas a regional 
one too; industry-wide wage negotiations; works 
councils in all businesses with 50 employees or 
more, if 10% of them want it; above all, costly rules 
on lay-offs. Much of this reflects the centralist past. 

Yet it works. Ask Daimler about its plant in the 
Basque country. It set up there in the 1950s, when 
Spain was a closed market; stayed, despite some skill 
and quality problems, because labour was cheap; 
invested in a quantum leap in the late 1980s; trained 
hard; and today sells its vans to all of Europe. It 
claims the skills of the local labour force match Ger- 
many's, and labour productivity is higher. 

Happily, Spain’s two big union bodies, the so- 
cialist ост and the ex-communist ccoo, now work 
hand in hand; and outside the public sector, few 
employers have much union trouble. Many would 
sooner negotiate at company, not sector, level; and 
after a year of falling real wages, unions will push 
hard in the many multi-year agreements soon due 
for renewal. Yet they have learned that wages do not 
grow on trees. Government too is helpful, at all lev- 
els and of all parties. But the law! Employers' bodies 
fume at the difficulty of shedding labour. If you 
want us to hire, you must let us fire, they argue, not 
unreasonably. In fact, they are doing both. Jobs have 
soared. So have short-term contracts, to a third of 
the total (three-quarters among workers aged under 
25). Off the record, big firms admit that such con- 
tracts have disadvantages too. Costly training goes 
down the drain. Loyalty and identification with the 
company never start. And insecurity may not really 
be the best spur to good work. 

There is a case for special rules for small em- 
ployers, for flexible working hours, and for lowering 
the cost of lay-offs. If such reforms were introduced, 
says a Barcelona boss, “I'd get rid of short-term con- 
tracts entirely.” As the government spurs the two 
sides towards an accord, growth and employment 
figures clearly show that, though labour law could 
do with being eased, business has often managed to 
get round it. The vigour that once took Spanish ships 
round the world, only to die, revive and then for a 
while be stifled by fascism, is alive and well. 
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The wide world 


PAIN lies in three worlds: the Mediterranean, 
from whose southem shores Muslim invaders 
arrived in п, later to occupy—and in all senses en- 
rich—most of what they called Al-Andalus, only to 
be gradually rolled back and finally ejected in 1492; 
the European Union, much of it a Spanish fief or at 
least Spanish-ruled 450 years ago; and the Atlantic 
world, whose western half. was dominated by 
Spanish conquistadors, sailors and traders at that 
time, and much of which still uses their language. 
Yet, for all that history, Spain's recent influence 
has been slight. The Mediterranean's Arab south 
slowly closed in upon itself, later to be seized by 
other European powers, still the main actors there. 
In Europe, bit by bit, Spanish power waned; some 
past glories remain, but mostly in Madrid's Prado 
museum. In the 2oth century, Spain gave Europe a 
few dazzling artists, and Francisco Franco. As for its 
transatlantic empire, independence-seekers took 
most of that in the early 1800s, and the United States 
all of what was left in 1898. Yet today, in all three 
spheres, Spain is climbing back; in Europe and the 
Atlantic, faster and farther than any optimist would 
have foreseen 25 years ago. 


The Mediterranean, maybe 


In the Mediterranean, "back" is an optimist's word. 
For 500 years, Spain's relations with its Arab neigh- 
bours have been cool, at best. They still are. The Eu is 
in dispute with Morocco about fishing in its waters, 
mainly by Spanish boats. Spain must secretly fear 
the day when Moroccan agriculture can challenge 
Andalusia's. It resents the flow of illegal immigrants 
in rubber dinghies across the Straits of Gibraltar. The 
two countries disagree about the former Spanish Sa- 
hara. Still, the crusading spirit is dead: Spain has long 
recognised what it gained from its Muslim colon- 
isers, and is working to build fresh links. Morocco's 
new king visited Madrid in September. 

The two governments broadly agree about the 
rush of illegal immigrants. Morocco accepts that its 
citizens—-by no means the whole rush —when 
caught are summarily shipped back. It keeps the is- 
sue of Ceuta and Melilla, Spanish enclaves south of 
the straits, on the back burner. The Spanish, in turn, 
talk of investment in Morocco (albeit with the aim, 
not least, of creating rush-reducing jobs). 

Farther east, Algeria supplies 60% of Spain's nat- 
ural gas, by pipeline via Morocco or by ship; plans 
for a direct pipeline are being studied. The risks of 
disorder in the Arab south worry Spain's defence 
(and immigration) chiefs. Yet, for all this, the Arab 
world is still low among Spanish priorities. 

What about the wider Mediterranean region, if 
there is such a thing? Enthusiasts at the Catalan In- 
stitute for the Mediterranean point to the centuries 
when Sardinia and Sicily belonged to Aragon; they 
could add those when the Normans held power, or, 
later, the Venetians. A daily ferry links Barcelona 
and Genoa; 10% of Spain's trade is with Italy. The 
two share interests in eu farm policy, as in barring il- 
legal migrants. But a common culture, beyond those 
left to all Europe by Rome and then the Renais- 
sance? The fact is that most Spanish eyes look north, 
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most Italian and Greek ones north and east. 

Facts can change. All the south-coast countries 
but Libya are EU associates. In 1995 the EU promised 
$4 billion for the region, and a Euro-Mediterranean 
conference in Barcelona added brave talk of social 
contact, security, democracy, human rights. The 
dream was of regional free trade by 2010. An EU- 
Mediterranean meeting in Marseilles last week may 
restart the stalled process. But much more will be 
needed, and may not be done. In the long term, 
though, the Arab Mediterranean will develop—at 
times, maybe, for the worse. Spain will have to keep 
atleast one eye wide open in this direction. 


One of Europe's big five 
Within the Eu, Spain's concems go far beyond the 
flow of farm and regional funds that outsiders dwell 
on, to much irritation in Madrid. The flow is indeed 
large. Nine Spanish regions are in the ков “objective 
one” list (with income per person below 75% of the 
EU average), and Spain’s 2001 budget puts receipts 
from ки regional, social and "cohesion" funds at 
about $7.5 billion. Add a net $6.75 billion from farm 
policy, take away Spain's $6.4 billion input to the EU 
budget, and the gain is near $8 billion. Spain dreams, 
says its minister for Eu affairs, of the day when it 
will be a net contributor. Like Augustine, who 
wanted to be virtuous, but not just yet? 

No, that is unfair to the Spaniards, welcome as 
the money is. Their income per head, which in 1985 
was less than 70% of the gu average, has now 
climbed above 80%, and they hope to have most of 
their poor regions above the 75% mark by 2006, 
when the у” budget system is due to change. They 
say they will not make concessions just because 
poorer East European countries may be within the 
EU by then. But for Spain eu membership never 
centred on money. The bargaining did: we open our 
market to your modern industries, you must help us 
develop so that we can compete. But the aim was 
political. Membership was an aid, a guarantee, but 
above all a symbol, of European normality: free- 
dom, democracy, social progress. Spaniards wanted, 
as today's foreign minister, Josep Pique, puts it, “to 
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Spain lives in 
several of them. 
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feel like 
prosperous country”. 

That was why Spain’s political 
class led its voters Eu-wards, and, 
unlike Britain's, found them so 
ready to be led, and to stay on 
course. It is why leaders and led 
alike today back both the eastward 
widening of the Union and the 
deepening of its institutions. Nor, as 
some Britons dream, has Tony Blair 
found a fellow foot-dragger in Mr 





Albeit built on the - 
old one 


Aznar. The two think alike about 
competition and social policy; they worked to- 
gether at the u's Lisbon summit to steer it their way 
rather than in the old-left way of France's Lionel Jos- 
pin. But Spain wants more European integration, it 
knows that France and Germany are the leaders to- 
wards that, and it is happy to go along with them. 
Not to tag along, though. Spain sweated blood, 
amid much German scepticism, to ensure it met the 
criteria for first-round membership of the euro 
zone. Now it wants full recognition of the full place 
it has earned. Some say Spain had that already, but 
Mr Aznar let it fall behind. In fact—-and in most 
non-Spanish Eu eyes—it didn't. Anyway, he is being 
assertive enough now. “One of the ко? major coun- 
tries, and one of the motors" is his vision of Spain. 
That is one reason why Spain takes as full a part 
as it can in European activities, EU or other. It has 
troops in Bosnia and Kosovo. It has offered 10% of its 
armed forces to the future European rapid-reaction 
force. Itjoined Nato's military structure only in 1996, 
but had already supplied a secretary-general, Javier 
Solana (now the EU governments’ “Mr Foreign Af- 
fairs”). It hosts a NATO sub-regional headquarters. In 
the haggling over how a larger eu will run itself— 
things like the number of commissioners, or of votes 
in the council of ministers-—Spain insists that, what- 
ever the details, its status as one of the big five must 
be assured. Economically, it is still behind; but hav- 
ing worked its way, after centuries, back to Europe's 
top table, it does not intend to sit meekly at the foot. 


Back across the Atlantic 


In the Atlantic world, Spain's recovery has been re- 
markable. in Latin America it is climbing back to 
second place—among the outsiders—behind only 
the United States. That is not because the old impe- 
rial power and its language enjoy a privileged posi- 
tion as Latin America's bridge to Europe, though 
some. Spaniards think so. Spanish statesmen or 





meet presidents of countries that matter, where 


| people in a normal, dents of « 
Trench or British ones might meet the prefect of 








Martinique or prime minister of St Kitts. But Mexi- 
cans or Argentines are perfectly capable of talking to 
Europe on their own behalf. The reality is simpler: a 
continent whose railways and industry were, much 
of them, built with British capital now has banking, 
telecoms and electricity supplied by Spain. 

Since the early 1990s, hardly a month has gone 
by without some Spanish acquisition in the region. 
In banking, one or other of BBVA and вѕсн has be- 
come market leader, or number two, almost every- 
where. After its latest purchase, of Motorola's inter- 
ests in Mexico, Telefonica will be running mobile 
phones in every sizeable Latin American country, 
Brazil included, and will have 10m subscribers, not 
too far behind its 13m in Spain. Its Internet arm, Terra 
Networks, has just merged with the giant American- 
owned portal Lycos, and will run the result; Latin 
America is plainly one big target. 

Endesa has large power interests in Argentina, 
and last year spent $5.5 billion to gain full control of 
a Chilean company. It is also into telecoms. Union 
Fenosa, a smaller contender, plans a power station 
in Mexico that will make it, it says, the biggest priv- 
ate-sector supplier there. Both companies hope for a 
role in the expansion of the Panama Canal. Iber- 
drola is in Brazil. There are many lesser ventures: one 
Spanish firm supplies gas in northern Buenos Aires, 
another cleans up industrial waste there. Prisa, 
Spain's biggest publishing group, has radio interests 
in Colombia and Chile. The Madrid stock exchange 
has launched a euro-based market, Latibex, for 
Latin American stocks. Sol Melia, with nine hotels in 
Brazil, plans ten more. 

Not all goes well. Iberia and Spain's state holding 
company, sEP1, are still paying for the Spanish air- 
line's rash move into Aerolineas Argentinas. In con- 
trast, the biggest-ever Spanish deal abroad, Repsol's 
$15 billion buy last year of Argentina's state oil com- 
pany, үре, was neatly timed: those were the days of 
oil at $10 a barrel. That purchase raised Spanish di- 
rect investment abroad to $28 billion last year, 
nearly 6% of this once-poor country's сюр. 

None of this amounts to a rebirth of empire. The 
idea that Spanish firms are seen as a new breed of 
conquistadors (or that all Chile rose in rage when a 
Spanish judge went for General Pinochet) is as over- 
blown as the notion of Spain as a bridge to Europe. 
But there is a special relationship, and—by descent, 
not conquest—many Latin Americans are happy to 
claim it. This writer's first taste of Basque cuisine was 
at a festival in Mendoza, in deepest Argentina. 





\ А ТНАТ sort of society has emerged from the 


y V multiple influences of the past 25 years? A far 
richer one, of course, with more schooling and skills, 
better jobs, millions of cars, rv sets, mobile phones, 
holidays abroad: in sum, much like any in Western 
Europe-—that is, greatly altered, in a very short time. 
But deeper down? Yes, greatly altered too. 

Especially for women. Today, some 60% of uni- 
versity students are women, if only 3096 of lecturers 


and 10% of top-level professors. In business, Ms Bo- 
tin, the banker's daughter, now an e-business ven- 
ture capitalist in her own right, is far from alone: on 
official figures, 30% of Spanish businesses are 
headed by women. Not the big firms, it is true; and 
unemployment among women is double that 
among men. Still, what a change from Franco's day, 
when a wife needed her husband's say-so to go out 
to work or open a bank account. In politics likewise, 
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Mrs Martinez, of the Andalusian parliamerit, is far 
from alone; and Mr Aznar has raised women in his 
cabinet at least as high as Tony Blair has. 

As for family life, the new rsoe leader still won 
loud applause recently urging Spain's men to share 
in household tasks. Like men elsewhere, they still 
beat their partners, and. sometimes murder them. 
Women's complaints of domestic violence indeed 
have been rising: fast, But is that because there is 
more of it, or because women are readier to speak 
out? One regional premier set off a lively debate in 
October calling for men guilty of violence toward 
their partners to be publicly "named and shamed". 

The statistics of a happier side of life speak vol- 
umes. In 1975, the birth rate was much the same as in 
1945; today it is half as much. Thank the contracep- 
tive pill, banned in Franco's day, but now widely 
used, The morning-after pill is not yet on sale; when 
it is, Andalusia's health service will supply it to any 
woman over 13. Parliament this autumn debated 
plans to recognise de-facto married couples, includ- 
ing same-sex ones. The рр said no; but it, and even 
the church, would accept a civil contract which, no- 
tably, would confer pension rights. Like it or not, all 
this represents a huge change. 

Tolerance is wide. The old savagery of political 
division has gone. Except at its loony fringe, Basque 
nationalism rests less on abuse of "them" than the 
Scottish sort, and, against Basques as such, arouses 
none: when Seville or Madrid march against some 
ETA killing, the slogan is Vascos si, ETA no. When a 
homosexual army colonel—a lawyer, it’s true, not a 
tank commander—recently came out, it was a two- 
day wonder, even in the army (which, in turn, faces 
little of the dislike inherited from Franco's days). 

The immigrants who flock ashore in the south, 
however, or drift round Barcelona's historic centre, 
are testing this new tolerance. Opposition parties 
dislike a tough law planned by Mr Aznar that 
would draw a sharp line between legal and illegal 
newcomers. But, as he says, no society has limitless 
capacity for integration. Some incidents, not only in 
the south, suggest Spain's is under strain. Last year 
430 tonnes of cannabis were seized, 8096 of it in An- 
dalusia, and 18 tonnes of cocaine. No one pretends 
all this was just in transit to countries farther north: 
Spain has a big drug problem, with 90,000 arrests 
last year. But there is evidence for those who want to 
believe that outsiders and crime go together. 


Education, the media and their uses 


The future, as everywhere, lies with two things 
above all: education, nearly all in regional hands; 
and the communication that spreads, adds to or de- 
stroys it. In both fields, the news is good and bad. 

In the schools, Spain has a tiff of its own, over 
the way Spanish history gets swamped by the re- 
gional sort. But it also faces questions raised in many 
other countries. Are there too many options, not 
enough core curriculum? And, in the later years of 
school, what exactly should count as core? 

Spain extended compulsory schooling from age 
14 to 16 by a law of 1990. The extra two years were in- 
troduced gradually. Now one effect is plain: that 
some kids don't want them. The education minister, 
Pilar del Castillo, wants to steer these into practical 
things or vocational training, rather than toward the 
pre-university baccalaureate. Better for them, she 


THE ECONOMIST NOVEMBER 25TH 2000 






























































feels; better for Spain, certainly. In 
1991 it had 890,000 students in pest- 
school vocational training, today— 
and not merely because school lasts 
longer—only 520,000. Even so, in 
Galicia this autumn, say trade un- 
ions there, half of those who wanted 
vocational training could not get 
into the course of their choice. 

Meanwhile, university numbers 
have soared; at Madrid's Compiu- 
tense to 86,000. This, at least, must be 
good news? Not wholly. Many study 
only for lack of a job; some are no 
good at it. Andalusia today has ten 
universities; too many, hints even 
an enthusiast for the region’s de- 
velopment. Traditional pride in “my 
son at the university"--often study- 
ing that other great Latin tradition, 
law—cannot easily be redirected 
into, say, biotechnology or hetel 
management. The result is an econ- 
omy crying out for skills, notably in 
informatics, yet with more gradu- 
ates than jobs for them. 

So be more practical, says: Mts 
del Castillo. The left suspects’ dis- 
crimination, calling for more bursa- | 
ries, more social and regional levelling up, and: less 
of what it calls favouring the semi-public sector. 
And the youngsters themselves? Young Spani 
are wild about the Internet, and learn Englis fro 





















































ready teaching in two languages, is experim 
with teaching senior classes in English as well. © 
Yet where does all this ed i 


Hermano" (Big Prae The press, in contrast, of- 
fers lots of weeklies “of the heart”, but no dailies of 
the gutter, just sober regionals, and national papers 
which read as if all Spaniards were postgraduates in 
world, Spanish and regional politics. A sharp bout 
of newsprint-rationing would do the big dailies no 
harm. Except on Sunday, few people buy them: El. 
Pais leads with 440,000 weekday sales. The reason, it. - 
is said, is that Spaniards read papers in the bar, and 
then mostly for local news. Spain's oldest daily, the 
Faro de Vigo, worries about the port, the mayor and 
traffic in the gran via. On weekdays it sells 33,000 
copies in a city of 300,000. 
Yet among young adults, only опе in seven 
claims to read any printed medium at all. The real 
moulder of society —though not of politics-—is tele- 
vision: nine public-sector providers. (two central, 
seven regional), two main private channels, plus.Ca- 
nal Plus, a subscription outfit with a digital asso- 
ciate. TVE-1, the state's main channel, gets about 25% 
of viewers, private Antena 3 and Tele-5 around 2096 
apiece. Viewers say the public-sector stations are 
politically biased. In opposition, the pp denounced 
RTVE, the provider of both state channels. In office, 
the party put pals in charge of it three times; num- 
ber three is now a minister, the government spokes- 
man. In turn, Andalusia's socialist Mr Chaves has 
just sent his spokesman to run the region's channel. 
Change may be on the way, however. RTVE is 
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about to join other state businesses under the wing 
of seri. That normally means a shake-up, write-offs, 
then privatisation. Not for us, says RTVE; and given 
its debts of $3.6 billion (and rising), that may prove 
true. Madrid province wants to privatise its channel, 
Catalonia ought to, if anyone will take on its $500m 
debt. But anyway there is choice. The Prisa group, 
publisher of the faintly leftish El Pais, is active in rv 
and radio. So, in a smaller way, is Recoletos, a sub- 
sidiary of Britain’s Pearson group that publishes the 
firmly right-wing El Mundo. The monarchist ABC is 
looking for a digital channel. Telefonica has rv and 
radio interests, and, like every other publisher, is 
into the Internet. A more justified complaint, though 
only puritans make it, would be of television’s ines- 
capable outpouring of junk. What satellites and the 
web will do to that is for prophets to say. 


An enduring force 


Yet much endures. Witness the most enduring (and 
moulding) force of Spain’s past 1,000 years: the 
church. Go to Saturday evening mass in Nervion, a 
middling suburb of Seville, and you may wonder. 
The big i19th-century church of the Immaculate 
Conception is far from crowded. Half the worship- 
pers are women over 50. Is this really, as one bishop 
says, still “a profoundly Christian country”? 
Profoundly, no; but was it ever, even at the peak 
of ecclesiastical power? Widely, yes. A congregation 
of around 100 is no packed house, but it is still five 
times what you would find at such a service in Lon- 
don. In Andalusia, 90% of people call themselves be- 
lievers, 20% churchgoers. The church has a univer- 
sity centre in Seville, and a seminary with over 75 
trainee priests, three times as many as in the 1980s. 
Nor is this special to the south. Basques are zeal- 





Welcome to the palace 


ous Catholics; when Pope John Paul II this autumn 
canonised a Basque saint, that region’s chief minis- 
ter went to Rome to kiss the papal ring. Barcelona’s 
Gaudi church of the Holy Family may be a wonder 
of architecture, not religion, but it is pilgrims, not just 
tourists, who pack Santiago de Compostela, and 
many of them come from other parts of Spain. Even 
now, about 40% of Spanish children go to church 
schools. This is very different from ex-Catholic 
France or even Italy. 

That is odd. For Spain too was torn by the old 
liberal-clerical divide, and both more recently and 
far more violently than they. As the priest of Ner- 
vion remarks, Franco was profoundly religious “їп 
the old style", and his rebels saw the civil war as, in 
рап, a crusade against godless communism, with 
some cause. Andalusia's peasants, and urban work- 
ers in many places, were deeply anticlerical; early in 
the war, thousands of clerics were murdered. 

Most of the hierarchy readily kissed the future 
caudillo's ring, and the church was later entwined 
with the regime, until Franco's last decade. Except 
maybe in the Basque Country, where it resisted 
Franco's centralising zeal, the church might have felt 
a fierce backlash after his fall. That did not happen. 
The democrats, conservatives and Socialists alike, 
agreed to maintain Franco's concordat with Rome 
(which gives the state a say in naming bishops, 
while the church gets a modest subsidy—and needs 
it: laden with priceless buildings and works of art, it 
is short of cash). And what the state accepts, society 
does, because the church has changed. Though it 
speaks out on social issues such as abortion, it steers 
clear of party politics. Our priest and bishop alike 
talk with enthusiasm of the Vatican Council. Ask 
about the Muslim immigrants, and their response is 
that of any sensible cleric in France or Britain. 

Today, in Spain as elsewhere, the church's pro- 
blem is indifference, or, at best, a faith that the be- 
lievers do not choose to show. But even now, in an 
indigent parish, the priest is still called upon to be 
the local problem-solver. In Andalusia's villages, 
says the priest of the Immaculate Conception, vou 
will see more of the village at mass than you would 
have done 60 years ago. (He is old enough to remem- 
ber.) And a nationwide survey found 28% of young 
people calling themselves practising Catholics. 


New monarchy, not so many new men 


In sum, Spain offers humanity's usual mixture of 
change and continuity, but in unusual proportions. 

Change? Take the monarchy: another ancient 
institution like the church, in far deeper discredit то 
years ago, yet now more widely respected than per- 
haps at any time since 1800. Why? Because it too is 
new. Our closing picture was taken at this year's na- 
tional day at the royal palace. The three friendly 
people on one side are Spain's king, queen and heir 
to the throne; their welcome guest is Julio Anguita, 
the outgoing leader of the country's far left. 

And continuity? Well, for all the changes, per- 
haps it is time Spain's women mounted a revolution 
of their own. According to the survey mentioned 
above, only 10% of young women aspired first and 
foremost to home and children. But 44% of young 
men aged 15-29 said they never did any housework, 
and 18% did not even make their own bed. 
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How not to run a railway 


Overreaction to last month's rail crash has increased the risks to rail 


passengers, not reduced them 


RITAIN'S transport system is in chaos. 

Speed restrictions have been imposed 
across the rail network, hundreds of miles of 
track are being replaced, and many train 
journeys are now taking longer than they 
did in the Victorian days of steam. So many 
services have been cancelled or delayed that 
there is still no emergency timetable on a lot 
of lines. Despairing commuters are fleeing 
the railways and taking to their cars, so the 
roads are getting snarled up too. 

Being British, many people are inclined 
to put up with all this, in the belief that they 
are getting a safer transport system as a re- 
sult. But they are not. The chaos is likely to 
cause more deaths than it saves and the 
money that is supposed to save lives is being 
misspent. 

Last month's crash at Hatfield, which 
killed four people and injured 34, was a dis- 
grace, caused by what one train operator de- 
scribed as “outrageously bad management”. 
The broken rail which caused the derailment 
had been identified as defective many 
months before. But only a handful of other 
parts of the network are, according to indus- 
try experts, in a similarly dangerous condi- 
tion. Yet Railtrack has identified 3,000 sec- 
tions of rail and 850 points as needing to be 
replaced, and, as a result, has restricted 
speeds to 20 miles per hour on nearly 500 
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sections of track. 

Experience, and pretty much everybody 
in the industry, argues that this is an overre- 
action. The Hatfield accident was very un- 
usual. Though broken rails are relatively 
common—there are, on average, two of them 
somewhere in the country every week— 
they have caused only six fatalities in the 
past зо years. The four Hatfield deaths are in- 
cluded in that figure. 

But while industry experts are sanguine 
about the risks from broken rails, they are 
alarmed by the possible consequences of 
running a railway without a timetable, 
which is what is happening in many parts of 
the country. Drivers are currently having to 
consult up to 16 pages of special directions 
on speed restrictions, which increases the 
chances that they might pass a red signal. 
Signals passed at danger (spas, as they are 
known in the industry) are at least ten times 
more likely to kill people than a broken rail. 
They have caused many serious accidents, 
including the one at Ladbroke Grove last 
year in which 31 people died. 

What's more, decanting frustrated rail 
passengers on to the roads, where the acci- 
dent rate per kilometre travelled is 12 times 
that of rail (see chart), also makes travelling 
more dangerous. Over the past month, the 
railways are estimated to have lost nearly a 
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third of their passengers. The resulting 
growth in road traffic is likely, according to 
road-safety experts, to result in five addi- 
tional deaths—nearly as many as broken 
rails have caused over the past 30 years. 

Ministers and rail chiefs, of course, know 
all this. The chairman of the Strategic Rail 
Authority, Sir Alastair Morton, has told the 
government that risks to passengers have 
been increased rather than diminished by 
the current safety restrictions. But when 
ministers are asked why they have backed 
the crippling of the railway despite knowing 
that this is inherently more dangerous, they 
reply: “We cannot afford to have another 
Hatfield.” In private, they acknowledge that 
the current rail chaos does not make sense. 
But they are too scared of the reaction of the 
press to say this in public. 

Rail experts are increasingly contemptu- 
ous, talking of “cowardice”. Chris Green, 
chief executive of Virgin Trains, says bluntly: 
“We have got to get back to commonsense.” 
Richard Hope, consulting editor to the Rail- 
way Gazette and a former adviser to the par- 
liamentary select committee on transport, 
says the current chaos is “unnecessary and 
totally unprofessional”. Railtrack officials 
privately admit that if they could be sure of 
political support, they would lift many of 
the speed restrictions immediately. 

This short-term stupidity is bad enough; 
but the long-term, underlying policy to- 
wards rail and road safety is worse. All safety 
measures imply a value on life, by estimating 
the number of lives that can be saved for a 
given level of investment (see chart). Evi- 
dence to the joint inquiry into the Southall 
and Ladbroke Grove crashes heard that the 
proposed new advanced train protection 
system would cost £2 billion to install across 
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the network, equivalent to more than £15m 
per life saved. The cheaper train protection 
warning system works out at £5m per life 
saved. By contrast, road-safety projects tend 
to be approved by local authorities only if 
their benefits exceed the costs by a huge 
margin. Local authorities will rarely approve 
safety measures if the cost per fatality pre- 
vented is more than £100,000. 

Popular preferences cannot account for 
this disparity. A recent Health and Safety Ex- 
ecutive report found that the public does not 
place more importance on preventing rail 
accidents than road accidents. That point 
matters, because the public's willingness to 
pay for safety is widely accepted as a key 
principle in appraising safety projects. 

Presumably the visual impact of train- 
crash pictures, and the terror they generate 
among politicians, is mostly to blame. Pri- 
vatisation, too, may have heightened the ob- 
session with rail safety, because there are 
many more different bodies involved in the 
businessof managing the railways—the gov- 
emment, Railtrack, the train operators, the 
various regulators—and they are all trying to 
cover their own backs. In addition, rail pri- 
vatisation is still such a delicate issue that 
politicians are willingto throw money atit to 
avoid embarrassment. And nobody in- 
volved is brave enough to say publicly how 
wrong this is. 
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Dissidents and terrorists 


London calling 


A new law is designed to discourage foreign extremists from using Britain as a 
base. Will it undermine an honourable tradition of offering sanctuary to the 


oppressed? 


ARX, Lenin, Ho Chi Minh, the African 

National Congress, and the Iraqi op- 
position all knew it. London is a good place 
to plot. The great split between the Bolshe- 
viks and Mensheviks happened there. Hu- 
guenots and aristocrats fleeing persecution 
in France found their way to London. Over 
the past century, a raft of exiled govern- 
ments, royal families and oppositions have 
setupshopin London. 

And they keep on coming. In the past 
few months there have been allegations that 
Afghan warlords were living in Mitcham, 
and that perpetrators of the Rwandan geno- 
cide were residing in Lewisham. Groups of 
Islamist extremists have reportedly been 
training for jihad at a north London mosque. 

Other cities are home to large groups of 
exiles too, but London, suggests Paul Wilkin- 
son of St Andrews University, "is an attrac- 
tive package". Britain has a "relatively liber- 
tarian tradition" of granting asylum to 
refugees, and "London has enormous access 
to the world media." Britain has historic 
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links with some 50 former members of its 
empire. For English-speaking dissidents 
from those countries, London is a natural 
second home. 

But shadier aspects of the capital also at- 
tract exiles. It is a popular place for launder- 
ing money and raising finances: Nigeria's 
late dictator, Sani Abacha, directed billions 
of dollars through London banks. Britain's 





The rich get richer 


ANY call, but few are chosen; and for 

a long time, nobody won. For two 
years, Britons have flocked to answer the 
question posed by the rv quiz "Who 
Wants to Be a Millionaire?" telephoning its 
premium-rate hotline in the hopeof taking 
part. But until last week, a British contes- 
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tant had not won the eponymous jackpot. 
Perhaps, pundits speculated, the British 
temperament was unsuited to negotiating 
the show's format, which demands a will- 
ingness togamble large sums of money—in 
contrast to the entrepreneurial Americans. 

With viewing figures in decline, execu- 
tives at rrv, which broadcasts the quiz, 
must have been relieved when on Novem- 
ber 20th a contestant finally mustered the 
wit, guts and luck to answer the 15 ques- 
tions required to win a million. As an 
added bonus, unlike the majority of previ- 
ous contestants, the new millionaire is a 
woman, Judith Keppel. 

Ms Keppel's triumph may have under- 
mined the idea of innate British timidity, 
butit has confirmed some other stereotyp- 
ically British characteristics. Though she 
was notas brazenly confidentas the first of 
the six Americans to win the jackpot, Ms 
Keppel’s upper lip remained impressively 
stiff throughout, despite the host's best ef- 
forts to unsettle her and liven things up. 
And her victory has demonstrated the na- 
tion’s perennial fascination with class: ac- 
cording to the press, the most striking thing 
about Ms Keppel is that she is posh. 

Ms Keppel lives in Fulham, a swanky 


part of London. She grew up in a mansion 
and was educated in a convent. She is the 
granddaughter of an earl, a descendant of a 
mistress of Edward уп and a relation of 
Camilla Parker Bowles, Prince Charles's 
girlfriend. She knew which English king 
married Eleanor of Aquitaine (Henry п) 
because she had seen Eleanor's tomb while 
on holiday in France. Conceding that 
"money has not been a terrible problem", 
she said she would probably use some of 
her winnings to buy a house with a south- 
facing garden. 

This unquestionable poshness has 
created some consternation. Part of the 
show's appeal lies in its suggestion that, 
like the lottery, it offers the chance for the 
humble to strike it rich. In fact, it offers little 
else: there are few embellishments to the 
central theme of handing out large pots of 
cash. Making a rich person richer seems 
much less alchemic than lifting a well-in- 
formed urchin out of poverty. 

Class warriors might argue that “Mil- 
lionaire" is not really egalitarian at all: since 
only well-heeled contestants will be 
minded to risk losing the sort of sums 
which Ms Keppel evidently was, the al- 
ready-rich are more likely to succeed. On 
theother hand, when posh people are pre- 
pared to appearon such a vulgar show, the 
class system has clearly had it. 
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National Crime Squad and America's Fed- 
eral Bureau of Investigation said this year 
that "London is a focus for attempts to laun- 
der allegedly illegal money from Russia and 
eastern Europe." 

General Pervez Musharraf, Pakistan's 
president, complained recently that around 
40 dissidents, responsible for stealing bil- 
lions of dollars, were being “harboured” in 
London. Osama bin Laden, an Islamist terro- 
rist suspected of responsibility for the 
bombing of two American embassies in Af- 
rica in 1998, is rumoured to have used Lon- 
don to form front companies and raise cash. 
London is alsoa leading centre for legal (and 
illegal) brokering of weapons deals, and a 
good place to recruit mercenaries or “private 
military companies”. 

All of which makes life easier for those 
foreign exiles who embrace violence as part 
of their struggle. Two groups accused of ter- 
rorist activities by America’s state depart- 
ment are said to have fronts in London. The 
Tamil Eelam group is closely linked to the 
LTTE, Sri Lanka's rebel army, and has offices 
in east London. The views of the Kurdish 
Workers’ Party (PKKk)—and of Kurds more 
generally—are propagated by the Kurdistan 
Information Centre, near Hoxton. 

At present, foreigners in Britain who are 
planning terrorist activities abroad have the 
right to stay, so long as they convince the 
courts that they would be persecuted if sent 
home. Earlier this year two Indians, Mukhtar 
Singh and Paramjit Singh, were ordered out 
by the Home Office “in the interests of na- 
tional security”. But the Special Immigration 
Appeals Commission overturned that deci- 
sion, allowing them to stay—although it de- 
scribed them as "terrorists"—on the grounds 
that they risked torture or even death if sent 
back to India. The presiding judge, Justice 
Potts, said the Convention on Human Rights 
forbids repatriation of those at risk of torture, 
though he added that “ux citizens might rea- 
sonably feel disquiet about a state of affairs 
which permits international terrorists to re- 
main here." 

But the loudest calls for a change in the 
law have come from foreign governments. 
Following attacks on foreign tourists in 
Luxor, Egypt, in November 1997, Hosni 
Mubarak, the Egyptian president, said: “Ido 
not understand why people on whose 
hands there is blood are granted asylum in 
England." Yemen, Iran and Saudi Arabia 
have all complained about so-called terro- 
rist groups which have "a free hand" in Brit- 
ain. The Saudis successfully persuaded the 
British government to expel an opponent of 
their regime, Mohammad al-Massari, in 
1996, although the decision was later over- 
turned. The academic director of an Israeli- 
financed terrorist-research body, Reuven 
Paz, recently said that a “variety of associa- 
tions in London...could serve as the back- 
bone of terrorist Islamist groups.” 

Largely in response to these sorts of prot- 
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Ocalan, Kurdish leader, and friend 


ests, Britain is toughening its laws on terro- 
rism. The 1989 Prevention of Terrorism Act 
has now been extended to cover areas be- 
yond Northern Ireland. According to Jack 
Straw, the home secretary, the new law, 
which will be implemented next year, 
should allow Britain to “co-operate more 
fully in the international fight against terro- 
rism”, It was designed, in part, to tackle those 
who would use Britain as a base for terro- 
rism. The law makes it illegal to plan a terro- 
rist act in Britain even if it is carried out 
abroad. 

But might it also entangle groups which 
use London as a base for legitimate protest 
and political activity? In the 1980s Margaret 
Thatcher condemned the anc, many of 
whose leaders were based in London, as a 
terrorist group, though she was unable to or- 
der the group's deportation. Instead police 
had to give it protection after ANc offices in 
Angel were bombed by South African 
agents, Under the new law, the ANc might 
well have been sent home. 





Express Newspapers 


Porn on top 


EWSPAPERS are not like other busi- 

nesses. After all, rarely does acompany 
that is suffering the cumulative effects of de- 
cades of mismanagement, a franchise in 
long-term secular decline, chronic under-in- 
vestment and vanishing profits attract a 
queue of eager buyers. 

Yet when the news dribbled out a couple 
of months ago that Lord Hollick, the Labour- 
supporting tycoon who has owned Express 
Newspapers for the past four years was keen 
to be shot of them, a queue of potential pur- 
chasers soon formed. Among them were the 


BRITAIN 


reclusive Barclay brothers (proprietors of the 
Ritz Hotel and the Scotsman newspaper), 
the only slightly less reclusive Hinduja 
brothers (whose interests include cable tele- 
vision and banking in India, but no newspa- 
pers), the Daily Mail & General Trust and, at 
thelast, Richard Desmond, a pornographer. 

Victory went to Mr Desmond. His pub- 


lishing firm, Northern & Shell, owns the _ 


Hello! magazine clone, OK!, as well as the 
British edition of Penthouse, Asian Babes, 
Women on Top and the soft-porn "Fantasy 
Channel". Within an hour of the deal being 
confirmed on November 22nd, he swept up 
to the steps of Express Newspapers in his 
blue Bentley, mumbled some 

words to bemused staff, deposited a 
thoughtfully placed evening newspaper 
hoarding with the words "Porn King Buys 
Express" in the Bentley's boot and swept off. 

Having paid Lord Hollick £125m, Mr 
Desmond will now discover that is only the 
beginning. Unless he is prepared to invest 
the thick end of £50m a year for several years 
to come, he is likely to find himself presiding 
over decline. All three titles in the group, the 
Daily Express, the Sunday Express and the 
ultra-downmarket (but quite witty) Daily 
Star have struggled to compete against bet- 
ter-financed rivals, staggering along on a 
combined editorial budget of £53m. Of that, 
about £41m goes to the Daily and Sunday 
Express—less than half the sum available to 
the Daily Mail, which now has more than 
double the circulation of the Daily Express. 
The cleverness of the Daily Mail is to com- 
bine tabloid froth with a veneer of smartness 
that has been beyond the Express. 

The Express’s readers are dying much 
faster than they can be recruited. Lord Hol- 
lick tried to appeal to a new constituency by 
changing the paper’s politics from its tradi- 
tional Conservatism toa sort of touchy-feely 
Blairism. To that end, he appointed Rosie 
Boycott, a liberal-leaning magazine journal- 
ist, to edit the two Express titles and appeal to 
younger and more metropolitan readers. 
Older readers—to the extent they have no- 
ticed—have been alienated, while the 
hoped-for young readers have not shown 
upin sufficient numbers. 

Mr Desmond is making all the usual 
noises about preserving the newspapers’ in- 
tegrity, even rather ludicrously suggesting 
thata “panel of experts” will be appointed as 
a safeguard. It seems likely, however, that 
politics will take a back-seat to showbiz. Mr 
Desmond says that he wants to aim the pa- 
per at “18-34-year-old females" and im- 
prove its "celebrity coverage". That at least 
suggests some useful sharing of rights with 
ОК!, which last week paid £1.2m for exclu- 
sive coverage of the wedding of Catherine 
Zeta Jones and Michael Douglas. Journalists 
on the paper are already wondering whether 
there are similar synergies to be explored 
with Women on Тор. 
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ROM Russia, Tony Blair complained yet again this week about 

the excesses of Britain's Eurosceptical press, almost as if it was 
Labour that bore the brunt of the knocking copy in the newspa- 
pers. That is hardly so. Every few weeks, for example, one paper or 
another runs a cruel satire poking fun at the largely unknown 
members of the Conservative shadow cabinet. This is a mite un- 
fair. The shadow ministers of opposition parties, strutting their 
stuff in a half-empty and under-reported Parliament, almost al- 
ways find it hard to make a public mark. But since when has fair- 
ness stopped a joke? Not long ago, one of those "have-you-ever- 
heard-of-any-of-this-sad-lot?" columns in the Guardian asked 
who the Tories' defence spokesman was. "Apparently defence is 
lain Duncan Smith,” it jested, “Бе- 
cause he used to be the publishing 
director of Jane's Defence Weekly." 

What larks. But the real joke is 
that the government does not find 
Mr Duncan Smith the least bit 
amusing,especially now. 

In Brussels this week Geoff 
Hoon, Mr Blair's defence secretary, 
was telling Britain’s partners how 
Amany warriors and fighting ma- 
chines it will make available to the 
EU's new rapid-reaction force (see 
page 67). This was intended to be 
something of a triumph, part of the 
government's campaign to prove 
that Britain can lead in Europe even 
- before joining the single currency. 
But it has backfired at home. From 
the Sun (“ew re in the army now”) to 
the Times and Telegraph, the Euro- 
sceptical newspapers have been on 
a rampage, castigating Mr Blair for 
embarking on a venture in Euro-ag- 
grandisement that will weaken the 
sacred. Naro alliance. The Mail got 
an authentic war hero, Sir Peter de la 
Billiére, commander of British 
forces in the Gulf war, to call the 
force a “confusing parallel military 
structure” that would drive a wedge 
between Europe and the United States. The Sun Sane that 
with Lady Thatcher herself (denouncing “a monumental folly”). 
Lords Healey and Owen, one a former Labour defence secretary, 
the other.a former Labour foreign secretary, expressed dismay that 
the new force was "anopenly political project". 

It would be absurd to attach all of the blame (or, depending on 
your view, credit) for this great spasm of Euroscepticism to the 
Conservatives' little-known defence spokesman. But, to borrow 
the phrase that Mr Blair so much enjoys applying to Britain's role 
in the world, in this particular fight Mr Duncan Smith "punches 
above his weight". He was probably the person Mr Hoon had in 
mind when the- defence secretary moaned about the govern- 
ment's "sensible" plan for European defence having become the 
subject of “hysterical comment" from Eurosceptic parts of the 
Conservative Party. Indeed, all his political opponents acknow- 
ledge that Mr Duncan Smith isa force to be reckoned with. Though 
he wasone of the unbiddable sceptics who made John Major's life 
miserable over ratification of Шеки Maastricht Treaty in 1993, the 
| former prime minister pua his = In his memoirs Mr 












| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 


——— À — 


76 






lain Duncan Smith's private war 








Major calls Mr Duncan Smith fiercely ambitious, a busy operator 

behind the scenes, "sharp-toothed and bright-eyed, with a keen 

prosecuting intellect and a strong right-wing ideology". 

For well over a year, Mr Duncan Smith has been operating 

busily behind the scenes to spike the government's plans for Eu- 

rope's rapid reaction force. Contrary to the Guardian's joke, he is 

better qualified for defence than Mr Hoon. Mr Hoon is a former 

barrister and member of the European Parliament; Mr Duncan 

Smith was educated at the Sandhurst military academy and spent 

more than a decade as an officer in the Scots Guards. And contrary 

to Mr Hoon's jibe, he never sounds the least bit hysterical, which of 

course makes him all the more effective. His voting record in the 

Commons shows that he is one of 

the party's hangers and floggers, but 

there is nothing wild-eyed about 

him. His measured voice, military 

bearing and pinstripe suits play | 

well in Washington, where heisfre- | 

quently to be found sounding the | 

alarm, on the Hill and at the Penta- | 
gon, about Mr Blair's abandonment 

of Britain's traditional Atlanticism. : | 

When he is in Washington he tells | 

the Americans that, beguiled by the | 

French, Mr Blair is helping to create | 
an EU army that in due course will 
compete with and destroy NATO, 
the bulwark of freedom. When he is 
at home. he tells Britons that, al- 
though they cannot say so in public, 
the Americans are deeply alarmed 
about all this; and that an adminis- 

tration run by George W. Bush and | 

Dick Cheney, who remember | 
France's unreliability during the 
war against Saddam Hussein, 

would be more alarmed still. 

LikeeveryoneinthisBritishcivil | 

war, Mr Duncan Smith stretches a | 
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point or two. But his advantage as 
an advocate is that, unlike those 
Conservative politicians who have 
bent against Europe only with the 
prevailing winds of party fashion, he was a true believer from the 
start in the danger from the mainland. His maiden speech in 1992 
included an attack on Maastricht. In 1996 he embarrassed his own 
government by introducing a private member's bill that would 
have given Britain's Parliament the right to overrule certain deci- 
sions of European Court. In his present job he has added some an- 
alytical spine to the party's gut reaction against Mr Blair's Euro- 
pean defence initiative. It takes the Guardian to dismiss the Tories’ 
objections as “too juvenile for serious consideration". Having 
turned Mr Blair's enthusiasm for the euro against him, the Tories 
now havea fair chance of repeating the trick with defence. 

There is, to be sure, an irony here. The Tories say that Mr Blair 
has put his political desire to walk tall in Europe ahead of Britain's 
true defence interests. But the charge can be reversed. Are the To- 
ries putting their loathing of political integration in Europe ahead 
of a sensible plan to improve the continent's security? Mr Duncan 
Smith does not like to be called a ^withdrawalist". But his handling 
of the defence portfolio can опу have strengthened those Conser- 
HUS who might one a ы to quit the ки altogether. 
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Global Trade Finance: Performance driven 


In today's trade finance marketplace worldwide 
coverage, responsiveness and reliable 
processing power are crucial. 


Deutsche Bank Global Trade Finance responds 
to this need by bringing together three specific 
business areas combining the advantages of 
specialist expertise with the convenience and 
efficiency of a one-stop shop. 


We offer: 


Ш Fast and efficient processing from our 
global network of trade and payment 
services on a highly automated platform. 


Ш innovative medium and long-term ECA 
financing solutions for exporters and 
importers. 


Ш Creative non-recourse financing solutions 
coupled with our global distribution 
network and superior placement power. 


Outstanding performance with excellent 
operational quality across the entire range 

of your worldwide trade operations — another 
reason why Deutsche Bank is leading to 
results. 


PERFORMANCE 
leading to results* 


Deutsche Bank 
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Feeling the heat 


DUNKIRK 





Europe's steel companies are among the biggest and best in the world. That is 
little help to them in a fiercely competitive and overcrowded industry 


UST outside Dunkirk, on France's northern 

coast, sprawled across a 450-hectare (1,125 

acre) site, is Sollac, one of Europe's biggest 
and most efficient steel plants. Owned by 
Usinor, France’s biggest steel company, Sol- 
lac has its own port, railway and a 55km (35 
miles) road network. In one continuous pro- 
cess, it takes raw iron ore and coal from all 
over the world and turns them into top- 
quality rolls of steel. Visitors to Sollac cannot 
fail to be impressed by its scale. Its output 
this year will be 6m metric tonnes. Inside its 
cavernous buildings, giant furnaces belch 
flames and steam as the elements meet, 
while huge rollers squeeze fat steel slabs into 
elegant gleaming rolls. 

Europe has six of the world’s ten biggest 
steel companies. But Sollac and other steel 
mills like it operate in a desperately bleak 
environment. Even by their own standards, 
European steel companies have rarely been 
so out of favour with investors. This year, 
share prices have collapsed, dropping to lev- 
els last seen almost a decade ago. Usinor's 
shares have fallen by more than 40% since 
January; an index of European steel compa- 
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nies has fallen by more than 55% (the sap in- 
dex of American steel companies has also 
plummeted, and is now around its level in 
1990). Shares in well-known companies such 
as Corus, a British-Dutch combination, and 
Arbed, a Luxembourg-based producer, are 
trading at discounts to book value of more 
than 60%. Shocked by falling share values, 
Germany’s ThyssenKrupp pulled the flota- 
tion of its steel arm in August, causing a fur- 
ther fall in its shares and triggering a rethink 
of its entire strategy. 

The price collapses have produced some 
remarkable anomalies. Peter Dupont, an an- 
alyst with Commerzbank, points out that 
Arbed has a market capitalisation of only 
€850m ($725m), despite being expected to 
have €14 billion of sales this year. It also has 
a 35% stake in Aceralia of Spain, worth 
around €400m; so the rest of its assets are 
valued at little more than €450m. Corus, 
which should have more than £10 billion ($14 
billion) of sales this year, is judged by the 
stockmarket to be worth a mere £1.9 billion. 

Cynics might point out that these are 
simply examples of the old economy-new 


economy divide. Although their share prices 
have fallen of late, plenty of Internet compa- 
nies have achieved huge valuations based 
on tiny staff, minuscule sales and no profits, 
the inverse of the steel industry's experience. 
Steel companies have only a limited ability 
to exploit the Internet via, say, B2B ex- 
changes. Yet today’s low valuations would 
be less shocking if all the companies con- 
cerned were losing money. 

Most of them, however, are profitable, 
some healthily so. The exception is Corus, 
which will struggle to return to profit next 
year despite an aggressive cost-cutting effort. 
But Mr Dupont reckons the best European 
steel companies are comfortably covering 
their cost of capital. He expects returns on 
equity to be between 12% and 15% this year, 
not bad for an industry with a long history of 
low returns. Arbed, ThyssenKrupp and Usi- 
nor should all report operating profits of 
around € billion this year. 

Moreover, European production is close 
to record levels, thanks to strong demand 
and good productivity levels at mills such as 
Sollac. According to the International Iron 
and Steel Institute, an industry forecasting 
group, world demand will be 752m metric 
tonnes this year, almost 6% higher than last 
year. So what is causing the industry's slump 
in investors' eyes? 

Their disdain can be explained by look- 
ing both backwards and forwards. Europe's 
big steel groups are relatively recent pro- 
ducts of mergers between once state-owned 
companies. Privatised during the early 1990s, 
they faced particularly tough markets be- 
cause of low-cost new entrants in Asia, and 
because the break-up of the Soviet Union, 
which had not previously exported steel to 
the West, added 40m metric tonnes of ca- 
pacity toan already stretched industry. They 
responded by merging into bigger, tougher 
cross-border entities, and by expanding into 
new markets overseas, in particular Latin 
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They have also tried to become more ef- 
ficient. In 1970, the combined European in- 
dustry employed 725,000 workers, but by the 
end of 1996, employment had dwindled to a 
mere 220,000. Numbers have continued to 
fall, despite buoyant output. In the past year 
Corus, for example, has shed 4,500 workers 
in Britain alone. Usinor's Sollac plant, al- 
though massive, employs a modest 4,500 
people, thanks in part to ruthless outsourc- 
ing. A few years ago it had twice as many 
workers. 

The result of all this cost-cutting is that 
Europe's steel companies remain competi- 
tive when measured against such global ri- 
vals as Nippon Steel of Japan and Posco of 
South Korea. But such is the industry's over- 
capacity that the impact on financial perfor- 
mance has been muted. A recent study by 
McKinsey found that average annual op- 
erating returns on assets have been 4% over 
the past decade, half the level achieved by 
aluminium and paper companies. That has 
tried investors' patience. 


Taking a bashing 

It is when they look forwards, however, that 
investors really dislike what they see. The 
fear is that the world economy is slowing 
down. Demand for steel is strongly influ- 
enced by the construction and car indus- 
tries, which tend tolead big economic cycles. 
In Europe, demand from these customers is 
slipping. Construction orders, for example, 
fell by 8% in September, with Germany 
showing a particularly sharp decline this 
year. Steel prices have been falling in re- 
sponse, by 7% on average since August. In- 
ventories have begun to swell. 

The impacton steel makers will be nasty. 
On November 21st, Morgan Stanley Dean 
Witter slashed its forecasts for next year's 
profits by one-fifth. Announced cuts in pro- 
duction have come too late and are too little 
to make much difference, at least until well 
into next year. 

Worryingly, steel firms have neither ob- 
vious nor easy responses to their difficulties. 
One problem is that both suppliers and cus- 
tomers have been faster to merge than they 
have. A mere three competitors dominate 
the world’s iron-ore business, for instance, 
while the number of big car makers has 
shrunk to six, with control of 70% of the 
world market between them. 

By contrast, the ten biggest steel compa- 
nies account for less than one-fifth of the 
global market. This limits their room for 
manoeuvre. Raw-material costs have been 
rising, thanks to high oil prices, which push 
up the costs of running coking plants and the 
oligopoly power of the iron-ore companies. 
One response to falling steel prices might be 
to pass the impact to the ore producers. But 
individual steel makers lack the muscle to 
force down ore and coal prices. If anything, 
prices are rising. 
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Ford greens Rouge 


DETROIT 


N ITS day, Ford Motor Company’s 
Rouge Complex, near Detroit, was the 
most modem factory in the world. Some 
100,000 workers offloaded iron ore and 
sand from freighters at one end of the 
complex, and rolled out finished cars 
from the other, all no doubt inspired by 
Henry Ford’s vision of mass production. 
But today this icon of 2oth-century 
manufacturing is little more than an in- 
dustrial ghost town, employing perhaps 
10,000, with most of its rusting facilities lit- 
tle used or abandoned. 

Until two years ago it seemed likely 
that the entire operation would be wound 
down. Then William Clay Ford Jr, a great- 
grandson of Ford's founder, was named 
chairman and called for “preserving his- 
tory, not paving over it”. It was not an easy 
sell. For one thing, Rouge had become an 
environmental nightmare, its soil laced 
with carcinogens and heavy metals. But 
what seemed an insurmountable chal- 














Le rouge et le noir 






lenge to some presented a tremendous 
opportunity to Bill McDonough, an “eco- 
architect” brought in to redesign the com- 
plex. Mr McDonough insists that big man- 
ufacturers such as Ford can create share- 
holder value by going green. 

A team of environmentalists and in- 
dustrialists is now plotting to save Rouge. 
Much of the complex will come down in 
the next few years, including the plant 
that once produced the Model a, to be re- 
placed by a new energy-efficient assem- 
bly line. Nearly 500,000 square feet of roof 
will be covered with a carpet of plants 
that can absorb several inches of rain 
without overwhelming the Rouge’s storm 
sewers—and also mop up carbon dioxide 
from the chimneys. The plants will serve 
as a thermal blanket, stabilising the tem- 
perature inside. As for the toxic earth, Ford 
will cover it with plants chosen for their 
ability to suck up toxins. 

Ford is not only trying to win a reputa- 
tion for greenery. “If all we do is make an 
interesting environmental showpiece, we 
will have failed,” says Mr Ford. Initial esti- 
mates suggest that the water run-off sys- 
tem alone will save, on average, $3.5m a 
year that would otherwise have to be 
spent on traditional treatment facilities. If 
the project is profitable, Mr Ford promises 
to replicate it at more than 100 Ford manu- 
facturing plants around the world. 

Environmentalists see an even bigger 
pay-off. Though a few firms, such as Nike, 
ashoe maker, and Herman Miller, a furni- 
ture maker, have embraced the concept of 
"sustainable environmentalism", others 


remain sceptical. Most say they want to 
see a convincing working example. Ford is 


























hoping that Rouge will become just that. 








An alternative response would be for 
Europe's steel companies to merge into even 
bigger entities and use their sheer scale to try 
to swing the cycle in their favour. Many ob- 
servers think there are attractive combina- 
tions to be made between the likes of Usinor, 
ThyssenKrupp and Arbed. Usinor has held 
talks with ThyssenKrupp, to no avail, al- 
though there may be scope for further talks 
now that the German company has sepa- 
rated out its steel-making arm. 

But the merger route is also fraught with 
dangers. Within Europe, there would almost 
certainly be antitrust objections to any pro- 
posed deals. Earlier this year a three-way 
aluminium merger was blocked, despite evi- 
dence that the companies concerned are 
struggling to compete with giants such as Al- 
coa of America. That might discourage the 
steel companies from trying similarly radical 


steps, even though the threat to competition 
would arguably be limited to a few niches. 
That leaves the industry facing at best a 
long, hard grind. Companies' best option 
might be to invest more in ways to turn steel 
into a higher-margin product. A forthcom- 
ing survey of the European steel industry by 
McKinsey finds that it has been poorer at 
product innovation than other heavy indus- 
tries, For example, a mere 12% of average steel 
revenues comes from products that are less 
than five years old. The comparable figure 
for the construction industry is 25%. Yet a few 
innovative steel makers, such as ssAB of Swe- 
den, seem able to make the sort of steady re- 
turns that keep investors happy. More firms 
should follow its lead. Until they do, Eu- 
rope's steel companies will continue to feel 
an uncomfortable degree of heat. 
—-— 202. n ———— 9r 
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It's one of the last unconquered 
frontiers on earth. Located in Saudi 
Arabia's Empty Quarter, 340 
kilometers (200 miles) from the nearest 
anything, Shaybah is a land of 
towering sand dunes and immense salt 
flats, with temperatures which exceed 
50°С (120?F) in the summer. But it's 
also home to an oil field containing 
billions of barrels of light crude— 
energy the world needs now and in 
decades to come. 


Saudi Aramco took up 
the challenge of 
harnessing that energy. 
In the course of the 
project, we built a 386- 
kilometer (240-mile) 
access road, laid a 645- 
km (400-mi) pipeline, and 
constructed extensive 
production, communica- 
tion, maintenance, 
support and residential 
facilities. And we did it 
in record time. One problem we faced 
was finding sand—you see, the fine 
grains of the local sand in Shaybah 
make it unsuitable for use in building 
materials. As a result, we trucked in all 
of the sand needed for the concrete that 
was poured. Now, what was once 
barren desert is a sprawling mini-city 
and a state-of-the-art industrial 
complex. 


The end result is abundant energy. 
Shaybah holds more than 14 billion 


© 2000, Saudi Arabian Oil Company 


barrels of oil—roughly equivalent to 
the reserves of the North Sea—and 
some 25 trillion cubic feet of natural 
gas. The 500,000 barrels of oil we 
produce in Shaybah each day is 
equivalent to the daily total energy 
needs of over 10 million households. 





But Shaybah is just part of Saudi 
Aramco's story. We manage a quarter 
of the world's total oil reserves, and 





Saudi Aramco's Shaybah Field adds 500,000 barrels to the world's daily 
supply of crude oil and helps ensure a stable supply of energy. 


maintain a 10 million barrel-per-day 
production capacity, far exceeding any 
other company in the world. That oil, 
along with our integrated petroleum 
production, processing, storage and 
shipping network, helps to ensure a 
stable supplv of affordable energy now, 
and well into the future. 
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AOL/Time Warner 
Open up 


NEW YORK 


LOT has changed since American On- 
ine (AOL)and Time Warner announced 
their planned merger last January, and not 
all for the better. The value of the deal has 
fallen by $80 billion with the stockmarkets' 
decline. The haggling with antitrust regula- 
tors has taken far longer than anyone had 
expected and is still far from being con- 
cluded (the companies now say the deal will 
notclose until mid-December at the earliest, 
and possibly not until early next year). And, 
meanwhile, the partners' main online com- 
petitor, Microsoft's MsN, has shown alarm- 
ingly renewed strength. That is a reminder 
that, if лог and Time Warner stumble in 
integrating their operations, potent rivals are 
ready to pounce on their customers. 

But there is, at last, one bit of news that 
suggests the deal may happen after all. On 
November 20th, Time Warner announced 
an agreement with EarthLink, a big Internet 
service provider (15Р), that would let it use 
Time Warner's cable network to provide its 
own broadband service, in competition 
with AOL. 

Although helping a competitor might 
sound suicidal, Time Warner really has no 
choice. Without the agreement, and a few 
more like it, the merger will probably be 
blocked. Regulators fret that the combina- 
tion of Time Warner's cable networks with 
^or's dominant online offerings would give 
the pair an unfair advantage in the small but 
fast-growing broadband Internet market. 
They hope that if they can get Time Warner 
togive in to save its merger, other cable oper- 
ators will follow suit. 

The issue is “open access", a familiar 
concept in American telecoms, where local 
telephone companies are required to let 
long-distance carriers use their lines (for a 
regulated fee) to reach consumers directly. 
But there is no comparable law in the ca- 
ble-rv industry. Until the advent of cable 
modems, which allow high-speed data to 
share the cable with regular television, there 
was no particular need for it. But now the ca- 
ble and telephone industries are racing for 
the broadband Internet, which will open up 
a hostof potentially lucrative new consumer 
services, from interactive television to music 
distribution. 

Rather than wait for Congress to pass 
legislation opening the cable networks, the 
communications and antitrust regulators 
are hoping to get there through a Time War- 
ner precedent. The media giant has already 
offered Juno, the fifth-biggest American 15р, 
access to its networks, but the deal with 
EarthLink, the second-biggest, is far more 
significant. If Time Warner can get another 
big 15Р (such as Msn) to agree to its terms, the 
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regulators should be broadly satisfied. 

But the devil could be in the details. Time 
Warner first offered impossible terms for 
open access, wanting 75% of the isps' reve- 
nues for a start, which would have left no 
profit for the firms borrowing its lines. It has 
not revealed what its new terms are, but an- 
alysts guess that it has roughly halved its rev- 
enue-sharing demands and made other 
concessions. Other important issues are 
whether Time Warner will market rival tsps 
side-by-side with Aor, and whether they 
can also be included in its customer bills. 

Whatever Time Warner has offered was 
evidently good enough for EarthLink, but 
MSN, if it is the next candidate, will play 
harder to get. No doubt Time Warner will ar- 
gue that Juno and EarthLink are enough, but 
the regulators may be holding out for a big- 
ger concession in the form of a deal with 
MSN. Microsoft as a trustbuster's best friend? 
A lot really has changed since January. 

2 





Marketing 


In the name of 
experience 


OU are the manufacturer of a dark-col- 

oured beverage with a famous name but 
an insecure market. What do you do? Spend 
a fortune on television commercials? Proba- 
bly.But youalsosplash outon changing peo- 
ple's "experience" of your brand. 

Experience is what you get these days if 
you go to fashionable marketing and design 
consultants. In the case of Guinness (now 
part of a bigger drinks group, Diageo), which 
is worried about its dark Irish stout’s ageing 
image with the alcopops generation, the ex- 
perience comes in bricks and mortar. With 
the help of Imagination, a chic British design 
firm, Guinness has turned an old buildingon 
the site of its brewery in Dublin into a 
museum-cum-training-centre-cum-shop- 
cum-restaurant. It opens on November 25th 
witha party for Dublin’s smart young things. 

In the case of Coca-Cola, experience was 
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a way to relaunch the brand in Belgium after 
a nasty scare about its safety in June 1999. 
The company toured community festivals, 
staging games in which people were offered 
the chance to dig out curvy Coke bottles 
from barrels of ice. The aim was to remind 
Belgians of the characteristic feel of a bottle 
of chilled Coke, at a moment when they 
were already having fun. 

“There is a whole industry of companies 
arranging ‘experiences’ for other compa- 
nies,” says Joseph Pine, whose book “The 
Experience Economy” gave the concept a 
name. It grows ever harder, he says, for com- 
panies to differentiate their products by 
quality or price. So they seek other ways to 
make their brands memorable. Mont Blanc, 
which makes expensive pens, has what it 
pretentiously calls a “deacceleration studio” 
above its store on the corner of Madison Av- 
enue and 69th Street in New York. Here, cus- 
tomerscan sip tea, gaze at displays of antique 
pens, listen to soothing music—and, of 
course, write a letter with a Mont Blanc. , 

Advertising is getting trickier too, says —— 
Eric Steidinger from Jack Morton, a big 
American consultancy: the proliferation of 
television channels and the invention of 
gadgets that allow viewers to skip commer- 
cials make it more difficult to reach a wide 
audience, unless people really want to be 
reached. So companies look for events that 
attract the most likely buyers. Mr Steidinger's 
company helped to launch the Corvette 
Convertible a couple of years ago by arrang- 
ing a rally along Route 66, inviting Corvette 
car clubs to take part. “It created a brand ex- 
perience they couldn't have bought with ad- 
vertising,” he boasts. 

Some experiences have a benefit that or- 
dinary marketing lacks: they make money. 
The wineries of Napa Valley, points out Clif- 
ford Scott, an experience marketer based in 
California, realised that they were too small 
to afford the sort of budget needed to reach 
their dispersed customers. Instead, they be- 
gan offering tours for which some wineries, 
such as Robert Mondavi, now charge. That, 
he thinks, might make people appreciate 
what they get: “You don’t realise it’s an ex- 
perience until you pay for it." 

The latest fashion is to aim the experi- 
ence not at the general public but at staff, 
suppliers, corporate customers or potential 
employees. AT&T runs a particularly fine 
"briefing centre" in New Jersey, fitted with a 
theatre, interactive games and clever elec- 
tronic gadgetry. 

The grandest public promotions of all 
are impressively expensive. Last summer 
Volkswagen opened Autostadt, built near its 
Wolfsburg plant at a cost of DMsoom 
($240m). The project began as a way to give 
the buyerofa new caranexciting way to take 
delivery of the vehicle, and turned intoa vast 
car-lovers' theme park, with a luxurious ho- 
tel and pavilions named for vw's family of 
brands: Audi, Seat, Bentley, Lamborghini 
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and (some bathos here) Skoda. - 

"Where a product is linked to its town of 
origin, a visit becomes a bit like a pilgrim- 
age," says Jack Rouse, whose consultancy 
worked for three years оп Autostadt. The 
aim was to make vw more open and cus- 
tomer-friendly. It may also do wonders for 
tourism in an obscure corner of Germany. 


Japan's keiretsu 
Regrouping 


TOKYO 


RE Japan's heiretsu, the shadowy busi- 
ness groups that have long bound 
banks, trading houses and industrial firms 
into loosely knit conglomerates, about to un- 
ravel? A recent spate of financial mergers 
had suggested their imminent collapse, as 
the banks that played a central role within 
them as suppliers of cheap capital merged 
with house banks from rival keiretsu. But 
other recent deals, including a merger be- 
tween Sumitomo Chemical and Mitsui 
Chemical announced on November 17th, 
have led some to believe that tie-ups be- 
tween industrial firms could mean that the 
keiretsu simply re-emerge as bigger, more 
complicated entities. 

Over the past year or so, the number of 
keiretsu has dropped from six to four. Sumi- 
tomo Bank is merging with Sakura Bank, part 
of the Mitsui group. Fuji Bank, in the Fuyo 
group, is joining forces with Dai-Ichi Kangyo 
Bank (pxs), which is in a smaller group, and 
the previously independent Industrial Bank 
of Japan (15), to create the Mizuho group. 

Now, there are tentative signs that the 
bank mergers are leading to similar restruc- 
turing among keiretsu. companies in other 
industries, The Sumitomo Chemical-Mitsui 
Chemical merger will create Japan’s largest 
chemicals company. In the steel industry, 





NKK; which is part of the Fuyo group; and 
Kawasaki Steel, which belongs to the. px 
group, have also formed a strategic alliance. 
Marubeni, a trading company that is in the 
Fuyo group, and Itochu, a trading company 
in the Dai-Ichi stable, are also planning to 
merge their steel divisions, to create the 
country’s largest steel trader. Even the deci- 
sion by Seibu, a department store that leads 
the troubled Saison group, to merge with 
what is left of Sogo, a retailer that collapsed 
earlier this year, is widely believed to have 
been influenced by pks and тв], their re- 
spective main creditors. 

So far these tie-ups have had mainly 
positive reviews. Most appear to have some 
strategic logic. Trading companies, forexam- 
ple, have traditionally been distributors for 
steel makers, making money by takingon in- 
ventory risk. With steel companies increas- 
ingly limiting their business to the big three 
trading houses (Mitsui, Sumitomo and Mit- 
subishi), Itochu and Marubeni are trying to 
win back market share by bulking up their 
operations. And although opinion is mixed 
over Sumitomo Chemical's merger with Mit- 
sui Chemical, they would have struggled to 
find better partners elsewhere. 

Although the keiretsu are thus far from 
dead, there are still some signs that they are 
slowly being dismantled. Ties between 
group companies are weakening, with the 
proportion of cross-shareholdings in cor- 
porate Japan falling dramatically since the 
mid-1990s (see chart). The share of business 
that keiretsu companies do with each other 
is also decreasing. 

Likewise, the old bank system is also 
breaking down. Banks, undercapitalised and 
bruised, lack the financial strength to play an 
active role in corporate governance. Many of 
their customers, both inside and outside the 
keiretsu, have better credit ratings than they 
do, and can go to the capital markets to raise 
funds for new ventures. The banks, painfully 
aware that they have lost credibility after the 
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mess they made of their own businesses, 
have become much warier of openly inter- 
fering with thoseof other companies. 

All of this has created a vacuum in cor- 
porate governance, says Paul Sheard of Leh- 
man Brothers, an investment bank. And Ja- 
pan’s capital markets are not yet ready to fill 
the gap: although they are growing quickly, 
they still have along way to go before institu- 
tional investors can exert real pressure on 
companies, and an active market in mergers 
and takeovers develops. 

This means that companies are now en- 
joying unusual freedom to make strategic 
decisions for themselves. The big question is 
whether they will take advantage of this, 
while breaking free from their keiretsu 
shackles. Industrial keiretsu companies— 
many of which compete in capital-intensive 
businesses that suffer from severe overca- 
pacity—are slowly waking up to the fact that 
they will have to reinvent themselves by se- 
lecting and concentrating on a few core busi- 
nesses. But although there have been a few 
examples of successful industrial consolida- 
tion, such as the merger of Sumitomo Ce- 
ment and Osaka Cement, says Till Vestring 
of Bain & Company, a consultancy, most 
merging companies have found it difficult to 
reduce costs and capacity and to get out of 
unprofitable businesses. 

They are unlikely to be helped by their 
old-fashioned top executives, says Hiroshi 
Okumura, a professor at Chuo University, 
who argues that most industrial managers, 
like bank executives, still have no feel for 
long-term strategy. Since Japan does not yet 
have an effective management buy-out 
market, younger employees will not be able 
to take charge either. And sadly, all this con- 
fusion could lead top management to take 
the simple way out. With banks merging 
across keiretsu lines, it may be too easy for 
companies to do the same, regardless of 
whether such deals make sense. It could be 
too soon to write off the keiretsu after all. 
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Coke and Quaker Oats 


Buffetted 


NEW YORK 


S THE board of Coca-Cola met on No- 
vember 21st to approve the $15.8 billion 
acquisition of Quaker Oats, owner of the 
Gatorade sports-drink brand, one member 
asked Coke’s chief executive, Douglas Daft, 
whether he was staking his job on the deal. 
"I'm more in conversation mode than sales- 
man mode,” he chuckled. This refreshingly 
humble attitude from a man with little deal- 
making experience took the Coke board by 
surprise, according to insiders. After all, the 
board was used to previous chairmen forc- 
ing their wishes through. By contrast, Mr 
Daft took the consensus approach, picked 
up in Asia. Though he believed Gatorade 
was a glittering prize, he asked the board’s 
opinion and appealed to its experience. And 
he lost. After more than five hours of talks, 
his proposal was rejected. 

Although this episode may suggest that 
corporate governance at Coca-Cola is work- 
ing well, some table-thumping might have 
been appropriate—at least when facing 
Warren Buffett, who heads Coke’s indepen- 
dent directors and was against the deal. His 
concern was not about Coke taking on 
Quaker's dull food business. In the end, it 
came down to Coke paying a stiff price in its 
own shares, diluting existing shareholders, 
including Mr Buffett, and to Quaker's insis- 
tence on a quick answer. 

The decision is a personal setback for Mr 
Daft, and raises questions about Mr Buffett's 
power. So far, the "Sage of Omaha" has been 
an effective champion of shareholders' in- 
terests (earlier this month he helped to un- 
seat Gillette’s uninspiring boss, Michael 
Hawley). But Steven Dixon, a fund manager 
at Amhold and S. Bleichroeder, argues that 
Gatorade is different: "Coke's board seems to 
have ruled that it decides strategy, while 
management deals with operations." 

When Mr Daft took over in February, he 
brought two big strategic ideas. The first was 
to make Coke more responsive to local mar- 
kets; the second was to shift focus from colas 
to faster-growing teas, waters and juices. 
Buying Gatorade—with 86% of the American 
sports-drink market and double-digit reve- 
nue growth—would have been a big step in 
this direction. The brand would have given 
Coke a commanding lead in a hot new sec- 
tor: "functional" drinks, which claim to offer 
health benefits. 

The market for carbonated soft drinks 
has gone flat over the past few years. Volume 
growth at the big cola companies is in the 
mid-single digits; in such big markets as 
North America and Germany, key brands 
like Coke Classic and Pepsi-Cola actually 
declined last year. The reason is that people 
are tuming away from fizzy drinks to health- 
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ier bottled waters, bottled teas and those 
functional drinks. 

Though still only a tiny slice of the soft- 
drinks market, functional drinks have 
grown by 62% in volume over the past five 
years, according to Zenith International, a 
drinks consultancy. The potions in question 
range from Gatorade, whose mix of water 
and electrolytes is supposed to enhance ath- 
letic performance, to Austria’s Red Bull, a 
caffeine-laced energy drink, and Britain's 
Alleviate, a nicotine patch in the form of a 
tonic. In America, Fresh Samantha juices, 
with ingredients that include pollen and 
green algae, have become hugely popular. 

Coke lags its big rivals in these new areas. 
PepsiCo has done well with its Aquafina wa- 
ter brand, Lipton iced tea and fortified juices 


The Internet 


Vive la liberté! 


SAN FRANCISCO 
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from Tropicana, although its All Sport has 
captured only 3% of the sports-drink market. 
Coke, meanwhile, has a somewhat better 1195 
share with Powerade, but has done poorly in 
waters and orange juice. And it missed out 
onthelasttwo bigdealsinnew-age drinks. In 
September, Britain's Cadbury-Schweppes 
snapped up Snapple, famous for its fla- 
voured teas. And last month, Pepsi snatched 
the South Beach Beverage Company, which 
makes herb-enriched juices, from under 
Coke's nose. Gatorade was Coke's for the 
taking. Now somebody else may buy it—al- 
though on November 23rd, France's Danone 
ended its own pursuit of Quaker. As one an- 
gry investor put it, if Mr Buffett is making all 
the decisions at Coke, perhaps he should as- 
sume the title of chief executive. 
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The chances of the French ruling against Yahoo! ever being enforced are slim. 
But it may still set a dangerous precedent 


OU might think the French would have 

leamed by now that defensive lines 
rarely prove impenetrable. After all, during 
the second world war Hitler's troops by- 
passed the Maginot fortifications along the 
Franco-German border by the simple ex- 
pedient of detouring through Belgium. Such 
quips popped upall over the Internet after a 
French judge ruled on November 2oth that 
Yahoo!, the leading web portal, must block 
French users from viewing and buying Nazi 
memorabilia on its American auction site 
within 90 days, or else start paying a daily 
fine of Ffr100,000 ($13,000). 

Itis, however, too easy to dismiss the ver- 
dict as just another amusing French attempt 
to defy commercial reality. To be sure, there 
is only a remote chance that the ruling will 
ever be enforced—for technical as well as le- 


gal reasons. But the decision in l'affaire Ya- 
hoo! sets an uncomfortable precedent for the 
way in which national governments might 
try to impose their own laws in an online 
world that has until now seemed to tran- 
scend borders. 

The court order crowns a seven-month 
legal quarrel. In April, two French anti-rac- 
ism groups sued Yahoo! to remove collect- 
ibles such as swastika flags and Nazi uni- 
forms from its American website, because 
French law prohibits the display or sale of 
objects that incite racial hatred—and the site 
can, of course, be reached by French users. In 
May, Jean-Jacques Gomez, the judge in the 
case, ruled that Yahoo! had to make it impos- 
sible for French web surfers to reach auctions 
of illegal memorabilia. Although the firm ar- 
gued that this was technically impossible, 








Maginot all over again 
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MrGomez has now confirmed his ruling. 

^. He based his decision largely on the re- 
port of a panel of three technical experts. In 
their statement earlier this month, the ex- 
perts—-among them Vint Cerf, an executive 
at American telecoms giant WorldCom and 
one of the fathers of the Internet—had ar- 
gued that there was no way Yahoo! could 
keep out all French users, but suggested that 
it could block nearly 90% of them by using 
several layers of detection, 

More than 60% of French users could be 
blocked by a technology similar to the one 
that Yahoo! uses.to serve up French-lan- 
guage banner advertisements to French us- 
ers of its American site, the experts say: by 
tracking their Internet service provider's so- 
called te address, the number that identifies 
computers on the Internet and thus in most 
cases reveals the physical location of a user. 
Perhaps another 20% of French clients could 
be identified by getting them to fill out a 
‚ “declaration of nationality” online. 

; . Buteven MrCerf admits that users could 
easily avoid having their ır addresses 
tracked by using services, such as anony- 
mizer.com, which replace them with ficti- 
tious ones. Moreover, it is hard for Yahoo! to 
decide which of itsauctions to block. Putting 
an electronic fence around pages that con- 
tain keywords such as "Nazi" or “ss” could 
keep users from bidding for legal items, such 
as “The Diary of Anne Frank”. (Only filtering 
by humans, Yahoo! argues, could avoid this. 
But that would be hugely expensive, as the 
firm hosts millions of auctions.) 

Were Yahoo! not to comply with the rul- 
ing, the judge might want to force its French 
Subsidiary to pay the fines. But since Yahoo! 
France is a legally separate entity, which fol- 
lows French law to the letter and hosts no 
auctions of Nazi items, the plaintiffs will 
probably have to ask an American court to 
give the decision teeth. It is hard to imagine 
American judges upholding such a restric- 
tionon free speech. 

The French ruling might thus suffer the 
same fate as similar decisions in the recent 
past, and fall by the wayside. In 1998, for ex- 
ample, a Bavarian court sentenced a former 
head of the German subsidiary of Compu- 
Serve, an online service, to two years in jail on 
charges of knowingly facilitating the dis- 
semination of illegal pornographic pictures; 
the court found that hecould have built elec- 

tronic “firewalls” to prevent the spread of 

smutty material. A higher court threw out 

the decision in 1999. 

Nevertheless, the French decision could 
embolden other countries to try to impose 
their laws on foreign web: services. Yahoo! 
and other Web firms worry that they may 
have to reprogram their sites to comply with 
many different jurisdictions—and. in the 
process get snarled by conflicting national 
laws. Taken toits extreme, some say, the logic 
of the French decision would mean that ev- 
ery regulation around the world would ap- 
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NEW YORK 


66 PENWAVE” may not be a great 

name for a communications soft- 
ware company, but there are, apparently, 
worse ones: "Phonecom" or “Soft- 
ware.com", for instance. Openwave is the 
company created by the merger earlier 
this year of those two firms, and on No- 
vember 20th it announced that it was 
dropping the common nouns in favour of 
the meaningless neologism. Surprised? So 
might be the firms that bid millions of dol- 
lars for similar common-noun domain 
names. But the noun's days are num- 
bered, all the same. 

Not so long ago, common-noun do- 
main names—from Вікесот to Hard- 
ware.com-—were all the rage. “Companies 
thought that by owning a noun they were 
in effect owning a category, which would 
eventually lead to their becoming the sole 
supplier in that industry," says Keith 
Teare, chief executive of RealNames, a 
web navigation firm. “It was meant to be 
the death of the brand." Last November, 
eCompanies, an Internet incubator, paid 
a record $7.5m (in a mix- 
ture of cash and shares) 
for Business.com. And in 
February, Bank of Amer- 
ica paid $3m for 
Loans.com. 

Butover the past year, 
the value of such proper- 
ties has plummeted. 
Common-noun domains 
have become synony- 
mous with disaster, with 
nearly 20 such firms 
bankrupt or close toit (see 
table). In the past fort- 








| The Internet's all-too-common 





nouns 


night alone, Garden.com, Swoon.com and 
Scour.net joined their ranks (verbs seem to 
be taking collateral damage, too). 

Then, on November 16th, ICANN, the 
agency that controls the Internet's address 
system, announced seven new domain 
suffixes, from biz to.info,tocompete with 
com. By breaking the сот stranglehold, 
ICANN's move risks not only further de- 
valuing existing common-noun domains 
but also sowing enough consumer confu- 
sion (is Reuters a .com, a .biz or a info?) to 
make any generic domain by itself virtu- 
ally worthless. 

Meanwhile, the most successful In- 
ternet firms are sticking to old-fashioned 
brand-building. Names such as Yahoo!, 
eBay and Amazon may not mean much 
by themselves, but thanks to heavy mar- 
keting and a clear focus, consumers think 
of them first in their categories (and not 
Directory.com, Auction.com or 
Bookscom). The generic nouns simply 
turned out to be too generic. Phone.com 
did not, for instance, sell phones, but web 
browsers and other soft- 
ware for mobile phones. 
Itisanyone's guess what 
web users typing in Bus- 
iness.com, More.com or 
Livin&com expect to 
find, but the chances are 
they will be disap- | 

i 
| 


pointed. Unless, per- 
haps, they are looking 
for the results ofa bank- 
ruptcy proceeding, in | 
which case the last of | 
these, at least, will de- | 

| 





light them. 





ply in every corner of the online world. That 
would have a chilling effect on e-commerce. 

The French ruling is certain to fuel an al- 
ready heated debate about legislation that 
the European Union is expected to adopt in 
the coming weeks, which follows a similar 
logic. The measure, called the Brussels Con- 
vention, will allow European consumers to 
sue any Internet site in Europe in their local 
courts; so long as the site is marketing its ser- 
vices in the consumer's home country. 

More worrying than these legal efforts 
from the cyber-liberal's viewpoint—are 
broader technological trends, as Lawrence 
Lessig, a Stanford University law professor 
and author of "Code and Other Laws of Cy- 
berspace”, has pointed out. If authentication 
and access-control technologies such as dig- 
ital certificates became widespread, the vir- 
tual world would soon start to look much 
like the real one, stuffed as it is with borders 


and regulations. This is exactly what law-en- 
forcement groups and the copyright indus- 
try want. They are pushing, for instance, to 
change the architecture of the Internet to 
make it easier todetermine a user’s location. 
Taken together, these legal and technical 
efforts could erode the very thing that has 
made the Internet so successful: the free flow 
of information. Some worry that they could 
also hand authoritarian governments the 
tools they need to censor the Internet: coun- 
tries such as China and Singapore are al- 
ready trying to filter out unwanted content. 
That France wishes to erect a virtual Ma- 
ginot Line to fight an anti-semitic minority is 
in some ways understandable. The danger, 
however, is that such good intentions could 
end up keeping people living in less virtuous 
countries from getting the information they 
need to strive for more freedom. 
€——————'Á PII یم ت‎ T] 


THE ECONOMIST NOVEMBER 25TH 2000 


The opening performance of the UBS Verbier Festival Youth Orchestra, July 2000 
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Air France's cool head 


Jean-Cyril Spinetta has turned Air France into a highly profitable airline with growth potential. 
But his strategy is not without risk 


HERE is no prize for guessing the worstday 

of the year for Jean-Cyril Spinetta, boss of 
Air France. It must surely have been July 25th, 
the day that an Air France Concorde crashed 
outside Paris with the loss of i13 lives. But at 
least theairline appearsto have been blameless 
(indeed, it is suing Continental Airlines for 
shedding the debris that caused the crash). And 
even the ghastliest tragedies fade from the 
memory. Take away that one day, and Mr 
Spinetta's airline is having a bumper year. 

just how good shows in the figures. For the 
year ending March 31st, Air France's net profit 
rose by 42%. Take the first quarter of the present 
financial year, and the results look even better: 
an 84.9% rise in net profit over the same period 
last year. The half-year figures, due to be re- 
leased next week, should confirm Air France's 
state of bonheur. And all this despite fuel-price 
rises that have outweighed the weakness of the euro. 

The performance looks even better in comparison with Air 
France's closest European rivals. Despite a recent upturn, British 
_ Airways (BA) has had a wretched time over the past three years, 
— while kim and Swissair have posted disappointing results. Has Mr 
3 Spinetta, à wisecracking Corsican who became Air France's boss 
three years ago, discovered a managerial secret others. have 
missed? At 57 still chain-smoking the unfiltered Gitanes that have 
been banned on his aircraft, he plays down the idea: "Our profit- 
ability has increased because our productivity has increased." 
Quite so, but in France, where firing staff is difficult, productivity 
increases do not come easily. 

Mr Spinetta's strategy has been to increase productivity by ex- 
pansion, not contraction. In 1995 Air France operated 376 flights a 
day from Paris's Charles de Gaulle airport; by last spring the num- 
ber had risen to 677. The airline is now the world’s third-largest for 
international passengers. Its biggest single breakthrough was an 
alliance with America’s Delta Airlines which enabled it to offer a 
wide range of destinations in America through joint marketing 
and flight transfer deals. In June, the Delta alliance, which also in- 
volves Aeromexico and Korean Air, was baptised SkyTeam. 

Such an expansion takes the sort of guts not normally associ- 
ated with ex-civil servants. Mr Spinetta, a graduate of the Ecole Na- 
tionale d'Administration, which trains 
the French elite, was a transport expert in 
successive Socialist administrations, and 
also chairman in the early 1990s of state- 
owned Air Inter. Indeed, Bob Ayling, an- 
other ex-civil servant, pursued a policy of 
contraction during his ill-fated period as 
boss of вл. But then, Mr Ayling did not 
benefit from a Ffrzo billion injection of 
state aid, which went to Air France before 
Mr Spinetta took over. 

Mr Spinetta has, however, shown a 
cool head in the way he has used the 
money at his disposal. He correctly pre- 
dicted that the Asian financial crisis—a 
huge blow to carriers such as Cathay Pa- 
cific and Japan Air. Lines—would be 











temporary and that the American economy 
would keep booming. Air France therefore or- 
dered aircraft and added flights with a coun- 
ter-cyclical courage that could easily have 
backfired. 

But, perhaps most important of all, Mr 
Spinetta had Charles de Gaulle, the only big 
airport in Europe that has much room to ex- 
pand. It was Mr Spinetta’s predecessor, the 
flamboyant Christian Blanc, who first spotted 
this potential, launching a strategy in 1996 to 
turn Charles de Gaulle into a “hub”. 

France.was amazingly slow to catch on to 
the hub strategy, which grew out of American 
airline deregulation more than 20 years ago. 
Naturally, passengers passed through Parison 
their way from, say, Lyon to New York, but 
there was no strategy for ensuring that arrivals 
and departures were organised efficiently. 
Now dee: is, with six waves of connections a day, allowing pas- 
sengers travelling from, say, Marseilles to Montreal to catch a con- 
necting flight within two hours—and without their luggage going 
astray. The result is that Air France, which four years ago could of- 
fer only 5,233 such connections a week at Charles de Gaulle, can 
now offer over 14,200, thanks to its alliance partners. By contrast, at 
London's Heathrow airport BA can boast only around 4,600; and 
at Frankfurt, Lufthansa has just over 8,600. 


Anything but naff 


Át some point the expansion must stop, but it is hard to see when. 
A third runway was opened at Charles de Gaulle last year; a fourth 
will open next year; and by 2003 the Air France terminal will more 
than double its capacity. No wonder the airline is a launch cus- 
tomer for Airbus’s proposed super-jumbo, the a3xx. Boeing sniffs 
at this, arguing that passengers, tired of hubs, will want more direct 
“point-to-point” flights, for which giant jumbos will be unecon- 
omic. Mr Spinetta replies that point-to-point and hubs are not 
mutually exclusive, and for Asian and European carriers, which 
already operate the bulk of today’s jumbos, the a3xx makes sense 
for many long-haul flights. Anyway, he adds, an airline without 
an A3xx “will be—whatis it in English?—naff". 

So what, apart from the risk of a world recession, could go 
wrong? Outsiders point to the potential 
for labour unrest. Mr Spinetta has to deal 
with 17 different unions, including pilots’ 
unions that held the company to ransom 
in 1998, just before the soccer World Cup. 
Another question-mark is the role of the 
state, which still owns 57% of Air France's 
shares. Mr Blanc resigned in protest at the 
refusal to privatise the airline. Mr Spinetta 
seems more relaxed—perhaps not sur- 
prisingly, given that the present transport 
minister is an anti-privatisation commu- 
nist. A third concern is that airline mergers 
often go awry (witness sa’s abortive 
courting of KLM). Mr Spinetta, however, 
has the real answer: “The greatest risk is 
that we'll be self-satisfied and arrogant.” 
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SKIDELSKY ON KEYNES 





Ideas and the world 


This week sees the publication of the third and final volume of Robert 
Skidelsky's biography of John Maynard Keynes, one of the greatest and most 
influential thinkers that Britain has ever produced. We asked Lord Skidelsky 
to tell us about his biographical adventure and, now that the labour is done, 


to say what he thinks of the man 


HE two most persistent questions I have 

been asked about Keynes are: Do you 
like him? And what, if anything, has he to of- 
fer the world today? In explaining how I ap- 
proached the writing of the biography, and 
in describing what I learned as the work pro- 
ceeded, I will try to answer both. 

My agent, Michael Sissons, reminded me 
the other day that my original contract with 
Macmillan dates from 1970. It was to write a 
single-volume, 150,000-word life of Keynes, 
tobedelivered “not later than December 3ist 
1972". The advance, incidentally, was £5,000. 
Three volumes, a million words and 30 years 
later, what defence have I got for such con- 
tractual insouciance? 

I pass over all the problems I had in get- 
ting access to the papers I needed. (Even Har- 
old Macmillan, the former prime minister, 
who had returned to his family publishing 
firm, failed to remove a 12-year embargo on 
Keynes’s unpublished economic papers.) 
More important were my own doubts about 
whether 1 could write the kind of book I 
wanted to. My credentials as a biographer of 
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Keynes were not overly impressive. 1 was à 
historian, with an interest in economic pol- 
icy, not an economist. How does a historian 
write about John Maynard Keynes, the 
greatest economist of the 20th century? 

It took mea long time to work out an an- 
swer. The first thing to do was obvious: learn 
economics. This is easier said than done. It 
meant learning a style of thinking which is 
alien to the historian. Economics is a branch 
of logic; history is analytical description, 
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tased on evidence. There are no “models” in 
history, because every event is unique. This 
isespecially true of biography. 

It was equally important not to get bam- 
boozled by economics; not to lose the histo- 
rian’s sense thateconomic ideas always have 
a context, and that biography is above all 
about context not propositions. A biogra- 
pher of Keynes had to be able to explain the 
logic of his thinking, but always keeping in 
mind the question of why Keynes thought 
the way he did, and said what he did at any 
particular time. So my biography would be 
written by an economically literate histo- 
rian, not by a historically literate economist. 

Keynes was notone of those people who 
scribble away in cloistered seclusion. His 
economics bears the heavy imprint of public 
eventsin the first half of the 20th century. But 
as his wife, the ballerina Lydia Lopokova, put 
ıt in her famously Russianised English, 
*Maynar is more than economist." He in- 
habited that frontier area where economic 
theory met philosophy, the arts, morals, fi- 
nance and administration tocreate the mod- 
ernist consciousness. He was both a thinker 
and a man of affairs; an aesthete and a man- 
ager; someone who glided between Cam- 
bridge academic life, the Bloomsbury Group 
of painters and writers, the City and White- 
hall; as well as between homosexuality and 
heterosexuality. I had to master all these 
worlds (or at least pretend to) and also show 
how they fed into his economic outlook. 


А Cambridge man 


My first volume was published in 1983. It 
covered Keynes's life from 1883 to 1919, end- 
ing with “The Economic Consequences of 
the Peace", the slashing attack on the Ver- 
sailles treaty which made him world-fam- 
ous. Keynes, as I presented him, was a pro- 
duct of the Cambridge civilisation of his day, 
heir to its loss of religious faith, the vigour of 
its philosophical speculation, its shift from 
the ethics of duty to the ethics of intimacy; 
heir also to its Edwardian optimism, which 
swept away late-19th-century angst, and the 
traumatic shock to that world-view, and 
Britain's position in the scheme of things, de- 
livered by the first world war. The rest of 
Keynes's life was spent trying to restore the 
possibilities of civilisation which the war 
had destroyed. 

The first volume had little economics in 
it. It was mainly about ethics, philosophy 
and friendship, not unnatural preoccupa- 
tions of clever young men whose own econ- 
omic future seemed secure and who ex- 
pected a century of peace. It was friendship, 
particularly Keynes's love-affair with the 
painter Duncan Grant, which got me into 
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the greatest trouble. What purpose did I 
have, the economist’s surviving younger 
brother, Sir Geoffrey Keynes. once asked me, 
other than to tell the world that Maynard 
was a bugger? 

1 replied that the world already knew 
this. Му aim was to show how Maynard's 
early beliefs influenced his economics. Sir 
Geoffrey was ‘not convinced. When Alan 
Watkins wrote a silly article in the Observer 
n April зо 1978 saying that I had been 
“commissioned to write a life of Keynes "be- 
tween the sheets", Sir Geoffrey's worst fears 
‚ wereconfirmed.Since there was quite a lot of 
Cambridge hostility to my enterprise, I was 
particularly pleased when Richard Kahn, 
Keynes's "favourite pupil", wrote to me on 
June 1st 1984: "T found [your book] most im- 
pressive, interesting and beautifully written. 
Hook forward to further volumes." Alas, he 
was dead before the next volume appeared 
in 1992. 


` Economics and the good life 


That Keynes would make his mark in eco- 
nomics was logical, though not inevitable. 
He was sucked into it by the global disorder 
that followed the first world war. By 1940 he 
` was writing gloomily that, for the first time 
since the Enlightenment, "Hobbes has more 
. message for. us than Locke.” Economics, as 
he practised and transformed it, offered a 
way of reconciling his ethical and aesthetic 
commitments with the mastery of an exter- 
nal world which menaced them. The pur- 
pose of economics, he wrote in 1930, was to 
solve the “economic problem”, so that man- 
kind could live “wisely, agreeably and well”. 
He had a relatively low opinicn of the disci- 
pline, and was apt to compare it to dentis- 
try—a science of means, not of ends. The end 
was a secularised Christian view of the 
“good life", as expounded by his intellectual 
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From “Punch” in 1931: “No darling, I suppose I don’t actually need them, but 
I look on it more as a sort of duty. Who was it said the other day that every 
‚буе shillings saved kept some poor dear man out of a job?” 


mentor, the philosopher С.Е. Moore. 

From this perspective, the mass unem- 
ploymentofthe inter-war years appeared to 
him asa problem not of scarcity but of incip- 
ient abundance. Men approached the era of 
abundance with the psychology of scarcity. 
The task of economic management, as he 
came to see it, was to bring forward the day 
when enjoyment of life could replace saving 
up for enjoyment. “The full-employment 
policy by means of investment”, he wrote to 
TS. Eliot at the end of his life, “is only one 
particular application of an intellectual 
theorem. You can produce the result just as 
well by consuming more or working less." 
His Utopia, which he thought might not be 
far off, was Paradise Regained, whoseinhab- 
itants would live like the “lilies of the field 
who toil not, neither do they spin”. 

My own biographical enterprise 
spanned exactly the years when the Keyne- 
sian revolution was fading. The crucial sec- 
ond volume of my trilogy was written in the 
Thatcherite 1980s. Did Milton Friedman 
have more message for us by then than did 
Maynard Keynes? 

Certainly, it was no longer possible to 
treat Keynes’s great book, “The General The- 
ory of Employment, Interest and Money”, 
published in 1936, as holy writ. Its short-term 
model of an economy which could get stuck 
in depression was too obviously a product of 
the special conjuncture which had pro- 
duced the Great Depression of 1929-33. If 
Keynes was to live for our time, hiseconomic 
philosophy had to be untangled from the 
theoretical straitjacket in which he had suf- 
focated it in the General Theory. 

Three insights helped to orient me. The 
first was Joseph Schumpeter’s distinction 
between an economist’s vision and his ana- 
lytic scheme. Keynes applied this distinction 
to himself. The economist, he told his Cam- 


bridge students in 1933, always knows more 


than he can say: “When you adopt perfectly 
precise language", he went on, “you are try- 
ing to express yourself for the benefit of 
those who are incapable of thought.” 
Keynes's strictures were in vain. Since his 
day, economics has become so formal, or 
mathernaticised, that even economists can 
no longer understand what they are saying 
to each other, still less the educated public. 
Keynes's appeal as an economist has always 
been to those who prefer fertile thinking to 
elegant proofs. 

Secondly, I was influenced by Axel Lei- 
jonhufvud. In his book "On Keynesian Eco- 
nomics and the Economics of Keynes" 
(1966), Leijonhufvud argued that a thinker's 
thought “will show a consistency and con- 
tinuity of development which, once 
grasped, make it possible to view his work as 
a coherent whole.” This was very much to 
the point. There is an unmistakable family 
resemblance running from Keynes's early 
paper, “How Far Are Bankers Responsible 
for the Alternation of Crisis and Depres- 
sion?" (1913) through his "Tract on Monetary 
Reform" (1923) and his “Treatise on Money” 
(1931) to "The General. Theory of Employ- 
ment, Interest and Money", which distin- 
guishes them sharply from the orthodox 
economics being produced at the time. 

In all these writings, economic distur- 
bances start in the sphere of money and fi- 
nance and move to the "real economy", 
rather than the other way around. Macro- 
economics, which Keynes invented, is re- 
dundant in an economy that does not use 
credit.In the General Theory; which was ini- 
tially titled "The Monetary Theory of Pro- 
duction", "interest" and "money" are yoked 
toemployment as horse to carriage. 

I was also struck by Peter Clarke's de- 
monstration—in his fine book, “The Keyne- 
sian Revolution in the Making" (1988)—of 
just how close Keynes's theoretical ears were 
to the political and administrative ground. 
There was much of the civil servant in 
Keynes. Theory must always be serviceable 
for policy, even if its echoes went beyond 
practical requirements. 


Risk and return 


These insights gave me a way of reconciling 
Keynes’s many, and often-remarked, incon- 
sistencies of theory and policy with the es- 
sential continuity of his economic outlook. I 
came tosee the General Theory as the reduc- 
tion, to a particular type of macroeconomic 
model, of Keynes’s long-standing concern 
with the effects of uncertainty on business 
expectations, the connections between un- 
certainty and money, the psychology of 
money and his concomitantly long-stand- 
ing advocacy of stabilisation policy. 

In Keynes’s vision, uncertainty is the 
condition of all human life—a line of 
thought which goes all the way back to his 
early work on probability theory. All agents 
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suffer from deficient knowledge about the 
future, and adopt various quasi-rational 
strategies to deal with it. In economic life, 
holding money was the most important of 
these strategies. The function of money as 
generalised purchasing power offers the 
possibility of postponing decisions to invest 
and consume. The emphasis Keynes placed 
on money as a store of value, as an escape 
from commitment to activity, was one of his 
original contributions to economics. It 
shines through all his writing. 

In his scattered reflections on the psy- 
chology of money, Keynes linked the power 
of money to disturb economies to the ten- 
dency for money itself to become an object 
of desire (in Marx's language, a fetish) rather 
than a means to satisfy desires. The psycho- 
logical propensity to “hoard” is not just a 
quasi-rational response to uncertainty but 
expresses a perverted human longing: a 
“love of money" for its own sake. Depres- 
sions, then, are the fruits of sin as the classical 
economists taught—notof the sin of extrava- 
gance, however, but of usury, a medieval 
concept Keynes took to be identical with his 
own “liquidity preference” theory of the rate 
of interest. Like all properly educated athe- 
ists, Keynes was steeped in theology. 


Keynes’s “science” 

The view that an economy has no natural 
tendency to full employment is implicit in 
this vision of economic life. The analytic 
model in which Keynes finally decided to 
encapsulate this vision was one which pos- 
tulated the logical possibility of “under-em- 
ployment equilibrium”. Formally, there is a 
stable level of employment and output 
which corresponds toany given set of expec- 
tations. This need not be one of full employ- 
ment. It is through the existence of money 
that expectations about the future influence 
production decisions in the present. Helped 
by a piece of technical apparatus, the multi- 
plier, invented by Richard Kahn, Keynes 
demonstrated that, following a shock to de- 
mand, it is the run-down of income which 
equilibrates the “propensity to save” with 
the reduced “inducement to invest" at a low 
level of employment and output. 

This was his strictly “scientific” achieve- 
ment. The so-called income-expenditure 
model became the core of “scientific” 
Keynesianism, the policy tool which gov- 
ernments could use at any moment to adjust 
levels of aggregate expenditure to any de- 
sired level ofemployment. 

The "scientific" part of the General The- 
ory isa skewed formalisation of Keynes's vi- 
sion,a piéced'occasion built forexplanation 
and control when faith in capitalism was 
weak. As The Economist not unfairly put it 
on January 27th 1951: "They [Keynes's theo- 
ries|display the essential conditions existing 
atamomentoftime,and ingiven conditions, 
between various economic magnitudes, but 
not the dynamic laws governing change in 
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those conditions themselves." 

Volume three of my biography, covering 
Keynes's last years (1937-46), takes the reader 
from the economics of depression towards 
the economics of full employment, and the 
inflationary preoccupations of the post-war 
world. It was, of course, rearmament and 
war, not theoretically based Keynesian pol- 
icy, which dragged the world back to full 
employment; arguably it was the cold war 
and social spending which kept it there in 
the "golden age” of the 1950s and 1960s. But in 
a striking display of intellectual entrepre- 
neurship, Keynes showed how his “scien- 
tific” model could deal just as easily with an 
“inflationary gap” as with an “output gap”. 
His anti-inflationary tract, “How to Pay for 
the War” (1940) brought a fervent endorse- 
ment from his “scientific antipode”, Fried- 
rich Hayek: "It is reassuring to know", Hayek 
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wrote to him on March 3rd 1940, “that we 
agree so completely on the economics of 
scarcity, even if we differ on when it ap- 
plies.” Keynes reciprocated with a glowing 
letter on Hayek's “The Road to Serfdom", 
published in 1944: *Morally and philosophi- 
cally I find myself in agreement with virtu- 
ally the whole of it; and not only in agree- 
ment, but in deeply moved agreement." 
Even in war Keynes remained a liberal, with 
a hatred of rationing and price controls. 
Keynes's part in constructing the Bretton 
Woods system, his founding of the Arts 
Council of Great Britain, his influence on 
wartime and post-war fiscal, monetary and 
social-security policy, his vain struggle, over 
five wartime missions to Washington, to pre- 
serve Britain's financial independence from 
the United States—all against a background 
of crippling heart disease—bring this trilogy 
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to a climax. When Keynes died on April 215 
1946, Lionel Robbins wrote: “Не gave his life 
for his country, as surely as if he had fallen 
on the field of battle." 


Whatremains 


Would I have liked Keynes had 1 met him? 
The only sensible answer I have ever been 
able to give to this question is: “Yes, enor- 
mously, had he liked me.” For he could be 
both immensely charming and kind to those 
he liked, and immensely rude to, and about, 
those he did not. He could rarely resist a witty 
put-down: one observer ‘elt that “he must 
have been responsible for more inferiority 
complexes among those with whom he 
came in contact than anyone else in his gen- 
eration.” But leaving this aside, his intellec- 
tual, moral and linguistic charm, as it sur- 
vives in his writings ard records of his 
conversation, is palpable, and is the main 
cause of the fascination he continues to ex- 
ert. David Waley,a Treasury colleague during 
the second world war, remembers “every 
paragraph full of abouncing vitality and a 
constant sense of drama”. 

What survives today of Keynesian eco- 
nomics is not, I think, the “scientific” de- 
monstration that under-employment equi- 
librium is possible, but Keynes's intuition 
that a market economy is inherently unsta- 
ble, and that the source of instability lies in 
the logic of financial markets. Market cap- 
italism should be neither left alone nor abol- 
ished, but stabilised. Most macroeconomic 
models are still based on the Keynesian ag- 
gregates and their interrelationships; but 
governments no longer seek to control these 
aggregates—prices, output, saving, invest- 
ment—so directly or so persistently as in the 
heyday of Keynesian “fine-tuning”. 

Monetary policy has supplanted fiscal 
policy as a short-term stabiliser. Budgets are 
to be balanced “over the cycle”, with discre- 
tionary deficits for use only in emergencies. 
Governments, that is, retain their role as an 
uncertainty-reducing resource, but experi- 
ence of their capacity for error and folly sug- 
gests that discretionary policy should be 
used very sparingly. Keyres's vision, rather, 
points to the importance of rule-based re- 
gimes to stabilise business expectations— 
something he accepted in the Bretton Woods 
system of fixed exchange rates. In 1939 
Keynes predicted that :he world would 
never go back “all the way” to pre-Keynesian 
economic policy. In this he was right. Con- 
trary to his own most famous apho- 
rism—"In the long run we are all dead"— 
Keynesis still alive. 

And what of my contract to write a sin- 
gle-volume life of Keynes? Well, that too is 
alive in the form of a commissioned single- 
volume abridgment of my trilogy. Macmil- 
lan will pay £25,000 for it—about half, in real 
terms, of the £5,000 I was offered in 1970. Such 
are the penalties of tardiness. 
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Who let the bears out? 


NEW YORK 


Most stocks are now in a bear market. But things may get worse before they 


get better 


VERYBODY loves to blame politicians 

when things go wrong—but they usually 
wait until those politicians have been 
elected. On Wall Street, presidential candi- 
dates Al Gore and George W. Bush are the 
prime suspects for letting the stockmarket 
bears out of their cage. Since November 8th, 
when Americans woke up to discover that 
they did not have a new president after all, 
the blue-chip Dow Jones Industrial average 
has fallen by 5% and the tech-stock-heavy 
Nasdaq is down by 19%. Taking their lead 
from America, stockmarkets across the globe 
have plunged in sympathy. The main index 
of Germany’s high-tech Neuer Markt fell by 
8% on November 22nd alone, closing at its 
lowest level since its launch in July 1999. 

A bear market, according to a Wall Street 
rule of thumb, occurs when share prices fall 
by 20% or more. The Nasdaq is now deep in 
bear territory, down by 45% from its peak in 
March, and trading below 3,000 for the first 
time since November 1999. The bigger Dow 
and sap 500 indices are down by over 11% 
from their highs, which Wall Street counts 
only asa “correction”. 

Is presidential stalemate really to blame 
for all this? It is certainly true, as Wall Street’s 
salesmen pointout, that markets hate uncer- 
tainty, and a constitutional crisis—if that is 
what is under way—is highly uncertain. It 
may also be true that investors have been 
keeping their money out of the market 
pending an election result. When a winner is 
announced, some of them may feel euphoric 
and pile back into shares. On the other hand, 
the conventional wisdom until Florida's vot- 
ers failed to make up their minds was that 
the stockmarket’s dream outcome is political 
gridlock. This it now has with a vengeance. 
So perhaps gridlock is not so great after all. 
Or, more plausibly, something else is driving 
down share prices. 

“The election is being used as a smoke- 
screen to hide a rapidly worsening outlook 
for company profits,” says Chuck Hill of First 
Call, a research firm. Corporate results were 
good enough in the third quarter of this year, 
around 18% higher than in the same period of 
1999. But many of these results were ac- 
companied by decidedly downbeat “guid- 
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ance” about near-term prospects. As a re- 
sult, since October 1st, analysts have cut their 
forecasts for growth in profits for companies 
in the sar 500 in the fourth quarter from 
15.6% to 10.7%. This is much more than the 
usual trimming—and the quarter is only half 
over, notes Mr Hill. These falling profit 
expectations may indicate that the Ameri- 
can economy is experiencing something 
worse than a soft landing, he says, though 
how much worse is unlikely to become clear 
until early January when the first batch of 
corporate results is released. 
Whatisespecially troublingis that many 
of the warning noises are coming from tech- 
nology firms, which most investors thought 
would beunaffected by a cyclical downturn. 
Fourth-quarter forecasts of gains for the 
technology sector have been slashed from 
29% on October tst to 16%. (In the third quar- 
ter, technology profits grew by around 42%, 


year on year.) Although it is possible that 
there are one-off company-specific pro- 
blems, or temporary inver:tory build-ups to 
be run down, it looks increasingly as if the 
technology sector is entering a cyclical slow- 
Gown, says Mr Hill. 

As a result, the slump in technology 
share prices that started with the Nasdaq 
plunge in April has accelerated and 
broadened to include even hitherto Teflon- 
Чаа favourites such as Cisco and Oracle (see 
chart). This has embarrassed some leading 
market gurus. In his latest newsletter, Mi- 
chael Belkin, a well-connected independent 
analyst, takes a shot at Jeffrey Applegate of 
Lehman Brothers, who in June published a 
list of ten shares with “uncommon values". 
As Mr Belkin notes, this list included Nortel, 
Hewlett-Packard, Micron Technologies and 
Agilent, “four of the biggest overvalued tur- 
keys in the market"—each of which has 
cropped sharply. Juniper Networks, an- 
cther firm on the Lehman list, was among 
tais week's big plungers. 

Where there has been uncommon value 
since June has been in shorting technology, 
media and telecoms (so-called тмт) shares 
and buying conservative "value" shares, in 
such areas as energy, household goods, food 
and beverage, and transport. That happens 
to be the strategy Mr Belkin has been touting. 

Abby Joseph Cohen, Goldman Sachs's 
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FINANCE AND ECONOMICS 


notorious "perma-bull", remains charac- 
teristically upbeat. America's economy and 
financial markets are in better shape than 
they were in March, she says, and shares are 
undervalued because (yes, that's it) we have 
a "new paradigm". Other analysts reckon 
thatirrational exuberance has been replaced 
by irrational depression, and that things will 
bounce back once nerves recover. 

Maybe they will. But even after recent 
falls, many тмт shares look decidedly ex- 
pensive. The 20 most valuable MT firms still 
have a P/E ratio of 55, down from 78 earlier 
this year, but well above the long-term me- 
dian ratio for the sector of 33, according to the 
Leuthold Group, a research firm. 

By contrast, valuations have returned to 
more normal levels in much of the rest of the 
market. The typical medium-sized firm 
(with a market capitalisation of between 
$450m and $8.6 billion) has a P/E ratio of 16, 
close to the historic median. Moreover, such 
firms’ shares also look cheap relative to other 
securities, when judged by the past relation- 
ship between their yields and those on Trea- 
sury bonds and investment-grade corporate 
debt. 

The gloomier forecasters think things 
could get a lot worse for MT. Leuthold calcu- 
lates that, if their Р/Е ratios were to fall back 
to their historic average, the sar 500 would 
go down by a further 42%—and by 58% to get 
to the lowest quartile of past P/E ratios, the 
level that tends to lie at the bottom of a bear 
market. By contrast, the median American 
share already has a P/E below the historic av- 
erage, though it would need to fall a further 
31% to reach the historic bottom quartile. 

Mr Belkin points to a different yardstick. 
When a bubble turns into a full bear market, 
he claims that prices often return to their 
200-week moving average. That would 
mean shares in Sun Microsystems falling a 
further 57%; in Oracle 53%; and in Cisco 
46%—though the prospects would be less 
awful for already fallen angels such as Intel, 
with only 25% to go, and Microsoft, a mere 
6%. The Dow and sap 500 indices are only 
10% above their 200-week averages, but the 
Nasdaq may have one-third still to fall. 

Experienced investors, particularly pen- 
sion funds, have been net sellers of shares in 
recent months. But, as in 1987, individual in- 
vestors have defied predictions that they 
would flee the markets at the first sign of 
trouble. In the past month, weekly equity 
mutual-fund inflows averaged $3.7 billion, 
higher than in the third quarter and more 
than double the level in the same period last 
year,calculates Doug Cliggott of J. P. Morgan. 
Eventually, individual investors may lose 
faith in shares, he fears— particularly if the 
markets donot improve by March, and there 
is a crop of headlines about how the Dow 
and the sap have not risen for two years. If 
individuals were to pull out, today's bears 
could look like pussy cats. 





102 


BSCH-Banespa 


Nuts? 


SAO PAULO 


ANK clerks wept openly in the streets 

and others gasped with amazement 
when, on November 2oth, Banco Santander 
Central Hispano (BscH), a Spanish bank, 
paid 7.05 billion reais ($3.7 billion), almost 
four times the minimum price that the gov- 
ernment had demanded, for a controlling 
stake in Banespa, a Brazilian state-owned 
bank. Analysts and the defeated bidders in 
the country’s biggest privatisation agreed 
that вѕсн had paid far too much. But the 
Spanish bank trumpeted the deal as the last 
and most important piece in its strategy to 
become Latin America’s top banker. 

Certainly вѕсн has stolen a march on its 
Spanish arch-rival, Bava. Seizing Banespa 
lifts it to third place among Brazil’s private- 
sector banks. BBvA is outside the top ten. 
Given the lack of affordable targets, it would 
now have to pay a steep price to catch up. 

BSCH now has 22m customers in 12 Latin 
American countries, having earlier this year 
bought Serfin of Mexico and Banco de Cara- 
cas of Venezuela. It sees Latin America as El- 
dorado, because both its people and its busi- 
nesses are under-banked and under-bor- 
rowed by rich-country standards. Brazil, as 
well as being the region's biggest banking 
market, is also among the most promising. 
Only one in seven Brazilians has a bank ac- 
count, and most businesses are only lightly 
in debt. 

As wellas making Banespa big- 
ger, BscH reckons it can make it 
more efficient. The aim is to raise 
the bank's retum on equity from its 
present 15% to 25%—slightly better 
than Brazil’s most profitable banks. 
The reason Banespa’s staff were 
wailing is that they know this 
means big job cuts: at the smaller 
Brazilian banks that it bought ear- 
lier, BscH cut average staff per 
branch to 16, whereas a typical 
Banespa branch has 38. 

Even with such scope for ex- 
pansion and efficiency gains, mak- 
ing a decent return from Banespa 
will be a “wonderful challenge”, 
says Laurence Madsen, a bank ana- 
lyst at uss Warburg. For one thing, 
the 7.05 billion reais is only part of 
the cost. To reap the full gains of re- 
structuring Banespa, BscH must 
buy out the remaining sharehold- 
ers. (It bought 60% of the voting 
capital, but only 30% of the total.) 
Ms Madsen reckons that would 
cost at least 2 billion reais. 

Then there are the liabilities 
that any purchaser of a Latin 
American firm is landed with: un- 


der-funded pension schemes; lawsuits from 
current and former staff; unpaid taxes; and, 
of course, bad debts. Banespa has already 
been rescued several times at the taxpayers' 
expense, and the central bank insists that all 
its liabilities are known. вѕсн agrees, reck- 
oning they will cost, at most, 2 billion reais. 
But it found more liabilities than expected in 
its earlier takeovers in Brazil, and the same 
happened with its big Mexican purchase. 

Turning Banespa round will be a huge 
task: the staff union is strong and threatens 
“war” over any job cuts. Meanwhile, BscH’s 
bosses will simultaneously have to struggle 
with Serfin's problems. And its Brazilian ri- 
vals will not sit still: Bradesco and Itau, the 
two largest private-sector banks, will con- 
tinue mopping up smaller rivals and trying 
to poach Banespa's customers. Sao Paulo's 
state government, Banespa's owner before 
the central bank took it over, still owns an- 
other bank, Nossa Caixa, which is aiming to 
grab the 30% of Banespa's clients who are 
state employees. This could become a seri- 
ous threat to its customer base, says Tomas 
Awad, a bank analyst at Chase Manhattan. 

Winning the Latin gamble вѕсн is mak- 
ing will depend on everything coming good 
at once: on continued economic growth and 
stability, especially in Brazil and Mexico; on 
being able to restructure its big purchases 
without battles against unions and minority 
shareholders; and on no more hidden hor- 
rors emerging from the vaults. Like the Span- 
ish conquistadors before them, вѕсн'ѕ man- 
agers might yet find it an impossible 
challenge to maintain such a large and dis- 
tant empire. 





Tears for the cuts to come 
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European economies 


Working 
wonders 


UROPE’S arthritic labour markets are leg- 

endary. Employers' high social-security 
contributions and strict job-protection laws 
discourage firms from hiring workers, while 
over-generous unemployment benefits dis- 
courage the jobless from seeking work. As a 
result, continental Europe has failed to 
create jobs in the same way as the flexible 
and dynamic American economy. Or so the 
conventional wisdom goes. 

But the chart (right) suggests that things 
may be changing. Over the 
past two years, employment 
has actually increased more 
rapidly in the euro area than 
in America; and the OECD 
this week forecast that the 
trend will continue over the 
next couple of years. 

That does not mean, 
however, that the econo- 
mies of the euro area are 
now growing faster than 
America’s. In its latest Econ- 
omic Outlook, the ogcp says that America’s 
Gbr will slow sharply, from 5.2% in 2000 to 
3.5% in 2001. But that will still leave it ahead of 
the expected growth rate in the euro area, 
which is forecast to slow from 3.5% to 3.1% 
over the same period. The European Com- 
mission’s latest forecasts, which were also 
published this week, contained broadly 
similar numbers. 

If Europe's output is growing more 





ANY women spend a fortune on 

gym fees, dieting magazines, health 
farms and new clothes in order to make 
themselves look slimmer. Their aim is usu- 
ally to feel better or to attract a man. Yet, ac- 
cording to a new study, this may also be an 
astute financial strategy: slimmer women 
eam more over their lifetime than their 
obese sisters. 

The study* (carried out by four female 
researchers at the University of Michigan) 
analysed data on more than 7,000 men and 
women born between 1931 and 1941. In 
1992, the individual net worth of an obese 
woman (defined as having a "body mass 
index" of more than 35) was, on average, 
40% lower than that of a woman of “nor- 


* "Economic and Employment Outcomes of Obesity in 
Middle-Aged Women and Men", by Stephanie Fonda, 
Nancy Fultz, Laura Wheeler and Linda Wray. 








slowly than America's, how can its employ- 
ment be rising more rapidly? The short an- 
swer is that European growth has become 
relatively more job-intensive. America's la- 
bour productivity growth has been boosted 
by the rr revolution, causing the oec» to lift 
its estimate of America’s potential growth 
rate (ie, the maximum it can sustain without 
pushing up inflation) by a full percentage 
point, to 4%. Slower actual growth in Amer- 
ica will mean that fewer new jobs will be 
created and unemployment will rise 
slightly—which is exactly what the economy 
needs right now to prevent inflation rising. 

There is still little evidence that rr invest- 
ment has boosted Europe’s productivity 
growth in the same way as it has in the Un- 
ited States. The оғср reckons that the euro 
area’s potential growth rate 
is still only 2.5%. But because 
the euroarea has more spare 
capacity, сор growth can 
remain above that rate over 
the next two years. 

This faster GDP growth 
partly explains the faster 
growth in European jobs, 
but there is more to it than 
that. The оғср reckons that 
recent structural labour- 
market reforms (such as a 
loosening of job-protection laws) are mak- 
ing growth in the euro area more job-inten- 
sive. This is most striking in services, where 
employment has increased by almost 3% 
over the past year. 

The orcp predicts that unemployment 
in the euro area will fall to 7.6% of the labour 
force in the second half of 2002, down from a 
peak of 11.5% in 1997. Although that will still 
be well above America’s likely unemploy- 


Fat is a financial issue 


mal” weight, after adjusting statistically for 
factors such as age, education, professional 
status, marital status and health. By 1998, 
the economic penalty for being fat had in- 
creased: the net worth of the obese woman 
was 60% less than that of her slimmer sis- 
ters. For men, however, the study found no 
statistically significant link between 
weight and wealth. 

Oneexplanation for the findings might 
be that low-earning women have boring 
jobs which induce them to munch biscuits 
and toffees all day. But the research tried to 
adjust for differences in professional sta- 
tus. And why should this affect women 
more than men? 

The sad conclusion is that obesity car- 
ries a large economic cost for women. As a 
result of discrimination (their bosses are 
more likely to be men), fat women are less 
likely to get good jobs or to win promotion. 
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ment rate that year, it will be Europe's lowest 
for 20 years. 

To the extent that many of Europe’s new 
jobs are for lower-paid (and hence lower- 
skilled) workers, this trend may, at least in 
the short term, dampen labour productivity 
growth. But in the longer term, a livelier jobs 
market will improve Europe's growth pros- 
pects, just as it has done in the United States. 
= 





US insurance companies 


Survivorship 


NEW YORK 


EATH and taxes will, as Benjamin 
Franklin once remarked, be always 
with us. But death taxes can (and do) come 
and go, and a bunch of big American life-in- 
surance companies are worried that the next 
American president might decide that they 
should go. During the presidential cam- 
paign, George W. Bush strongly hinted that 
he would not veto a draft law putting an end 
toestate tax. This would bein direct contrast 
to President Bill Clinton, who used his veto 
power at the end of August to stay the execu- 
tion of the Death Tax Elimination Act, after a 
large majority in Congress had approved it. 
Why should insurance companies be 
concerned? The answer is that the abolition 
of estate tax will make obsolete their highly 
lucrative policies that are designed to pay the 
tax. For the 60-or-so life insurers that sell so- 
called “survivorship insurance", annual 
premiums of $3 billion are at stake. 
Such policies are not just for the super- 
rich. Estate tax was introduced in America in 
1916, and over the years the threshold for the 





Fit for a fat salary 


For male fat cats, in contrast, chunky evi- 
dence of years of business lunching often 
goes hand in hand with financial success. 
Expect there to be further weighty research 
on the matter. 
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stands at only: $675,000, which means is thati it 
ean force the heirs to the owners of quite 
small family businesses tosell in order to pay 
the tax when Mom and Pop have not had the 
foresight to buy survivorship insurance. 

According to Limra, ап American mar- 
keting organisation for life insurers, approxi- 
mately 180,000 survivorship policies are in 
force. LIMRA reckons that a repeal of the es- 
tate tax would result in an 8% dropin sales of 
so-called "variable" life. policies—those 
where the final payment is uncertain. An 
end to survivorship insurance would affect 
insurers like АХА Financial, John Hancock, 
Nationwide Financial and Lincoln more 
than others. They focus on wealthy custom- 
ers and are likely to have the most policies. 

Insurers, however, are not the only ones 
who will suffer from abolition of the tax, The 
federal coffers will receive about $27 billion 
in estate-tax money this year—more than 
`. twice the amount raised by federal income 

taxes. And charities might also lose. Chari- 

table giving is deductible from taxable es- 

tates and, as:a result, wealthy people often 
`; bequeath large sums tocharity. Gifts tochar- 
ities from estates amounted to 8.2% of total 
` donations in 1999 of $190.2 billion. 

Even some very wealthy people do not 
wish the tax to go. “Bill Gates favours keep- 
ing it,” says Martin Rothenberg a member of 
Responsible Wealth, alobby group that aims 
to “put a spotlight on the dangers of exces- 
sive inequality of income and wealth in the 
United States". So does Mr Rothenberg him- 
self. He made a new-economy fortune as 
founder of Syracuse Language Systems, an 
educational-software. company, апа like 
many other 1990-vintage millionaires he 
feels that he has a debt to the society that 
educated him and sponsored his research. 

The bill to end estate tax will not, how- 
ever, leave inheritances entirely untouched 
2 by the taxman. At present, the law exempts 
. gains in the value of any property that is re- 

‘ceived by inheritance from capital-gains tax. 
An often-overlooked provision of the Death 
+ Тах Elimination Act would imposé а пем 
` capital-gains tax on the lifetime growth in 
asset value. Perhaps death taxes in some 
form will, after all, always stay with us. 
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AD 1 news for Portia Italy's. usury laws 

look more likely to put bona fide bank- 

.. ers behind bars than to stop modem-day 
>o Shylocks taking advantage of gullible bor- 
Towers. On November 18th, the country's 

| highest court of appeal ruled that the fixed 
© rate of interest attached to a bank mortgage 
contracted in 1993 was usurious according to 


| ties for breaking the law include six years in in 
‘jail and fines of up to 30m lire ($13,000). 





Interest rates are deemed to be usurious 
when they are more than 50% higher than 
the average over the previous three months. 
So, in September, when the treasury minis- 
try announced average rates for house mort- 
gages of 6.6%, the usury rate for such loans 
was automatically set at 9.9%, a rate far be- 
low the going rates in the early 1990s, and 
hence below the rates on fixed-rate mort- 
gagesentered into (legally)at that time. 

The appeal court's decision has under- 
standably upset the banks. The дви, ће Ital- 
ian. banking association, complains of 
sloppy legislation and a perverse legal sys- 
tem. The usury laws seem to have had little 
effecton genuine loan sharks who continue 
to work undisturbed. 





"The court's decision has created a situa- 
tion ОЁ total uncertainty over fixed-rate 
mortgages," says the api. How many mort- 
gage holders will now seek redress is uncer- 
tain. One consumers’ group reckons that 
around 15m mortgages are illegal. The дві 
says that many customers renegotiated their 
fixed-rate mortgages when interest rates 
tumbled in 1998 and 1999, but its members 
are nevertheless preparing for tens of thou- 
sands of demanding letters. 

More certain, although unquantifiable, 
is the. decision’s impact on profit-and-loss 
accounts. The law says that, in cases where 
usurious interest rates have been applied, 
the borrower need repay only the principal. 
The recent recommendation by Goldman 
Sachs that investors reduce their weighting 
in Italian banks appears timely. 

Foreign institutions that lend in Italy's 
mortgage market should also mind their 
backs: the bank on the receiving end of the 
appeal court’s decision was French. And, if 
Italian public-sector borrowers check their 
loan contracts and find that they had agreed 
fixed rates with поп-Кађап banks that are 
now regarded as usurious, the quality of 
their international lenders’ mercy may well 
bestrain'd. 








Asian payment systems 


The bucks stop - 
here 


HONG KONG 


OSEPH YAM, the chief executive of Hong 

Kong's monetary authority, likes to pon- 

der the idea of an Asian currency union. 
Although he acknowledges that the pros- 
pect i$ remote, Mr Yam believes that Asian 
countries could do a lot more to integrate at 
least some parts of their fragmented, and of- 
ten inefficient, financial systems. Hong Kong, 
it goes without saying, would volunteer to 
helpthem. 

What Mr Yam has in mind are the most 
tedious bits of finance--the clearing and set- 
tlement systems. Why, he wonders, do some 
countries spend so much on roads and 
bridges, while neglecting these other impor- 
tant parts of their infrastructure? Hong Kong 
is trying not to make that mistake. In August, 
itbecame the first Asian market to introduce 
“real-time gross settlement” (втсѕ) for trans- 
actions involving not only local currencies 
but also American dollars. Hoping to be- 
come a regional centre for international cur- 
rency payments, Hong Kong has now made 
"a standing offer to our fellow central banks 
in the region’ to join this system. 

Ап RTGS system differs from the alterna- 
tive, a "deferred net settlement" system, in 
two respects. First, payments are immediate, 
no matter what time of day they are made. 
And second, each transaction is settled for its 
entire amount (as opposed to being “netted 
off" against other payments in the opposite 
direction). By closing the window of time be- 
tween a transaction and its settlement, an 
RTGS system eliminates the risk that a debtor 
will default before his money has arrived in 
the account of the creditor. Over the past 
four years, several Asian countries have 
switched to gros systems for their local-cur- 
rency payments. 

For international transactions, the bene- 
fits of RTGS can be even greater. In Asia, most 
foreign-exchange. transactions take place 
between a local currency and the American 
dollar. This means that, for example, a Thai 
bank doing a trade may have to wait until of- 
fices open in New York in order to finalise a 
transfer. By. going through a Hong: Kong- 
based system in itsown time-zone, however, 
the bank could get its dollars instantly. 

Hong Kong first made its offer in October 
at a meeting of Asian central bankers, and 
the city’s monetary officials have since been 
touring Asia's financial capitals. to explain 
their idea to banks. A dozen or so commer- 
cial banks have already agreed to link their 
own systems with Hong Kong's. 

Butsomecentral banksare dithering. For 
instance, Saowanee Suwannacheep, the di- 
rector of payments. at. Thailand's central 
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bank, worries that the "legal infrastructure 
may not be ready yet", and wonders 
whether the greater ease of moving money 
might even lead to capital flight. Her col- 
league at Singapore's monetary authority is 
more concemed about alienating existing 
corresponde v banks in New York. Besides, 
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Boom and gloom 












he asks, why join the Hong Kong system 
now, when a genuinely global dollar-clear- 
ing system might not be far away? But that 
argument could disguise what might be the 
biggest objection to the idea: that it would 
make Hong Kong look too good, at the ex- 
pense of other aspiring regional centres. 


Reform and stability are making Russia’s economy look a lot less bad. But 


keep the vodka on ice for now 


MINKING, adrift and on fire in bad 
"weather, Russia looked like an unsal- 
vageable ship two years ago. The captain 
seemed incapable—drunk, said many; the 
` officers quarrelsome and thieving; the crew 
‘demoralised, mutinous and incompetent. 
Now a surprising amount has changed. 
There is a new captain, a new bunch of offi- 
cers and firmer discipline. The ship is still in 
dire straits, but the immediate danger of 
shipwreck i isover. 

"That, roughly, is Russia's economic posi- 
tion. The country has its most united, effec- 
tive govemment since the collapse of 

: Communism, committed to a coherent re- 
. form programme that enjoys popular sup- 
роп. The economy is growing by around 7% 
a year; inflation is down; the budget is bal- 
anced. Russian businessmen seem to be in- 
vesting more and stealing less, and foreign 
“direct. investors are taking. another look, 
spurred by a sprinkling of success stories 
about modern factories and willing, cheap 
workers producing competitive goods. 
|. The main cause of the recovery, how- 
ever, is.a high oil price and the after-effects of 
a 75% rouble devaluation in 1998. Roland 
Nash of Renaissance Capital, a Moscow in- 
vestment bank, reckons that about one- 
third of the credit for the recovery in GDP 
since 1998 is due to the trebling of world en- 
~ ergy prices, and the rest to the weak rouble. 
“Little was due to good government,” he 
says. But this is not the whole story. In the 
past, Russia has squandered any windfalls— 
such as the billions of dollars lent by the 
West—whereas this time there has at least 
been an attempt to use the latest боой for- 
"tunesensibly. 

Perhaps the biggest achievement is an 
inconspicuous one: simply giving up the 
most. capricious, damaging habits of the 
past. The new rulers realise that confidence 
athome and abroad matters a lot, and that it 

;depends on an image of stability and 
respectability. That alone is a big help for 
business. Russian and foreign businessmen 

* alike say that they can live with bad rules, so 
long as the rules do not keep changing. 

Even better, of course, would be rules 
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that were not just stable, but also good. And 
here the government is talking a lot of sense. 
Reform of the tax system, of the customs ser- 
vice, of the courts, of the banks, of the bu- 
reaucracy: its programme is full of things 
thattherestofthe world has been urgingitto 
do for years. A few quibbles aside, it is hard 
to find any bit of government economic pol- 
icy that looks truly wrong-headed. 

So far, however, it ismostly talk. Laws are 
chugging through parliament, but there has 
been only one really big practical change—a 
flat-rate 13% income tax, and a greatly sim- 
plified fiscal regime for businesses, to take ef- 
fectin January. The huge unanswered ques- 
tion here, as with other reforms, is how the 
nice new rules will look after a thorough 
chewing by the country's corrupt and. Ш- 
paid bureaucracy. A visit to the tax office, for 
example, can be a humiliating or indeed 
frightening experience even for a law-abid- 
ing person with a clear conscience. Anyone 
who has dodged tax in the past—ie, most of 
Russia's middle class—will think three times 
before taking the risk of going legal now. 

Niina Pautola, an economist at a Mos- 
cow think-tank, says it will take at least a 
year to see whether the tax reform is influ- 
encing economic behaviour. Capital flight, 
one of the best indicators of Russians’ confi- 
dence in their own country’s fairness and 
attractiveness, dipped sharply earlier this 
year, but it has since risen back to around $2 
billion a month. 

Other essential changes, such as a new 
land code and a clean-up of the banking sys- 


the tax reform, and v 
have an effect. Bu 


prices will fall before th 
lished.a better credimi i 


Moscow. this week 

agreementon structural refo: 

imr seal of approval, Russia will Бе! 
reschedule its old debts to western 
ments via the Paris Club, let alone to borrow _ 
new money. | 
Another. danger is that monthly infla- 
tion of 2%, coupled with a stable exchange _ 
rate, is steadily eroding manufacturing in- _ 
dustry’s competitiveness. Despite some lim 
ited improvements in industries such as tex- 
tiles, this is still far too poor for most Ru 
companies to compete on world markets 
Russia's exports--mainly raw materials, þa- 
sic chemicals and weapons—are pitiful 
somewhere that sees itself as an advanced 
industrialised country. 

Worse, some aspects of Russia's compet. 
itiveness are deteriorating: investmen: 
fixed assets, although up by 18% in the firs 
nine months of the year, is not nearly 
enough to keep the roads, bridges, power 
‘systems and so forth from crumbli 
imposes ever greater costs on busine 
Human capital—perhaps the cour 
greatest single asset—is inevitably deval in 
as corruption, poverty, emigration and th 
passage of time erode the Soviet education 
and science systems. ү 

New hope lies in the fact that reform 
accelerated this year, not slowed, anc 
emmentreshuffle in the new year cot 
it а further. boost. But Russia's ги 
seem to flinch at the consequences 










































-own logic. Real reform would mean les: i 


crecy and paranoia, and moreopening up 
the outside world. It would mean m ore 


















































ARDLY anybody denies that the 

European Union's decision-making 
rules will need tobe changed before the ar- 
rival of a clutch of new members. That is 
why the topic is high on the agenda for the 
forthcoming eu summitin Nice: One gues- 
tion is which areas of policy to leave sub- 
ject to veto by any single member. At 
present this list includes big, sensitive mat- 
ters such as taxation and treaty revisions. 
Another is how to revise the existing sys- 
tem of “qualified majority voting (owv)"— 
|. the rules that cover other issues, where the 
| -veto does not apply. 
e The current ому ще, work in two 














no means fully reflects dis- 
xulation; and second, to pass, 
t command roughly two- 
ent, 71%) of these votes. The 
EU сштеп has 15 members, and many 
complain that. the decision-making 
wheels grind too slow. Applying the same 
formula to an ки of 20 or even 27 (mooted 
as a more distant possibility) would fur- 
ther dilute the voting strength of the big 
countries and make it harder to form the 
vote-winning coalitions needed to get 
things done. The first point, dilution, is 
clear enough. The second, to do with the 
ease of forming winning alliances, is 
harder to think about. 
Which is where game theory comes in. 
In a study* for the Centre for Economic 
Policy Research, Richard Baldwin of the 
Graduate Institute of International Studies 
in Geneva and three collaborators use 
game theory to compare some of the pro- 
posed voting reforms that will be dis- 
cussed at Nice in an objective way. This isa 
helpful act of economic imperialism, 
and the results deserve to be read by 
practical types who would not nor- 
mally venture into this realm. 
Whatthe researchers did was this. 
First, they asked how many different 
coalitions. can be formed among a 
Union of a given size. (The answer for 
а 15-member EU 15:32,768,) Next, for 
each. system of voting, they asked 
how many of these coalitions will be 
winning © coalitions: а computer 
crunched the numbers and gave the 
answer. If you divide the second of 








* "EU Reforms For Tomorrow's Europe.” By Rich- 
ard Baldwin, Erik Berglof, Francesco Giavazzi and 
Mika Widgren: See www.cepr.otg. 
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Another fine voting mess. 


An enlarged European Union will need new ways of making decisions. 
Game theory sheds some light--and every bit helps 














these figures by the first, you get a “passage 
probability"—the chance, behind a "veil of 
ignorance”, that a random measure will 
pass. The researchers call this a measure of 
each system's "efficiency". That, in fact, is 
not an apt word. More efficiency, other 
things equal, is a good thing; greater readi- 
ness to approve any given measure may 
not be. It might be better to talk of "ease of 
action". Note too that this number, what- 
ever you call it, means nothing by itself. 
The European Commission, unlike the 
computer, does not propose random mea- 
sures, and coalitions of members do not 
form randomly around any proposal. 
Even so, the results are useful for before- 
and-after comparisons, because they sug- 
gest how ease of action will change. 

The last column in the chart shows 
what happens to ease of action under the 
present rules as the Union expands: it 
drops sharply. Without reform, agreeing to 
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new measures is likely to get more difficult. 
Under an Italian proposal (which greatly 
increases votes for big countries), ease of 
action in an EU of 20 would be only a bit 
less than it is now in an Eu of 15—but this 
plan raises questions about legitimacy be- 
cause, by design, a small number of big 
countries could more easily outvote a large 
number of small ones. Sweden has made a 
proposal which also involves reweighting, 
using a subtle “square-root formula”; but it 
is less effective at preserving ease of action. 

All the columns labelled “dual” de- 
scribe plans on the table that involve a 
double-majority test: to pass, a measure 
needs to command. both a majority of 
members’ votes and a majority of the ки» 
population. "Weighted dual" is theexisting 
ому plus a new “58% of population” test: 
ease of action drops dramatically, as you 
might expect. "Limited dual" is similar ex- 
cept that it involves a change in the ому 
weights in favour of big countries. 

Theother "dual" plans involve simpler 
counts of unweighted votes and popula- 
tions—but with varying thresholds: 71% of 
votes and people, 60% of votes and people, 
50% of votes and people. This last, the left- 
hand column in the chart, is the commis- 
sion's proposal. (It has also been endorsed 
by The Economist, incidentally: see our is- 
sue of October 28th.) The chart shows that 
this rule, based ona plain majority of coun- 
tries and of people, markedly increases 
ease of action. Unlike the other proposals, it 
is essentially invariant to the size of the EU, 
whatever that ends up being. (The dip for 
an EU of 20 arises because 20 is an even 
number: that increases the proportion of 
blocking coalitions.) This would make life 
simpler in future. And, unlike the weighted 
plans, it can claim legitimacy of two kinds: 
union-of-nations legitimacy as well as un- 
ion-of-people legitimacy. 

These are big advantages. But, as 
noted earlier, ease of action can be a 
mixed blessing, if it means that plans 
that suit the commission and mem- 
ber governments, but not national 
parliaments ‘or voters at large, are 
more readily pushed through. The 
quid pro quo for less friction in deci- 
sion-making as the Union grows 
therefore ought to be (a) much clearer 
thinking on “subsidiarity”, the ques- 
tion of which areas of policy should 
be delegated to the Union, and which 
reserved to national governments; 
and (b) caution in reducing the scope 
of the national veto, and/or (heretical 
thought) willingness to consider ex- 
tending it. Sümmiteers, please note. 
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Mirror, mirror 






SCIENCE AND TECHNOLOGY 


Telescopes with mirrors made from rapidly spinning liquids could redefine 


the economics of astronomy 


| [7 N THE face of it, a telescope with a lig- 
Ў uid mirror sounds about as useful as а 
chocolate teapot. The enormous rigid mir- 
rors that capture and focus light inside large 
telescopes weigh several tonnes, and take 
many years of painstaking effort to cast, 
grind and polish—a process that shapes 
their surfaces to within a few billionths of a 
metre. Sohow coulda pool of liquid mercury 
do the same job? The answer is surprising. 
Pour any liquid into a cylindrical container, 
‘rotate the container at a constant speed, and 
‘the surface of the liquid will become a 
paraboloid, which just happens to be the 
perfect shape fora telescope’s mirror. 
>... This idea is not new. Indeed, it may go 
back as far as Sir Isaac Newton, the inventor 
of the reflecting telescope. But liquid-mirror 
telescopes (мт) were, for a long time, seen 
as of theoretical interest only. Over the past 
‘decade, however, the idea has looked 
"increasingly attractive, for both economic 
"and technical reasons. A few ims werecon- 
structed. during the: 19905, and the 
largest yet made, with a mirror six 
metres across, will soon capture its 
. firstlightin the foresteast of Vancou- 
«ver, Canada. Advocates of uwrs be- 
lieve the technology has now come 
of age—and that it could even spell 
:theend of conventional telescopes. 























Causing a stir 
Compared with making a rigid mir- 
ror, making a liquid mirror is a pic- 
тіс. The main ingredient is a small 
. amountof mercury, which is placed 
"inside a strong yet light container 
made of a composite material such 
as Kevlar. This container is a parabo- 
loid, but its shape does not need to 
be made as accurately as a rigid mir- 
“ror.Once the container is spinning at 
‘the correct speed (typically a few 
‘revolutions per minute), the mer- 
cury spreads out to form a layer less 
thana millimetre thick, and in sucha 
“way that variations in the thickness 
«of the mercury layer compensate for 
the imperfect shape of the container. 
_ The result is a liquid mirror as accu- 
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rately shaped as a conventional rigid one— 


but at about 1% of the cost. 

There is more to a telescope than its mir- 
ror, of course. But when the other compo- 
nents and housing are taken into account, an 
LMT still comes in at around 5% of the cost of 
a comparable conventional telescope. The 
Large Zenith Telescope--as the six-metre 
LMT that is being constructed by Paul Hick- 
son and his team at the University of British 
Columbia, in Vancouver, is known—is being 
built on a shoestring, and is expected to cost 
less than $1m. In comparison, the construc- 
tion cost for the two eight-metre Gemini 
telescopes in Hawaii is $184m, and the: 4.2- 
metre Southern Astronomical Research tele- 
scope being built in Brazil will cost $28m. 

The ability to construct large telescopes 


for a fraction of the usual cost could trans- 


form astronomy. It would mean that 
individual research groups could have their 
own telescopes, instead of having to book 
time on shared instruments months in ad- 


vance, as they do 
dedicated telescope 

of research possible 

not feasibletoded 
on.asix-ore 
forexploding stars. 
other galaxies. Thi 
world, such searches 
peated observations of 
егу few days. But with 
telescope. for such. spe s 
would become possible. 
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tous NRK a ney way of. saying th: ti 
looks the same in all directions. Similarly. 
long-term sky surveys and superni 
searches can be done with a zenith-pointiny 
-telescope: over the course of a year, 
scope can observe. an entire band of thes 
Another drawback of ims has beer 
solved by the advent of digital sensors. Use : 
`. photographic plate to record а! 
age from a zenith-pointing te 
scope, and уои will end up with ; 
| streaky image, as.a result of the 
|. earth’s rotation. Use a digital sensor 
however, and itis possible to shuffle: 
.ı the image across the sensor in such. 
way thatitis exactly in step wit 
earth's rotation. 

One: of the leading proponents | 
of the liquid-mirror approach is Er 
manno Borra, a physicist at Lava 
University in. Quebec. It was Dr 
Borra'steam that worked out how t 

coaxmercury into formingafilm 

than а millimetre thick. (Normal 
surface tension causes the metal 
form much thicker blobs.) Dr Borra 
also carried outa series of key experi- 
ments in the 1990s to show that LMTS 
would actually werk. His research 
prompted scientists. at. America's 
space agency, NASA, to build a three- 
metre LMT. This is now the 17th-larg- 
est telescope in the world and is used 
to track space debris—another. 
application where the inability to. 
point the telescope does not really 
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matter that much. 

Dr Borra is eager to point out that the 
Large Zenith Telescope, and a proposed 
four-metre telescope called the Interna- 
tional Lar, are being built to do real science, 
rather than merely to investigate the proper- 
ties of mts. He is particularly excited by the 
prospect of being able to dedicate a large 
telescope to the search for supernovae, since 
these are used as intergalactic yardsticks by 
astronomers. The puzzling finding in 1999 
that the universe’s expansion seems to be ac- 
celerating was based on observations of a 
few dozen supernovae. Ап Lur ought to be 
able to find several thousand supernovae 
over the course of a year, and confirm or dis- 
prove this result beyond doubt. 

As well as spreading the word about the 
advantages of tats, Dr Borra is doing his 
best to overcome their inability to point. A 
liquid mirror spins once every few seconds, 
so provided the liquid is sufficiently viscous 
to stay put for half a revolution when the 
mirror is tilted, it will not lose its shape. Dr 
Borra worked out just how viscous the liquid 
would need to be, and found that it had to be 
theconsistency of thick honey. The problem 
is that mercury is far less viscous than this; 


and honey does not reflect light, and so 
would not work as a mirror. The search thus 
began for a liquid that was both viscous and 
highly reflective. 

As luck would have it, Dr Borra came 
across a suitable class of materials. They are 
called metal liquid-like films. Tiny particles 
of silver are coated with organic molecules 
so that they float, and are then added to sili- 
cone oil. The result is a thin reflective layer 
that floatson the surface of theoil. 

So far, Dr Borra has achieved a reflectiv- 
ity of 50% (that is, half of the light falling on 
the mirror is reflected), but he is confident 
that he will be able toequal the 80% reflectiv- 
ity of mercury. At this point it will be feasible 
to build a tilting мт. And he reckons that, if 
he can build a four-metre or larger і. мт that 
can tilt by at least 30^, that will spell the end of 
the classical telescope. 

This is a bold claim. But suppose it were 
possible to build a telescope that could do 
everything a conventional telescope can do 
for a fraction of the price—around 10%, by Dr 
Borra's estimate. The impact of his crazy- 
sounding spinning mirrors on the econom- 
ics of astronomy would be nothing less than, 
well, revolutionary. 

a 





The Galapagos Islands 


Fishermen's friends? 


Quito 


Violence is threatening what was once a promising experiment in 
co-operation between conservationists and fishermen 


EING a conservationist can be danger- 

ous—and it is not only lions and tigers 
that threaten your life. On November 17th 
Juan Chavez, the director of the Charles 
Darwin Research Station on the Galapagos 
Islands, had to be rescued from a mangrove 
swamp by special forces from the Ecuado- 
rean navy. It was not ferocious wild animals 
he was hiding from, but a band of fishermen 
who had threatened his life. To show that 
they meant business, the fishermen went on 
to ransack his home and to burn the offices 
of the islands’ national park. 

The Galapagos archipelago, which lies 
1,000km from the Ecuadorean mainland, 
has become the site of increasingly violent 
clashes between conservationists and fish- 
ermen. Indeed, in the days leading up to the 
attack on Mr Chavez, 900 angry fishermen 
had threatened tourists, blocked roads, de- 
stroyed the islands’ telephone antenna and 
even held a giant tortoise hostage. 

At the root of the dispute is the growing 
number of people who are flocking to the is- 
lands to make easy money from their waters. 
Last year, forexample, the fishery for sea-cu- 
cumbers (soft-bodied creatures related to 
sea urchins) yielded a catch worth $3.4m. 
That works out at some $2,520 per fisherman, 


по 


in a country with a Gpr per head of $1,100. 
More people, however, means less per 
person. In 1999, 500 fishermen caught 54 
tonnes of lobster, slightly over the legal 
quota of 5o tonnes, in four months. This year 
the quota was filled in half that time, be- 
cause there are nearly twice the number of 
people fishing the same waters.So the fisher- 





Let me go, you rotters 


men want the quotas increased. The con- 
servationists, who are against this, have be- 
come public enemy number one in their 
eyes—which was why Mr Chavez found 
himself in the mangrove swamp. 

Appeasing the fishermen, however, 
seems to make little difference. The death 
threats and the burning of the research sta- 
tion came even after a hasty announcement 
by Ecuador's environment minister, Ro- 
dolfo Rendon Blacio, of a 30-tonne increase 
in the lobster-fishing quota. On top of this, 
no arrests were made following last week’s 
events, and the cases of those involved in 
previous attacks have been shelved. 

In recent years, strong efforts have been 
made to include local fishermen in the man- 
agement of marine resources. A committee 
was set up to do this in 1998 when the waters 
around the islands became the Galapagos 
marine reserve—the second-largest in the 
world. Besides the country’s environment, 
fishing and tourism ministers, this commit- 
tee includes members of the navy and of 
fishing, conservation and tourism bodies. It 
has the power to determine the fishing cal- 
endar, the volumes and dimensions of spe- 
cies that can be caught, and what fishing 
techniques are permitted to catch them. But 
the rapid rise in fishermen from outside the 
islands has caused this process to break 
down. Locals no longer have an incentive to 
adhere to the committee’s decisions. 

Ecuador’s all-too-frequent mix of poli- 
tics and business has intensified the conflict. 
Politicians and officials who are said to have 
business interests in both legal and illegal 
fishing in the islands back the fishermen’s 
gripes. The tourism authorities, which havea 
big say in the running of the islands, are also 
willing to give in to the fishermen’s demands 
in order to prevent any bad publicity that 
might damage their $80m a year business. 

In a country trying to crawl out of its 
worst economic crisis for more than a cen- 
tury, itis not surprising that theenvironment 
comes low on the agenda. And though Ly- 
lian Benitez, the under-secretary of sustain- 
able development, says she understands 
that the country “can’t live with increasing 
demands from fishermen each month”, the 
government has yet to act to puta stop to the 
growing lawlessness on the islands. (It took 
three days of violence before the reinforce- 
ments that rescued Mr Chavez were sent.) 

What is more worrying, though, is the 
dramatic, and highly visible, failure of at- 
tempts to mix conservation and exploita- 
tion. Although the committee's sound man- 
agement has seen lobster catches increase, its 
failure to restrict fishing rights to those peo- 
ple whohavea long-term interest in the exis- 
tence of the resource threatens to reverse this 
gain. It may be only a matter of time before 
violent protests restart. Around the world, 
conservationists are fearful about what fur- 
ther concessions might then be given. 

a 
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Ministry of Budget Management, Investment and Trade 
New Administration Building, Belmopan BELIZE, CA. 






related operations in Belize to achieve: greater. efficiency to cope with the grow 
demands in trade through effective management. 





international investments for the transfer 


z ш Кой. ie The Government of Belize intends’ ro. prepare’ a Prospectus: during t! 
speration of the port facilities to facilitate prepa ре E 


process of the Belize Port Authority and to э undertake an offering ope 





















public offering GOB will also faci 
the strategic investor in the priv: 


ted and negara system. of ports, он d 
represent the jd interest on the new Board, of, Directors of the prend CRUE 


ion and control oft ation within the limits of such 

y owned by 

GOB and аата bya povernment- appointed Board id Ports Commissioner. The 

three main deepwater port facit are located in. Belize City which is the commercial 

capital of the country, the Southern coastal town of Dangriga, which is the capital of the 
citrus producing. region of the country, and in the country's banana belt at Big Creek. 


















aking, democr 
Or entities are asked. to provi 
ê including the latest annual repor 


in Belize, а | country with à cable "English:sp 
American/Caribbean region. 1 sted compan 
brief statement of their qualification and experi 












The country of Belize, which is located in the Western Caribbean. in Central America, 









lias à coastline which is washed by the Caribbean Sea, Belize's imports and exports to | and company profile, operati background, investment. and nancial experience: 
the Catibbean, the United States of America and Europe as well-as other regions of the | operational experience along wi reliminary proposal and expectations prior to the 





World are served by these port facilities, The GOR is making considerable investments 
for the improvement of its network of highways to facilitate growth and development in 
agriculture and other industries. There is also rapid growth taking place in the tourism 
given Belize's strategic geographic position, there is great potential for free 


commencement of formal negotiations. 















Formal expressions of interest should be submitted.in writing to reach the office of the 
Governments’ Advisor on Inv ents no later than 21 December 2000. 






Investors will be required to-do their investment due diligence for the priva 
the Port Authority and the О сео the Government Advisor on Investments will ў 5 
in the facilitation of this exercise with the prospective date of 31 January 2001 set for” 
| the completion of the privatization, A full timeframe for the priva ian. process will be: 
j provided as formal negotiations begin. 






attract, private enterprise for partnership in development, to | 
pot for. the stimulation of growth and to bolster efficiency 




















if technology which will contribute to the further improvement | 
structure and other expansion. programmes to keep pace with . ў 
Belize's development and to enhance Its standing as а trading partner in the growing | Please submit applications to: Government Advisor on Investments, Mr. Louis А, 
Cental and South. American region, the wider Caribbean basin, North America and | Lue, to the Ministry of Budget Management Investment and Trade. Central Bank 
Europe. It is therefore anticipated that the investor will, undera long term agreement | Of Belize Building, Gaol Lane Belize City, Belize, Central America. Telephone 
with GOB, make investments to expand, improve and streamline port facilities and | Nos : 501-2-32128 or 501-2-36194 Fax 501-2-35097. e-mail: chalilio@bti.net 
































Are you getting the 
big picture о 









| Record low exchange rates, equity markets An acclaimed web site of the Asian enr : рер 
_ in free-fall...you could be forgiven for Development Bank, ARIC is a one-stop | The October issue of 






the Asia Recovery 
Report 2000 has just: 
been posted. 


_ thinking that Asia was heading for its second information clearinghouse, providing news, 

t economic meltdown. To know what is really analyses, links, high-frequency economic 

going on with Asia's recovery, you need the indicators, and the Asia Recovery Report, 

big picture. a comprehensive biannual analysis of Asia's 
recovery. 


















Make ARIC your 
essential tool in tracking: 
economic, financial, and 
social developments in 
Asia. 
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| And that's where the Asia Recovery 

! Information Center (ARIC) comes in. The newly launched ARIC Policy Forum 

| and the Editorials/Opinion sections keep 
| We track developments in financial markets, you posted on developments related to the 
the macroeconomy, the banking and post-crisis policy agenda for Asia. 
corporate sectors, and social dimensions. 
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A sea change  — 


HE Galapagos Islands (see previous 
story) are famous for having inspired 
Charles Darwin's theory that new species 
arise by natural selection. Lake Malawi in 
southern Africa is equally famous, at least 
among biologists, as. опе of the places 
where that theory can be put to the test. In 
the case of the Galapagos Islands it was a 
group of finches, each specialised to eat a 
` different foodstuff, that set Darwin think- 
ing.In the case of Lake Malawi, itis a group 
of fish knowri as cichlids that has attracted 
attention. The lake contains many species 
of these fish, and working out how they 
evolved was one of the triumphs of evolu- 
tionary biology. Unfortunately, a piece of 
research just published in the Proceedings 
of the Royal Society B suggests that the ex- 
1 planation thus arrived atis wrong. 

That explanation is that species form 
|^ when parts of a population become geo- 
| graphically. isolated from one another. 
Thus separated, they evolve indepen- 
dently to suit the conditions of their local 
environments. If this independent evolu- 
tion goes on long enough, the isolated 
populations become so different from 
each other that they can no longer inter- 
breed, even if the physical barrier between 
them disappears. They have, in other 
words, become separate species. 


water levels rose and fell over time—and 








In Lake Malawi, it was thought that- 
physically isolated lagoons were created as ` 


that this broke up the fish population and 









allowed the evolution of the lake's many 
species of cichlid. But a close look at the ge- 
netic heritage and relationships of some of 
thesecichlids has now sunk this idea. 

Paul Shaw of the University of Hull, in 
England, and his colleagues have concen- 
trated on the 21 species of “open-water” 
cichlid in the lake. They have recon- 
structed the evolutionary tree of these fish 
by sequencing parts of their DNA. That pro- 
vides the genetic equivalent of a fossil re- 
cord of cichlid history. The evolutionary 
tree has revealed that each species of fish 
"probably evolved in an open-water habi- 
tat, rather than originating in an isolated 
lagoon and then becoming adapted to life 


` inthe open. And that rather eliminates the 


idea that physical isolation was the cause 
of their speciation. 

Knocking one explanation down does 
not necessarily provide an altemative. But 
George Turner of the University of South- 
ampton, who is one of Dr Shaw’s co-au- 
thors, reckons he has one. He thinks most 
of the speciation in Lake Malawi is the re- 
sult of female preference for male court- 
shipcharacteristics—in other words sexual 
selection by female choice. If some females 
suddenly become picky and decide, say, 
that they prefer blue males to yellow ones, 
as research has shown is possible, then 
populations may become isolated not by 
physical barriers, but by behavioural ones. 

Dr Turner suggests that such specia- 
tion without. physical isolation is more 
common than most biologists think, and 
that the reason so few examples are known 
is that nobody has been looking. But his 
idea makes sense. A behavioural explana- 
tion is simpler, and therefore more plausi- 
ble, than lagoon formation for the evolu- 
tion of the open-water cichlids. In the case 
of the zillions of species in, say, a tropical 
rainforest, invoking temporary geographi- 
cal isolation stretches credulity. 

It will take a lot more research to tell if 
female fads really are one of the main 
forces of speciation, but their effects on 
characteristics within particular species 
can be so pronounced that the idea seems 
at least credible. The male Irish elk, for ex- 
ample, developed a five-metre antler span 
just to impress the ladies--shortly before 
the species went extinct. 











optoelectronics 
Crystal clear 


LECTRONS can travel fast, but nothing 
travels faster than light. That fact has tan- 


.. talised information technologists for de- 
cades, leading them into the pursuit of so- 


called optoelectronic. computers.: These 
. would use light for their intemal communi- 
cations, and thus continue the inexorable 
progress of Moore's Law--that the speed of 
silicon chips doublesevery 18 months. 
Unfortunately that one word, silicon, 
has been a big obstruction to the develop- 





ment of commercial optoelectronics. It has - 


proved hard to induce silicon to emit light, 
and impossible to induce it to emit laser 
~ light, which is the only sort that would be 

useful for carrying information. Existing 
optoelectronic devices depend on other ma- 
terials, such as talium. arsenide, that are 
more amenable to lasing. But fabricating 
chips on which some components are made 
of silicon-and some of gallium arsenide is 
hard. However, research just published in 


nz 


Nature by Lorenzo Pavesi of the University 
of Trento in Italy and his colleagues points 
the way to silicon lasers. With those, all-sili- 
con optoelectronics would become feasible. 

: Dr Pavesi’s discovery relies on silicon na- 
nocrystals. These tiny structures, measuring 
about 3 nanometres (billionths of a metre) 
across, contain around 500 silicon atoms 
each. That is few enough for them to behave 
as “quantum dots”, in which acrystal acts as 
a single unit, giving it different electronic 
properties from normal silicon. This, in the- 
ory, might allow the light amplification, and 
the stimulated emission of radiation, which 
together make the original acronym LASER. 

And that is just what Dr Pavesi and his 
team found. When they “pumped” their na- 
nocrystals with light from an external laser, 
they produced the phenomenon most criti- 
cal to the creation of laser light,a population 
inversion of the electrons in the quantum 
dot. This means that so many electrons were 
pumped up into an excited state by the laser 
that more were in that excited state than in 
their normal, unexcited state, 

When an electron drops back from an 
excited to an unexcited state, it gives out 





light. This normally happens spontane- 
ously, but it can also be forced to happen by 
light produced by electrons that have al- 
ready made the drop. This “stimulated emis- 
sion” is the basis of lasers. And Dr Pavesi ob- 
served it, too. 

His nanocrystals are not yet quite true la- 
sers since these require that the light source 
be surrounded by mirrors. The mirrors con- 
tain the light produced by the stimulated 
emission and. thus amplify the signal. That 
happens because, provided those electrons 
that have given off light are quickly pumped 
back to their excited states, the light bounc- 
ing around between the mirrors will stimu- 
late the production of yet more light—and a 
powerful, coherent beam will emerge. 

Fitting mirrors around the nanocrystals 
is thus one problem that needs to be over- 
come. Another is to find a way to pump the 
nanocrystals electrically, rather than with 
an external laser. That. would allow elec- 
tronic data to be converted easily into optical 
data within the confines of a chip, so helping 
Moore’s whiggish interpretation of the fu- 
ture of computing to continue tocome true. 


THE ECONOMIST NOVEMBER. 25TH 2000. 







‘Can science cure memory loss? Can routines? Can laughter? Three 
. new books highlight different approaches | 


_ «€ EHOLD in the plains, and caves, and 


caverns of my memory...I run; Hly; I 


_ dive on this side and that, as far as can, and 
_ there is no end.” Why can some of us nolon- 
. ger do this? That was St Augustine in about 
` 400AD, but everyone shares his basic phys- 
: iological apparatus. As Rudolph Tanai, a prò- 
‘fessor of neurology at Harvard University, 
says in “Decoding Darkness: The Search for 
the Genetic Causes of Alzheimer’s Disease 
г the brain is “an electrical and chemical unie 
-verse wherein the wizardry of thinking and 
“remembering, consciously and uncon- 
sciously, depends on as many connecting 
neurons, or nerve cells, as there are stars in 
‘the Milky Way.” 
„Reading about the brain is both flatter- 
ing and depressing. Given what Mr Tanzi 
tells us of its “quadrillion connections sup- 
ported by trillions: of nerve fibres”, its 
branching neurons, its ‘protoplasmic kisses" 
:: whereby a message “vaults across a sliver of 
` spacecalled a synaptic cleft and into theout- 
stretched arm of another neuron", surely we 
should be a race of demi-gods. As it is, we 
«chave to buy books like Cynthia Green's “To- 
tal Memory Workout: 8 Easy Steps to Maxi- 
|. mum Memory Fitness" in order to remem- 
: ber where we left the car keys. 
77 Of course, people have always forgotten 
` thecar keys (or where they left the horse). Ms 
` Green's book, as well as offering helpful 
| memory aids (minutes, lists, files), also sug- 









. DECODING Darkness: THE SEARCH 
^] FOR. THE GENETIC CAUSES OF ALZ- | 
OHEIMER's Disease. By Rudolph E. 
Tanzi and Ann B. Parson. Perseus Pub- 

lishing; 281 pages; $26 and. £15.95. 


TOTAL Memory WORKOUT: 8 EASY | 
Steps TO MAXIMUM MEMORY Fir- | 
ness. By Cynthia К. Green. Bantam | 
Doubleday Dell; 256 pages $2395. | 
:Piatkus Books; £14.99. | 
` THE VINTAGE BOOK OF AMNESIA: AN | 
ANTHOLOGY OF WRITING ON THE 
SUBJECT OF MEMORY Loss. Edited by 
“Jonathan Lethem. Vintage Books; 352 
pages; $14 — | 





d etas 
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BOOKS AND ARTS 


en memory fails 


gests. methods for training 
the memory itself which 
sound uncannily like 
those described in. "The 
Art of Memory" (1966), 
Frances Yates's classic his- 
tory of ancient, medieval 
and Renaissance memory 
systems. Take step five, 
where Ms Green suggests: 
associating the thing tobe 
remembered with a clear 






picture unusual or exaggerated or silly —one 






dard Latin treatise on rhetoric written in the 


memory-boosting images omamented with 
crowns, or stained with mud or blood, or 
rendered comic in some way. 

But no imagery can save you from amy- 
loid plaques and neurofibrillary tangles. Ac- 
cording to Mr Tanzi, plaques in particular are 
the “litter” and “rubble” that strew the neu- 
ronic galaxies of the brain. “Decoding Dark- 
ness” tells how he and others have been 
hunting for the genetic causes of this so- 
called “brain dirt”, a fearsome subject which 
he conveys with maximum fitness and pa- 
nache. Passages of autobiography and anec- 
dote enliven the hard science, but the book’s 
real drama is at a cellular level. This, on а 
scale of 60 trillionths of an inch wide, is 
where the chase is—up and down the corri- 
dors of chromosomes, in among the pro- 
teins, at the cutting edge of enzymes and at 
the spot where the cut goes wrong. So infec- 
tiousis hisenthusiasm that, like children ata 
pantomine, readers happily cheer or hiss at 
his peculiar sounding chemicals—especially 
his villain, A-beta: “а protease made a cut 
right through the middle of a-beta, look 
what it meant! A-beta gets broken in two— 
deactivated! trounced?” 

A-beta is a section of protein which, if 
cut free in its entirety from its parent protein, 
ends up in plaques. In Mr Tanzi's opinion, it 
isin its A-beta 42 form (nothing is simple) the 
Hannibal Lecter of the brain—an image that 
might itself have come from a memory 
handbook. It is also far enough "upstream" 


visual image. It helps, she says, to o hakê the i 


of the rules, almost word for word, in a stan- | 
‘veloped, and the signs are hopeful. Thi 
century before Christ, which recommends : 
















ient target for a cure. By the end ol 
tugs and even vaccines are being 






need to be. He estimates that there: 


-32m-14m Alzheimer’s sufferers worldw 








(more if you include the unrecognised an 
unreported cases), the numbers increasit 
with longevity. One of the best things abo 
“Decoding Darkness" is that it never lose 
selfin the chemistry. Headingeach chapter 
а paragraph алин the terrible progres 


_ the disease in а real family, and making the 


connection between the death of thecellan 
thedeathofthe self. | 
"Theappealing idea that your you-ness is 
bound up with: your memory ‘runs ц 
against the difficulty that memory isni 
able. As David Wilson puts it, what 
monly call memories include “confab 
tions, artificial constructions of our c 
design built round particles of retain 
perience, which we attempt to make. 
again by infusions of imagination" Mr 
son's piece is one of the contributions to J 
athan Lethem's anthology, “The: Vin 
Book of Amnesia”, where it stands alm 
an invitation to the playful, circular, 
sionally frightening stories that surround it 


The book of laughter and forgetting 
Whether through a bang on the head, ora fu- 
turistic brainwashing experiment, or some- 
thing inexplicable which opens a gap from 
one moment to the next, bere are characters 
all asking “Who am I?” The question is either 
the start of a detective hunt, as in Cornell | 
Woolrich's “The Black Curtain’; огап exis- 
tential enquiry, as. in Robert: Sheckley’s 
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BOOKS AND ARTS 


Philip Marlowe, meet Oliver Sacks 





HE Californian hero (or villain?) in 

Christopher Nolan's fiendish new 
thriller, “Memento”, suffers from short- 
term memory loss. As Leonard (Guy 
Pearce) tells us, he knows what happened 
before the rape and murder of his wife. 
But he can’t convert present experience 
into memory, which is a drawback when 
plotting his revenge. Most of us feel that a 
single path has led us to the 
present and that the future 
opens out with several pos- 
sibilities. Poor Leonard, by 
contrast, is always strug- 
gling to work out which of 
many possible paths have 
brought him to his “now”. 
And since he'll forget again 
ina few moments, he has to 
scribble it down, take a po- 
laroid or tattoo the in- 
formation on his body. Oh, 
and just in case that makes 
the story-telling too simple, 
Mr Nolan has told the en- 
tire story backwards. The 
film starts with the story's 
end. Viewers can be seen in 





"Warm". Sometimes the answer is to make 
yourself up, or more tricksily, that you've al- 
ready been made up, like a Pirandello char- 
acter. At other times, the conclusion is a se- 
mantic cul-de-sac. Russell Hoban's am- 
nesiac gets stuck at "What?", to which the 
reply is: “This is what. And what is this. This 
is what what is." Then again, the blank wall 
can turn momentarily into a window. There 
is a sense almost of literary envy in Martin 
Amis's account of Mary's perceptual inno- 
cence in “Other People” or in the way Dennis 
Potter in “Ticket to Ride” describes his char- 
acter watching people eating: “Look at the 
prongs on the fork! What strange objects. 
What funny things todo.” 

But as Oliver Sacks’s books repeatedly 
demonstrate, fiction has to run hard to keep 
up with real funny things. Mr Lethem re- 
prints his piece “The Last Hippie”, an ex- 
traordinary and moving study of the inter- 
actions between memory, identity and 
music in a brain-damaged man for whom 
the present is the late 1960s. Though quite 
unable to absorb anything more recent, Greg 
F can nevertheless retain the post-1960s mu- 
sic of his favourite band, The Grateful 
Dead—"the music of the future", as he de- 
scribes it with serious appreciation. Respon- 
sive in conversation, guileless, humorous 
and charming, he could pass for an idiot sa- 
vant. As Greg's father bravely put it: “Frontal 
lobes—who needs 'em?" 





114 


cinema lobbies long after the credits have 
rolled, arguing about what really hap- 
pened. An ingenious website for “Me- 
mento”, otnemem.com, is a help in un- 
picking the riddle. But it’s probably more 
useful after you've seen the film, not be- 
fore (if you can still tell which is which). 
The film, now showing in Europe, is due to 





open early next year in America. 











Modern travel 


Be grateful 


THE Art OF TRAVEL (1872): Or, SHIFTS AND 
CONTRIVANCES AVAILABLE IN WILD COUN- 
TRIES. By Francis Galton. Phoenix Press; 382 
pages; $19.95 and £12.99. 

FLIGHT TO THE SUN: THE STORY OF THE 
HOLIDAY REVOLUTION. By Vladimir Raitz 
and Roger Bray. Continuum; 246 pages; 
$24.95 and £16.99 


yg Е YOU have health, a great craving for 
adventure, at least a moderate fortune, 
and can set your heart on a definite object, 
then—travel by all means" Thus wrote 
Francis Galton, one of those splendid fig- 
ures of Victorian Britain, in 
"The Art of Travel" which 
ran through eight editions 
in the second half of the 
19th century. A first cousin 
of Charles Darwin's, a keen 
amateur meteorologist 
who invented the term 
"anti-cyclone", a passion- 
ate promoter of eugenics (a 
term he also seems to have 
devised: he was lucky 
enough to live in an age 
when maps still had blank 
spaces and young men like 





him could inherit enough money to explore 
them. 

His book was written to guide them. Its 
attractive philosophy is that travel should 
be an experience, not a quest, to be enjoyed 
rather than endured. He urged patience: an 
expedition was more likely to fail if the 
traveller hurried or pushed forward 
thoughtlessly. Instead, he counselled: “1п- 
terest yourself chiefly in the progress of 
your journey and do not look forward to its 
end with eagerness." 

His instructions for dealing with Afri- 
cans are generally humane, though not (as 
the introduction delicately puts it) some- 
thing “which commends itself to modern 
thinking". African women "were made for 
labour: one of them can carry or haul as 
much as two men can do." He is more en- 
dearing when lapsing into elaborate in- 
structions for making a sleeping bag (a nov- 
elty apparently devised by French customs 
officials) or for finding one's way when lost 
(an exercise that involves algebraic formu- 
lae and complex diagrams). 

There is nothing like reading Galton's 
advice on “Revolting food that may save 
the lives of starving men" (vide "Dead ani- 
mals, to find”) to put the horrors of modern 
British charter travel into perspective. 
Which brings in “Flight to the Sun”, a rather 
unsatisfactory amalgam of two books in 
that the authors write alternate chapters. 
Vladimir Raitz is the swashbuckling Rus- 
sian immigrant who founded Horizon 
Holidays by coaxing the Ministry of Civil 
Aviation to allow cheap flights to Corsica 
(on condition, to pacify the state airline, 
that he carried only students and teachers). 
Grainy photographs show his original cli- 
ents posing in the lee of their aircraft in 
tweed jackets and long woollen slacks. 

The passion for cheap holidays, says Mr 
Raitzs co-author, Roger Bray, was first 
aroused on the eve of the second world war 
when parliament passed an act which gave 
a week's paid annual leave to all Britain's 
industrial workers. Billy Butlin, ап inge- 
nious South African, launched a pair of 
holiday camps in Skegness and Clacton- 
on-Sea under the slogan, *A week's holiday 
for a week's wage.” 

To go abroad, though, meant waiting 
for post-war restrictions to 
end. By 1959, one in eight 
British holidays was being 
spent abroad. When Court 
Line collapsed in 1974, tak- 
ing Horizon and two other 
holiday firms with it, more 
than 40,000 British tourists 
were abroad at the time. In- 
deed, going bust has been 
as predictable a feature of 
Britain's charter travel mar- 
ket as sunburn, sex, cheap 
wine and revolting food. 

> п 





THE ECONOMIST NOVEMBER 25TH 2000 


New English fiction 


Looking for Eden 


ENGLISH PASSENGERS. By Matthew Kneale. 
Doubleday; 462 pages; $25. Hamish Hamil- 
ton; £15.99 


ATTHEW KNEALE'S “English Passen- 

gers” is big, brave, and brilliant. The 
tale of a farcically ill-fated expedition from 
England to locate the original Garden of 
Eden in Tasmania, Mr Kneale's historical 
novel brings the religious and colonial 
antagonisms of the Darwinian age to life, 
and British readers may relish a return to a 
time when they were so dominant as to be 
widely disliked. Despite 20 different voices, 
the author never slackens the taut narrative 
thread weaving between the good ship Sin- 
cerity (lined with untaxed brandy and to- 
bacco), brutal Australian prison camps, and 
Tasmania itself, whose aboriginal popula- 
tion is dwindling to extinction. As Tasma- 
nia's natives languish in forced settlements 
where density and European contagions 
like tuberculosis hasten their demise, Chris- 
tian missionaries bent on the primitives’ 
biblical salvation make the expression “kill- 
ing with kindness” discomfitingly literal. 
Irony is writ into the fabric of Mr Kneale’s 
novel, for the prospect of locating paradise 
on this of all islands seems a sick joke. 

Mr Kneale's characters are at once de- 
lightfully over the top and credible for their 
era. The book's most winning narrator, 
Captain Kewley of the Sincerity, is an affa- 
ble crook, his language animated with 
snatches of Manx dialect like "scrissag" and 
“cretchy”. The expedition’s pious instigator, 
Reverend Wilson, propounds theological 
theories to defy the heresies of modern sci- 
ence. To doubters of Genesis claiming that 
the earth could never have cooled in six 
days from a molten state, “My reply was 
that the earth had indeed cooled at great 
speed, being made possible by a process I 
termed Divine Refrigeration.” 

Yet the “scientific” theories promoted 
by Potter, a geologist, are no more impres- 
sive. Potter collects “specimens” of the 
races, gruesome body parts to prove the 
Saxon’s superiority. Meanwhile he labours 
on a treatise that Mr Kneale has modelled 
on a precursor of “Mein Kampf” that was 
published in 1850 and became an English 
bestseller. A dastardly villain, Potter sports 
a brand of racism so extravagantly self- 
serving that it goes beyond evil to comedy. 

Rigorously researched and seven years 
in the writing, “English Passengers” is edify- 
ing but never dull. Inexorable tragedy vies 
on each page with Mr Kneale's sense of hu- 
mour. Substantial, compelling, and unim- 
peachably well written, it is a fine and 
classically satisfying novel. 
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A great bow stretches across the 
Loire at Orléans. Santiago Cala- 
trava’s dazzling new bridge was 
opened by France’s prime minister 
on November 20th. Mr Calatrava, 
who studied engineering in his na- 
tive Spain has, at 49, won fame as 
one of the world's topmost bridge 
designers. In the tradition of Freys- 
sinet, Maillart and McCullough, he 
applies engineering rigour to create 
spans of sculptural beauty. A show 
of his work is at the Palazzo Strozzi 
in Florence until January 7th. 





American foreign policy 


Mettle fatigue 


6 NIGHTMARES: REAL THREATS IN A DAN- 
GEROUS WORLD AND HOW AMERICA CAN 
МЕЕТ THEM. By Anthony Lake. Little, Brown; 
336 pages; $27.95 


FTER three years as chief national secu- 
rity man in the White House, Anthony 
Lake was nominated by President Clinton 
to be head of the Central Intelligence 
Agency. Three months of senatorial nit- 
picking were enough for him; in March 
1997, he withdrew his nomination, turned 
his back on the executive branch and rode 
into the sunset (to a holiday in Florida, to be 
precise). Since then he has been teaching at 
Georgetown University, lecturing and col- 
lecting his thoughts on the organisation of 
American foreign policy. 

One feature of this unusual book—a 
work of policy analysis by a professional 
policy analyst—is that Mr Lake opens each 
of his six "nightmare" chapters with an 
imagined scene set in the near future and 
designed to illustrate the danger he wants 
to expound. This insinuates an element of 
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melodrama, as the author doubtless in- 
tends. Is that useful in such a work? What 
he is trying to do is to alert the reader to 
dangers other than those in the immediate 
foreground. First come the obvious ones: 
biological terror attacks, disruption by 
ccmputer crime and vulnerability to anon- 
ymous assaults like the recent one on the 
American naval ship, uss Cole, at Aden. Be- 
yond these Mr Lake sees more subtle dan- 
gers of entanglement and debility. 

He sees, for the most part, clearly. What 
worries him deserves to be worried about. 
What to do about any of it is a different 
matter. Mr Lake spent three years or- 
ganising for President Clinton the proce- 
dures by which the foreign and defence 
policies of a great power are evolved and 
put into execution: what causes a working 
group to be brought together, a committee 
formed or recalled to life, when and how 
demands may or may not be made on the 
priceless time of the president. He knows 
all that. People in his position, and for that 
matter, people like his chief, cannot be out 
in the fresh air scanning the horizon for hy- 
pothetical contingencies when they have to 
be down in the engine room seeing that the 
squeaky wheel gets the grease. 

The book appears, therefore, to fall in 
between a philosophical disquisition and a 
working manual. Governments as they are 
constituted are not at all likely to tackle the 
problems, the mountain of work, that Mr 
Lake indicates is necessary. So, what then? 
Certainly a start can be made in exchanging 
ideas and promoting tolerance with other 
nations, so that at least the unnecessary 
creation of no-go territories where dangers 
to the world can be housed or cultured or 
perfected will not be fostered. 

Mr Lake’s sixth nightmare is Washing- 
tcn itself. It is here that the gap between the 
real and the desirable agitates him most. He 
tells of a senator who had suffered a snub 
from the White House and took his revenge 
on Mr Lake, whom he had never met, by 
blocking his appointment to head the cıa; 
and of a House majority leader who said he 
had once set foot in Europe and saw no 
need to go there again; and of the four Re- 
publicans in Congress with primary juris- 
diction over foreign policy and national se- 
curity who are all over 80. 

In such a setting it was not possible for 
the president to clear the path for Mr Lake's 
nomination. That is not soeasy to put right. 
Managing Congress is indeed a difficult 
art—as Mr Clinton's successor will dis- 
cover. It gets no easier and does not look 
like getting any easier for some years to 
come. Mr Lake may blame this fact on stu- 
pidity or ill will; such faults do exist. In the 
presidential election the country has, how- 
ever, just seen demonstrated how central is 
its political division. The political class is 
having its mettle tested. 
سه‎ 
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A North Korean memoir 


Out of a hidden palace 


Two new books, one personal, one political (see box), let daylight into the 


*hermit kingdom" of North Korea 


HEN Sung Hae Rang, a 65-year-old 
North Korean grandmother, defected 
in Geneva one freezing February day in 1996, 
she carried with her nothing but her medi- 
cines, a worn copy of Chekhov short stories 
and her diary. Ms Sung needed little else to 
remind her of the years she had lived in what 
she calls “the compound"—the palace in 
Pyongyang occupied by Kim Jong Il, North 
Korea's “Dear Leader". “There was nothing 
left for me in North Korea," she says firmly. 
Nothing but her story and her memories. 
Earlier this year, long before the recent 
rapprochement between the two Koreas, Ms 
Sung published her recollections of all the 
South Koreans she knew who had lived in 
the North since the country was divided by 
the Korean war. Originally South Korean 
herself, Ms Sung comes from one of the ит 
families split by the war, most of them 
northemers who fled south believing their 
families would be allowed to follow them. 


N THE weeks following the historic 

meeting last June between North Korea's 
Kim Jong Il and South Korea's Kim Dae 
Jung, the northem Mr Kim was trans- 
formed from the cognac-swilling playboy- 
terrorist of South Korean propaganda into 
the wise international statesman of North 
Korean propaganda. This book was com- 
pleted before that meeting took place; 
nonetheless, it gives a balanced picture of 
the man. He emerges as the cunning leader 
of a failed state, who alternates sudden 
threats and equally sudden fits of di- 
plomacy in a desperate, yet so far remark- 
ably successful, attempt to keep his ene- 
mies off-balance and himself and his 
regime in power. 

Itis hard tocapture the essence of what 
the authors, one a defence analyst, the 
othera social psychologist, succinctly call a 
country “with a past but no future". When 
the socialist camp existed, they point out, 
North Korea was as independent as Yugo- 
slavia, as closed as Albania, as harsh a dic- 
tatorship as Romania's and as loyal to so- 
cialism as Castro's Cuba. To this collection 
of accumulated (mostly) flaws, North Ko- 
rea's leaders—just two of them in 50 years, 
father and son—have added their own: a 
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Her book, "Sosik Ul Junhapnida" (*The 
news from the north”; Jisik Nara, Seoul; 252 
pages; 7,000 won), which was published in 
South Korea earlier this year, includes 
pocket biographies of about 300 southerners 
who went north. Among these is Jung Geun, 
North Korea's first nuclear scientist and the 
architect of its nuclear programme. 

The South Korean government did not 
comment on the book, but Ms Sung still gets 
calls from people who say they had no idea 
until itcame out whether their relatives were 
alive or dead. Emboldened, Ms Sung is now 
preparing to publish a second book—her 
own life story. "Deung Namu Jip” (“The wis- 
teria house”; Jisik Nara, Seoul; 650 pages) 
comes out next month in South Korea and 
Japan. Four chapters have been translated 
into English, and Ms Sung hopes it will soon 
come out in other languages. 

Ms Sung restricts her portrait of Mr Kim 
to that of paterfamilias, in part because she 





Futureless but unbudgable 


NORTH KOREA: THROUGH THE LOOKING GLAss. By Kongdan Oh and Ralph C. Hassig. 
Brookings Institution Press; 256 pages; $39.95 and £28.75 


perverse philosophy of self-reliance 
(juche) that led the economy from the ru- 
diments of Stalinist industrialisation back- 
wards to feudalism, and a personality cult, 
rooted in a twisted dynastic tradition, that 
has proclaimed the current Kim capable of 
affecting glorious victories from the battle- 
field to the golf course, while his people 





у= 
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fears for her safety—she and her daughter 
are believed to be the only members of his 
family to have defected from the hermit 
kingdom and survived. According to Ms 
Sung, Mr Kim watches videos with his chil- 
dren and admonishes the cleverer ones to 
study hard, adding, somewhat surprisingly: 
“If you do well, I can send you to Oxford or 
Cambridge or wherever". The fact that Ms 
Sung has known him well for more than 30 
years makes you read between the lines, and 
the picture that emerges from the book is of a 
lonely, unhappy and unpredictable man 
driven to obsessive secrecy and fits of rage. 
Ms Sung named her book after the wisteria- 
clad home her grandfather rented on the 
outskirts of Seoul before the second world 
war. And her portrayal of her own family, 
whose wanderings and separations so 
closely mirror Korea's past century, is just as 
important, in many ways, as her snapshot 
picture of Mr Kim. 

Ms Sung was born in a Seoul suburb, 
Gyeh Dong, in 1935. Both of her parents were 
involved in politics. When the Korean war 
started in 1950, they were among the few 
southern families who chose to move to 
Pyongyang, following the army on foot 
across the 38th parallel, where Ms Sung's 
mother was to become a prominent journal- 


sank into poverty and famine. 

Feeling threatened from without and 
within, the northem Kims have con- 
structed an Orwellian system of social 
controls, and have kept pouring at least a 
quarter of a constantly shrinking сор into 
their 1m-strong army. Not surprisingly, 
theironly saleable exports are missiles and, 
potentially, weapons of mass destruction. 

The problem for outsiders is what todo 
about this. What the book lacks is not a 
convincing analysis of the problem, but a 
convincing solution. North Korea is too 
dangerous to ignore. Similarly, a hermit 
kingdom with a penchant for terrorising 
the neighbourhood is hard to contain se- 
curely. Meanwhile, buying out North Ko- 
rea's missile programme, like its nuclear 
programme, will not work: at best North 
Korea will rent out a little restraint for a 
while. And engagement, the preferred pol- 
icy for now of South Korea, is deemed too 
feeble, since the regime will block any of 
the sorts of people-to-people contacts that 
could demonstrate to North Koreans just 
how badly their leaders have failed them. 

Instead, the authors argue for a sort of 
super-engagement that forces open North 
Korea with a variety of contacts that would 
use the truth to sweep away the regime. 
That is fine as far as it goes, but does not 
show how to get around the problem—the 
central thesis of their own book—that Kim 
Jong Il shows no inclination so to engage 
and thus connive in his own downfall. 
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ist. Heavily industrialised North Korea 
was a force to be reckoned with in the 
1950s. The south was rural and poor, its 
future economic expansion barely imag- 
inable. But communist politics would af- 
fect more than the North's economic 
growth. 

Like many among the North Korean 
elite, Ms Sung was sent off to school in 
China when the war broke out. She speaks 
Korean, Japanese, Chinese and Russian. In 
1953 Ms Sung returned to Pyongyang, where 
she studied mathematics and then married 
a scientist working for the military. The 
cause of juche (self-reliance), so precious to 
Kim Il Sung, Kim Jong 115 father and the 
country's dictator until his death in 1994, 
took up nearly all their time. 

Ms Sung's beautiful sister Sung Hae Rim 
became an actress and married young. In 
1969 she was introduced to Kim Jong Il, then 
already a film buff who ran North Korea's 
only film studio. He persuaded her to aban- 
don her husband and young daughter and 
live as his mistress. The birth in 1971 of Kim 
Jung Nam, their son and, by Confucian tra- 
dition, Mr Kim's heir, changed everything. 

Mr Kim insisted that mother and child 
move “into the compound”. Ms Sung (pic- 
tured above with her mother and her chil- 
dren), whose husband by then had been 
killed in an accident, moved in with them. 
With her was her son, who was immediately 
sentaway to a Korean military academy, her 
daughter, who was to be young Kim's only 
playmate, and her mother, who was pre- 
pared to give up a journalistic career to care 
for her family in an atmosphere of tyranny 
and feudalism. The move ensured the family 
was cared for and educated, in Moscow and 
Geneva, but they lived as virtual prisoners, 
with minders reporting their every move 
back to Mr Kim. 

The only exception was Ms Sung's son, Li 
Il Nam, who left his military academy in 1982 
tojoin his mother who was then living in Ge- 
neva. Within two weeks he had disappeared. 
Ms Sung has always maintained he was kid- 
napped, though in an interview with The 
Economist she said that just before he disap- 
peared he had called the South Korean em- 
bassy saying he wanted to visit America. 
Flown to Seoul, Mr Li underwent facial sur- 
gery and was given a new identity. Thirteen 
years later, he called his mother at her flat in 
Moscow. He was shot a short time after- 
wards; many western analysts believe the 
killing was the work of the North Koreans. 

Mr Kim’s mistress was never formally 
admitted to the family. In 1974, Mr Kim’s fa- 
ther forced him to marry the daughter of a 
high-ranking military official. Mr Kim also 
fathered a number of other children with at 
least three additional mistresses. As Sung 
Hae Rim’s star began to wane, she spent an 
increasing amount of time in clinics in Mos- 
cow and Geneva seeking treatment for her 
mental illness. Meanwhile Mr Kim’s son, 
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Kim Jung Nam, grew frightened of his father 
and rebellious at the continual confinement. 
He began drinking heavily. Mr Kim became 
much stricter with the family, isolating them 
in a villa outside Pyongyang. Ms Sung be- 
lieves Mr Kim's anger and disappointment 
at his son may have been among the factors 





New novels from France 
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that turned him against her sister. 

In 1994, Ms Sung's daughter, Li Nam Ok, 
wrote to Mr Kim saying she wanted to study 
abroad. She asked him not to punish her 
mother, and also to take care of his son. “You 
are the only thing Jung Nam has,” she wrote. 
"He lives for you." Mr Kim did not reply, 
though neither did he cancel her North Ko- 
rean passport. Ms Li went first to Moscow 
and then to Western Europe. Two years later, 
Ms Sung answered a call in a phone box in 
Geneva. “А voice told me to take a tram to a 
certain stop, where I would see a man with a 
yellow bag. 1 followed him into an under- 
ground carpark, where a car suddenly ap- 
peared with its headlights full on.” The 
driver was Ms Sung's daughter. 

Mr Kim must know that Ms Sung is pre- 
paring to publish her memoirs, just as he 
must know where Ms Sung and her daughter 
are living. If he had wantec them silenced he 
could have arranged that already. That he 
has not done so may mean that he believes 
Ms Sung’s story will give mysterious North 
Korea a more human countenance. Either 
that, or he believes she is giving nothing 

away. 
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The young and the restless 


HILDHOOD is a great theme 

of modern French literature; 
four novels published in France 
this autumn explore it afresh from 
contrasting and unusual angles. 

In “Métaphysique des tubes”, 
Amélie Nothomb describes with a 
witty lightness the first three years in the 
life of a Belgian consul's baby in Japan. 
From the outset, baby Amélie knew where 
she would stand on the chessboard of life: 
she would be queen. She duly rules over 
her family and nannies with regal su- 
periority. Yet the discrepancy between her 
inner life and her actions is often amusing. 
Her first words, she decides, will be 
“Mummy” and “Daddy”, so as not to hurt 
her parents’ feelings. Her third word is 
“vacuum-cleaner”, in keeping with her fas- 
cination for tubes of all kinds, to which the 
book's title alludes: milk-spouting bottles, 
dust-eating nozzles, wide-mouthed carp. 
The fish in a local park fascinate and repel 
her in equal measure. She demands to see 





MÉTAPHYSIQUE DES TUBES. By Amélie 
Nothomb. Albin Michel; 171 pages; FFr89 


ALLAH N'EST PAS OBLIGE. By Ahmadou 
Kourouma. Seuil; 233 pages; FFri20 
INGRID CAVEN. By Jean-Jacques Schuhl. 
Gallimard; 302 pages; FFruo 

Maza. By Robert Solé. Seuil; 252 pages; 
FFri20 











them every day, but is horrified 
when her parents, with the best 
intentions, give her three carp for 
her birthday instead of the cuddly 
toy she had been hoping for. 

This sets her thinking. Is life, 
she wonders, always so fraught 
with misunderstanding? Added to the dis- 
covery that she is not, after all, everyone's 
queen (one Japanese servant hates her as 
much as her nanny, also Japanese, wor- 
snips her), this realisation brings her first 
three years of existence to a sobering close. 
And after that? “After that, nothing more 
happened,” she concludes. 

The orphaned young hero of Ahmadou 
Kourouma’s "Allah n'est pas obligé" sets off 
in search of an aunt who, he believes, is 
somewhere in Liberia. Along the way he is 
plunged into a horrific mélée of warring 
clans, whose troops consist largely of forc- 
ibly enrolled child-soldiers of roughly his 
own age. The first-person narrative deftly 
captures the mixture of horror, fascination 
and detachment with which a child views 
the world of grown-up folly. Mr Kourouma 
denounces the iniquity of adults who, in 
Africa as elsewhere, fight their wars by 
proxy, sending children to their death on 
the front line. 

A resilient, endearing lad, Birahima sur- 
vives this ordeal, and unexpectedly ac- 
quires an armful of dictionaries which help 
him to tell his story with a curious blend of 
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“wise French words” and exotic idioms; the 
resulting blend is delightful. Mr Kourouma's 
eloquent plea for the right of children to en- 
joy a peaceful childhood has been widely 
heard: in addition to the Renaudot prize, he 
has won the Goncourt des Lycéens, awarded 
by secondary-school pupils. 

In “Ingrid Caven”, Jean-Jacques Schuhl 
evokes the angst of young Germans who 
grew up after the second world war. Itis a fic- 
tionalised biography of the eponymous 
German actress and singer. Ingrid is haunted 
by the fact that she spent her childhood in 
the sheltered comfort of Nazi officials’ 
homes. A disaffected young woman, she 
hung out in Berlin and might have drifted 
into far-left terrorism. But she married 
Rainer Werner Fassbinder, a brilliant but 
self-destructive film maker. Eventually, rest- 
less Ingrid finds release of a kind in endless 
walks through urban landscapes. Children 
turn and stare as she experiments with new 
songs and vocal sounds that are attuned to 
“today’s ugliness, more beautiful than that 
beautiful dead past”. 


In spite of its German heroine and set- 
ting, Mr Schuhl's novel is very Parisian, with 
rather too much name-dropping and un- 


necessary, pedantic footnotes—though 
these blemishes did not prevent “Ingrid Ca- 
ven” from winning this year’s prestigious 
Goncourt prize. 

Robert Solé’s “Mazag”, meanwhile, is set 
in Paris, but is distinctly Mediterranean in 


















flavour. The hero is Basile Batrakani, a mys- 
terious Egyptian living in Paris who coaxes 
and intrigues his way through French soci- 
ety, obtaining everything he wants, from a 
building permit to the Légion d’Honneur 
toa table at the best restaurantin town— 
& though not for himself, but for others. Is 

Basile a crook or a saint? Perhaps he is 
neither, just an orphan who carries with 
him the picture of his handsome parents, 
killed in a car-crash near the pyramids 
when he was a boy, together with an 
abundance of good will which he show- 
ers on others. Basile prides himself 
on satisfying the whims of those 
who appeal to his generosity—until, 
thatis, an old politician turns to him for help: 
he wants to end his own life. 

This dilemma provides a fitting conclu- 
sion to the novel. For “Mazag” asa whole, like 
its central character, is at once sad and 
funny, humane and refreshingly unassum- 
ing. The reader is left with a wistful, or- 
phaned feeling at the end. 
ый ыы me or ET 








What the world is reading 


RENCH intellectuals have a nasty habit 

of dismissing American culture as 
crassly commercial, the predictable ex- 
pression of a société de consommation. In 
fact, the bestseller tables reveal that French 
and American readers have more in com- 
mon than the intellos might care to admit. 





The current fiction lists both contain a 
smattering of thrillers and romantic block- 
busters. The French list is perhaps the more 
diverse of the two, including one novel on 
contemporary social themes (“99 francs") 
and something a little experimental (*Mé- 
taphysique des tubes"). 


] 


The non-fiction lists, too, are closely 
comparable. Both contain a mixture of his- 
tory, biography and arts-related titles (Joe 
DiMaggio and Jackie o on the one hand, 
Pascal and a Robert Badinter on the other). 
It’s been 40 years since the Beatles burst on 
the scene, but the French and the Ameri- 
cans still can’t get enough of them, as the 
success of their enormous “Anthology” 
volume shows. 
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OBITUARY 


Hosea Williams 


ROM Rosa Parks, whose feet 

were tired, to Martin Luther 
King, who dreamed his dream, 
America’s civil-rights movement 
has its fair share of saints. But 
saints alone do not a revolution 
make. Hosea Williams reminded 
Americans that thugs, too, have a 
part to play. 

The description was his, and 
his thuggishness sprang directly 
from the privations of his life. He 
was born, in Attapulgus, Georgia, 
to a blind teenage girl who had 
run away from school when she 
discovered she was pregnant. His 
grandfather, who brought him 
up, was said to have murdered 
three men. After leaving home at 
14, Mr Williams worked for a time 
as a shill for a gambler in the cit- 
rus-picking camps in north Flor- 
ida. He might have remained un- 
known, but for a stint of war 
service that had a profound effect 
on him. 

He fought fearlessly in Ger- 
many; it was, he said, “a legal way 
to kill white people”. But when he 
returned to the South, it was to the 
same pervasive and brutal preju- 
dice he had left behind. Waiting 
one day at a bus station in Ameri- 
cus, Georgia, he tried to drink at 
the only water fountain and was 
so severely beaten that he almost 
died. He spent most of his time in 
hospital regretting that he had 
fought for “the wrong side". 

Nonetheless, he suppressed 
the fires of resentment for a time. He attended college, took a job as 
aresearch chemist for the federal Agriculture Department and be- 
came, in his own words, “ап upper-class negro", with the second- 
biggest black house in Savannah. So matters might have remained, 
until another tiny incident turned him into an activist. One day in 
1962, his children asked why they were not allowed to spin on the 
stools at the local lunch counter. Mr Williams could not bear to tell 
them that it was because they were black; the whole lunch coun- 
ter, not merely the stools, was out of bounds to them. 

The next year, he joined the troops of Martin Luther King. His 
official job was to be King's field director all through the South. His 
unofficial role in the civil-rights movement was to be the threaten- 
ing and unpredictable spokesman who would frighten whites 
into dealing, by preference, with the more respectable elements: 
the noble and non-violent King or the neat and mild-mannered 
Andrew Young, who later became the mayor of Atlanta. 

Where those men looked urbane, Mr Williams was bearded; 
he affected red shirts, overalls and berets. Mr Young recalls that, 
when he once agreed with Mr Williams on tactics, King rebuked 
him: “Your job is to take the other side so that I have enough room 
togodown the middle.” As Mr Williams described it, his job was to 

mobilise the poor blacks and “street people”, and to pack the jails 





paigner, died on November 16th, aged 74 


if necessary, while King or Jesse 
Jackson moved the middle 
classes and Mr Young softened up 
the “white powerstructure”. 

The division of power 
worked well. Mr Williams had a 
natural sympathy with the poor, 
and also believed in direct action 
to help them. To the end of his life 
he held holiday dinners for the 
homeless, at Thanksgiving and 
Christmas, at which thousands 
were fed. As late as last June, he 
was complaining that the settle- 
ment of a racial discrimination 
case at Coca-Cola, Atlanta’s big- 
gest employer, would not address 
“the concerns of the masses”. 

As the mobiliser, it was Mr 
Williams's job to organise such 
events as the march across the 
Edmund Pettus Bridge in Selma, 
Alabama, in March 1965. The 
marchers were violently dis- 
persed by police, and Mr Wil- 
liams's skull was fractured; but 
the images, widely seen on televi- 
sion, did much tochange opinion 
in America. The coming of legal 
equality, in that very year, did lit- 
tle to damp down Mr Williams's 
efforts, for he knew how little the 
Civil Rights Act had penetrated 
into the sinews of American life. 
In 1987, he led 30,000 protesters 
into all-white Forsyth County, 
north of Atlanta. where the Ku 
Klux Klan stoned him. Those who 
went with him thought he would 
get them all killed. 

Non-violence never came naturally. He was recklessly activist 
(“creatively maladjusted”, King called it), and though he dabbled 
in representative politics, serving in the Georgia state legislature 
and on the Atlanta City Council, he was too much of a firebrand to 
fit easily into off-street politics. He preferred rousing the rabble, 
holding jailhouse fasts, cr marching. Elected officials, he believed, 
simply ignored the poor. Working with any sort of “power struc- 
ture”, black or white—and the city of Atlanta’s was heavily black 
from the 1970s onwards—was painful for him. His proud motto 
was “neither bossed nor bought”. A stint as executive director of 
the Southern Christian Leadership Conference ended in a court 
order to eject him, and he never managed, though he tried, to be- 
come mayor of Atlanta. 

The number of his arrests, 130 or so, was something of a record. 
Yet not all his brushes with the law were in the cause of racial jus- 
tice. He was twice arrested for trying tocarry agun on toan aircraft, 
and was often charged with traffic violations for being drunk or 
asleep at the wheel. It was all of a piece with his refusal to turn back 
when bigots in Forsyth County pelted him with bottles, and with 
his insistence on drinking from a fountain when he needed to. Mr 
Williams was not interested in emollience or compromise. Instead, 
he was aman consumed by fire; but fire is what revolutions need. 
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New challenges. New capabilities. 
IESE’s Global Executive MBA 


Today's complex and rapidly evolving world economy demands new management 
capabilities. With a Global Executive MBA from IESE Business School you can gain 
those skills while continuing your career. Designed and developed for today's leading 
managers, you will work in Europe, the US and Asia. You will learn from an 
experienced faculty and from professionals from around the world. You will discover 
new approaches to problem solving, leading-edge business concepts and new ways 
of working with people. You will benefit from innovative interactive technology for 
distance learning. And because the program is designed around your job, you'll 
continue to add value to your company while applying what you learn, as you learn it. 


You'll gain. And so will your company. It's an easy decision. 


The program 


15 month part-time modular program beginning .in.June-2001s 
Five 12-day residential.sessions in Barcelona and two in Silicon Valley and Shanghai. 
On-line learning and communication between residential modules. 


ore information, contact: 


ilobal Executive MBA 
IESE Business Sehool 


ul | FSE globalemba @ л 00 


Business School tel. (434) 93 253 6444 
fax (434) 93 253 4343 www.iese.edu 


IESE - University of Navarra 
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INSEAD 


FONTAINEBLEAU 
SInGapPorRe 





HOW DO YOU TRANSLATE POTENTIAL INTO PERFORMANCE? 


THE YOUNG MANAGERS PROGRAMME 























74 26 JANUARY 2001 What a global manager needs 


IN FONTAINEBLEAU E Throughout the procramme you explore every aspect 


27 May - 15 JUNE 2001 of management — with particular emphasis оп the global 
IN FONTAINEBLEAU perspective. Corporate strategy, marketing, organisational 
Module 1: behaviour, operations management, information technology 
24 JUNE - 6 JULY 2001 (among others) form pert of the curriculum. Besides being 
LEFT BETA e AT o E taught by a distinguished and experienced international 
faculty group, you have a unique opportunity to work 
Module 2: and exchange ideas anc experience with participants from 
19 - 25 AUGUST 2001 | other cultures, businesses and functions. Representatives 
IN FONTAINEBLEAU from around thirty countries attended our most recent pro- 
gramme. 


YOU’VE PROVEN YOURSELF TO SENIOR MAN- А 2 t - 
AGEMENT. NOW YOU'RE MOVING UP TO A ША сотриќег simulation The Manufacturing and Service 


HIGHER LEVEL. THIS PROGRAMME COULD Challenge’ has been specially developed for this programme. 
PROVE TO BE EXACTLY WHAT YOU NEED. Together with a strong emphasis on case study discussions, 


group work, projects and lectures, this makes the experience 
8 In three intensive weeks (in a consecutive or modular stimulating, practical and highly enjoyable. 


format), you broaden your business perspective 

and discover the criteria essential to solving more complex з , А 
and demanding problems. You develop understanding Like to know more? Repiy now for your complimentary 
and skills in areas you are not yet familiar with – but need brochure, or visit our web site at 

to be. You learn how to integrate the various functions, WWW.INSEAD.EDU 

and the subtle art of managing relationships and leading 


groups and individuals. 

















PLEASE FAX OR MAIL THIS COUPON TO JANET BURDILLAT, INSEAD, BOULEVARD DE CONSTANCE, 77305 FONTAINEBLEAU CEDEX, FRANCE, 
TEL 33 (D)! 60 72 42 90, Fax 33 (0)1 60 74 55 13, E-MAIL EXEC.INFO@INSEAD.FR, HTTPY/WWW.INSEAD.EOU 

Li 1 WOULD LIKE TO RESERVE A PLACE ON THE YOUNG MANAGERS PROGRAMME. DATES 

LI PLEASE SEND ME A BROCHURE ON THE YOUNG MANAGERS PROGRAMME L1 BY MAIL Г] BY E-MAIL 

Г] PLEASE SEND ME INSEAD'S EXECUTIVE EDUCATION GENERAL BROCHURE 


[surname Mr/Mrs/Dr 
First Name ] Job Title 


Company Name & Address 





nur ЛД 


























YMPOO ЕСО Žž 


ze 
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COURSES 




















е) 
Twelve intensive months for а profound 


understanding of marketing and finance. 
That's the Master of International 
Economics and Management at Milan's 
Bocconi School of Management. It's a 
highly successful interdisci-plinary course | 
offering key specialisations in 
International Finance and Industry 
Analysis and Marketing. Just some of the 
reasons why MIEM attracts students 
from 30 countries all over the world. So, 
if you too want to fly higher, download 
our brochure and application form. 


Come to our next MIEM information 
sessions held in the following cities: 
Bangkok, Delhi, Hong Kong, Jakarta, 

Manila, Oslo, Seoul, Shanghai, Singapore. 
Stockholm, Sydney, Taipei, Tokyo. 
Find out more about dates and location 
on our website 


MIEM 


Master of 
International Economics 
and Management 


International Finance 
Industry Analysis and Marketing 


SDA BOCCONI 


Веч University School of Management 





Templeton College| University of Oxford 


‘Be the change you are trying to create 


Gandhi 


The Oxford Strategic Leadership Programme 


20 – 25 May 2001 | 11 - 16 November 2001 


Oxford has for generations prepared the world's 
leaders to harness change to the advantage of 
their corporations, their nations and the wider 
world. Leading edge thinking, traditional Oxford 
tutoring, different perspectives from executive 
guest speakers, discussion with a stimulating 
international peer group... The Oxford Strategic 
Leadership Programme both deepens your 
understanding of leadership, and challenges you 
to identify and implement the leadership strategy 
most effective for your individual situation. 


Name 


For further information, please visit 
www.templeton.ox.ac.uk /leadership, 
or return to: 

Dorothy Cooke 

Templeton College, 

University of Oxford, 

Oxford OX1 5NY, 

England 

Tel «44 (0)1865 422776 

Fax +44 (0)1865 422501 

Email leadership@templeton.oxford.ac.uk 


Job title 


Company 





Address 


Tel 
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Templeton College | University of Oxford 
www.templeton.ox.ac.uk/leadership 





Zip/ Postcode 


Email 
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otrengthen your financial skills. 


Financial Seminar for Unless you are from a specialist background, it is unlikely that you will have он the financial knowledge 
Senior Managers | and skills now demanded of senior managers. : 

You may find that you need to make strategic decisions using accounting information, measure custome | 
An intensive one-week | profitability or identify the key components of shareholder value. The Financial Seminar for Senior Managers will | 
finance programme for | equip you with a sound knowledge of financial principles which you can put into immediate and practical и 

non-financial managers at After the programme, you will be able to decode published financial statements, complete financial analys 

London Business School. | carry out project appraisals and valuations, set financial objectives and use financial analysis to project fut 
company profit and cash flow. In other words, you will acquire a thorough understanding of accounting ar 


11 - 16 February 2001 | corporate finance. 
27 May - 1 June 2001 These days a senior management position usually means financial responsibil lity. After this programme, y 


will be ready to take it on. 
16 - 21 September 2001 
Regent's Park 
11-16 November 2001 London NWI1 45А UK 


Contact: Adam Norsworthy oe London 


Tel: +44 (0) 20 7706 6836 | 
Fax: +44 (0) 20 7724 6051 Business 


Loridon Business School 





EXE C UTIVE _ exists to advance learning s шш 


апа research in email: execinfo@london.edu 


E | | EDUC ATION business and management 


FS0002 www.london. edu/execed | 


London 


: | AY, City Univer sity The University for business | 
| | А Business School and the professions l 


Мс in Trade, Transport and Finance "Open the door to an 
` MSc in Shipping, Trade and Finance international business caree 


If you are talented, ambitious and diligent; we will provide the 
«knowledge and skills for a successful international. business 
career. Over 1,000 graduates from more than 75 countries pursue 
high-flying careers in sectors as diverse as banking, finance, 
shipping, stockbroking, transport, trade and many more. 


` But success is not easy. Our 14-month full-time courses are 
intensive and demand your total commitment. You will be taught 
by our own academic staff, many with international reputations, 
and also by high calibre practitioners from the City of London. 


Call us for more information and a prospectus on: 
+44 (0)20 7477 8606 
Email: stf@city.ac.uk 
www.business.city.ac.uk/stf 
Our next information sessions: 
2 February 2001 
2 March 2001 
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Amsterdam 
Institute of Finance 


In cooperation with the faculty of 


INSEAD 


Financial Risk Management 
(January 29 — February 2) 


In increasingly volatile markets, financial risk management is an 
absolute necessity to compete globally. Financial price risk may 
determine a company's very survival. This one-week course 
presents both analytical and practical methods to manage 
foreign exchange and interest rate risk. 


Measuring and Implementing 


Economic Value Added 
(February 12 — 14) 


This course is designed for anyone interested in shareholder 
value and performance metrics, including corporate managers 
and management consultants. It provides the tools to measure 
performance, see where value is created or destroyed, and 
design value-driven incentive schemes for employees. 


For information, please visit our Web site or contact us directly. 


AIF - Р.О, Box 59536, 1040 LA Amst 
telephone: *31-20-5200160 - fa 


e-mail: in 


am, The Netherlands 
+34-20-5200161 
f.nl - internet: www.aif.nl 














MSc Banking and International Finance 









EQUIS and AMBA acerediteil: 






A transnational 
boost to your future 


Our one-year, English-language MBA in Paris is ranked among the most 
international in the world. Key features include; 


* 55 experienced participants from 25 countries. 

* cutting-edge Faculty from 15 countries. 

* seminars in Berlin, Brussels, Madrid and Silicon Valley. 

* а client-sponsored international consultancy project. 

* transnational focus with emphasis on entrepreneurship 
and innovation. 

* graduate careers in top positions globally. 


You will develop multicultural mindsets and business skills for a world 
without boundaries. 


Next Session - ‚ January 2001. 
www.escp-eap.net 
mba @escp-eap.net 


Britta Delhay 
+ 33 1 44 09 33 32 


ESCP- EAP 








MSc Finance, Economics and Econometrics 


Are you aiming to establish a career in investment banking, securities 
trading, commercial banking or international finance? These MSc 
degrees have been specifically designed, in collaboration with 
practitioners, to provide the intellectual and technical foundation you 
will need to achieve your ambitions. Our MSc in Banking and 
International Finance offers a broad coverage of analytical techniques 
applied in today's banking and financial markets. The MSc in 
Finance, Economics anc: Econometrics provides a rigorous exposure 
to modern techniques in quantitative analysis and economics 
relevant to the analysis of financial markets. 


Whilst each- course has its-own focus.they also have common 
components offering a wide range of possible specialisations ranging 
from advanced derivatives Through Tin banking to emerging markets. 


| City lv University 
Business School 
s pondon 
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The University for business and the professions 


We are located in the heart of the City of London and both courses are 
taught by academic staff of international renown with wide experience 
as well as contributions from established practitioners in the City. 


Scholarships available for well qualified applicants. 
For additional information and an application package: 


*44 (0)20 7477 8611 


E-mail: c.o.abdul-obitayo@city.ac.uk 
www.business.city.ac.uk/postgrad/mscbif.html 
Information Session: 5 December 2000 from 4.30pm 
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Masters їп Finance 


London Business School's specialist Masters in Finance 
programme is taught by the School's internationally 
renowned faculty and is designed for individuals whose 
careers require an in-depth knowledge of finance. 

The programme is rigorous, practical and career- 
orientated. It can be completed in ten months of full- 
time study or in two years of part-time (mainly evening) 
attendance at the school. To find out more, come to an 
information session: 


PARIS - Monday 27 November, 6.30 pm 
Hotel Le Bristol, 112 Rue du Faubourg, Saint Honoré 


GENEVA - Tuesday 28 November, 6.30 pm 
“Hotel Des Bergues, 33 Quai Des Bergues 


BOSTON - Wednesday 29 November, 7.00 pm 
The Charles Hotel, Harvard Square, One Bennett Street 


LONDON - Tuesday 12 December, 6.15 pm 
London Business School, Sussex Place, London NW1 4SA 


OSLO ~ Wednesday 10 January 2001, 6.00 pm 
Hotel Continental, Stortingsgaten 24/26 


STOCKHOLM - Thursday 11 January 2001, 6.30 pm 
Grand Hotel, S.Blasieholmshamnen 8 


LONDON - Tuesday 16 January 2001, 6.15 pm 
London Business School, Sussex Place, London NW1 45А 


AMSTERDAM - Monday 22 January 2001, 6.30 pm 
The Grand Sofitel Demeure, Oudezijds Voorburgwal 197 


FRANKFURT - Tuesday 23 January 2001, 6.30 pm 
Steigenberger Frankfurter Hof, Am Kaiserplatz 


ZURICH - Thursday 25 January 2001, 6.30 pm 
Baur Au Lac, Talstrasse 1 


LONDON - Monday 5 February 2001, 6.15 pm 
London Business School, Sussex Place, London NW1 45А 


Visit our website, www.london.edu to see our full list of forthcoming 
worldwide information sessions, 


information about our MBA and Sloan Masters will also be available 
at all sessions. 


Sussex Place 

Regent's Park 

London NWI 45А 

Tel: +44 (0)20 7706 6840 
Fax: +44 (0)20 7723 1788 


London 
Business 
email: mifinfo@london.edu School 

www.london.edu 1 


London Business School exists to advance learning and research in business and management 
EC24/11/00 
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IV ILLINOIS | 


1867 UNIVERSITY OF ILLINOIS AT URBANA. CHAMPAIGN: 






































COLLEGE OF COMMERCE | q 


ADMINISTRATION | 


International Master of 
Science Programs 


& BUSINESS 




















TERNATIONAL MARK 

PROGRAMMES. 
ONLINE | 
Develop your International Marketing skills 
with maximum flexibility of study: 












Study individual modules, tailored programmes, or a Master 
of Science degree in International Marketing. Online 
The University of Strathclyde 's top-ranked Department of Marketing 







offers state-of-the-art, interactive, accessible and flexible International 


Marketing programmes through online delivery, 







BUT WHY TAKE OUR WORD FOR IT? VISIT QUR 
WEB SITE AND SEEWHAT OUR ALUMNI SAY: 
http://mscim.strath.ac.uk/econ.htm 














Ui OF 
TRATHICLYDE 
University of Strathclyde, Department of Marketing, 
173 Cathedral Street, Glasgow G4 ORQ. UK. 
Tel: 0141-348۰4590 Fax: 0141-552 2802 E-mail: mscimGstrath.ac.uk. | 








KIEL INSTITUTE | 
OF WORLD ECONOMICS 





Advanced Studies 
in International Economic Policy Research 
August 1, 2001 - May 31, 2002 


concentrated courses on important areas of international economics 


profound training of skills in economic analysis, methods of empirical 
Téscarch and economie policy evaluation: 









designed: Tor economists holding a university degree who are interested in 
à ith international organisations, domestic policy and- academic 
institutions, international corporations ete. 









| Lecturers; 
|. Macroeconomics in Open Economies Holger Wolf (Washington) 
The Economics of Employment Dennis. Snower (London) 


International Trade Peter Neary (Dublin) 





Economic Growth and Development o Ricardo Hausmann (Harvard) 
Stefan. Mitthik (Кер 
Andre Sapir (Brussels) 


Guido Tabellini tMilam 


Empirical Methods. in Finance: 
European Economic Integration: 
Political Económy i Open Economics 


Electronic Commerce: Policy Issues Catherine Mann (Washington) 


For detailed information write to: 
E Advanced Studies 24100 Kiel» Germany 
emet info hripi/www unt-kieldefifw/ 













BS., MS. Һр. Мапу леб, Мо Classes... 
NO COST evaluation! Send resume. 


FINANCE - 


“apply now 
or. fal 3 7000}: 


34@centuryaniversiy edu 
1 


University of Essex 
Lectureship in Economics 


Department of Economics 


Applications are invited for the post of Lecturer in Economies from 

1st September 2001 to teach and research іп any area of applied or ` 
theoretical economics. Candidates should have completed, or be near 
completion of, а PhD, Appointment to this permanent post will be on the 
Lecturer A scale (£18,731 - £23,256 per annum) or the Lecturer B scale 
(£24,227 - £30,967 per annum). 


Closing date: Monday 10th January 2001. 


SOCIAL PROTECTION SECTOR 
(әл ЖА 
М y 
Cio) 


In order to up-date its roster of Experts and consultants, 
the ILO (International Labour Organization) is seeking 
for potential candidates with qualifications and practical 
experience in the following areas: 


- actuarial evaluation and management of social 
security systems; 


- micro-insurance; 
- protection and integration of migrant workers; 


- conditions of work, including protection of 
workers in hazardous conditions and 


+ the impact of HIV/AIDS in the world of work. 


Please send applications to the following address: 


Mrs SHAAME Eyshe 
Social Protection Sector 
International Labour Organization 

7:4, Route:des Morillons 
1211 Geneva 22, Switzerland 
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6400 UPTOWN BLVD НЕ, SUITE 9EW; 
энн. ALBUO,, NM 87311008A. 
























The Executive MB 


educates managers from all over the world 
taught in 8 intensive modules each lasting ford dayê 
or by evening study 

/ERSITY entry points in January, April, June and ® Se tember 
flexible ~ a minimum of two modul 


OF B IR MINGHAM Birmingham faculty teach in the UK and 


‘Developing global: 
fer a changing wor 
THE Full time MBA programmes: 
MBA International Business 
BIRM INGHAM MBA International Banking and Finance. 
S The European MBA with ESC ар 


H TE P fw ww, binm, ac.uk/ pusini. 


CYPRUS INTERNATIONAL INSTITUTE OF 
MANAGEMENT 
The International Business School In Cyprus E i 
ASSISTANT PROFESSORS Promar CEAS International, leading consultants in policy and economic 
: К E T vat РН) . analysis and forecasting for oth public and private clients in the agri-food 
The Cyprus International Institute of Management (CHM) an innovative international sector, are seeking a Managing Consultant to join our team either in Brusse 
iness school in the Eastern Mediterranean, is expanding its research and teaching or at our Wye, Kent (UK) office. Key qualifications sought include: i 
ров us ү applications for Assistant Professor positions in one or more of * Minimum five years consultancy-or industry experience 
e following areas: of : ; NN : 
* Quantitative Methods/Market Research € Marketing Management/Strategy T Ability, ii COURIC ideas effectively А SEPIO level EA и 
+ Competitive Analysis/Strategy * Leadership & Organizational Behavior * Capacity to contribute to and develop delivery of new business packag 
ж Corporate Finance/Banking * Entrepreneurship and Innovation Language skills and knowledge of the sector would be desirable. Competitive 
* International Finance * International Business & Trade package on offer for suitable candidate. 
+. Managerial and Financial Accounting — € Service Management Please send СМ to Mr C, Caspari 
SIT and Electronic Commerce * Business Law and Ethics Promar CEAS International, 
Qualifications: Ph.D. in one of the above fields, ability to publish research in imperial College at Wye, Wye, Ashford, Kent. TN25 5AH. 
refereed journals, and superb teaching skills. Responsibilities: Teach in the MBA and 
‘Executive Programmes; initiate, supervise and publish research in refereed journals. 
F Compensation: Sig £20,000 - £25,000 p.a. depending on qualifications and 
experience, plus benefits. Three year appointment; renewal depending on 
performance. Send CV, three iode and publications” sample by 12/12/00 to 
| Search Com. CHM, P.O. Box 20378, 2151 Nicosia, Cyprus. 
Tel: 4357.2-330052 7 Pax: +39752. 3312 1, e-mail: citm ciim ac.cy 


e 


SE S IDENT} 2 Department of Economics 


Professor and Lecturer 
in Macroeconomics 


Applications are invited for a Professorship and a Lectureship in the 
Department of Economics from candidates with а research and 
t to continue its. twen- EN teaching interest in Macroeconomics. Candidates for the senior. 

j position should have an international research reputation. 


f both France and the Salary for the Professorship will be in the Professorial range, : 
fion of leaders and кюн. minimum £37,493 p.a., and for the Lectureship on the Lecturer 
Grade B scale: £24,227 - £30,967 p.a. 


Informal enquiries to Professor Michael Waterson, Chair, 
Department of Economics (tel: 024 7652 3427; 
and policy issues. For more information, p e-mail:michael. waterson@warwick.ac.uk). 


.frenchamerican, i Puerum | To apply, please see below. 

For Professorship Ref No: 16/2A/00/ECO 

For Lectureship Ref No: 16/3A/00/ECO 

Application forms and further particulars can be obtained from tbe 
Personnel Office, University of Warwick, Coventry CV4 7AL 


(tel: 024 7652 3627; e-mail: recruitQadmin. warwick.ac.uk) and from 
jobs.ac.uk/jobfiles/AC943.btml Please quote appropriate reference. 


Closing date for applications is 15 December 2000. 
UNIVERSITY OF 


WARWICK 


“THE ECONOMIST NOVEMBER 25TH 2000 127 : 























128 





The European Agency for Reconstruction. with: its Headquarters in 

Thessaloniki is an implementing body for reconstruction: programmes funded 

by the European Union. The activities. of the Agency ate expected to be 

extended soon to the whole of the Federal Republic of Yugoslavia. 

We are therefore looking for experts (Temporary Agents), who 

must have the citizenship of one of the Member States of the European 
Union, 

ЇЗ аге fluent in written and spoken English, 

C) preferably have some experience in working in the Balkans and/or post- 
conflict or transition situations, 

and to whom we offer an 18-month contract (with the possibility of 

renewal) and a competitive salary: 


1) EXPERT IN ENERGY SECTOR MANAGEMENT (Ref, No: BEL 001) 


Tasks: The expert in energy sector. utility. management. will work. in our 
Operations Division in Belgrade. S/he will provide professional advice to the 
Agency on this key part of the substantial EC assistance package for Serbia. 
S/he will also be responsible for all the main phases of project design and 
implementation in this field, but will also be required to work frequently as part 
of a wider multidisciplinary team. 


эрер tasks will include: 

Assessing needs and designing projects in this sector 

Drawing up terms of reference and tender specifications 

Participating in technical and financial evaluations of tenders 

Progress chasing and trouble shooting during project implementation 
(including field visits апа inspections) 

Drafting reports and commenting on consultants’ reports 

Maintaining a dialogue with the authorities, benficiaries and other donors 
active in this field. 


очаз 


ad 


Job Profile: see general introduction. Furthermore, applicants need to be 
team players who are able to work quickly against often tight time constraints. 
They will also need to be flexible and prepared to work in sometimes difficult 
conditions. 


Other specific requirements are: 

O University degree or higher education certificate in: economics, 
management or engineering 

7) Minimum.of five years experience in management in public utilities, 
preferably in the power sector 

(21 A proven track record in project management 

7) Knowledge of Serbo-Croat would be an advantage 

Knowledge of procurement rules. and procedures (knowledge of EC rules 
would be an advantage). 


2) ENERGY EXPERT IN POWER STATIONS (Ref. No: BEL. 002) 


Tasks: The expert, with particular experience in power stations, will work.in 
our Operations Division in Belgrade. S/he will provide professional advice to 
the Agency on this key part of the substantial EC assistance. package for 
Serbia. S/he will also be responsible for all the main phases of project design 
and implementation in this field, but will. also be required to work frequently as 
part of a wider multidisciplinary team. 


Specific tasks will include: ў 

Assessing needs and designing вов: in this sector 

Drawing up terms of reference and tender Specifications - 

Participating in technical and financial evaluations of tenders 

Progress chasing апа trouble shooting. during project implementation 
(including field visits and inspections) 

Drafting reports and commenting on-consultants’ reports 

Maintaining.a dialogue with the authorities, benficiaries and other donors 
active in this field. 


аапа 


ad 


Job Profile: see- general introduction: Furthermore, applicants need to be team 


: players who are able to work quickly against often tight time constraints. They will 


also need! to be flexible and prepared fo Wok in Sometimes difficut conditions. 


EUROPEAN AGENCY FOR RECONSTRUCTION - 


ag аппа 


Other specific requirements are: | 
{1 University degree or higher education certificate in electrical mechanic: 
engineering : 


п: Minimum of five years experience in the power industry 


Cr Proven track record in project management (experience of power static 
rehabilitation would be a significant advantage) 

C. Knowledge of Serbo-Croat would be an advantage 

Cr: Knowledge of procurement rules and procedures (knowledge of EC rule 
would Бе an advantage). 


3) INFRASTRUCTURE EXPERT (Ref. No: BEL 003) 


Tasks: The infrastructure expert, with particular. experience in transport, W 


work. in. our Operations Division: in Belgrade. S/he will provide profession 


advice to the Agency on this part of the substantial EC assistance package f 
Serbia. S/he will also be responsible for all the main phases of project desic 
and implementation in this field and within a multidisciplinary team. 


Specific tasks will include: 

Assessing needs and designing projects in this Sector 

Drawing up terms of reference and tender specifications 
Participating in technical and financial evaluations of tenders 
Progress chasing and.trouble shooting during project implementation 
(including field visits and inspections) 

Drafting reports and commenting on consultants' reports 

Maintaining a dialogue with the authorities, beneficiaries and other 
donors active in this field. 


паста 


Qû 


Job Profile: see general introduction. Furthermore, applicants need to t 
team players who are able to work quickly against often tight time constrain 


‚апа under sometimes difficult. conditions. 


Other specific requirements are: 

University degree or higher education certificate in engineering, ` 
transport studies or other related discipline. 

Minimum of five years relevant work experience, which should include 

work on the rehabilitation of transport facilities and networks 

Proven track record in project management 

Knowledge of Serbo-Croat would be an advantage 

Knowledge of procurement rules and procedures (knowledge of ЕС. гис 

would be an advantage). 


aaa 


4) WATER AND ENVIRONMENT EXPERT (Ref. No: BEL 004) 


Tasks: The expert will work in our Operations Division in Belgrade. S/he м 
provide professional advice to the-Agency on this part of the. substantial E 
assistance package for Serbia, be responsible for all the main phases 
project design and implementation in this field and also give advice on tl 
environmental impact of projects and programmes in other sectors. 


5 Specific tasks will include: 


Assessing needs and designing projects in this sector 

Drawing up terms of reference and tender specifications 
Participating in technical and financial evaluations of tenders 
Progress chasing and trouble shooting during project implementation 
(including field. visits and inspections) 

Drafting reports and commenting on- consultants’ reports 

Maintaining a dialogue with the authorities, beneficiaries and other 
donors active in this field. 


Job Profile: see general introduction.. Fürthermore, applicants. need to ! 
team players who are able to work quickly against often tight time constrain 
and under sometimes difficult conditions. 


Other specific requirements аге: 

University degree or higher education certificate in water engineering, 
environmental studies or. other related subjects. 

O Minimum of five years relevant work experience 
Proven track record in project management 

CO: Knowledge of Serbo-Croat would be an advantage : 
Knowledge-of procurement rules and procedures. (knowledge of EC 
tules would be an advantage). 
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ENTERPRISE DEVELOPMENT EXPERT (Ref. No: BEL 005) 








ks: The: expert in enterprise. development will work in our Operations 
ision in Belgr de ln will provide professional advice to the Agency on 










ecilic tasks will include: 
"Assessing needs and designing projects in this sector 
_ Drawing up terms of reference and tender specifications 
«Participating in technical and financial evaluations of tenders 
Progress chasing and trouble shooting during project implementation 
: (including field visits and inspections) 

Drafting reports and commenting on consultants' reports 
‘Maintaining a dialogue with the authorities, beneficiaries and other 
-donors active in this field. 


i Profile: see general introduction. Furthermore, applicants need to be 
m players who are able to work quickly against often tight time constraints. 
зу will also need to be flexible and prepared to work іп sometimes difficult 
ditions. 


ler specific requirements are: 

‘University degree or higher education certificate in economics, 
‘business administration (e.g. MBA) or other related subjects 
Minimum of five years relevant work experience, particularly in SME 
development, micro credit schemes and restructuring of formerly state 
or socially owned enterprises. 

; Proven track record in project management 

‘Knowledge of Serbo-Croat would be an advantage 

` Knowledge of procurement rules and procedures (knowledge of EC 

` rules would be an advantage). 


ECONOMIST (Ref. No: BEL 006) 





The expert should be a micro-economist with some macro-economic 
jund. S/he will work in our Operations Division in Belgrade and will 
vide professional advice to the Agency on this aspect of the substantial EC 
istance package for Serbia: S/he will also: be. responsible for project 
зоп and implementation in this field and will be required:to work as part of 
ег multidisciplinary. team, providing advice on the potential economic 
of projects and programmes across а wide e ranga of sectors, 







fic 1 tasks will include: 
: Assessing needs and designing projects in n this Sector 
` Drawing up terms of reference and tender specifications 
‘Participating in technical and financial evaluations of tenders 
Progress chasing and trouble shooting during project implementation 
“(including field visits and inspections). 

Drafting reports and commenting on ‘consultants’ reports 
| Maintaining а dialogue with the authorities, beneficiaries and-other 
: donors. 


| Profile: see general introduction. Furthermore, applicants need to be 
m players who are able to work quickly against often tight time constraints. 
зу will also need to be flexible and prepared to work in sometimes difficult 
ditions. 


ier specific requirements are: 

_ University degree in economics or management 
: Minimum of ten years relevant work experience, which should include 
at least three years experience of transition economies and experience 
їп economic analysis of country programmes 

-A proven track record in project management 

Knowledge of Serbo-Croat would be an advantage 

‘Knowledge of procurement rules and procedures (knowledge of EC rules 

would be an advantage). 


PROJECT MONITOR (Ref No: BEL 007) 


ks: We are looking for a suitable candidate to join the Monitoring Unit 


.O) Helping to identify the criteria and key; areas of need for reconstruction 



































working in our Operations Division in Belgrade. . S/he will: monitor. the 
implementation of projects managed by the Agency under te EC's 
assistance package for Serbia. S/he will also be responsible for signalling 
early warning of potential problems to allow adjustments to be ‘made. with 
minimal disruption and will be required to work as part Ud 
multidisciplinary team. : 


Specific tasks will include: 
Keeping track of project progress through exami 
visits 
O Assessing project progress and implementation 
C) Identifying the links between project objective 
C) Recommending improvement/reinforcement t 
problems already encountered are included in 
procedures. . 
© Participation in committees evaluating the technic and fin 
components of tenders - - : 
O Reviewing project terms of reference, scope ot works, finar À 
proposals, etc 
CO Reviewing of strategy papers with particular attention to cross. cutting 
issues. 
C) Producing reports across the spectrum from field visits to final closure. 


a 


Job Profile: see general introduction. Furthermore, applicants need to be. 
team players who are- able to work quickly against often tight time constraints... 
They will also need to be flexible and prepared to work in sometimes difficult 
conditions. 


Other specific requirements are: 

Preferably university educated 

C) Minimum of five years experience in overseas project management 

particularly in public utilities: 

€) Knowledge of Sérbo-Croat would be an advantage: i 

C) Knowledge of procurement rules and procedures бооно, ЕС 
rules would be an advantage). | 


a 





8 49) TWO PROGRAMME DIVISION POSTS (Ret. No: BEL 008 and PRI e) 





Tasks: We are looking for two: experts to work ini our Programming and С‹ 
ordination Division. One will be. based in our office in Pristina and the оће 
in Belgrade.. They. will help to the 

programmes for the. very substantial packa 

for Kosovo and Serbia respectively. that ihe Agency i be pisc eni 0 
behalf of the EC. They: wil also be d for co-ordination with: one 
donors on the ground. 





Specific tasks will include: 


and transition assistance iri Kosovo and Serbia’ ‘respectively. 
Discussions with officials of the beneficiary authorities and other donors 
Assisting in the drafting of strategy papers e 
Setting programming guidelines for sector specific task. managers. 
Assisting task managers in drafting programme proposals, including. 
advice/assistance on the use of realistic benchmarking, risk analysis, 
log frames, etc. ; 
C) Editorial responsibility for the overall shape and content of programme | 
proposals ; 
C) Liaising with officials in the European Commission on the presentation © 
of the programme proposals and their passage through the Various 
approval procedures М 
O Regular contact with other major donors and with representatives on 
EU Member States ^ : 
5O Drafting frequent and varied reports. and briefi ing notes. 


Job Profile: see general introduction. Furthermore, applicants must have’ 
experience of planning. and managing multi-sector international assistance: : · 
programmes. They should be able to think laterally and have an ability to = 
prioritise and identify comparative advantages. 


Applicants need to be team players with good interpersonal and negotiating 
skills. It is also important that they are able to work quickly against tight time: = 
constraints and be very adaptable and flexible in their approach. They will 
also need to be prepared to work in sometimes difficult conditions. 





S Applications including а detailed Curriculum Vitae and indicating the respective reference number should be sent by e-mail only and in English only to cligas & yahoo.com m 
The Agency: sa an саш opportunity employer and encourages applications from women. Applicants will be short-listed on the basis of their CVs and these will be invited for an interview. 
Deadline for the submission of applications: 01 December 2000. °° 


THE ECONOMIST NOVEMBER, 25TH 2000 





APPOINTMENTS 





ECONOMIST/STATISTICIAN DEPUTY OFFICE DIRECTOR 


ECONOMIC RESTRUCTURING AND ENERGY OFFICE 


The Economist newspaper’s Research department is The U.S, Agency for International Development (USAID) 


looking for an economist/statistician with some is seeking candidates for a deputy office director (GS-15) 
‘augue’ for the economic restructuring and energy office to be 


experience. The work includes general research for 


Ў А 4 Ў based in Yerevan, Armenia. Applicants must be US 
journalists, the preparation and clear presentation of U.S. AGENCY FOR citizens, have a university degree and preferably an 
a wide variety of data for charts and tables as well REGIME. advanced graduate degree from US in related fields such 
as fact-checking. as business, economics, law, or public administration. 


The deputy office director will assume the responsibility for the core 


A graduate with a strong economics/maths management of day-to day activities of the office, program support and 
back groun d you will be numera te, hi ghly computer coordination, team leadership for various strategic objectives of the office, 
5 


i А К supervision and staff development activities. 

literate and be interested in and knowledgeable Candidates must have at least 15 years of relevant experience, and successful 
about current affairs, particularly business, finance track record іп project/program management and supervision of multi- 
and economics. disciplinary teams and personnel. Recent project or program work experience in 
Eastern Europe or in the Former Soviet Union is desirable, The ability to 
communicate in Armenian or Russian would be an advantage. 


You must also be able to perform under pressure, be 

à good team worker and be willing to work flexible This position wil! be contracted under a personal services contract for two years 

hours. with option to extend. Salary will be negotiated upon salary history not to 
exceed $100,897, with other benefits such as housing and 25% post differential 

Please apply in writing with full CV to the Head of provided. A security clearance will be required. 

Research at the address below by December 8th 2000. 


See more details for this announcement at http://www.usaid. gov, 


А БИЗ ic SF 17 2612 vid Lockhart, Executiv 
AL The Economist Newspaper interested applicant should send SF 171 or OF 612 to David Lockhart, Exec utive 
The Officer, USAID/Armenia, Department of State, 7020 Yerevan PL. Washington, 


INNIS 25 St James’s Street D.C. 20521-7020; or by e-mail to: dlockhart@usaid.gov or by FAX to: айп, David 
London SWIA IHG Lockhart 374-1-151-131. Submissions must be received at USAID/Armenia by 
СОВ January 5, 2001 referring to Solicitation No. 111-1100-005. 


Faststream CA 
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ECONOMICS GRADUATES FOR THE DIPLOMATIC SERVICE 


Сөйги 
Oee 


graduated in economics, join an organisation that lets you make an individual contribution straight away. In the Diplomatic 
Service, you'll be able to use your skills to the full - and as soon as you join, you'll be dealing: with the issues that rea Hy matter. 


| Reporting to ministers and senior officials, you'll enjoy a uniquely challenging and varied workload, in an environment where no two 
days are ever the same, Whether you're analysing the economic benefits that peace would bring to the Middle East, or working out 
how e-commerce could help Russia's economy, you'll provide the kind of top-fevel information foreign policies get based on. 


After your first two years in London ~ where you'll work on global economic policy or EU issues ~ you'll spend at least three years 
abroad, covering economic developmerits in a major G7 or EU Economy or in an emerging market like Brazil. After this, the direction 
that you take will be up-to you. But whatever you choose, you'll probably spend ир to half your-career overseas = so you can rest 


assured you'll continue to'be involved in key international issues. 


You'll need to be a British citizen, with.a minimum of a second-class honours degree in economics. if you've taken a joint or mixed 
degree, economics must have counted for at least half of your course. Excellent interpersonal skills are of course essential, and you 
must be the kind of person who thrives on responsibility and constantly-evolving priorities, 


For further details and an application form (to be returned by 5 January 2001), write to Capita RAS, Innovation Court, New Street, 


Basingstoke, Hampshire RG21 7JB or telephone 01325 745539 (24 hours) or fax 01256 383785. Email: 


Please quote reference A/O1/11 7/DSE/E. 


lpoul@rasnet.co.uk 


in representing Britain, the FCO aims to reflect the diversity of British society. Women, members of minarity ethnic groups and disabled people are 
currently under represented. Applications from these groups are therefore particularly welcomed. 


Fast stream uis 


ELO 
Ej 9/9, is 


‘CAPITA RAS 


DFID 


International development is about more than just aid = in this 
case it's about helping Montserrat to achieve the full potential 
of its taxation income. 


PAG 


Department for 
International 
Development 


The comptroller of inland Revenue is supported by a small, 
young and enthusiastic team. We are now looking to strengthen 
their expertise. Your overall responsibility is to advise the 
Government on income and company tax policy, as well as 
helping to prepare tax revenue estimates for the country. It's 
about advising and supporting the team, as well as taking a 
strategic view by recommending action - across assessment, 
collection and enforcement. This forward-looking approach 
also includes succession planning and training. 


To help Montserrat address the future of tax administration, you 
must have at least five years' experience in tax assessment, 
collection or enforcement. Of course, you have sound 
experience of advising on taxation policy and administration - 


MONTSERRAT 


with a background in forecasting taxation revenue, Sound 
negotiation, team working and communication skills are vital = 
preferably gained in a political environment - as is training 
expertise. 


The appointment is for a period of 18 months fixed term period 


and is subject to a probationary period of six months. The salary: 


will be £45,000 p.a. (UK taxable) with fare paid UK leave 
scheme. This also includes an element i in lieu of the employer s. 
share of superannuation. 

Candidates should either be nationals of Member States of the 
European Economic Area (EEA), Commonwealth citizens who 
have an established right of abode and the right to work in the 
United Kingdom or those granted refugee status as defined by 
the 1951 UN Convention on Refugees. 


Closing date: Friday 22 December 2000. 


Application forms can be obtained, quoting reference AH375/3/TE clearly on your envelope, from Department for 
International Development, Abercrombie House, Room AH375/3, Eaglesham Road, East Kilbride G75 8EA or telephone 
01355 843384 (answerphone) or e-mail: HROD3B1@dfid.gov.uk — http://www.díid.gov.uk 


The Department for International 
Development (DFID) is the UK’s 
government department responsible for 
promoting development and the reduction 
of poverty. DFID is committed to the 
internationally agreed target of halving the 
proportion of people living in extreme 
poverty by 2015. 


assistance 
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DFID works in partnership with 
governments, international and national 
non-governmental organisations, the 
private sector and institutions such as the 
World Bank, UN agencies and the 
European Commission. Most of our 
concentrated on the poorest 
countries in Asia and sub-Saharan Africa, 


but we also work in middle income 
countries, and in Central and Eastern 
Europe. 
DFID is committed to a рейсу of Equal 
ities and encourages 
rom members of the ethnic 
minorities. 
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Britain's leading и Overseas. | 


independent think- 







Research Fellowships at ODI 


. each of: 





* international Trade European trade policy ~ 


with ECDPM, Maastricht. 


* Forest Policy 
poverty.and governance. 


experience (5 yrs min), and outstanding writing and communication skills. 
Academic salary scales, senior for the right people. 


Dept (Ref AB), ODI, 111 Westminster Bridge Road, London SEI 7JD. 
Fax +44 (0) 207 922 0399. E-Mail: nen MARE NE 

7 Closing date: 5 January 2001 

ODI is an equal opportunities employer 











industrial Promotion and Development Company of Bangladesh 
Limited (РОС) is the premier private-sector development finance 
institution in the country. IPDC's corporate character is reflected 
in its distinguished multinational team of shareholders, such as, 
Aga Khan Fund for Economic Development (AKFED) of 
Switzerland, Commonwealth Development Corporation (CDC! of 
the UK, German Investment and Development Company (DEG) of 
Germany, International Finance Corporation (TFC) of the World 
Bank Group and The Government of Bangladesh (GOB). Our 
presence, dating back to 1981, is setto gain a wider dimension 
and new meaning through introducing new products and more 
diversified asset base and clientele. 


For our expanding operations and implementing organizational 
change for aci eving. greater strategic goals, we are now looking 
+ for key Bangladeshi professionals either working within or outside 
the country who сап share our vision and keep pace with the. 
ji and. expansion targets we fave set for ourselves, 
These. аге career positions, ch provide excellent development 
and growth opportunities, Remuneration matches the best in the 
industry within the ennt EAS 
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tank on international | | Development 
development and } ё Institute 
humanitarian issues 






These exciting posts combine research, policy advice and public affairs, 
on key themes in international development. We are looking t6 appoint iri 








* Rural Policy resource management under. chronic 
political uncertainty, or globalisation and 
tural livelihoods, ог democratic 
decentralisation and livelihoods. 

* Poverty economics or governance or social. policy. 


joint appointment 


international processes, or conservation, or 






Details oñ our. web-site (www.odi.org.uk): for all these posts, we need a 
post-graduate degree, a cutting-edge research record, good international 







Further details and an application form can be obtained from the Personnel 


Charity, Reg. No, 228248 F 


Employer of choice in Bangladesh 








| INSEAD 





































four year programme. 



















Head of Business 


This is a senior.relationship manager 
role reporting directly to the Managing 
Director having full responsibility for 
developing the company’s business and 
looking after existing accounts with а 
clear objective of achieving targeted 
results. The incumbent should be a 
result oriented, aggressive marketing 
professional and а natural leader who: 
can motivate, lead and guide a high: 
calibre team.. Ideally, the candidate will 
have a minimum of 10 years relevant 
experience backed by an excellent track 
record in a reputed financial institution. 





с THE NOVARTIS CHAIR 
IN HEALTHCARE MANAGEMENT 


INSEAD is inviting applications and nominations for its NOVARTIS 
Chair in Healthcare Management. The school is seeking an 
outstanding academic with a strong record of published research in 
healthcare and close ties.to.a discipline (e.g. economics, operations 
management, marketing, organisational behaviour, or strategy). The 
chair holder will help develop the research and education activities 
that will position INSEAD at the leading edge of management 
thinking worldwide in this increasingly important area. 


INSEAD is a leading international business school, with à campus 
centrally located in Europe near Paris; France and with an Asian 
"campus in Singapore. The school has a full-time faculty of 135 
representing 25 nationalities, and attracts 700 MBAs and over 5000 
executives from all over the world to its two campuses. The Asian 
Campus in Singapore opened in September 1999 with the MBA and 
Executive Education Programmes. Faculty can opt to reside on either 
campus. The working language i is English. 


INSEAD offers.also a PhD programme with 52 students enrolled in a 


Applications and nominations shoüld include a curriculum vitae and 
the names and full addresses of at least three references. Applications, 
nominations, or requests for more information should be sent to: 


Professor Hubert Gatignon, Chairman of the Novartis Chair Search 
Committee, INSEAD, Boulevard de Constance, 
77305 Fontainebleau Cedex, France. 


INSEAD is a non-profit association and does not discriminate 
against race, religion, national өп юг gender. 





Head of Operations 


This key position is responsible for the 
company’s responsiveness to customer 
requirements and in protecting the 
company's assets and interests. 

As Operations is the backbone of the 
company's functioning, the candidate 
should be a seasoned professional with 
preferably 40 years sound practical 
experience in similar jobs in a leading 


~ reputed organization. You will be 
responsible for accounting, risk 


management, MIS, human resources 
and treasury. You should be able to 
demonstrate considerable leadership 
qualities’ and competence. to lead a high 
calibre team. The incumbent would 


a Tepon Vet n to the Managing Director. 


Applications, including a full CV. should be sent fo o the 4 attention iuf the Managing 
Director by e-mail or fax: E-mail: emalam@ipdebd. com or cmalam@ipdebd.org 


http://www. ipdsba.org 


Fax No: (880-2) 988 5529 Visit our website: http//www: ipdcbd. com and 
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| DO YOU FEEL LIKE YOUR CORPORATE 
` LADDER HAS RUN OUT OF RUNGS? 










an be the answer to your next jump on the ladder of 

esume. Broadcast International assists you in your 
ional search with. the personal contact necessary for success 
nish 24 hours a day, 365 days a year. Opportunity is only a 
| away at Tel: (619) 224-9257, Fax: (619) 224-9268 or E-mail: 





Resume Broadcast international 
P.O. Box 6930, San Diego, California 92166, USA. 
Tel: 619 224 9257, Fax: 619 224 9268 
Email: 102224.3306 @compuserve.com 





UNIVERSITY OF DUBLIN 
TRINITY COLLEGE 

















School of Business Studies 
Chair in International Business 


[Tr College, University of Dublin, invites applications for 
the. newly-established. Professorial..Chair in “International 
| Business. The Chair is located in the School of Business 
| Studies which is recognised for its unique e programmes, 

commitment to research-based teaching with an international 
| emphasis, шо. interrelationships with Irish and global 
. organisations in the public, private and voluntary sectors and 
a tutorially-oriented educational philosophy. 


Applicants should have an established record in the field of 
international business,.or in the international aspects of any of 
the main fields of business studies, or in comparative 
management. The primary criteria for choosing the successful 
candidate will be excellence in research as reflected in high- 
impact publications, potential for, and interest in, academic 
leadership, commitment to the ideal of the scholar-teacher and 
an active interest in the concerns of senior management. 


The position is tenable from 1 June 2001 or as soon as possible 
thereafter. 


The appointment will be made at the appropriate point on the 
professional salary scale, which for new entrants is currently 
| IR£53,144-IR£68,671 (€67,479-€87,194). Additional funding 
for research and postgraduate student support will be provided. 


Information about the University and the School and further 
particulars of the appointment may be obtained from: 


Michael Gleeson 
Secretary to the College 
West Theatre 
Trinity College 
Dublin 2 
| Telephone: 353 1 608 1722; Fax: 353 1 671 0037 
E-Mail: moya.thompson@tcd.ie 


to whom a formal application may be sent to arrive by the 
preferred closing date of 15 January 2001 


Further details regarding the School can be obtained at: 
http://www.tcd.ie/Business Studies 


| 


Trinity College is an equal opportunities employer 
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‹ 
О, within or ont of 


Asia / Europe / M.East / U.S.? Contact for Free Info & Critique 


www.careerpath 
Fax: 
USA/Canada +1202 4781698 
Europe +44 20 75048280 
Asia / M. East / Aus +56 2 2674688 


cpamerica@care 
cpeuropeG?careerpath 
cpasia(bkk loxinfo 


P R OLOG, a network of European-based consulting compani 


specialised in project evaluation with emphasis on transition from emergen 
relief to recovery and development, is seeking to expand its database of exper 
for upcoming short-term assignments on behalf of the EC, UN agencies and oth 
donors, Geographical areas include all major areas of natural and man-made crises. 


Areas of specialisation ~ Emergency and humanitarian assistance: | 
food and non-food aid, protection of réfügees and IDPs, health, nutrition, water 
and sanitation, rehübilitation, logistics; preparedness. К 


Areas of specialisation ~ Post-crisis recovery and LRRD: 
* Income generating projeets, urban/rural micro-economie analyses 
* Integration of social cases and EV Is, gender issues 
* Good governance and democracy, human rights. child rights 
* Risk management, de-niaing, demobilisation, environment 
* Macro-economic analyses of transition policies, institutional building 
* Links to ossential development sectors: transport, education, health, energy; d 
water supply, agriculture, reconstruction, SMEs, procurement 


Qualifications: 

Relevant degree/post. graduate; excellent analytical and synthetic skills; working: 
experience їй evaluation. af donors projects. Work as Team Leader boa ph 
Proven proficiency in report drafting. English language із а must, knowledge of. 
other wider communication languages (French, Portuguese. Russian, Spanis| 
highly desirable. 


Please send a CV, if possible in EU format to: database administrator, emia 
prolog.consult@euronet.be, or by fax: 432/2-779.95.33. 


CUT THE COST OF YOUR 
STAY IN LONDON. 
Comfortable self-contained serviced studio fi 
in Knightsbridge near Harrods, fully equipped 
kitcheri-dinette, bathroom, phone, satellite TA 


GIS Adviser required 


An experienced policy-oriented 
GIS expert is required to work 
with a group of political 
scientists, social scientists, and 
lawyers in order to translate 
policy issues into specific 
information requirements and www.keflats.demonico.uk 
workplans, while also providing 

assistance and expanding the 


services of an existing technical 4a a LON DON iu 


team devoted to GIS and — E Quitity serviced apartments offering best value ш 
m apping work Tor money. Our apartments offer great savings 
d compared to hotels. Fully serviced,’ private e 
a bathroom, kitchen, TV, telephone, central " 
heating. elevator. 
a Centrally located in Kensington area. п 


W Tourist Board Approved. 8 
Ashburn Garden Apartments е 

a 3 Ashburn Gardens n 

ш South Kensington, London SW? 4DG, UK n 


www.ashburngardens.co.uk 


Qualifications 


Broad understanding of mapping 
and GIS at the technical level and 
multi-disciplinary approach; 


Substantial experience in different 
sectors; Knowledge of data entry, 
quality assurance, and analysis 
routines; Managerial skills; Pro- 
active; Strategic thinker; Atleast 
five years experience at an 
advanced level of expertise; 
Languages: English, Arabic a plus. 


For further information, send and 
email attention GIS Adviser to 
mailbox@adamsmithinstituta.com 


Info@ashberngardens.co.uk 


Tel: ++44 207 370 2663 
Fax: ++44 207 370 6743 


i 


enquiries nd take 
efore sending money, 
incurring any expense or entering into а binding: 
commiltinent in relation to an advertisement, The 

Economist Newspaper Limited shall not be liuble: 

to any person for lows ar damage incurred or 
suffered аз a result of aisther accepting or offering. 

to decept an invieation contained in ay 

advertisement in the Economíst, 





| DOCUMENTATION/POLIC Y 7 PROFESSION | 


INTERNATIONAL SWAPS AND DERIVATIVES - 
ASSOCIATION (ISDA) 


££ NEGOTIABLE + BONUS 


| ISDA is the global trade association for participants in the privately negotiated 
derivatives and risk management industry, with over 500 member institutions 
around the world. We are currently recruiting a Documentation and Policy 
Professional for our London-based European office to liaise with ISDA members, 
develop policy initiatives and provide support on ISDA's standard deal 
documentation. Some travel will be involved. The successful candidate is likely to be 
university-educated in law, probably an English and German speaker, with excellent 
writing and presentational skills and attention to detail. Experience of ISDA 
:documentatiori and related issues will be an advantage. Applicants should submit а 
СУ and short writing sample in English, along with a cover letter to : 


Sajida Kosar 
ISDA 


Economics Education and Research Consortium (EERC) seeks а Program Director for 
the EERC MA Program in Economics in Kyiv, Ukraine. This is a 2-year assignment based 
dn Kyiv, beginning summer/fall 2001. The Program Director will be responsible for guiding 
overall EERC activities in Ukraine, and board, donor, and university relations. 
Minimum qualifications: Ph.D. in. Economics, fluent English, and record of excellence in 
teaching and research, Professional experience in the NIS, senior contacts in economics, 
proven team building ability, and: Ukrainian and/or Russian language strongly preferred. 
See wwweere.kievaa for more information. 
Applications will be accepted until the position is filled, with priority given to those received before December 22nd. 


Research Director 


The Economics Education and Research Consortium (EERC) seeks a director for the EERC 

Research Center in Kyiv, Ukraine, The Research Director will work closely with the MA 
program's faculty and staff, oversee and direct the center's research agenda, lead outreach 
‹ to Ukrainian universities, and may choose to pursue original research and/or teach in the 

MA program. 

Position requires. a Ph.D, in economics and residence in or frequent travel to Ukraine, Initial 

appointment will be for one or two years, beginning in summer 2001 

Applications will be accepted until the position is filled, with priority given to those received before December 22nd. 


Please send cover letter and resume to: 
Kent Lewis, Eurasia Foundation, 1350 Connecticut Avenue, 


NW Washington DC. 20036. 
Or forward materials to eere@eurasia.org. No phone calls please. 


BUSINESS & PERSONAL 


FINANCIAL 
PRIVACY 


(“FREE 


( omp: s world -wide 
Formation and administration of 
companies, opening of bank accounts 
teL./fax/mail forwarding service 
UNITED KINGDOM 

+ Нем 
LAVECO Ltd 
Clos de Saignie, Sark, 

United Kingdom, GY9 OSF 
Raymond Terry Gibson 
Tol: 0d4-1481-832-542 
Fax: +44-1481-832-116 


Fax: 436-1-217-44-14 
E-mail; hungary@laveco.com 
ROMANIA E 

Tel: +40-92-326-329 

Pax: +40-92-154-605 


| | Tel +36-1-217-96-81. 


CYPRUS 
Tel: 4357-4-636-919 
Fax: +357-4-€36-920 


| | E-mailt топат @ауесосонт 7 





* Offshore Banking Licenses - 
Ready Made Companies - 
Nominee Services 


* Confidential & Anonymous 
Banking - Offshore Credit 
Cards - International Mail Drops 


and MUCH MORE at 
www.reputablefirm.com 


Email: info@reputablefirm.com 


INTERNATIONAL 
PROPERTY 


SWITZERLAND 


a Lake Geneva & vont 
3 Non. 


52, Montbrillant, . CH-1211 GENEVA 2 


deb eut 27134 18 an Me 734 12 20 


Invitation for Bids (IFB) 
Mongolia 
Fiscal Technical Assistance Project 
Government Integrated Financial Management System 
Credit Nbr.: 3081 MOG 
Treasury Financial Management Information System (TFMIS) 
IFB Nbr.: FTA-11/2000 


This Invitation for Bids (IFB) follows the General Procurement Notice 
(GPN) for this project that appeared in Development Business, issue no. 
532 of 16 April 2000. 

The Ministry of Finance and Economy has received a credit from the 
International Development Association (IDA) toward the cost of the 
Fiscal Technical Assistance Project, and it intends to apply part of the 
proceeds of this credit to payments under the contract for an integrated 
financial management software package. 

The Ministry of Finance Economy now invites sealed bids from eligible 
Bidders for the provision and customization of a Government 
Integrated Financial Management software package including the 
following modules: Budget Preparation; Budget Modification; Budget 
Execution; Accounting/General Ledgers; Cash Management; Accounts 
Payable, and Accounts Receivable. Bids should also include a 
quotation for Fixed Assets and Cost Accounting modules, which might 
also be procured. Related services to be provided under this contract 
include: end-user and technical staff training; technical support; 
software updates; definition of hardware configurations required to run 
the software, and participation in testing such hardware upon delivery. 
The selected bidder will have to install the software at the Ministry of 
Finance and Economy in Ulaanbaatar and in five other pilot 
government units to be selected. There will be a phased installation of 
the software at other Ministries, provincial capitals, districts and its 
budget entities throughout Mongolia at the next stages. Offered 
software must be already in use by a government, state, province or 
municipality in any country. 

Bidding will be conducted through the International. Competitive 
Bidding (ICB) procedures specified in the World: Bank’s Guidelines: 
Procurement under IBRD Loans and IDA Credits, January 1995 
(revised January and August 1996, September 1997 and January 1999), 
and is open to all Bidders from eligible source countries as defined in 
the Guidelines. 

Interested eligible Bidders may obtain further information from and 
inspect the bidding documents starting on 27 November 2000 at the 
Ministry of Finance Economy at the address below from 1000 to 1600 
hours (Ulaanbaatar time). 

A complete set of Bidding Documents in English may be purchased by 
interested Bidders on the submission of a written application to the 
address below and upon payment of a nonrefundable fee of US$200 for 
one set.of bidding documents, which will be sent to the interested Bidder 
by courier. The fee may be paid by cashier's check at the same address 
or funds may be transferred to the following bank account: World Bank 
Fiscal TA Project Account; Trade and Development Bank of Mongolia, 
SWIFT CODE: TD BM MN UB; US dollar account: 21350260. 

Bids must be delivered to the address below by 1500 hours on 8 
January 2001. АП bids must be accompanied by a bid security of not 
less than two percent (2%) of the bid price or an equivalent amount in 
a freely convertible currency. Late bids will be rejected. Bids will be 
opened in the presence. of the Bidders’ representatives who choose to 
attend at the same address at 1500 hours. on 10 January 2001. 

The attention of prospective Bidders is drawn to (i) the fact that they will be 
required to certify in their bids that all software is either covered by a valid 
license or was produced by the Bidder, and (ii) that violations are considered 
fraud which is, among other remedies, punishable by potential blacklisting 
from participation in future World Bank-financed procurement. 


Ministry of Finance and Economy — World Bank Fiscal TA Project 
Ms. J. Uranbileg ~ Fiscal TA Coordinator 
Negdsen Undestnii street. 5/1, Government Building No. 2, Room No. 137 (b), 
Ulaarbaatar-210646, Mongolia 


Teleph: (976-11) 311957; Fax: (976-11) 311957 
(976-11) 311256; (976-11) 311256 
E-mail: fiscalta@magicnet.mn and: lmgjamba@magicnet.mn 
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The Welleome Trust 


Research Training Fellowships Through Master's Programmes 
in Demography, Population or Reproductive Health — 


As part of the Wellcome drüst's Population Studies initiative, nominations are — Value: Whilst undertaking their Master's training, Fellows will receive.a stipend 
invited for these Fellowships, which will offer one year's training at Master's level according to age, experience, and local costs of living. Support may be requested. 


in a centre of research excellence, followed by one year's support for a research х m ; : : ica 
project in the Fellows home country, Research projects in the following areas are for approved tuition fees, up to 4 iam of 12 months, which should cover al 


particularly encouraged: demography; epidemiology; health and the environment, 2% costs associated with the course. For the research project in the second year, 
health economics; improvement of reproductive health in adolescents and adults; Support may be requested for materials, consumables and (where appropriate] 
reproductive biology relevant to contraceptive ines and development; safe equipment and field assistance. 
motherhood, infant and child wellbeing: sexual health; social science. Trust jd desi 4 institutional overheats. 
Candidate Eligibility: Candidates should be residents of developing countries ™ А оет Md be m 
in Africa, Asia or Latin America, or the restructuring countries of central and The closing dates for receipt of applications are: Monday 12 March 2001 
eastern Europe, including the former Soviet Union. They should be educated (decisions will be notified in June 2001) and Monday 22 October 2001. 
at least to first degree level in a relevant subject, and hold a position with a (decisions will be notified in January 2002). Late and incomplete applications, S 
university or government department, or à non-governmental organisation With will not be considered. ; ; 

à remit to implement programmes in population and reproductive health. Nominations and requests for Aplication forms ‘ind ‘further information 3i a 
Nomination: Candidates must be sponsored by the centre where they wish to hould ; 
train, and their local employer, who should also guarantee that the candidate be sent to: The Grants Section (Population Studies), The Welicome Trust, SEM 
will be given sufficient time to pursue a research project during the second year 183 Euston Road, London NW1 2BE, UK. Tel: +44 (0:20 7611 7238/7284; — 
of the award. Each centre may nominate no more than three candidates. Fax: +44 (0)20 7611.7288. E-mail: population @welleome.ac.uk 
Direct applications from individuals will not Бе considered. Web site: www.well ac.ukiinternational ` 

Tenure: Awards will be offered for a maximum of two years’ duration. 
Exceptional Fellows may be offered the opportunity to extend their training NB: Applicants may not apply for more than one ‘Trust Fellowship scheme 
to PhD level, | at any one time. 



























































An CE CAI No, 210183, and ite mission is to 
promote and foster research with the aim of improving human and animal health 









UNIVERS JOHN F. KENNEDY 


SCHOOL OF GOVERNMENT 












Master Degree Programs 


The John F. Kennedy School of Government Two-year Master in Public Policy (MPP) 
Two-year Master in Public Policy/ Urban Penning (P/U 


at Harvard University is looking for Two-year Master in Public Administration (MPA/2) 


; ë 1 Two-year Master in Public Administration in. - 
future leaders in public affairs. entra Development (MPA/ID) 


One-year Mid-Career Master in Public Administration (MC/ TN 


Concentrations Available 


international Security and Political Economy; international Trade and Finance; Political Economy and 


: А Development; Environmental and Natural Resources; Science; Technolopy and Public Policy; Business. 
prepares leaders for public service. We offer and Government Policy and many others. : 

















The Kennedy School is a professional school that 










two-year master and one-year mid-career master Fellowships | 

Many full and partial fellowships are available for admitted students. A number of these include generous 

degree programs, doctoral programs, and executive living allowances. In addition to fellowships, the School offers a comprehensive need-based financial ай 
E | ‘ program that includes grants and low-interest leans. j 


education for public managers, in a setting where Note: The Kennedy School admits students from across the United States and around the world. Over 
40% of our current enrollment is international and represents 70 countries. 










world-wide leaders from government, business, А | 
For an application or further information, contact: 
labor, and other parts of the public and private John Е Kennedy Schoo! of Government 
Harvard University 
79 JFK Street 
Cambridge, MA 02138 
Telephone: 617-495-1155 
Website: http;/ /www.ksg.harvard.edu 
E-mail: KSGadmissions@harvard.edu 








sectors convene to consider major domestic 








and international policy issues. 
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EUROPE'S LEADING LIGHT 
Crossait of Switzerland, Europe's fargest regional airline offers more than 28 daily 
departures from the UK and Ireland to Switzerland. In addition, Crossair also offers a 


network that encompasses over a 100 destinations ín over 30 countries through its 
EuroCross hub at EuroAirport Basel. 


À C RO S S Al R For further information contact your local travel agent 
JJ. or, +44 845 607 3000, www.crossair.com 






Ж the Guatitiyer Group 


BUSINESS & PERSONAL 


AVAILABLE BY EUROPEAN BANK 
ae NEW AUTHORS SEL OTE WORD fae, 


* PROOF OF FUNDS PUBLISH YOUR WORK ; j TION 
6 AND WRITTEN TRANSLATION 
© INVESTMENT LOANS р рн CERES |. a ne ine bees Luci, Gide, 


Le FINANCIAL GUARANTEES WRITE OR SEND YOUR MANUSCRIPT ТО: oo 

LE PANEL GUARAN MINERVA PRESS) MENSEM AV PS 
| FAX APPLICATION ONLY TO 315 - 317 REGENT ST LONDON WIR 7YB UK your product seen through local eyes ах: (49. 79-83-43 
E90 392 228 82 91 www minerva- press co uk. u IT UK DE FR DK SE FI NL ES IE 











































innovative and cost-effective solutions to protect your assets and minimise your tax. The Sovereign Group is a professional global practice of 
leading tax specialists, operating in 17 jurisdictions worldwide for over 10 years. For complimentary copies of our guides to international tax planning 
and trustee services, please contact your most convenient Sovereign office. Alternatively call for expert practical advi free of obligation or hart е 


GIBRALTA Roberts mon HONG: Stuart Stobie Simon Denton 
+350 76173 { +852 2542 1177 +44 (0)20 7479 7070 Tek +1800 813 6384 (usatoll free) 
+44 (0)20 7439 4436 Fax: +1 806 813 6382 (usa toll free} 
uk @SovereignGroup.com sa@SovereignGroup.com 


www.SOVEREIGNGROUP.cOM / 











SCHOLARSHIPS 





Cranfield 


UNIVERSITY 
School of Management 





Scholarships for the Executive MBA 


For some years we have been offering a number of 
scholarships to outstanding candidates on our full-time 


© Y an e MBA programme. Now, for the first time, we are 
extending the scholarship scheme to our part-time 


Executive MBA. 


The scholarships will be worth up to £8,000 towards 
tuition fees and will be available for the programme 
| beginning in January 2001. You will be eligible to 


apply if you will be entirely or partly self-funded. 
The deadline for applications for ‘scholarships is 
1 December 2000. | 


То find out more about the scholarships and our MBA 


NEM programmes, contact: Maureen Williams, Cranfield 
S C h 0 la Vrs h 1ps School of Management, Cranfield; Bedford, England, 
MK43 OAL. 
Tel: +44 (0)1234 754386 Fax: +44 (0)1234 752439 
Email: m.williamsGcranfield.ac.uk 


Or visit our web site at www.cranfield.ac.uk/som/mba 
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BUSINESS & PERSONAL 





e OWNED BY LAWYERS AND ACCOUNTANTS e CONFIDENTIALITY GUARANTEED e BANK INTRODUCTIONS 


The SCF Group, est. in 1989 provides full ranges of offshore services at what we believe are the 
most competitive rates currently available by a licensed a ional fi im. 


















SN aA à LONDON: For immediate, — please contact: 
LICENSED £0. у 90-100 Sydney St Chelsea, — "LONDON: Janson Lotery B.Sc (Hons) DUBLIN: Peter Murphy В Сото (Н 









& TRUST MANAGEMENT Je М Ее Tel:+44 (0) 20 7352 2274 Tek +353 (8) 1 662 1388. - 
3 : | 27-29 Lower Pembroke St., Fax: +44 (0) 20 7795 0016 Fax +353 (8) 1 662 1554. 
Dublin 2, ireland. E-mail: Jansan@sctgroup.com E-mail: omuphy@scfintl Jolie: 


CANADA... 


ust ono click away U.S. CORPORATIONS AND 
LIMITED LIABILITY COMPANIES 
(LLCs) SET UP INSTANTLY IN 
DELAWARE, OR OTHER STATE, BY 
PHONE, FAX or INTERNET 


Your headquarters may be anywhere in the | 
USA or other country. No minimum capital | 
requirements. No lawyers necessary. Most 
major corporations are incorporated in 
Delaware, FREE Delaware Incorporation 
Handbook (8th Edition), Registered agent, 
shelf corporations, legal address in 
Delaware and mail forwarding. U.S, bank 
account opening service. VISA/MC/AMEX 
CALL ANYTIME Tel: 1.800.423.2993 
(toll free) or «302.996.5819 
Fax: 1.800.423.04523 (USA/Canada only) 
address in or Fax: 4392,996.5818. 
E-mail: inc, info? delbusinc.com 
internet: http://www.delbusinc.com 
Delaware Business Incorporators Inc. 
3422 Old Capitol Trail, Dept. TE 
Wilmington, DE 19808-6192 


Min e dis өөк ө өн чөө өөн HN жөн эме өни тн ө эт Hn эмм мн n 
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:stabiished since 1980 
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International Calls Cost Up To 
5% Less In the New World. 


` f you re looking for the finest international phone rates and service, 
look no further than New World Telecommunications. Because we 
. save you up to 85% on all international calls. 


To the U.S. and U.K, 4s a true callback innovator New World 
From Pees provides state-of-the-art voice communica- 
tions and the lowest possible rates for all 
international calls originating outside the 
United States through callback. 
Now you can call anywhere in the world 
at amazingly low rates. Perfect for home, 
office, hotel, fax, or cellular phones. Call 
today and be calling globally at 85% less 


LEE SE SE EE SE SE о 








the day after tomorrow! з - 
Call Today! 1-973-438-1800 Grostenor Cau 
1402 Teaneck Road, Suite 114 | TEL: +44 1624 815544 
ie. Ud USA 07666 | РАХ: +44 1624 817080 
Nery 1-201-287-8428 E:mail: economist@ocra.com 26 OHices Worldwide 


telecommunications peut newworldtele.com 


Wwww.newworldtele.com + puo WWW. ocra. co m 


© 2006 New World Telicommunications, New World is a trademark of New World "Tolecomenutientions. АЙ rights reserved. 1509002 94 Certificated + A mamber of the Estate and General Group established in 1935 
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ECONOMIC INDICATORS 








OUTPUT, DEMAND AND JOBS Dutch cpp growth slowed to 3.4% in the year to the third 
quarter. The 12-month rate of growth in France's industrial production fell to 3.426 in September. 
Over the same period, Spain's industrial output fell by 0.1%, but Sweden's surged by 10.0%. Swe- 
den's unemployment rate fell to 4.0% in October, its lowest for nine years. 
























































% change at annual rate The Economist poll Industrial Retail sales Unemployment 
GDP СОР forecasts production (volume) % rate 
3mths! 1year 2000 2001 3mthst 1 year 1 year latest year ago 
Australia +28 +4702 +45 +35 +15 +57 @ - 08 93 $3 04 — 7] 
Austria +32 +38 Q2 +34 +28 па + 56 ju - 27 ш 3.1 Оа 3.6 
Belgium *12 +440 +39 +31 na + L1 р +63 1л O 118 — 
Britain +28 «2903 430 427 +24 + 0.8 Sep + 3.8 Oct 5.4 Sept 5.9 
Canada +47 +530 +48 434 +69 + 58 Aug + 46 Aug 6.9 Oct 7л 
Denmark +45 4360) 423 + 2.3 na + 8.0 Sep + 2.2 Aug 5.5 Sep 56 
France +29 +340 +34 +31 + 54 + 34 Sep + Q3 Sep 95 sep 111 — 
Germany +47 + 31 Q2 +31 +29 + B1. + 45 бер + 32 Sep 94 oa 105 
ftaly +21 42403 428 426 + 02 + t2 Sep - 19 Aug 10.5 Jul 114 
Japan +42 + 08 QR +19 +21 +70 + 39 Sep - 09 sep 47 Sep 4.6 
Netherlands +32 +3403 +41 +36 +11 * 43 Sep +24 aug 26 off 31 
Spain +35 +390 +41 +35 +22 ~ 0.1 Sep na 14.4 Sep 15.4 
Sweden +49 44302 +41 + 36 na 4100 Sep + 6.6 Sep 4.0 Оа" 5.2 
Switzerland +25 + 38 Q2 +34 425 na + 82 Q2* + 15 Sep 17 œt 23 
United States + 27 + 53 Q3 452 +33 + 33 + 52 оа + 65 Sep 3.9 Oc 4.1 
Euro-11 + 36 +370; +35 +30 +19 + 6.3 Au + 2.4 Aug 90 Sep 100 





*Not seasonally adjusted, Average of latest 3 months compared with average of previous 3 months, at annual rate, Jul-Sep; claimant count rate 3.6% in 
October. SAug-Ort. 








PRICES AND WAGES Consumer-price inflation in the euro area slowed to 2.7% in the 12 
months to October, from 2.8% in September, but that is still almost twice the rate of a year ago. In 
the same month, Canada's 12-month rate of consumer-price inflation increased to 2.8%. Bel- 
gium's producer-price inflation picked up to 7.8% in the 12 months to September. 











COMMODITY PRICE INDEX 
HÛ Aluminium producersin Amer- 
ica's north-west have been cutting output 
because of soaring electricity costs. Kaiser 
Aluminium has announced further cuts at 
its smelters in the area, which will leave it 
operating at only one-third of its 273,000 
tonnes capacity. Kaiser buys most of its 
electricity under contract from the Bonne- 
ville Power Administration, a federal 
agency, and then tops up with electricity 
bought on the spot market. Since June, free- 
market prices have more than tripled to 
levels at which aluminium smelting is un- 
economic. So Kaiser has sold some of its 
low-cost electricity back on the market at a 
profit, and shut down smelters. Cuts in alu- 
minium capacity throughout the region 
have now reached over 500,000 tonnes. 

































































% change at annual rate The Economist poll 

Consumer prices* consumer prices forecast — Producer prices* Wages/earnings 

З тї 1 year 2000 2001 3 mths" 1 year 3mths! — 1year 
Australia +158 + 61 Q3 +48 +37 +80 47203 +67 +65 Q3 
Austria +24 +28 Oct + 20 + 18 +49 + 7.2 Oct +06 + 19 Sep 

m +24 + 3.0 Oct +25 +20 +35 +78 Sep +27 + 2.2 Q2 

Britain +12 + 31 Oct +23 425 +07 +26 Oct + 52 + 41 Sep 
Canada +18 + 2.8 Oct + 2.7 +24 +18 * 40 Sep +10 + 41 Aug | 
Denmark +12 + 27 Od +28 +23 +57 +69 Sep +07 +33 Q2 | 
France +18 + 1.9 Oct *17 415 +59 +67 Sp +34 + 54 Q2 
Germany +23 + 24 0d +19 + 17 + 7A +74 Oct na + 19 Aug? 
Italy +21 + 26 Od 425 +21 +64 + 67 Sep + 37 17 Sept 
Japan -10 ~ 0.8 sep ~ 06 ~ 01 + 0.3 + 0.2 Oct na + 1.5 Sep 
Netherlands +40 + 31 Od + 25 431 +91 +89 Sep +39 + 29 Sep 
Spain +48 + 40 oct +33 427 +44 +55 Sep +48 +2302 
Sweden na + 14 Oct +13 +18 +45 +40 Sep +04 + 32 Aut 
Switzerland +27 +19 Ot * 16 415 + 21 + 26 Oct na + 0.2 1999 
United States +27 + 34 Oct +34 +30 + 27 + 36 Oct +40 + 3.8 Oct 
Euro-11 +24 + 2.7 Oct +22 + 19 +66 + 62 Sep £20 +24 Q /— 





*Not seasonally adjusted. Average of latest 3 months compared with average of previous 3 months, at annual rate 























1995=100 % change on 
Nov 14th Nov 21st* one one 
month — year 
Dollar index i 
All items 70.4 71.5 -01 -—10 
Food 69.0 707 + 03 + 08 
Industrials 
All 72.4 727 - 07 ~= 32 
Ма? 67.1 686 +27 - 53 
Metals 76.8 76.1 ~ 31 - 16 
Sterling index 
All items 778 796 + 21 «130 
Food 76.2 787 + 25 +150 
industrials 79.9 80.9 + 15 +104 
Euro index 
All items 108.0 1143 = 11 +205 
Food 105.7 1100 ~ 07 +227 
Industrials 1110 1131 =~ 17 4178 
Yen index 
All items 810 840 +19 + 29 
Food 79.4 830 +23 + 47 
Industrials 83.3 853 + 13 + 05 
Gold 
$ per oz 264.45 266.05 - 16 -107 
Crude oil North Sea Brent 
$ per barrel 33.16 33.47 + 37 +305 
West Texas Intermediate 
$ per barrel 34.53 35.61 + 60 +343 





* Provisional, Û Non-foad agriculturals. 











i BUSINESS CONFIDENCE According to 
Dun & Bradstreet's quarterly survey of 





business confidence, the world's business- 
men have again become less optimistic 
about sales prospects. The world index 
shows that 4896 more respondents now ex- 
pect sales to rise than expect them to de- 
cline—down from 53% in the third quarter, 
and 58% in the second quarter. But the net 
balance of optimism is still higher than the 
recent low of 29% in the first quarter of 1999. 
The decline in the third quarter was con- 
centrated in East Asian countries such às 
Australia. Business confidence has now sta- 
bilised there, but it has declined in Europe 
and North America. French businessmen 
have become markedly less optimistic. 
Mexico and Singapore bucked the trend 
with rises in business confidence. 
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| MONEY AND INTEREST RATES The yield on 30-year American Treasury bonds fell to 5.68% 
on expectations of slower growth. Over the 12 months to October, the growth in broad-money 


supply slowed to 9.8% in America and to 8.8% in Britain. 
Money supply* С Interest rates % p.a. (Nov 22nd 2000) 












































% rise on year ago ` gyer. 3-mth money market hanks 2-year _ lÜ-yeargoV't — corporate 
narrow: broad . night latest year ago prime gov't bonds latest! yearago bonds 
Australia +95 471 жр 6259 6318 551 9255 577 5.90 656 7335 
Britain +81 «88 0t 547 6.00 5.81 7.00 5.54 4.97 5.23 6.08 
Canada 4146. 488 Sep 5,58 5.72 4.79 7.50 5.77 5.64 6.02 7.20 
Denmark па +39 Sep 500 5.60 3.89 8.00 5.45 5.39 547 7.30 
Japan *55. «22 oc 022 0.50 0.23 1.50 0.44 1.70 1.90 242 
Sweden +45 +12 оа 375 4.03 3.38 4.71 4.52 4.99 5.58 5.03 
Switzerland -44 ~20 Oct 3.25 3.52 1.94 5.25 3.56 3.78 3.41 4.67 
United States -02 +98 oc 6.59 6.49 5.77 9.50 5.80 5.60 6.08 7.45 
Euro-11* +66 +55 Sp 478 5.10 3.45 5.40 4.97 5.06 5.10 6.14 





апсе 5.18, Germany 5.06, Italy 5,51. Benchmarks: Japan No.226 1.71, US 30-year 5.68. *Germany for prime and bonds. 8 Nov 15th. 


‘Narrow: M1 except Britain МО, broad: M2 or M3 except Britain M4.Saurces: Commerzbank, Den Danske, J.P. Morgan, Royal Bank of Canada, Svenska 
Handelsbanken, Warburg Dillon Read, WEFA Group, Westpac, Thomson Financial Datastream.Rates cannot be construed as banks’ offers. 








STOCKMARKETS Stockmarkets slid further amid continuing uncertainty over the American 
election. The Nasdaq Composite reached its lowest level for more than a year,down 45.4% from 
its peak. The Nikkei 225 closed at a 20-month low on November 22nd. 




































B INTERNET HOSTS For years, one oddity 
of the Internet was that, although it was in- 
vented and first took off in America, tiny 
Finland ranked as the world’s most wired 
country, measured in terms of Internet 
hosts per head. This was mostly because 
Finland, like other Scandinavian countries, 
combines affluence with a small popu 
tion and a tradition of advanced telecom- 
munications. But it was galling nonetheless 
for Americans to be told that they were not. 
officially the Internet leaders. Nowtheycan | 
rest easier: this year, America has taken the 
lead on a per-head basis. The statistics are 
muddied by the habit of American net 
workcompanies,such as Lucent, of creating - 
millions of hosts, most of them dummies, 
to confuse hackers. But Matrix.Net, a con- 
sultancy in Austin, Texas, has stripped out 
this distortion, and it still leaves America at. - 
the top of the rankings. Matrix also calcu 
lates that, after slowing two years ago from: 
its long-time annual doubling, the growth 
of Internet users has picked up again: the 
numberis now doubling every 18 months. 





Market indices % change on 

2000 one  . one record Dec ist 1999 

Nov22nd high low week year high — inlocal — in$ 
currency terms 
Australia (All Ordinaries) 3,2341 3,3304 2,9200 - 10 * 66 - 29 + 26 ~85 
Austria (ATX) 1,0036 1,236.1 1,0294 - 14 - 43 -370 ~ 87 -232 
Belgium (Bel 20) 3,068.4 3,340.4 2,5322 ~ 17 - 40 ~ 16.7 ~- 81 -227 
Britain (FTSE 100) 62214 69302 5,994.6 ~ 33 - 52 -102 -102 -213 
Canada (Toronto Composite) 8,8446 11,3888 8,1142 - 37 +13.9 -22.3 + 51 14 
Denmark ( SE) 9274 1,0390 755.1 - 26 +244 -107 +197 +04 
France (SBF 250) 3,783.3 4,3907 3,5128 ~ 541 *145 -138 - 07 -165 
Germany (Xetra DAX) 6,510.55 8,065.0 6,4653 - 65 +11.9 ~ 19.3 = 64 -213 
р (BCI) 2,023.3 2,182.3 1,666.4 - 3.5 + 34.5 ~ 73 +114 - 63 
























































































































[Japan (Nikkei 225) 14,301.3 20,8332 14,301.3 - 34 -243 -633 -245 -295 
| (Topix) 1,346.6 2,5076 1,346.6 - 40 -193. “533 -218  -270 
Netherlands (EOE) 652.2 701.6 612.4 - 43 + 89 - 70 - 29 ~ 18.3 
Spain (Madrid SE) 887.1 1,1462 887.1 - B5 - 57 -22.6 -120  -260 
Sweden (Affarsvariden Gen) ^ 4,900.6 — 6,9606 — 4,999.9 - 26 +98 -271 -78 -234 
Switzerland (Swiss Market) 8,018.7 8,3770 6,7814 ~ 11 + 10,7 - 47 +59 ~ 59 
United States (DJIA) 10,399.3 11,7230 9,796.0 - 29 = 5.5 -113 -95 - 95 
(S&P 500) 13224 1,5275 1,3224 - 49 - 67 -134 -100 -10.0 
(Nasdaq Comp) 2,7553 5,0486 2,7553 -130 ~19.4 - 45.4 -323 ~ 32.3 
Europe (FTSE Eurotop 300)* 1,5657 1,7050 1,472.5 - 41 + 10.4 - 82 ~ 11 ~ 16.8 
Euro-11 (FTSE Ebloc 100)" 14061 1,5505 12777 - 50 +178 - 93 + 1.5  ~14.6 
World (МС) І 11987 14488 1,1987 ~ 49 - 96 -170 na  -154 
World bond market (Salomon). 4214 4400 448 -08  - 39  - 85 na - 38 
“In euro terms. TMorgan Stanley Capital International index includes individual markets listed above plus eight others, in dollar terms. 
*Salomon Smith Barney World Government Bond Index, total return, in dollar terms. 
TRADE, EXCHANGE RATES AND BUDGETS Thanks partly to higher oil prices, America ran up yet another record merchandise-trade defi- 
cit in September, taking the 12-month total to $427.7 billion. But the trade-weighted dollar still climbed by 1.2% to its highest level for nearly 14 
years. In September, Canada’s 12-month trade surplus widened to $31.2 billion. 

Trade balance*, $bn Current account Exchange rate Currency units Budget 
latest latest 12 $bn The Economist poll trade-weighted? per per рег per . balance 
month months latest 12 mths % of GDP, forecast Nov 22nd year ago $ £ euro ¥100 — *$ofG 

2000 2001 Nov Z2nd year ago 

Australia ~ 0.28 Sep - 66 - 20.9 Q2 -4.5 -3.7 71.5 79.4 1.32 1.58 232 162 175 0:9 
Austria ~ 0.53 A9 = 39 - 58 Aug 2 -2.3 989 1010 16.3 13.5 231 138 14.82 “1.6 
Belgium ~ 0.25 Аш + 138 + 10.8 Jun 4.0 41 973 100.0 47.8 39.6 676 403 434 -0.1 
Britain - 3.60 Sep - 457 ~ 17202 -1.6 19 1076 106.1 0.71 0.62 - 060 0.64 27 
Canada + 2.89 Sep * 312 + 58Q 1.3 10 776 79.8 1.55 1.47 249 131 141 2.5 
Denmark * 044 Aug + 48 + 2.7 Aug** 14 13 995 1025 8.35 7.30 125 746 803 27 
France + 0.05 Sep + 67 + 33.1 Aug 23 22 997 1031 78 6.43 110 656 706 14 
Germany + 3.31 Sep + 57.7 ~ 25.1 Sep “1.0 -0.7 962 1001 2.32 1.92 328 196. 211 14 
italy = 0.94 $ерЗ * 41 - 3.9 Aug nil 0.1 712 73.5 2,236 1,899 3,245 1,936 2,084 -0.1 
Зарап + 9.02 Sep + 125,2 + 121.7 Sep 25 23 1562 1520 110 105 156 92.89 - -6.0 
Netherlands + 1.31 Aug? + 129 + 20,3 Q2 5.0 49 96.0 990 2.51 2.16 369 220 237 1.6 
Spain ~ 2.80 Aug - 394 - 190 Aug -2.8 -2.6 73.0 74.9 137 163 279 166 179 -0.3 
Sweden + 1.11 Sep + 149 + 50 Sep 2.4 2.4 789 829 10.28 8.43 145 867 934 34 
Switzerland = 0.15 otis ~ 04 + 32.5 Q2 10.7 10.0 1062 104.2 130 1.57 255 152 164 na 
United States — - 40.71 sep -427.] -3935 Q2 -4.3 42 1175 105.5 - - 141 084 091 23 
Euro-11 ~ 0.90 Augi + 22.5 - 21.6 Aug** 0.1 0.3 75.3 82.8 1.19 0.98 1.68 ~ 108 0.3 
*Merchandise, Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. Ali others cif/fob. 119902100, Bank of England. fOECD "orecast. 

SNot seasonally adjusted. * *New series. 
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@ ECONOMIC GROWTH Many emerging 
markets, especially in Asia, have seen unex- 
pectedly strong recoveries in 2000. Accord- 
ing to the ogcp's latest Economic Outlook, 
Hong Kong, South Korea, Malaysia and 
China are likely to enjoy сор growth of 8% 
or more this year. These growth rates are 
due both tostrongexport demand (particu- 
larly from America and richer Asian econo- 
mies) and to accelerating domestic de- 
mand, especially during the second half of 
the year. Looking ahead, however, the 
OECD expects growth to slow. Hong Kong's 
GDP, for instance, is forecast to grow by 7.126 
in 2001 and 5.5% in 2002. However, other 
Asian economies, such as Indonesia and 
Thailand, are forecast to see growth of 5-6% 
next year, faster thanin 2000. 

Buoyed by high prices for its oil exports, 
the Russian economy is also doing remark- 
ably well. Its сюр grew at an annual rate of 
7.5% in the first half of this year. In Latin 
America the picture is more mixed. Brazil’s 
Сор growth is set to hit over 4% in 2001 and 
2002. Argentina, by contrast, is forecast to 
grow by only 2.5% in both years—the slow- 
est growth of all the economies in the table 
for three consecutive years. © 
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ECONOMY: South Korea's economy grew by 9.2% in the year to the third quarter, slightly less 
than in the second quarter. Colombia’s growth also slowed, but Brazil’s accelerated. Consumer 
prices were unchanged in China in the 12 months to October, but they continued to fall in Hong 
Kong. In the same period, inflation rose to 7.1% in South Africa, but slowed to 6.2% in Brazil. 
% change on year earlier Latest 12 months, $bn Foreign reserves*, $bn 
GDP industrial Consumer Trade Current Latest Year ago 
production prices balance account 
China + 8.2 оз +114 oc nil oct *28.3 оа +15.7 1999 160.1 sep 154.7 
Hong Kong +10.8 Q2 -09Q ~ 270a = 99 sp +1030 102,7 oct 90.4 
India + 7.2 о + 5.4 Sep + 3.5 sep ~ 8.5 sep - 5603 348 оа 313 
indonesia + 5.1 оз *38.4 Q4 + 800a +31.0 sep + 620 27.3 Aug 26.2 
Malaysia * 8.8 az +15.6 sp + 1.9 оа +16.7 Sep +124 Q1 32.2 aug 325 
Philippines + 45 q + 9.3 aug + 49оа + 619p + BJ M 13.6 Aug 127 
Singapore +10.4 оз +144 Sep + 1,7 Sep + 3.8 oc +21.6 03 77.3 Aug 75.8 
South Korea + 9203. +151 sep) + 2B 0a $147 са +136 Sep 925 sp 65.4 
Taiwan _+ 54 02 + 7208 + 1.0 oa + 8.1 оа + 75 93 111.7. Sep 101.7 
Thailand —  « 66 «2 + 20 sp + 1704 + 64 sp + 9.9 sep 316 Sep 317 
Argentina + 080 - 510a ~ 0.5 оа + 0.2 sep 11.4 02 244 sep 218 
Brazil + 4503 + 33 Sep + $6208 nil oct -24.5 оа 31.4 Aug 40.0 
Chile + 6.1 Q2 ~ 0.7 sp + 450a + 1.6 оа - 0.8 Q2 141 Sep 14.3 
Colombia + 3.1 03 +11.3 Sep + 90 oct + 2.2 Aug -059 85 оа 84 
Mexico - +70 0з + 63 sep + 8904 - 69 se -1580 34.1 sep 326 | 
Venezuela + 2.6 02 па + 15.1 0d +134 iun — «100Q 13.7 sep 111 | 
+ + 9.4 20005 + 2.6 Aug -10.8 93 - 09 оз 134 jul 16.3 
— 712 mg + 40 оа - 68 ge -69q 15.1 м 218 
+ 98 aug ~ 0.1 oct ~ 7.5 oct - 1.5 a2 218 oct 218 
+ 3.8 sep + 7.1 оа + 29595 ~ 0.3 02 6.1 Sep 55 
+ 63 Sep + 44.4 Oc —23.2 Aug - 8.6 Aug 24.3 Sep 23,7 
Czech Republic + 1.9 a2 + 3.7 Sep + 44 OC - 32 oct ~ 1402 120 оа 13,1 
Hungary + 5.802 +168 sep + 104 oct - 2.0 sep ~ 0,8 sep 10.6 sep 10.3 
Poland +5202 + 7200 + 990: ^ -145 sep — -114 Sep — 245 sp 250 — 
Russia + 670 +104 Oct + 19.4 оа +55.7 Sep +314 Qi 21.5 Sep 6.6 
*Excluding gold, except Singapore; IMF definition. Year ending June. **New series 
FINANCIAL MARKETS Istanbul tumbled by 14.6% amid fears that a criminal investigation 
into Turkish banks could have an adverse effect on listed companies. Taipei hit its lowest level 
since March 1996, as concerns about the economy continued. Buying by state funds helped the 
market to recover slightly, but it still finished the week 10.6% lower. 
Currency units interest rates Stockmarkets % change on 
per $ perf short-term ` Nov 22nd Dec 31st 1999 
Nov 22nd year ago Nov 22nd % p.a. one in local in$ 
i week currency terms 
China 8.28 8.28 117 5.40 2,238.2 +15 + 542 + 542 
Hong Kong 780 7277 110 6.00 1472.5 2023 ete -132 | 
india ~ 468 43.4 66.2 9.08 3,8624 -21  - 228 - 283 
Indonesia — 9405 — 7,135 13,294 14.01 4317 -31  - 362 - 522 
Malaysia 3.80 3.80 5.37 3.30 7207 -23  - M3 - 113 
Philippines 49.1 40.8 69.3 16.69 1,456.7 - 09  - 320 - 442 
Singapore 175 1.67 248 275 1911.1 - 24  - 229 - 268 
South Korea 1,178 1.162 1,664 6.98 522.3 - 63  - 492 - 511 
Taiwan 328 317 464 5.50 5,130.6 -106 - 393 - 420 
Thailand 437 38.8 617 313 2836 - 18  - 412 - 493 
Argentina 1.00 1.00 141 10.39 4138 - 53  - 246 -~ 246 
Brazil 193 193 273 16.59 14,577.0 + 03  - 147 - 207 
Chile 575 542 813 4.85* 4,862.0 * 05  - 59 ~ 133 
Colombia 2135 1310 3018 13.00 706.0 +04  - 292 - 379 
Mexico 940 933 13.3 17.80 59239 - 37  - 169 - 162 
Venezuela 696 66 983 71497 6,375.5 - 09 + 177 + 98 
Egypt 3.79 3.42 5.36 9.09 7,784.1 -80 -~ 402 - 461 
Greece 43 32 570 6.17 3,307.6 -47  - 402 -512 | 
israel 413 423 5.84 6.29 468.1 -39 - 39 - 33 
South Africa 782 613 n4 10.45 7,981.9 -31 - 66 - 264 
Turkey 689,895 510,350 975,167 37.00 11,5545 -146 - 240 ~ 403 
Czech Republic 407 354 57.6 5.42 459.0 - 32  - 63 ~ 173 
Hungary 313 249 443 12.03 7,4221 - 43 - 158 - 318 
Poland ^ 458 4.19 647 1980 16,225.6 - 09  - 103 ~ 189 
Russia 279 264 39.5 25.00 166.2 -65  - 52 - 65 
*inflation-adjusted. Tin dollar terms. 
Sources: National statistics offices, central banks and stock exchanges; Thomson Financial Datastream; EIU; Reuters; Warburg Dillon Read; J.P Morgan; 





Hong Kong Monetary Authority; Centre for Monitoring Indian Economy; FIEL; EFG- Hermes; Bank Leumi Le—fsrael; Standard Bank Group; Garanti Bank; 
Deutsche Bank; Russian Economic Trends. 
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technology. Or is it the other way around? 
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businesses. And in providing ground-breaking technology research. But our stake in 
technology is larger than that. For example, through our private equity funds, we're a 
leading investor in the technology industry. And we're a leading force promoting 


technology's role in reshaping the financial markets. All in all, you could say that 
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LETTERS 


Euro-sceptics 


Sir—-You use an ugly duckling 
simile in lamenting the continued 
poor performance of the euro rel- 
ative to the dollar ("There once 
was an ugly duckling", November 
uth). You take the side of the be- 
leaguered Europeans by boasting 
of recent economic restructuring 
and increasing growth. Continu- 
ing like a broken record, you bring 
„чр America's trade deficit, poor 
savings rate and supposed dan- 
gerously overvalued stockmarket 
as reasons why Europe will begin 
to catch up, or at least keep расе, 
; With the American juggernaut. It 
seems that for some time predic- 
tions of European resurgence fall 
‘short while predictions of Amer- 
ica’s doom are: shifted: to “next 
year’. | 5 
І find іє тоге constructive to 
look for and’ learn from: the 
American’ phenomenon ‘instead 
of shaking one’s head in disbelief. 
The fact that America’s economy 
is freer, more vibrant, less taxed 
and at the forefront of high-tech 
makes it a natural destination for 
„` the world's investment capital as 
D well as a role model. It may be 
painful to admit it but, with few 
exceptions, the European econ- 





omy is still pretty boring. 
Palo Alto, 
California SAM DOGGET 


SIR—A contributory factor to the 
irrational. weakness of the euro 
relative to the dollar may indeed 
be the delayed issue of bank- 
notes. Even when they become 
available, there will no doubt be a 
period before they become as 
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useful, and as widely circulated, 
as the dollar. A possible early in- 
dicator of the true acceptance of 
the euro could be the percentage 
of randomly sampled euro bank- 
notes that test positive for illegal 
drugs—a trend “towards the 
contamination level of American 
legal tender should predict rela- 
tive strengthening. : 








MARK 

Luxembourg CUNNINGHAM 

s ЫА ЕНЕНЕ ж 
Job security 


Sir--You overlook’ а. problem 
CEOs face today ("Tough at the 
top", November 11h). Опе cor- 
poration announcés its 20th con- 
secutive quarter of increased pro- 
fits. Unfortunately, the company's 
earnings of 98 cents a share fail to 
meet analysts’ expectations of 99 
cents à share and its shares drop 
20%. Another corporation 
proudly announces that its losses 
for the past quarter were only 
$100m instead of the expected 
$105m and its shares rise 20%. 
Which ско gets a raise and which 
one gets the boot ?. 

Lincoln, 
Massachusetts 


Better funded 


JOSEPH Rosen 





Sir—I had never heard of volun- 
tary taxation before I read your 
leader on Britain's National Lot- 
tery ("Gambling with public 
money”, November 18th). Т think 
people can decide for themselves 
whether to take part in the Na- 
tional Lottery or not. Anyone 
wanting to gamble without doing 
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good. still has plenty of other 
Opportunities. [think the lottery is 
just what you praise so often: a 
simple market solution with a 
good result. What is more, it is 
perfectly in line with human psy- 
chology, which would be strongly 
against. additional. tax. Who 
would mind that? 

Magdeburg, 
Germany 


PETER NIEMANN 


Sm~You draw an implicit dis- 
tinction between "the public's top 
priorities"—education, health and 
pensions—and some matter-of- 
fact priorities saying that “а coun- 
try that lets its historical build- 
ings...fall into a state of disre- 
pair...is in a bad way.” You then 
argue that the government should 
appeal to the public to justify rec- 
tifying the situation with “general 
taxation", not lottery money. 
Surely the reason why the gov- 
ernment resorts to a hidden tax is 
precisely that the public's top pri- 
orities in the past have led to the 
neglect of the causes you men- 


tion. You are silent on which is. 


better: a taxed lottery that sup- 


lottery that would probably pro- 
vide no, or much less, such fund- 
ing. In.wanting a democratic rati- 
fication of what are essentially 
non-majoritarian concerns (with 
the exception of sport) you seem 
to want to have it both ways. 

Oxford. RICHARD Price 


Plain Swinglish 


Sm-—Certainly some Swiss think 
English is a fifth column but they 
are mostly French-speaking poli- 
ticians who are as usual way be- 
hind the curve (“Fifth tongue, 
fifth column?", November 18th). 
Business, thé young, and more 
and more other people happily 
embrace à kind of English be- 
cause that is what they like and 
need for success. 

As creator and. host of the first 
programme in English on Swiss 
Tv, a talk-show which has multi 
plied its audience ten-fold since it 
started in 1998, 1 have been pro- 
moting  Swinglish—Swiss not 
taken over by English but 
adapted to meet needs. The 
model is not the Nordics and 
Dutch, but rather the Indians, 
What has held India together in 
spite of its huge diversity of lan- 
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guages and cultures, was the deci- 
sion at independence to adop 
English as a second language. 

Geneva FRANK PERI 
amanan araa „A 


Electoral college 


Sır—The electoral college: gives 
advantages to small states, giving 
them greater representation than 
their population alone would 
warrant, and to very large states 
making their big block of votes a 
valued prize likely to attract spe- 
cial attention from presidential 
candidates (at least when states 
are truly up for grabs). To some 
extent the two benefits offset each 
other and a lot of interests gain 
from the arrangement. 

The problem with Lexington's 
proposal (November 18th) that a 
state's electoral votes be divided 
(as in Maine and Nebraska) is that 
it continues one of these advan- 
tages while eliminating the other. 
Small states will continue to have 
more. electoral votes than. their 


. population would suggest is fair, 

‘but large states would lose their 
block voting power. The result 
ports these causes or а non-taxed ` 


would be a shift in the balance of 
power in presidential elections. 
A further weakness of Lexing- 
ton’s proposal is.that it would 
give even more importance to 
how congressional districts are 
drawn, further increasing current 
incentives for lines to be drawn in 
ways that value some votes over 
others simply on the basis. of 
where they are cast. If one wants 
to reform the process by which 
Americans elect their president, a 
more fundamental change, to a 
system like the alternative vote 
that would guarantee an eventual 
majority winner, would be far 
more desirable. | 
New York Davip LAWRENCE 
тен арн е рны аы нд EEEE а найы ды — | 


Work experience 


Srg—Eli Berman (Letters, Novem- 
ber nith) is right to point out that 
the recognition that working long 
hours represents a sign of com- 
mitment.to a company is not 
whacky  theorising. However, 
what is whacky is that academics 
consider worthy of pioneering 
proclamation something that is 
blindingly obvious to anyone 
who has had a real job. 

London SrUART THOMPSON 
i t I a emer AN 
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activities: data inspection, performance analysis, process improvement, and classification 
2 management. Must have 5-10 years Quality Management experience; a bachelor's 

in business or information technology. Procurement and UNSPSC coding experience 
a PLUS! . vna TE | 






3 Director of Da 





| Management experience and degree in Information Systems. 





hr@pricesaroundtheworld.ct 





Vor fax to: 1-202-777-8557. 
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Finance Sector Specialist 


Career Management Centre 
















London Business School is а leadihg 
international institution; Europe's number 
one business school and the top non-US 
School in the world's top ten. 


The Career Management Centre at 
London Business School is committed to 
providing first class careers service to 
students and recruiters seeking to hire 
masters level business graduates. 


In this highly visible and rewarding 
position, you will work closely with all 
those participants seeking careers in 
finance. Working as part of a highly 
motivated team, you will be responsible 
for establishing, developing and 





enhancing relationships with existing and contributory pension scheme and 
potential recruiters in the finance sector. excellent recreational facilities. 





To be successful you will need "front line’ To apply, please post or email your CV 


finance experience, ideally with a blue and a covering letter to our consultant: 


the School. 


CITY EXECUTIVE CONSULTANTS 


WWW.Cityexec.co.uk 


Communications. and interpersonal skills 
are à ‘given’, especially as the position 
involves a high level of advice, counselling 
and networking both within and outside ^ AJldirect or third party applications will be 


Benefits include a competitive salary, Closing date 


generous holiday entitlement, 15 January 2001. London 


chip Investment Bank. A degree, possibly Chris Cartwright, 
complemented by an MBA, or similar City Executive Consultants Ltd 
qualification is essential. 69 King William Street 


London ECAN 7HR 
Email: cecGcityexec.co.uk. 
Tel: 020 7929 6900 


forwarded to City Executive Consultants. 







Business 
School 


www.london.edu Я 




























Маке the UK a 





world leader in low carbon technology 


The Carbon Trust 
CHIEF EXECUTIVE 


c.£100,000 + 


The Carbon Trust is central to the UK Government's recently-published 






level of 
1 October 
4m 2000, the Prime Minister said, 

"The Carbon Trust will take the lead on low carbon technology and 
innovation in this country, and put Britain in the lead internationally." 
The Trust will be the focus in the UK for СОЗ emissions reductions 
Bom busi and the qu ector, Ir will work with b , the 
ch community and. a wide range of public and private stakeholders, 
ole wil be to develop and run inte: 









grated programmes to 










amund 4 
Ота rising to 140m. Start-up funds have been secured to 
xh the Trust this financial year, 









John Smith 
Succession. Planning Associates 


The Chairman and initial core Board seek a Chief Executive to set up 
and develop the organisation and its work programme, Candidates may 
come from any relevant E ound in the private, public or voluntary 
tis quickly to establish the Trust ar the 
nology and innovation ay the LK. 











se The key requireme 
yie centre of lew 


Candidates need to demonstr, 






SEAR 


+ the ability to set up and develop a successful and dynamic orginisation; 
«an understanding of low carbon technology issues; 

ability to build and nurture а wide range of influential contacts and 
partnerships; 






* thy 


* fair and first class coummunication skills. 

The job will be based in central London, at a salary of € 4 100,000 pa. 
More may be available to an exceptional candidate The benefits attached 
to this position include the opportunity to eam a significant bonus for 
excellent performance. 








H.ecrüitment to this post will be made on che bust of equal ópportunities. 
Applications are welcomed from all suitably qualified people: 





Por further information and an application; form: (which. must be 
returned by Frid 


2 December), please contact the Dite adviser or 
visit our website ar www SPA-uk com 

















Tel 020 7235 7676 Бах -090 7235 7442 _ SUCCESSION | 
Tel : 020 ; dod 7676 Fax : 020 7235 7142 COT PLANNING | 
E-mail : john. smithttGSPA-uk. com ASSOCIATES | 
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ons compan 
ne thing in cor 


outstant 
to take ot 


эло л DO YOU KNOW 


ataware ng and the mo ion to d, we'll provide 
exciting environment in which you can ¢ and grow. DO MU U K N OW 
/ an } А 4 ir ~andidates "n ў 


inspor 


and CTI Consultants; Proj a E : itec es 
Specialists, Sales and Pro i eaders, « DO MI U K N OW 


Want to know more about current and future 
career opportunities in our EMEA region? 


Then why not contact our retained consultants, 
PSD or visit our NCR microsite a С NC R 


К website at: v 


www.psdgroup.com 


If you are interested in career opportuniti ithin our Americas and 
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APPOINTMENT OF RECTOR 


The London Institute is а unique, educational institution comprising five of the most famous Colleges in the 


world, focused on art, design and. communication, with a turnover of £75 million and 25,000 students 


E Jrom over 100 countries. Following the planned retirement of the current Rector; ‘Sir William Stubbs, 

















û successor is required by September 2001. 


This is a high-profile, exciting appointment 
calling for an exceptional individual to lead 
and implement à strategic vision that. will 
enhance the Institute's prestige in the UK and 





t atone, thereby raising profile: and 


белонаи. а | successful track. record of 





2 managing a complex ог ganisation with а variety 
or external relationships. Experience ofi managing 
creative. and entrepreneurial cultures т һауе 


undergone change, combined with empathy 
for contemporary culture and communication 
is important. Understanding of the public 
sector, especially enna in the UK and 


internationally would be (pem 





Outstanding leadership, communication ad 


`. Strategie skills are required and candidates must 


have the ambition, passion and commitment to 
establish the London Institute as the foremost 
academic centre worldwide for art, design 


and communication. 


Requests. for further information, and subsequently applications, in the form 


of. a comprehensive CV and covering letter including remuneration. details, should be 
| | made quoting Reference No. 17576-002 to: 


| Claire 1 La mme Heidrick € Struggles International Inc, Consultants in Executive Search, 
| 100 Piccadilly, London WIV9FEN. Fax: 0207 491 5864 
Email: lac@h-s.com 


(Closing date e for Bpplitatióne is: Friday 22 December 2000. 


МОЕ TILAN 





“HEIDRICK & STRUGGLES 


70 OFFICES WORE DOW aD B® 
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Overseas Public Services Consultants 


KPMG Consulting Public Services works with the Department for Interna ional 
Development and the World Bank to tackle poverty in the developing worl 
government performance, transparency and accounsability, and the deliv. 

< services. We work with countries as they develop proposals for change, then 

< implementation. We work government-wide and deal at the very hig 


I Poverty | 
B Elimination. E 


" 
п 
; а budgeting reform/financial systems 
. 
a 


“We're seeking consultants with expertise in one or more of the follo 
= public service performance improvement | 


< public/private sector partnership 


: restructuring government organisations 
Putiton | 
your agenda. - 


driving forward e-governance 
mw developing effective HR and change management processes i 
A team player with at least five years! relevant public sector ex 
. committed to working in developing countries. Resilient, self-reliant, 
communication and writing skills, you'll need to be flexible, as y 
amount of time away from home. i 5 


If you'd like to make a lasting difference to public services delivery in € 
send your CV to Tom Gaynor or Sam Harvey at consultingrecruitmment@kpn 
Tol: 4-44 (0)1675 466262, or fax: +44 (0)1675 467726. 
www.kpmgconsulting.co.uk 

“This advertisement is issued by KPMG Consulting, a division 


af KPMG, a partnership established uncer English few, a. 
телег firm ot KPMG International, a Swiss association. 


Chief Economist 
Office of the Rail Regulator RAIL REGULATOR 
c. £100,000 - | pO ~ London 
; This is an outstanding opportunity for a professional economist to take a leadin 'role at the forefront " SMS 
of public policy. The Office of the Rail Regular (ORR) is an independent publi dy with a range of powers under the 
Railways Act 1993 and the Competition Act 1998. It uses these powers to regulate Railtrack's charges and stewardship: 


of the rail network, investment in the industry, anti-competitive behaviour, possible abuse rket power and other 
key aspects of service provision. mcr > : : 


THE ROLE THE PERSON 


A BARKERS 
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* Take the lead in providing economic and financial advice to the 
Regulator, including the periodic review of Railtrack's access 
charges and issues of competition policy. 

Ensure that ОКА work is based on sound economic principles 
and analysis. 

Maintain consistency with best practice in incentive-based 
regulation, providing sufficient transparency and predictability to 
enable the rail industry to finance required investment. 

Report to the Rail Regulator. Initial fixed term contract of up to 


5 years, with possibility of extension or permanent appointment. 


Professionally qualified economist with experience of working at 
or near Board. level. DUM | ee 
intellectually inquiring with a real interest in the process of 
formulating and developing public policy. - : 
Strong communications and negotiating skills, able to represent. i 
ORR at the highest levels in industry and Government. : 
Demonstrable ability to work with and through others. 


Personal presence.and professional stature commensurate with AX 
this high profile role. 


For an informal discussion, contact Bill Phillips or Jonathan Urch at Norman Broadbent, 20 Regent Street, 
London SW1Y 4PH. Please send full CV, stating salary and reference PS203921. Fax 020 7484 9040. 
E-mail christine.boonzaier@normanbroadbent.com Tel 020 7484 0041. 


NORMAN BROADBENT N 


incorporating NB Selection 


NORMAN BROADGENT COMPANY 


RECRUITING EXCELLE 
| (SO 9002 Registered 


WWW. NORMANBROADBENT 








NIT N: 


iA na LIA e CS SAE 


The International AIDS Vaccine Initiative (IAVI) is an intemational, 
scientific, not-for-profit organization working to accelerate the development and distribution of 
AIDS vaccines, IAVI's mission is to ensure the development of safe, effective, and accessible 
preventive AIDS vaccines for use throughout the world. 

ТАУ!» Vaccine Research and Development (R&D) Program works as a virtual vaccine 
company, through the establishment of Vaccine Development Partnerships which link vaccine 
designers and manufacturers from industrialized nations with clinical researchers and clinical 
trials sites in the developing world. LAVI's R&D stalf and consultants provide the project 
management and technical expertise to facilitate accelerated development and testing of 
multiple candidate AIDS vaccines 


IAVIS R&D Program is currently expanding its professional staff, and is looking for 
individuals dedicated to excellence and motivated by IAVI's vaccine development mission for 
the following positions: 


Medical Directors 


(oversee international clinical trials program), 
Clinical Research Associate 


(clinical research support for clinical trials of experimental AIDS vaccines), 


Project Manager 


(manage vaccine development programs with international partnerships). 


Immunology Laboratory Manager 


(manage central immunology laboratory contracts and reagent production), and. 


Data Manager 
(manape data entry and contracts associated with experimental AIDS vaccines). 


IAVI's R&D Program is also looking for part-time consultants and/or staff in the following 

disciplines to enhance its capabilities to accelerate AIDS vaccine development testing: Process 
Vaccine Manufacturing Professionals, Epidemiologists, 

International Site Auditors and In-Country Project 

ТАЙ! currently draws support from a number of major foundations including the Rockefeller, 

Sloan, Starr and Gates Foundations and several governments including the United Kingdom, 

Netherlands, Canada and Ireland. 


IAV is an equal opportunity employer and is particularly interested in attracting individuals with 
international backgrounds and experience, and dedicated to accelerating development and 
delivery of safe and effective AIDS vaceines. Salary is commensurate with experience. For more 
information on JAVI and position descriptions for the jobs listed above, please visit our Website 
at www.iavi.org. 

To apply for any of the positions listed above, please send a cover letter indicated the 
position of interest and resume of curriculum vitae to: Executive Assistant, Research and 
Development, International AIDS Vaccine Initiative, 110 William Street, 27th Floor, New 
York, New York 10038-3901, 





The Organization for Security and Co- 
operation in Europe is engaged in early 
warning, crisis management, conflict prevention 
and post-conflict rehabilitation. The Secretariat 
based in Vienna is looking for a 


OSCE 


Spokesperson/ 
Head, Press and Public Information Section 


You will oversee and develop the press and public information policy 
of the OSCE. You will also act as Spokesperson for the Organization; 
co-ordinate and integrate press and information activities of OSCE 
Institutions and Missions; exploit the possibilities of web technology 
for public information and supervise the production of OSCE 
publications. 


For this challenging position, you need an advanced university degree, 
excellent knowledge of the OSCE and its areas of operation, a 
minimum of ten years press and public information experience at 
senior management level, preferably within an international 
organization, sound political judgement and diplomatic skills, strong 
public speaking/presentation skills, excellent knowledge of English 
and working knowledge of German. 


Competitive salary and excellent benefit package. 


For more information, please browse our Website: 
http://Awww.osce.org. Please send your application by 15 December to 
OSCE Personnel Unit, Kürntner Ring 5 — 7, A-1010 Vienna, 
Austria, or by fax: (+43-1) 514 36-96, 
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RIGA GRADUATE SCHOOL OF LAW 
will appoint а new 
RECTOR 
who is to take office from August Ist, 2001 


As head of a newly established and rapidly developing institution of higher education the 
Rector will face a challenging and dynamic environment with great possibilities. The Rector 
is appointed by and reports to the Board of Directors. He or she will carry the responsibility 
for the development and success of the Master of Comparative Jurisprudence and other 
academic activities as well as the Executive programme at RGSL. 


The position requires internationally recognised high academic standing in the field of law, 
experience in university or other institutional management, an open and creative mind, 
general organisational skills, an interest, preferably documented, in the development of the 
law in Central and Eastern European countries in transition, including the Baltic States. 


Fluency in English is a requirement, additional language skills is a plus. 


The position is a full time job, which requires residency in Riga. The position is offered for 
at least two, but preferably three years. 


Salary and other benefits (housing, moving allowance, insurance) are negotiable, 
Application 


Candidates аге kindly asked to submit a letter of application, a curriculum vitae, a list of 
publications and a copy of one major publication, a mission statement for the position and 
at least two references. The letter of application should indicate salary, other requirements 
and availability for interviews. 


The application should be sent to RGSL, Alberta iela 13, LV 1010 Riga, Latvia by January 10, 2001. 


For further information please contact the RGSL office: 
tel. +371 7015821, Гах +371 7336024, e-mail office @rgst.cdu.ly 
or visit the RGSL home page http://www.rgsl.edu.lv 


The Riga Graduate School of Law offers legal education at а post-graduate level aiming at 
increasing in-depth knowledge and understanding of law in the Baltic region. The 
curriculum is designed to address the needs of Latvia, Estonia and Lithuania as they attempt 
to perfect their legal systems and integrate into Western economic and legal organisations, 
while adopting the fundamental values of democratic countries and consolidating the 
principles of a lawful state. 


The RGSL was founded in 1998 on the basis of a Swedish Latvian bilateral agreement. It 
has three owners — the Swedish and Latvian governments and the Soros Foundation Latvia 





























The Economic Commission for Europe (ECE) recruits a 
Chief, Economic Analysis Division, D-1. 


Under the guidance of the Executive Secretary, the incumbent directs, plans 
and supervises the activities in the Economic Analysis Division which conducts 
economic research and current economic analysis relevant to national and 
international economic developments, problems and policies in the ECE region; 
advises on the economic research of the ECE secretariat as a whole; develops 
the ECE position on economic policy issues. 


Qualifications and experience 

Advanced university degree (Ph.D. or equivalent) in economics. Extensive 
experience (at least 18 years) and published work in economic research, with 
particular reference to national and international economic analysis; thorough 
knowledge of current macroeconomic theory and methods of quantitative 


empirical economics; and good knowledge of the substantive economic policy 
issues of both the market economies and the former centrally planned 
economies of eastern Europe and the former Soviet Union. Must be able to lead 
an international team of economists and to make a substantive contribution to 
the Division's publications. 


Knowledge of languages 

Fluency and drafting ability in English essential; a working knowledge of 
French is required; and knowledge of other European Language is also 
desirable. 


All applications should be sent to: 


VA: 00-E-ECE-400462-E-GE, 
Staffing Support Section, 
Office of Human Resources Management, 
Room S-2475, United Nations, 
New York, 10017. 
Fax No. (212) 963-3134 or (212) 963-9560. 
Internet address: staffing @un.org 


Deadline for applications: 20 January 2001. 
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The Prince of Wales Business 
Leaders Forum 








THE PRINCE OF WALES 
BUSINESS LEADERS 


London ades 





The Prince of Wales Business Leaders Forum is recognised internationally for innovation and 
leadership in corporate social responsibility and partnerships for development. Working 
with global business in over 40 countries, the PWBLF is an educational charity which 
promotes responsible business practices that benefit both business and society, and which 
help to achieve sustainable development, particularly in emerging market economies. 


Chief Operating Officer Director of Communications 


c.£55,000 + Benefits c.£50,000 + Benefits 

The Role: The Role: 

* Reporting to the Chief Executive, take responsibility for • Reporting to the Chief Executive, lead the 
key activities and deputise in his absence. Communications, Information and Marketing Team in 

e Within agreed strategies and budgets, supervise the developing first class information products and services. 
implementation of programmes that build the capacity • Develop and oversee press relations and media 
of the forum including human resources development. artnerships. 

А * . n р р 
d cis aris management, planning and review * Manage the IT team for internal communications and 
ng 1 . web-based services. 

* Coordinate recruitment programmes and fundraising з 
activities. * Take lead on events and product sponsorship. 

• Oversee the resourcing, staff administration and * Help build the organisation's capacity for effective 
contractual obligations of regional operations. communications. 

The Candidate: The Candidate: 

* First class people management and team building skills. * People management and team building skills. 


• Proven business ability with vision and strategic 
capability, and an understanding of the not-for-profit 
development sector. • Sound knowledge of ICT systems and multi-media for 

* Strong communication and presentation skills, written communications and information. 
and spoken, and high ICT competence. 

* Team player, able to work with others and committed 
to a partnership approach. 

* International experience, gained in the private and/or * Experience of resource raising, fundraising or 
public sector. sponsorship management. 


e First class written and verbal communications skills. 


* Direct experience of press relations management, 
preferably in business and international settings. 


Ref VB/2717E Ref VR/2751E 


www.pwblf.org 
Please write in confidence, with full career and current salary details, by 5th January 2001, quoting relevant reference 











e-mail: response.managerGodgers.com Odgers Ray & Berndtson, 11 Hanover Square, 


Fax: 020 7529 1000 * www.odgers.com | London W1S 1JJ * Tel: 020 7529 1111 
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Foundation Alfried-Krupp- Kolleg Ernst-Moritz-Arndt University 
Greifswald D Greifswald 


; me ilii Alfried-Krupp-Kolleg Greifswald 15-а civi aw foundation of the Alfried Krupp von Bohlen und Halbach Foundation, the state of 
Mecki enburg- -West Pomerania and the Ernst-Moritz-Arndt University of Greifswald. It supports the Alfried-Krupp-Kolleg Greifswald, 


8 college set up to war i in е ón with the University of Greifswald on interdisciplinary research oe with international 
perspectives. | 





The. Foundation А Alfried- Krupp-Kolh eg Greifswald and the. Ernst- Moritz-Arndt University of Greifswald jointi y арро int tthe » 
Acad: emic Director 
of the 
_ Alfried-Krupp-Kolleg G reifswa Id 


t кид (remuneration based on the Federal salary grade C4]. 


he Academ Director will be: responsible for developing and implementing an academic program which will use te development potentia of a 
машу! run со llege and further strengthen the position of the Ernst-Moritz-Arndt University i in the academic landscape. . 


The objective. of the Alfried-Krupp-Kolleg Greifswald is to bring together scientists from different disciplines to work together on key topics, pursue 


interdisciplinary. research projects, cultivate relations with: scientists internationally, with special emphasis on the Baltic region, and foster the work ` 
ofj junior scientists. 


The successful candidate will have а strong personality and high academic qualifications. The Academic Director is expected to develop the 
Alfried- -Krupp-Kolleg Greifswald into a center of excellence at the Ernst-Moritz-Arndt University of Greifswald. With established 
international contacts, the successful candidate will have experience in working on interdisciplinary projects and attracting external 
funding. The term of office is six years, reappointment is possible. The position is to be filled as quickly as possible. 


. The college has further vacancies for scientific and non-scientific staff. By early 2002 the Krupp Foundation will set ир a new center in Greifswald 
‘city center with spacious. workrooms and conference rooms as weil as accommodation for guest scientists. | 


. The appointment is subject to the requirements of Art. 34 of the higher education law of the state of Mecklenburg-West Pomerania. 
in filling the vacancy, disabled persons will be given preferential treatment within the framework of the statutory provisions. The 
_ University is striving to increase the share of female academic staff members and therefore expressly invites applications from qual lifi ed women. 


; Applications. should be submitted by December 31, 2000 to the Board of Trustees of the Foundation Alfried-Krupp-Kolleg. Greifswald, 
Ü Attn.: Prof. Dr. he mult. Berthold Beitz, Hügel 15, 45133 Essen, TRE 


Бопе For the 
Foundation Alfried-Krupp-Kolleg Greifswald Ernst-Moritz-Arndt University of Greifswald 


Professor Dr. hc. mult. Венг, Chairman of the Board of Professor Dr. Dr. Metelmann, Principal 
Trustees of the | : | 
„Alfried Krupp von Bohlen und Halbach Foundation 


| Professor Dr. Kauffold, Minister for Education, Science 
and Culture: of the state of Mecklenburg: -West 
2 Pomerania _ ; 


Professor Dr. Dr. Metelmann, Principal of the 
Ernst-Mori z-Arndt University of Greifswald 
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IUCN 


The World Convservation Unit 


IUCN - The World Conservation Union was founded in 1948 and 
brings together 79 states, 112 government agencies, 738 NGOs, 35 
affiliates, and some 10,000 scientists and experts from 181 countries 
in a unique worldwide partnership. Its mission is to influence, 
encourage and assist societies throughout the world to conserve the 
integrity and diversity of nature and to ensure that any use of natural 
resources is equitable and ecologically sustainable. Within the 
framework of global conventions IUCN has helped over 75 countries 
to prepare and implement national conservation and biodiversity 
strategies. IUCN has approximately 1000 staff, most of whom are 
located in its 42 regional and country offices while 100 work at its 
Headquarters in Gland, Switzerland. IUCN is an equal opportunity 
employer and welcomes applications from qualified women and men. 


BUSINESS DEVELOPMENT 
AND 
OUTREACH MANAGER 


Its what's behind our 
name that puts you in 
front. 


Martin You 


Chief Executive Officer 


Meyado is the leading provider of investment 
advice and private banking services to 
expatriates and international investors 
worldwide. 

Our dynamic expansion plans for 2001 mean 
we now need to recruit more successful 
consultants, private bankers and financial 
advisors to be based throughout Europe and 
Asia. All but the most exceptional candidates 
will have financial qualifications and some 
five years of demonstrable previous success. 


Selling our Mcyado Member Services to 
high net worth individuals, you will need to 
demonstrate a successful track record, 
negotiating and handling complex portfolios 
at a senior level in order to achieve 


substantial rewards in an expanding industry. 


In return, you will receive a serious results- 
orientated package together with the best 

initial and advanced training in the industry, 
a defined carcer path and the opportunity to 


Helping People. . . 
.. Achieving Goals 


become a shareholder in our rapidly 
expanding company. 
If you have the ambition to pursue your 


career overseas on a long term basis, send 


your C.V. to careers@meyado.com 
or Fax: +44 1932 887 971 


For more information visit our website: 


KANTOR 


Committed 
to Results 


KANTOR is a leading Greek Management 
Consultancy with a continuously expanding 
international presence. Our clients include major 
international donors, such as the CEC, the World 
Bank and the EBRD as well as Governments, 
Investment Banks, State-Owned Enterprises and 
Private Companies. 


ASSOCIATE SENIOR CONSULTANTS 
We are seeking highly qualified professionals to 
support current and upcoming assignments. 


А. Team Leaders, PIU Managers and Senior 
Experts - Middle East, NIS, CEEC, Balkans 


Private sector institution building 

© SME policy development 

* Support to SMEs and business associations 
* Sustainable development of business centres 
Regional and economic development 

* Vocational training and HRD 

* Health 


Ideal candidates should have more than 10 
years of consulting experience with international 
donors, with at least 5 years of senior level 
experience in major public and/or private sector 
financed, large-scale development programmes 
Fluency in English is a prerequisite. Particular 
experience in the area, especially in the Middle 
East, MED, NIS and CEEC as well as multilingual 
skills (French, Arabic, Russian) would be an 
advantage. Extensive travelling and long stays in 
these areas are an integral part of the job. 
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Madrid - Frankfurt - Paris - 


www.meyado.com 


B. Monitoring, Assessment and Evaluation 
International Donor Programmes 


* Agriculture, Food, Fishery, Livestock 

© Commerce/ Trade Development & Export 

e Customs 

* Education, Training 

* Energy, Environment 

* Legislation, Consumer Protection, Intellectual 


Property 
e Private Sector Development & Restructuring 
* Public Administration Reform 
* Public Finance, Accounting, Banking 
* Regional and Economic Development 
e Social Sector, Employment and Health 
© Standards and Statistics 
© Telecommunications and Transport 
* Tourism 


Long-term as well as. short-term positions in 
CEEC and MEDA countries are available, Ideal 
candidates should have a minimum of 10 years 
experience in market economy, solid experience 
in managing international TA projects, specific 
area experience as well as experience in 
monitoring, assessment and evaluation 


We are offering an attractive remuneration 
package and certain extra benefits. If you are 
mobile, resourceful and committed to results, 
please do not hesitate to apply 


KANTOR Management Consultants S.A, 
4, Vas. Sofias Ave, 106 74 Athens 
Tel: + 301 7297500 
Fax: + 301 7249528 
E-mail: det@kantor.gr 
Ret: OGC/DET 
EZAT 
сн 


IUCN, the world's umbrella organization for environmental 
institutions in more than 140 countries is creating a new business 
development and outreach position to diversify and enhance its 
income base in support of its worldwide conservation and sustainable 
development activities and to strengthen communications. 


The Business Development and Outreach Manager will be responsible 
for developing and implementing a global plan for revenue generation, 
in close cooperation with IUCN's global and regional programmes. 
The Manager will provide leadership, advice and support in all 
activities related to fundraising and outreach. The functional units 
reporting to the Marager include Donor and Multilateral Policy 
Relations, Communications, Publications and Membership. 


The Manager's responsibility will be to coordinate the Union's overall 
revenue generation and outreach efforts. In close collaboration with 
his/her team, he/she will develop strategies to develop new sources of 
income from public and private sources, including the corporate 
sector, market IUCN's knowledge-based products and services, and 
facilitate and support effective relations with key donors, partners and 
members. He/she will be a member of IUCN's Senior Management 
reporting to the Director General in IUCN headquarters in Gland (near 
Geneva), Switzerland. 


Qualifications 


The successful candidate has at least 15 years' experience in resource 
mobilization including substantial experience in an international 
setting or organization. He/she has worked extensively with 
philanthropic, corporate, government (including bilateral and 
multilateral funding agencies) and NGO sectors, has demonstrated 
business acumen, together with excellent communications skills and 
expertise, as well as strong inter-personal and team building skills. 
He/she has demonstrable affinity with the IUCN mission, and works 
well in a multi-cultural environment. Excellent English is essential, 
French and Spanish desirable. 


Interested candidates should apply before 2 january 2001 to: 
Director, Human Resources Management group, IUCN-The 
World Conservation Union, 28 rue Mauverney, 1196 Gland, 
Switzerland. Fax 41 22 999 03 39; E-mail vacancies hq.iucn.org; 
http://www.iucn.org 
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The Asian Е Bank Abe и \ dquartered ir Manila Philip- - ‘Climate Change Abatoment Specialist 
pines, invites applications for 3 position ong-term Intemational Consull- A strong background in environmental economics and policy, experience in 


ants, to be recruited as posed кни Techni cal Assis. 2 к cad кыш and preperation of investment projects for GHG 
; abatemen а i 


dance on Promotion of Rei 
Gas Abatement (REGA) 

'' Cal assistance will generale 
ing through commercial sources, the Global 

Clean Development Mechanism; identify policy and 5 
semination of REGA technologies outline. jene for removing тет, and 


. Energy Efficiency эрес ist 
`. develop financing mode's. The 3 intern 


- " А strong background i in relevant en neering/technology disciplines, and 
environment, energy (east), and ene so “experience in policy and financing i for dissemination of, and prepara- 
services for different tasks relating to the te nicat pbi уеп о investment projects for energy etig iency technologies 


Candidates should be nationals of АРВ martiber countries. d have et leasta Master's degree in the field(s) concemed, besides 10 years of relevant professional experience, a 
major part of which should be in the Asia-Pacific region: The fia арон may he made for 1 year, extendable up to a Maximum of 3 years. The compensation package will 
be internationally. competitive. ; К 


Fax (63-2) 636-2195 pos DEVELOPMENT BANK 
E-mail: jobs@adb.org Р.О. BOX 789, 0980 MANILA, PHILIPPINES 


ganda 





es {MAAIP) which is the line Ministry of the supporting programme, the National Authorising 
0) with the EC Delegation seek to recruit a senior Sector Policy and Programme Advisor (SPPA), attached directly to the Minister and the Permanent 
Secretary (PS) of MAAITF, on policy formulation, strategic planning and technical guidance, 


` Main Duties 


The overall responsibility of the SPPA will be to ensure that the Minister, the Permanent Secretary of MAAIF and the NAO / EC De Delegation get sound professional advice 
and are continuously briefed on events and progress of implementation of activities in the Ministry and the sector with particular emphasis on the Plan for Modernisation 
of Agriculture (PMA) implementation. The specific duties will include but will not be limited to: 





Assisting the Minister, the PS and the Directorates of MAAIF in preparing and elaborating the action plans compliant with the PMA and the functions of the Ministry. 


* Supporting the Minister's office in liasing with farmers, agro-industry, NGO's and other interest groups so as to maintain peak ministerial awareness of changing 
perceptions and priorities. 


® — Facilitating inter-directorate professional interactions within МААЕ, with key parastatal bodies (such as NARO and UCDA) and other key Ministries. 

*  Spearheading the design and implementation of the MAAIF performance assessment system linked to its roles elaborated through the functional analysis of the 
Ministry, 

Profile 


National of án ACP or Eun opean Union member state, holder of at least a M.Sc. University Degree or equivalent in agro-economics or a related field and a minimum of 15 
years of relevant working experience. The ideal candidate will have the following additional skills and experience: 


* Atleast 5 years experience in senior and high level management / planning positions with a strong track record in strategic and operational planning in agricultural 
developient- including macro-economic aspects. 


Pull grasp of poverty alleviation and rural developmenvagricultural development issues and a very good experience in tropical agriculture. 

* Good communication, reporting and proven facilitation skills for diverse stakeholder groups. 

Very good command of English with proven draftin g ability and computer literate (word processor, spreadsheet and database). 

Conditions 

Duty Station: Entebbe/Kampala, Uganda: 2 year contract starting in Febr пагу 2001 (indicative) with possible extension upto d maximum OF 5 years. 
Salary package according to EC standards for EDF financed contracts. 

Applications 


Interested individuals are invited to send their С.У апа a letter of motivation in English by mail, E-mail or fax before 22nd. December 2000 1o EC Delegation in Uganda, 
Bn. Y. Gillet, PO. Box 3244, Kampala, Uganda. Fax: 256-41-233708 or E-mail at the following address; nallo deiuga. себен dnt 
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INSEAD 


FONTAINEBLEAU 
SINGAPORE 





DEVELOPING 


i cM rei 


INTERNATIONAL LEADERS 


ADVANCED MANAGEMENT PROGRAMME 





INSEAD's flagship programme has won international 
recognition. In its new version, it offers an unrivalled 
forum for learning, reflection and exchange for senior 
executives and business leaders. 


Do you fit the profile? 


Our rigorous selection process brings together 
accomplished executives from a wide variety 

of cultural and corporate backgrounds. Programme 
participants are General Managers who typically have 
atleast 15 years' business experience and have their 
sights set for the top. This distillation of quality makes 
the Advanced Management Programme an exclusive 
meeting-place for those who contribute to shaping 
the world's economy. 


Learning 

- confront the challenges of change, innovation, 
globalisation and the growth of e-business 

- develop your leadership qualities. 


Reflection 

- time out for self-assessment, analysis and taking 
stock of your professional and personal life, 
challenging conventional routines and fads. 


Exchange 
- experience different cultural beliefs and systems, 
network and debate with your peers. 


28 January - 23 February 2001 in Fontainebleau 





A unique microcosm, a unique environment 


INSEAD's Fontainebleau campus, in surroundings of 
great natural beauty, provides a privileged and intimate 
setting for the Advanced Management Programme. 
This prestigious four-week programme is directed 

by an international business faculty, all acknowledged 
leaders in their field. Programme participants, who 
work in classes of around 40, represent the highest 
standards of business performance from more than 
30 countries around the world. This is a unique oppor- 
tunity to build on what you have already learned and 
done, and plan how to turn your ideas into actions. 


The INSEAD Advanced Management 
Programme: take a leading role in your organi- 
sation, and control of your life. 


AMPOOECO 


To apply for the February Advanced Management Programme, or to receive 
a detailed programme brochure, please contact allison.wheeler@insead.fr 


WWW.INSEAD.EDU 
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The University of Chicago Executive M.B.A. program. 
Designed purely for the top Business Leaders in Asia. 


Among the most inspiring people you know. The highest acclaimed faculty on earth. World-class peers. Future 
partners. The Chicago GSB Executive M.B.A. Program Asia spreads 16 weeks of intensive study over 20 months so 
you can earn this renowned M.B.A. while you continue your career. For an unparalleled education in general 
management. apply to the Chicago GSB Executive M.B.A. Program Asia. And be among those who shape the future. 


For more information, Join us for one of our receptions 


Australia 26 October. 2 Australia 3o October, 2 Singapore 3 November, зо‹ Japan 7 November 

he Regent, Sydney The Grand Hyatt. Melbourne University of Chicago GSB Asia ( ampus Imperial Hotel, Tokyo 
Hong Kong 8 january. 2001 China ıo January. 2001 China ı2 January. 2001 Philippines ı7 January. 2001 
Mandarin Oriental. Hong Kong The Palace Hotel, Beijing The Portman Ritz-Carlton, Shanghai The Peninsula, Manila 
Japan 6 February. 2001 Taiwan ı3 February, 2001 Malaysia 20 February. 2001 Singapore a7 February. зоо! 
Imperial Hotel, Toky The Sherwood, Taipe The J. W Marriott Hotel, Kuala Lumpur University of Chicago GSB Asia Campus 
imung for [nf Sessions ! all venues. 19 2 г» 


You will be ready. 


Executive M.B.A. Program Asia - Singapore The University of Chicag 





› Graduate School of Business Asia Campus, 101 Penang Road Singapore 238466 


Phone: 65+ 835 6482 Fax: 65 835 6483 Email: ria.sugita&?gsb.uchicago.edu www.gsb.uchic ago.edu/programs/exee 


CHICAGO £7 GSB 








The 
Economist 


DECEMBER 2ND 2000 


MARGIN of 537 votes out of more than 

6m, for the crucial 25 electoral votes of 
the state of Florida, can hardly be called deci- 
sive: it is not at all surprising that the man on 
the losing side finds it hard to accept such a 
close result. Nor, given that George W. Bush 
lost the nationwide popular vote to his rival, 
Al Gore (albeit only by a larger sliver), does it 
give Mr Bush a mandate. Yet, three weeks 
after the election, following all the recounts, 
wrangles, legal arguments and efforts at delay, 
this is as clear a result as America is going to 
get in the time available. For that reason, Mr 
Gore should concede. 

He hasn't, and at least for another few 
turns around the legal wrestling ring, he is unlikely to (see 
page 35). But he should. He has already exhausted, or else by- 
passed, all possibilities of replacing this outcome with a fairer 
or more reliable one. His only chance is of replacing it with a 
different one, but a Gore victory now would be just as unfair, 
just as unreliable, as this Bush win. It would have been best, 
soon after November 7th, if both candidates had agreed to a 
full manual recount of all Florida's votes. But, alas, neither did 
at that time, and once Mr Gore later proposed this solution a 
lot of muddy water had already passed under the bridge. Nei- 
ther of the candidates has behaved well during this shabby 
November. Yet if he has any regard left within him for the in- 
terests of his country, Mr Gore should use whatever is his 
next legal disappointment as a pretext to withdraw. 


Making the best of a bad job 


As The Economist endorsed Mr Bush for the presidency 
(“Crunch time", November 4th), that view could be seen as 
merely convenient. Yet the argument would hold for whoever 
was behind after so many recounts. It is time for a president- 
elect to start setting up his administration and rallying the 
country behind him. The truly convenient thing is that Mr 
Bush is anyway the man best placed to do that job. 

The circumstances are the opposite of propitious. The 
president-elect will be starting the task late, and in a fractious 
atmosphere. He will have no mandate, and Congress is also 
finely balanced, with a slender Republican majority in the 
House and a tie (albeit broken by a vice-presidential casting 
vote) in the Senate. This period is a crucial one for a new pres- 
ident to start picking his cabinet, reaching out to his beaten 
opponents, brushing up on his foreign policy and whittling 
down his legislative agenda to a few key items. Many of Bill 
Clinton's problems during his first 100 days sprang from his 
inability to manage the transition. Now, if Mr Bush's victory is 
confirmed, another inexperienced southern governor will 
have to struggle to do better, on far worse foundations. 

But those foundations are also far from disastrous. Grid- 


THE ECONOMIST DECEMBER 2ND 2000 





locked government is a familiar feature of 
Washington life, and quite welcome to those 
who dislike extremism or activism. The main 
challenge now is one of forcing the two em- 
bittered political sides to talk to each other 
again. On that measure, Mr Bush has a better 
record as a bipartisan than Mr Gore, he ran 
on a more centrist ticket, and he has a slightly 
shorter laundry list of promises to keep. The 
small Republican balance in Congress will 
help him, of course, and there are some Dem- 
ocrats who would, perhaps paradoxically, 
find a Bush victory more favourable to their 
interests (see page 46). Finally, for the mo- 
ment, he has public opinion on his side: a ma- 
jority in most polls say Mr Gore should concede, and the 
measures of partisan bitterness in such polls suggest that Mr 
Bush’s climb, while uphill, would at least be a gentler one 
than Mr Gore's. 


Include and prevail 


There are ways in which Mr Bush could soften his slope still 
more. One obvious one would be to pay speedy attention to 
the very reason why his election will lack legitimacy: the 
wobbliness of America’s voting procedures. It would both 
make sense and heal wounds if he were quickly to announce 
that he will set up a bipartisan commission, preferably 
headed by a Democrat, to establish common standards not 
just for election technology but also for the independent su- 
pervision of future ballots. 

Cabinet appointments offer Mr Bush another chance to 
forge ahead. The last president to win so unconvincingly, Jack 
Kennedy, chose many top advisers from the ranks of his van- 
quished opponents. Mr Bush should look for similarly bold 
choices: an obvious place to start would be to offer Larry 
Summers the chance to keep his job as treasury secretary. 
Even Joe Lieberman, Mr Gore's running mate, would be well 
worth an offer, given his support for some adventurous 
causes such as schoo! vouchers. He would be unlikely to ac- 
cept, since to do so would lose the Democrats one of its Senate 
seats, but the offer would be a fine gesture to make—and 
might even soothe Israel's suspicions of a Bush White House. 

But the most important test of Mr Bush will be his legisla- 
tive agenda. Even strong presidents soon discover that their 
political capital is actually fairly limited: they can push 
through only a small number of things. There are reasons to 
hope that Mr Bush might actually be quite good at this. In 
Texas, he concentrated on just a few things—notably educa- 
tion—and he also worked well with the local Democrats. Mr 
Bush anyway has a powerful incentive to focus his mind: in 
just two years America will go to the polls again. Unless he 
can seem a generous winner and produce palatable results 
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with a narrowly Republican Congress, he might have to deal 
with a Democratic one. 

The need for compromise might make Mr Bush a better 
president than if he had won decisively. It would be un- 
realistic to expect him to abandon his plan for a huge tax cut, 
but he could scale it back by, say, reducing the “marriage pen- 
alty" (which penalises many married people) and cutting the 
rate for the lowest tax bracket. These are things that Demo- 
crats could support too. On foreign policy, risking the ire of 
Jesse Helms by eschewing Republican isolationism would be 


a small price to pay for winning over moderate Democrats. 
Handled correctly, those same Democrats could support Mr 
Bush's reforms in education and Social Security. 

One doubt has always remained about Mr Bush. He is 
said to be merely lucky—lucky to be called Bush, lucky to win 
the governorship of Texas and lucky to have had Mr Gore as 
an opponent. True or not, politicians, even good ones, often 
need luck. But if fortune really has gone so far as to make Mr 
Bush president, he had better put his luck to good use. After 
all, just as now, his presidency will be subject to confirmation. 





Barak's deadline for peace 


A peace agreement would be Ehud Barak’s strongest weapon in the Israeli 
election called for next spring. Can he be helped to get one? 


Te Israeli prime minister’s surprise decision to call spring 
elections, rather than wait until he was forced to do so, 
has given new urgency to the pursuit of peace with the Pal- 
estinians. Ehud Barak’s best chance of being re-elected is to 
confront the voters with the draft of a ready-made agreement. 
Even in good circumstances this would be extraordinarily 
difficult, as the failure at Camp David this summer showed. 
Now, after two months of Palestinian violence and Israeli re- 
taliation, it may be near-impossible. But if Mr Barak, or a La- 
bour rival, goes down, to be succeeded by a hardline opposi- 
tion leader, the Middle East’s lights could go out, for a time. 

Both sides need an energetic push from outside to make 
the leap to sanity. In the end, only direct negotiation between 
their leaders can induce the two peoples to share their patch 
of land peacefully, and so allow the rest of the world to relax. 
But they probably still need to be escorted to that point. 

For the past seven years, America has laboured at the bro- 
kering job, with Bill Clinton showing more valiant commit- 
ment to the fine-toothcomb details of Israeli-Palestinian 
wrangling than could be expected from the president of the 
world’s only superpower. He can continue, for a bit. But that 
era is drawing to a close. Whoever is America’s next president 
(the Israelis would probably prefer Al Gore, the man they 
know; the Palestinians George W. Bush, the son of a man who 
once stood up to Israel), he is unlikely to dive into the Middle 
Eastern mess in time for Israel’s springtime election. 

The case for wider international participation is strength- 
ened by the Palestinians’ ebbing trust in America’s neutrality. 
They had, at one time, pressed for an American presence. But, 
after the collapse of the Camp David talks last July they came 
to suspect that Mr Clinton was less an honest broker than Mr 
Barak’s senior partner. Exaggerated as this perception is, the 
suspicion detracts from the Americans’ brokering skills. Their 
mediation remains as crucial as ever but, at least for now, it 
would be more effectively exercised in concert with other 
powers or groups of powers. 

Which powers might those be? The pickings are slim. The 
Soviet Union was co-sponsor with America of the original 
Madrid peace conference in 1991. But Russia, though a coun- 
ter-balance to America, carries little weight. The United Na- 
tions would be an obvious choice except that Israel distrusts 
the organisation, seeing it as incurably anti-Israeli. Kofi An- 
nan, the un’s secretary-general, has gone some way towards 
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tempering Israel’s hostility, but probably not far enough. 

Egypt, which though it has withdrawn its ambassador 
from Tel Aviv still maintains diplomatic relations with Israel, 
is a remote possibility but not, by any measurement, a neutral 
one. A more rational choice would be the European Union, if 
it could only get its foreign-policy act together. Europe has a 
historical interest in the area but not, so far, an effective one. 
Particularly since the Camp David conference, the ru has 
been careful to keep its economic and humanitarian interests 
strictly non-political, meekly accepting the role allotted to it of 
paying some of the Palestinians’ bills but not getting involved 
in politics or peacemaking. If there were ever a time for this ti- 
midity to change, it might be now. 


Oslo or post-Oslo? 


With or without an escort, what sort of peace agreement 
should the two sides be trying for? The Oslo-Camp David 
formula still contains the most promising elements of a per- 
manent agreement, but Palestinian rejection of Oslo is now so 
unanimous and so visceral that it is doubtful that Mr Arafat 
can sell his people any Oslo-shaped deal (see page 51). Even if 
a final peace deal were close, in many respects, to the Camp 
David compromise, the hope of Palestinian acceptance would 
improve if the wrapping were different. 

The Palestinians say repeatedly that they want any future 
talks to be based on the original Security Council resolution 
passed after the 1967 war. This demanded that Israel with- 
draw from occupied territory in return for security. The Pal- 
estinian leaders are not so naive as to think they will get unal- 
tered borders, but the emphasis would be changed. Instead of 
Israel offering drip-by-drip “concessions” on territory to the 
Palestinians, it would be called upon to defend its need to 
hang on to this or that piece of settler-occupied land. 

This would get the Palestinians back to the table but 
would Israel ever agree to such a controversial change of em- 
phasis? Mr Barak is already under fire from his own people 
for having offered too many concessions at Camp David, 
above all his ground-breaking decision to allow split sover- 
eignty over parts of East Jerusalem. It will be difficult for him 
to go several symbolic steps further. But unless he does some- 
thing of the kind, he is unlikely to get a solid agreement out of 
the Palestinians, however multilateral the escorting party. 

я 
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. Progress towa 
- regional trade 
path can lead to a world of free trade. 
claim coming out of the recent summits of 
Economic Co-operation forum and the Asso- 
t t Asian Nations. Australia, Japan, Mexico 
countries are also pursuing alternatives to multilat- 
lisation because, they say, progress in talks through 
_ the World Trade Organisation (уто) is too slow. Even China, 
. which is hoping to join the wro soon, is looking at regional- 
ism (see page зо). Yet, although it is possible to reconcile 
"regionalism in trade with progress towards free global trade, it 
also carries two big dangers: that it could slow or even derail 
. multilateral liberalisation, and that it could leave out many of 
һе world's poorest countries. 
The rhetoric coming out of Asia.sounds reasonable 
` enough. Most of the countries involved continue to pay lip 
service to the notion of a new round of global trade talks in 
‘the coming year, but they are not holding their breath. Stale- 
` mates between America, Europe and their smaller trading 
partners have been holding up plans for a new round. If these 
differences persist, it is better, so the argument goes, to make 
progress towards freer trade outside the wro's multilateral 
setting than not to make any progress at all. 
^. —A similar argument is heard with other recent trading alli- 
~ ances, such as Mexico's new agreement with the European 
Free Trade Association or Singapore's bilateral deal with New 
_ Zealand. These arrangements allow trade partners to break 
` down barriers between them without having to wait for the 
.. WIO: The partnerships are certainly in the self-interest of the 
‘countries involved. Yet the world may not always gain; trade 
can certainly be created, but it could also be diverted away 
from lower-cost producers outside the alliances. 

This trade-creation-versus-diversion . trade-off suggests 
that regional or bilateral trade deals need to be looked at criti- 
cally. But there is another, perhaps even bigger question: 
whether a regional approach might in the long run turn out to 


Responsible regionalism 


free global trade must not be side-tracked by bilateral or 












be a better way of liberalising world t 
occur more quickly if itis pursued w 
blocks, or if it takes place among al 
Present practice mixes these approa 
liberalisation within blocks such | 
and their followers, with multilatei 
place at the wto, but lagging well beh 
that, over time, deals between tta 
preferred form of trade negotiation 
worthwhile prizes to be gained В 
уто, so those deals may yet happi 
then lose interest, preferring to co 
portant markets--each others’. 


















Keeping the Geneva show on 
In the multilateral system, progress 
because every country has a veto and fashioning trade- 
takes time. In a regioralised world, progress could be quic 
both within and between blocks. But irreconcilable di 
ences could crop up under either approach. Worse, if c 
tries focus more on regional or bilateral deals, they may star 
through the wro is simply not worth 
teral system might end up being 
placed by one of several free-trade blocks, which may or 
not trade more or less freely with each other. 
That risks doing great harm to the world economy. / 
also risks excluding poor countries that lack the clout to j 
any of the regional trade blocks themselves. Perhaps the 
traders can be persuaded to let these countries ride on their 
coat-tails, by completing the process of opening their markets 
fully to the world's poorest countries. But the broader point i 
that countries that are constructing regional or bilateral trade _ 
blocks must ensure that they do not conflict with efforts to- 
wards multilateral liberalisation at the wro—or they will 
the first to suffer. .— | 


















The collapse of last weekend's UN summit on global warming is not the disaster 


that many claim 


EACTIONS to the breakdown of the un climate-change 
summit in The Hague have been little short of hysterical. 

. Although the assembled ministers worked night and day, and 
came tantalisingly close to an accord on implementing the 
1997 Kyoto treaty committing rich countries to cut emissions 
of greenhouse gases, they failed to sew it up. There was an im- 
mediate-outbreak of name-calling, with Britain's “macho” 
environment minister, John Prescott, claiming that his French 
opposite number, Dominique Voynet, had been too tired to 
understand the deal; and many others pointing fingers accus- 
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ingly at the Americans. Green lobbyists swiftly declared that 
the earth was doomed. m 
Yet this is rubbish. Global warming is at least а 100-y 
problem. It is ridiculous to suggest that the earth is in sudden 
peril because negotiators have failed to agree on remedial ac- 
tion today. Ministers plan to meet again in six months' time i 
Bonn to continue their talks. A few more months will make _ 
little difference—so long as the outcome is a sound treaty with | 
flexible provisions and institutions that endure. D 
The Hague meeting offered some grounds for optimism on _ 
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that front. The ideological gulf that had seemed to divide the 
United States and the European Union before the talks has 
largely been bridged. The ки softened its hostility to the use of 
flexible mechanisms such as emissions trading, which will 
greatly reduce any adverse economic impact from the Kvoto 
process. And on the thorny issue of treating forests as carbon 
“sinks” to absorb excess carbon dioxide, the two sides no lon- 
ger disagree on the principle of claiming credit for these, but 
only over how much to allow. Ultimately, the difference be- 
tween Europe and the United States narrowed to barely 20m 
tonnes worth of carbon emissions, an insignificant amount 
compared with humanity's annual release of some 6 billion 
tonnes. That is a gap that sensible diplomacy should be able 
to close in Bonn. 

Another reason for hope is the response of big business to 
the breakdown in The Hague. Three years ago, most business 
groups were rubbishing the science of global warming, issuing 
advertisements ridiculing the Kyoto process and noisily com- 
plaining about the deal that was then agreed. Now, even 
business has come to realise that global warming is a problem 
that needs some response, and is actively lobbying for a mar- 
ket-friendly version of Kyoto to be brought in (see page 77). 

Indeed, rather than cheering the collapse of the negotia- 
tions in The Hague, most business lobbies chastised ministers 
for not concluding a deal. They complain that they do not 
have sufficiently clear ground-rules for the green energy pro- 
jects, clean-development schemes and emissions-trading ini- 
tiatives on which they have been placing big bets. Moreover, 


most businesses and governments are already doing several 
things that should help with global warming, such as improv- 
ing energy efficiency, phasing out coal subsidies and trying to 
reduce traffic. These measures should proceed, Kyoto or no 
Kyoto, and unaffected by the failure to agree in The Hague. 


Look to GATT 


Nevertheless, The Hague was a missed opportunity. Progress 
towards a deal on sinks and on emissions trading was con- 
crete, and ministers should have consolidated it into a pact 
rather than disband amid acrimony and disarray. That is the 
lesson offered by the history of the Garr process of trade lib- 
eralisation, which has managed to prise open the world's 
markets in fits and starts since the end of the second world 
war. Through their intransigence in the closing hours, the 
European ministers may have let an imperfect but still help- 
ful compromise slip away. The resultant ill will may leave the 
United States' negotiators less ready to make concessions next 
time (especially if George W. Bush becomes American presi- 
dent and proves sceptical). 

Climate change is a global problem that requires a co- 
ordinated global response. Jan Pronk, the Dutch environment 
minister and president of the summit, struck the right tone 
when he mused that “we did not succeed...[but| looking 
back, I think it is better to say that perhaps we did not yet 
succeed." Ministers, especially the Europeans who obstructed 
the final deal, should take off their green-tinted glasses and 
prepare to do better in Bonn. 





Europe's choice 


An enlarged European Union must learn to accommodate different ideas of 
what “Europe” should be. If that means “two systems”, so be it 


HE main business of the European Union's summit in 

Nice next week is to prepare for the entry of as many as a 
dozen new members, most of them from Central Europe. De- 
cision-making in a larger Union, it is argued, will grind to a 
halt unless the veto powers of national governments are re- 
duced, unless the European Commission is restructured and 
votes in the Council of Ministers are “reweighted”. In the 
name of administrative efficiency, all these proposals would 
further reduce the sway of individual nations within the Eu. 

Some countries—Britain springs to mind—are uncomfort- 
able. That is no doubt why another idea is being put forward: 
that like-minded members keen on faster integration should 
be able to press on, leaving the less enthusiastic to join in 
later, maybe, once they understand their error. But Britain 
does not like that either. For the sake of unity, it says, the insti- 
tutions of the Union should develop at the same speed: 
slowly, if at all. This would be consistent with new ad hoc 
spheres of closer co-operation on matters such as defence. 

In Nice, therefore, two broad competing visions for the fu- 
ture of the Union will be in contention. The first is a Union of 
two, possibly diverging, systems. The other is a Union based 
on one encompassing system: a comparatively loose associa- 
tion, falling far short of a United States of Europe, with no 
"core" or "periphery", albeit with a patchwork of sub- 
systems to deal with specific areas of policy. 
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In many ways a Europe of this second kind would be a 
happier arrangement. It would be a more welcoming regime 
for new entrants, allaying any concerns about instant relega- 
tion to second-class status in the periphery. It would allow 
countries to deepen their co-operation in areas where they 
saw advantage, but not in others, meaning fewer awkward 
trade-offs for governments to explain to their voters. And 
there would be much less danger of friction between coun- 
tries in the core and countries outside it, friction which might 
deepen the divide between the two systems, and in the worst 
case even call into question the survival of the broader Union. 

Pleasant as a one-system limited-ambition ru would be, 
however, the idea fails to recognise the increasingly evident 
fact that in many places (notably France, Germany, Italy and 
the Benelux countries) governments believe that the Union's 
purpose is to pursue closer integration as an end in itself. It is 
simply not the case that some countries want to achieve 
deeper co-operation on criminal justice, say, while others 
want a European policy on taxes, and yet others want to 
speed integration on employment policy or social security. 
Would it were otherwise, but the Union divides fairly neatly 
into countries that want to deepen integration in all (or nearly 
all) such respects, and countries that do not. 

Provided countries in any emerging core do not renege on 
commitments already made to others under the Union's ex- 
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isting treaties, and so long as the core stays open to new mem- 
bers from the rest of the Union, the non-core countries have 
no good grounds to stop the ambitious integrators from mov- 
ing on. They can try to talk them out of it, by all means, and 
should do so; but there can be no justification for blocking or 
threatening to block such a development by means of the na- 
tional veto. That way lie frustration, acrimony and worse—the 
biggest threat, in fact, to harmonious relations in Europe. 


Bend or break 


If an understanding on this could be reached, other big ques- 
tions at Nice would be easier to resolve. In an enlarged Union, 
voting rules will indeed need to be changed, because with 
many more members it will be harder to form winning coali- 
tions: truly, the present rules are a formula for paralysis. The 


commission's proposal that votes should be decided by a 
simple double majority (of members, and of members' popu- 
lations) makes sense: compared with the current rules, it 
would result in far greater ease of action on questions subject 
to majority voting. The quid pro quo, however, should be 
great caution in extending the area over which majority vot- 
ing applies; and fresh restrictions should not be ruled out. 

Caution of this sort will be deplored as benighted Euro- 
scepticism. But why should it pose a problem? The countries 
that want to deepen their political integration would be free, 
on the two-systems approach, to do so. The countries that do 
not should neither halt the others' progress, nor themselves 
be forced along any faster than they wish to go. In arrange- 
ments such as this, when friends disagree, it is better to ac- 
commodate than deny. 





Fox's political challenge 


Sustaining Mexico's reforms requires more than slick marketing 


NIE have every reason to be proud this week. 
While Americans swap allegations of electoral mal- 
practice, south of the Rio Grande an unprecedented demo- 
cratic transition is taking place. The presidential sash that Vi- 
cente Fox receives from Ernesto Zedillo on December 1st will 
mark not just the end of seven decades of rule by the Institu- 
tional Revolutionary Party (рки), but the first time in Mexico's 
history that power has shifted from government to opposi- 
tion as a result of an election and without violence. Unlike the 
past four presidential handovers, this one is also mercifully 
free of the customary economic crisis. 

Mr Fox takes charge of a country that has started to show 
some of the benefits of 15 years of liberal reform. The econ- 
omy is growing at 7%, thanks in part to its umbilical link to the 
booming United States through the North American Free- 
Trade Agreement (NAFTA). The challenge facing the new presi- 
dent is not just to turn this burst of rapid growth into lasting 
prosperity, but also to ensure that all Mexicans have an equal 
chance of sharing in its fruits and those of democracy, by 
consolidating reform and taking it further. 

The first requirement is for careful management. The 
economy shows signs of overheating. That could be the pre- 
lude to a crash, were the American economy to slow sharply. 
Sustaining growth and helping the poorest Mexicans require 
structural changes, including a difficult tax reform. Privatising 
Pemex, the state oil firm, as well as the electricity system 
would be desirable, but has been judged politically impossi- 
ble. Instead, Mr Fox plans merely to modernise them. 

Mexico now has clean elections, but the remnants of the 
old system, based on political favour and a corrupt system of 
spoils, live on in institutions such as the police and the trade 
unions, and in petty officialdom. All require reform. 

Conscious of this, Mr Fox has stuffed his cabinet with 
private businessmen (see page 47). They include his finance 
minister, Francisco Gil Diaz, who has a reputation as a tough, 
honest reformer and fiscal disciplinarian. Such appointments 
are welcome evidence not just that Mr Fox plans to continue 
the broad thrust of Mr Zedillo's economic policies, but also of 
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a desire to bring sharper management to government. 

But, with few exceptions, the new team lacks political ex- 
perience. That is unfortunate. Not only does Mr Fox’s party (of 
which he is a semi-detached member) lack a majority in 
Congress, let alone the two-thirds required to change the con- 
stitution, but a Mexican president's formal powers are rela- 
tively weak—something which never mattered under the pri. 

Mr Fox has two big assets. He is a democrat, with unques- 
tionable legitimacy. And he is a brilliant salesman, as befits a 
former manager of Coca-Cola. But reform is a harder sell 
than sweet fizz. Alongside slick marketing, what is needed is 
the skilful choice of priorities, the nurturing of alliances for 
change, and persistence as well as popularity-seeking. 


Setting an example 


The advent of President Fox is an important milestone for 
Latin America as well as for Mexico. It comes at a moment 
when political turmoil in the Andes, and a lingering recession 
in Argentina, have prompted a new bout of gloom about the 
prospects of liberal reform in the region (see page 23). This 
week's successful transition in Mexico helps to put such talk 
into perspective. It is a reminder that economic reform can 
help to promote democracy. But it also shows that democracy 
itself is just as important if countries are to prosper. 

Many Latin American governments, especially minority 
ones, have found that democratic rules sometimes make it 
hard to implement reform, especially where old-fashioned 
politics still predominate. But while the democratic road may 
at times be slow and difficult, it leads in a safer direction than 
authoritarianism. The mess into which Alberto Fujimori has 
plunged Peru’s economy this year by his unconstitutional at- 
tempt to prolong his rule is compelling testament to this. 

Hard though it is to be patient, both investors and ordin- 
ary Latin Americans should be wary of promised overnight 
miracles. For Mr Fox, too, the biggest burden is that of Mexi- 
cans’ exaggerated expectations. His first six months will be 
important, but he deserves to be judged over his full six years. 
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The slow road to reform 


After a decade or more of liberalisation, democracy and the economy are 
thriving in some Latin American countries and struggling in others. Why? 


GENERATION ago, the gritty Buenos 

ires suburb of La Matanza was a sym- 

bol of economic hope. Its car factories, 

metal-bashing plants and textile mills drew 

migrants from the interior of Argentina. 

They represented the dream of national in- 

dustrial development, nurtured by tariff 
protection and subsidies. 

Nowadays, most of La Matanza's fac- 
tories are empty and abandoned. They were 
unable to compete when Argentina opened 
its economy to the world a decade ago. Not 
much, apart from a gleaming new Wal-Mart 
store, has taken their place. Of La Matanza's 
1.3m people, some 100,000 are unemployed 
and 36% live in poverty. Hidden behind the 
main roads lined with cheap shops, the dis- 
trict is studded with shanty towns of flimsy 
huts of wood and corrugated iron, rutted 
mud streets and hustling youths. 

Argentina’s economy is struggling to pull 
outofadeepslump. Last month, as investors 
began to worry that it might be heading for 
default on its debts, officials began talks with 
the mF over an emergency loan. 

On thestreets, too, frustration is growing. 
Last week, unions staged a general strike. 


Earlier in November, unemployed protes- 
ters in La Matanza had for a week blocked 
Ruta 3, the main road south from Buenos 
Aires to Patagonia. Their leaders denounced 
“neo-liberalism”. Yet their demands were 
unrevolutionary. They settled for promises 
from President Fernando de la Rua’s govern- 
ment of an extra 10,000 places on a workfare 
scheme (paying $120 a month), food aid and 
the building of 30 new schools. 

Argentina's plight is all the more striking, 
because it had been widely seen as an ad- 
vertisement for the liberal reforms that 
swept across the region a decade or so ago. 
These centred on overcoming inflation 
through macroeconomic discipline and 
open trade; openness to foreign investment; 
more flexible labour markets; large-scale pri- 
vatisation;and a smaller, more efficient state 
that would concentrate on delivering better 
schools and health services. 

These reforms were enthusiastically 
backed by the mF and the World Bank, but 
in many countries the push for them came 
from within. It followed the restoration or 
renewal of democracy in Latin America dur- 
ing the 19805, and was a reaction to the fail- 





ure—expressed in the debt crisis of 1982 and 
the “lost decade” that followed—of the pre- 
vious orthodoxy of state-sponsored and 
protectionist industrialisation, of the kind 
chat gave La Matanza its factories. 


Hopes raised and dashed 


it was quickly recognised that successful 
market economies required not just price 
stability but broad and deep institutional re- 
огт: overhaul of taxes, legal systems and 
capital markets. Even so. hopes were hi 
zhat with the cold war over, dictators swept 
away and seemingly wide support for liberal 
capitalism, Latin America could achieve 
both rapid economic growth and stable de- 
mocracy. 

A decade on, the overall results have 
been disappointing. In the 1990s, the region's 
economies grew by an average of 3% a year: 
somewhat faster than the 2% achieved in the 
previous decade, but more slowly than most 
Asian economies, including those of South 
Asia. Factor in the increase in the region's 
population, and between 1990 and 1999 GDP 
per head in Latin America expanded by an 
annual average of 1.1%, according to the 
World Bank. That was better than in the 
1980s, when it fell slightly, but less good than 
in the 1960s and 1970s, when it increased by 
2.5% and 3.5% respectively. 

Unsurprisingly, those countries which 
reformed most, such as Chile, Argentina and 
Bolivia, have done better than those, such as 
Venezuela and Ecuador, which did least. 
And inflation has fallen dramatically: next 
year, it will be in single digits almost every- 
where except Ecuador. But the growth has 
not been enough to reduce poverty. The 
World Bank estimates that in 1998 some 36% 
ofthe soom people in Latin America and the 
Caribbean were poor (meaning that they 
lived on less than $2 per day), compared 
with 38% in 1989. Some 16%, down from 18% 
in 1989, were defined as being in extreme 
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poverty (livingon less than $1 per day). 

To make matters worse, Latin America 
hasremained prey toboom and bust. The re- 
gion has suffered two recessions in the past 
five years. The first was the "tequila" crisis, 
triggered by Mexico's 1994-95 devaluation, 
which hit Argentina badly as well. A second 
recession battered the region in 1998-99, 
prompted by problems in Asia and Russia 
and by Brazil’s devaluation. Although 
growth for the region asa whole is likely to be 
around 4% this year and next, some coun- 
tries, such as Argentina, will lag. 


Political stumbles 

Nor has the progress of democracy been 
uniformly smooth. This year has seen tur- 
moil in the Andean countries in particular. 
Ecuador's president was ousted in a blood- 
less military coup in January, although 
power was handed to his vice-president. 
Peru faces a difficult political transition after 
Alberto Fujimori was forced by scandals, in- 
cluding a rigged election, to step down as 
president last month. In Colombia, peace 
talks with the left-wing rarc guerrillas, 
launched by President Andres Pastrana two 
years ago, have stalled. Violence and kid- 
napping have sapped economic confidence. 

In Venezuela, President Hugo Chavez, a 
former paratroop officer and failed coup 
leader, preaches against “rotten” represen- 
tative democracy, preferring the “participa- 
tory” sort. In practice, he is ruling by plebi- 
scite. He has concentrated power in his own 
hands, while increasing the political role of 
the armed forces. Elsewhere, democracy has 
faced various threats in Paraguay, Haiti and 
Nicaragua; in Cuba, it has yet to arrive. 

Even where democracy seems secure, 
opinion polls regularly show that Latin 
Americans are dissatisfied with the way it is 
working and gloomy about the economic fu- 
ture. Mr Chavez apart, this has not (or not so 
far) translated into a return to power of the 
populist caudillos of the past. But these re- 
cent setbacks have prompted much hand- 
wringing. Summing up the new mood, Peter 
Hakim, an experienced observer of the re- 
gion, asked earlier this year in Foreign Policy 
magazine whether Latin America was 
“doomed to failure”. 

The answer (as Mr Hakim admitted) is 
no. The setbacks are real enough. But there 
are some big successes, too. They include 
Brazil and Mexico, which between them ac- 
count for half the region’s population and 
almost 60% of its GDP. Not only is Mexico 
celebrating a democratic milestone this 
week with the inauguration of an opposi- 
tion president, Vicente Fox (see page 47); but, 
thanks in part to its links to the booming Un- 
ited States, Mexico’s economy has grown at 
an annual average rate of 5% since 1996. 

Brazil’s devaluation last year, though 
chaotic, was successful. Having finally van- 
quished decades of inflation, the economy 
should be able to grow steadily by at least 4% 
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a year. Faster growth depends on further re- 
form, especially of tax and capital markets, 
and also on who succeeds President Fer- 
nando Henrique Cardoso in 2002. But Bra- 
zil's democracy looks vigorous. 

Other, smaller, countries, such as the 
Dominican Republic and parts of Central 
America, have also seen growth. And Chile, 
long the region's most successful economic 
reformer, has recovered from recession— 
though it may find it hard to return to growth 
rates which averaged 8.3% from 1991-97. 


Investment and inequality 


Latin American reform has not suffered gen- 
eral failure, nor does it face a regionwide 
backlash. Far from it. Ecuador's new govern- 
ment has stabilised the economy by adopt- 
ing the dollar, and has pushed ahead with 
reforms. As the price of rwr help, Argentina’s 
government has agreed with opposition 
provincial governors on fiscal reforms. El 
Salvador, too, plans to adopt the dollar—not, 


as in Ecuador, to stave off hyperinflation, 
but to cut its borrowing costs. 

But some countries have managed to re- 
form more effectively than others; and the 
reforms themselves have been unable to 
eliminate some of Latin America’s deep- 
rooted weaknesses. This is true on both the 
political and the economic fronts. 

First among the traditional economic 
weaknesses is Latin America’s dependence 
on foreign capital. This lies at the heart of its 
vulnerability to outside events. Although the 
region’s economies were slightly less volatile 
in the 1990s than in previous years, the insta- 
bility continues. It contributes to a vicious 
circle, in which uncertainty discourages 
long-term planning by business and politi- 
cians alike. It is also one reason why Latin 
America finds it hard to match East Asian 
growth rates. 

Latin America’s bursts of growth in the 
1990s coincided with periods of cheap and 
abundant foreign capital, when investors 
became besotted with emerging markets Yet 
those years now look like an exception. De- 
spite generally good economic prospects in 
Latin America, private capital inflows (net of 
outflows) to the region are likely to total 
around $80 billion this year and next, down 
from $109 billion in 1997, according to the In- 
stitute of International Finance, a bankers’ 
association. 

Slackening demand for Latin American 
stocks and bonds this year reflects a broader 
fear of risk (see chart 2). But it also shows a 
change of attitude. Lacey Gallagher of csrs, 
an investment bank, says that until the Rus- 
sian default of 1998, investors thought that 
most Latin American countries would pro- 
gress smoothly to an “investment” grade (ie, 
safe) credit rating, a coveted status enjoyed 
only by Chile, Uruguay and, since last 
March, Mexico. "Now expectations are more 
realistic about what these countries' perfor- 
mance will be,” she says. As portfolio invest- 
ment hasdeclined, the share of direct invest- 
ment in factories and businesses by 
multinationals has increased. And most of 
the inflow has gone to Mexico and Brazil. 

A second traditional weakness has been 
economic inequality, in which the region, 
sadly, leads the world. Where growth has 
been fast, as in Chile and Mexico, poverty 
has declined, but huge income inequalities 
persist. Tackling them needs better educa- 
tion systems and, in some countries, land re- 
form. It also probably requires measures to 
make both taxes and government spending 
more equitable—without hobbling econ- 
omic efficiency. "There is not necessarily a 
trade-off between equity and growth,” ar- 
gues Nancy Birdsall, of the Camegie Endow- 
ment, a Washington think-tank. “If 40% of 
the population are unable to be productive, 
that will be a drag on overall growth." 

All this leaves governments with work to 
do. Besides scarcer foreign finance, contin- 
ued economic volatility, and high levels of 
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poverty and inequality, there are other diffi- 
culties. Latin America has a savings rate that 
istoolow, though higher savings are as much 
a consequence as a cause of growth. Second, 
Mexico and Chile apart, the region's export 
performance has been disappointing. Many 
countries still rely on a handful of commod- 
ity exports, whose prices lurch upand down. 
Improving export performance requires 
avoiding overvalued exchange rates—one 
reason why Argentina, with its fixed ex- 
change rate, is in trouble. 

Whatare the policy implications of this? 
First, fiscal policy needs tobe tighter, to boost 
savings and to allow higher social spending 
when recession strikes. Although govern- 
ments are no longer printing funny money 
(Venezuela, in part, excepted), Chile is the 
only Latin American country that has man- 
aged toconducta counter-cyclical fiscal pol- 
icy. The governmentof Ricardo Lagos, which 
took office in March, says it plans to run afis- 
cal surplus averaging 1% of Gpr over its term. 

Second, banking supervision needs to be 
stricter, especially in the weaker economies. 
All the Andean countries saw credit bubbles 
in the mid-1990s, followed by bank failures 
of varying severity. In Ecuador, the cost of 
the collapse of the financial system in 
1998-99 may equal 22% of GDF, making it one 
of the worst banking crises of modern times. 
While guarding against such risks, capital 
markets also need to be deepened and cor- 
porate governance improved if businesses, 
especially small and medium ones, are to get 
the capital they need. And governments 
need to sweep away the red tape that stifles 
enterprise. 

Lastly, social safety nets need to be im- 
proved. Over the past decade, not only has 
unemployment risen in many Latin Ameri- 
can countries, but many of the new jobs 
have been created in the "informal" sector 
(seechart 3). When recession and unemploy- 
ment strike, there is little or no automatic 
help, as the example of La Matanza shows. 
Unemployment-insurance schemes are 
rare, though Chile now plans to introduce 
one. "In Europe, the debate is over how to 
dismantle a rigid welfare state. For us, it's 
how tohavea few rules for more socially just 
growth,” says Mr Lagos. 


New economics, same old politics 
Many policymakers are well aware of what 
needs to be done. Whatever their defects, 
Latin America's economies are in general far 
better managed than in the past. But imple- 
menting reforms, especially those aimed at 
improving institutions and alleviating pov- 
erty, often involves taking on powerful inter- 
ests. And there’s the rub. 

A decade ago, the airy assumption of 
technocratic reformers seemed to be that 
politics did not matter. In some cases, that 
was because they worked for strong, 
authoritarian presidents, such as Mexico's 
Carlos Salinas or Peru's Alberto Fujimori (as, 
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earlier, market reformers had worked for 
Chile's Augusto Pinochet). In other cases, it 
was because they believed thateconomic re- 
form would automatically lead to political 
modernisation. 

There has been some link between the 
two. It is hard to imagine that Mr Fox would 
have won Mexico's presidency without the 
economic reforms of the past decade. Voters 
in many countries have favoured politicians 
who have achieved low inflation. But, in 
general, governments have found institu- 
tional reforms far harder than stabilising 
prices. Though democratic politicians and 
economic reformers can agree on the need 
for more efficient and accountable institu- 
tions, in practice change is often resisted. 

Latin American traditions of populism, 
clientelism, corporatism and corruption 
may ultimately be weakened by economic 
reform, but they are not immediately elimi- 
nated by it. Francisco Panizza, a political sci- 
entist at the London School of Economics, 
argues in an article in the latest issue of the 
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Journal of Latin American Studies that the 
ability of governments to implement reform 
has had much todo with the success of mod- 
ernising leaders, such as Mr Cardoso in Brazil 
and Carlos Menem in Argentina, in recruit- 
ing “traditional” politicians tosupport them. 

Those alliances have carried a price. For 
six years, for example, Mr Cardoso has failed 
toachieve tax reform. Argentina’s difficulties 
now owe much to Mr Menem’s failure to re- 
form public spending. And Mr de la Rua’s 
government could spend more on helping 
the unemployed of La Matanza if Argen- 
tina’s party bosses did not stuff public pay- 
rolls with their hangers-on. 

The vices of traditional politics have 
done even more to limit reform elsewhere. 
Mr Chavez's rise in Venezuela, for example, 
owes much to the corruption of the tradi- 
tional parties that ruled the country for the 
previous four decades. One reason for the 
deep-rooted public mistrust which, until 
now, has blocked privatisation in Ecuador is 
that some of privatisation’s political backers 
havea long history of using public policies to 
promote private interests. 

Flawed democracy is still far better than 
no democracy, for economics as well as hu- 
man rights. Edmundo Jarquin of the Inter- 
American Development Bank points out 
that, by generating political instability, lack 
of democracy contributed greatly to Latin 
America’s economic volatility in times 
past—as, this year, it did in Peru. 

Even so, the survival of traditional poli- 
tics and unreformed institutions has led 
some commentators to return, with a 
gloomy new insistence, to cultural factors, 
including Latin America’s “Iberian” heritage, 
to explain reform’s difficulties. These may 
play a role, but they cannot explain why 
some reform attempts succeed. 

Other analysts stress splits within coun- 
tries between the modern. internationalised, 
economy and the large and growing infor- 
mal sector. They think the growth of the in- 
formaleconomy has weakened the state and 
political parties—fertile ground for caudi- 
llos, whether of the left, like Mr Chavez, or 
the right, like Mr Fujimori. 

All these analyses recognise that reform 
does not happen in a vacuum. Certain coun- 
tries, including some in the Andes and Cen- 
tral America, had more vulnerable econo- 
mies and weaker institutions when reform 
started. "The conditions one starts from do 
have a powerful impact on how far you get 
and how hard it is, and that has been under- 
recognised," says David de Ferranti, the 
World Bank's top official for Latin America. 

In other words, the right policies are not 
enough on their own. Politics, institutions 
and ways of behaviour also need to change. 
And progress is being made, though slowly. 
Ifthatisnot much consolation in places such 
as La Matanza, it is up to the region's demo- 
cratic politicians to put it right. 

E m 
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Still no winner 


George W. Bush was certi- 
fied as the winner in Florida 
and proclaimed himself 
America's president-elect on 
ту. He named his running 
mate, Dick Cheney, as head of 
the transition team and An- 
drew Card, a long-time Bush 
loyalist, as his chief of staff. 
He also announced that he 
would be moving to the tran- 
sition office in Washington, al- 
though the federal govern- 
ment refused to make either 
the office, or funds, available. 





Al Gore continued with his 
legal challenges. In a nation- 
wide televised address, he re- 
peated that every vote had to 
be counted properly. He asked 
a Florida court to overturn the 
result of the election, and also 
filed a motion to seek a new 
vote in Palm Beach County, 
where a confusing ballot pa- 
per was said to have cost him 
votes. Opinion polls were 
turning against him; roughly 
60% of those polled said he 
should concede. 


A Florida circuit-court judge 
ordered all ballots cast in Palm 
Beach and Miami-Dade, more 
than 1m in total, to be de- 
livered to his court for a prob- 
able recount. 


The ruling Liberal party won a 
big victory in Canada’s gen- 
eral election, increasing its ma- 
jority. The result was a per- 
sonal triumph for Prime 
Minister Jean Chrétien, giving 
him his third consecutive ma- 
jority government. 


Ahead of his inauguration as 
Mexico's president on De- 
cember 1st, Vicente Fox com- 
pleted his cabinet. It includes 
several businessmen, former 
government officials and left- 
wing academics, but not many 
politicians. 





Jean-Bertrand Aristide, a for- 
mer president, was declared 
the winner of Haiti's presi- 
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dential election with 92% of. 
the votes. The opposition had 
boycotted the poll. 


Peru continued its post-Fuji- 
mori clean-up. Its caretaker 
president, Valentin Paniagua, 
swore in a new cabinet of 
moderate democrats. Thirteen 
army generals were told to 
take early retirement, and 
Swiss prosecutors found $22m 
in more bank accounts be- 
longing to Vladimiro Montesi- 
nos, Alberto Fujimori's dis- 
graced spy chief. 


Secure in Europe 


At a meeting of the Organisa- 
tion for Security and Co-oper- 
ation in Europe, Russia vetoed 
a proposal to send a new mis- 
sion to strife-torn Chechnya; 
it also vetoed a document on 
the protection of children in 
war. The osce did welcome 
Yugoslavia and agreed to try 
to curb sales of light weapons 
and to combat illegal traffick- 


ing in people. 








A former Communist, Ion Ii- 
escu, won the first round of 
Romania’s presidential elec- 
tion with 37% of the votes cast. 
He looks set to win a run-off 
on December 10th against Va- 
dim Tudor, an extreme 
nationalist, who came second 
with 28%. 


The European Commission 
suggested a temporary ban on 
meat-based feed for animals 
and the exclusion of all cattle 
over 30 months old from the 
ЕШ food chain, unless first 
tested for Bse, mad cow dis- 
ease. Sales of beef in Ger- 
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many slumped after the dis- 
covery of cases of sse there. 


Russia, accusing Georgia's 
government of helping Che- 
chen rebels, is to impose a 
visa regime on Georgians, who 
have previously been able to 
work and travel in Russia 
visa-free. 


The lower house of the Dutch 
parliament passed a bill lega- 
lising voluntary euthanasia. 


Israel votes 


Forestalling an opposition call 
for an early Israeli election, 
Ehud Barak himself an- 
nounced one, probably for 
next May. He also proposed 
extending the interim peace 
accords, recognising a Palestin- 
ian state and withdrawing 
from more of the West Bank. 


Muhammad Khatami, Iran's 
normally cautious president, 
was forthright in expressing 
his frustration at the way that 
the country’s hardline judi- 
ciary has blocked the path to 
reform. 


Worried by the deepening cri- 
sis over land rights in Zimba- 
bwe, South Africa’s president, 
Thabo Mbeki, and Nigeria’s 
president, Olusegun Obasanjo, 
met Zimbabwe's president, 
Robert Mugabe, for talks. 








Trade unionists in Swazi- 
land, backed by colleagues in 
South Africa, began a block- 
ade of the tiny kingdom's bor- 
ders. They are demanding that 
the country’s absolute mon- 
arch allow it some democracy. 


س 





The uw's peacekeepers in 
Ethiopia and Eritrea 


| opened the first land corridor 


between the two countries 
since they ended their two- 
year civil war. 


A uN update on the AIDS 


| epidemic reported that of the 


3m deaths this year, 8096 were 
in Africa. On a lesser scale, 
there has been a sharp rise in 
infections among drug users in 
Central and Eastern Europe. 


Night of protest 





t da 
As the Philippine Senate pre- 
pared to try President Jo- 
seph Estrada on corruption 
charges, 20,000 people staged 
an all-night vigil outside the 
presidential palace in Manila, 
calling on him to step down. 


The Russian defence minister, 
Igor Sergeyev, said that North 
Korea could safely cut its 
1.2m-strong army because of 
reduced tension on the Korean 
peninsula. A group of 100 
North Koreans arrived in 
Seoul for a second round of 
family reunions. 


India called a ceasefire in 
Kashmir, to coincide with 
the Muslim holy month of 
Ramadan, but said it was not 
ready to have talks with Pak- 
istan on the future of the dis- 
puted state. 


Seven Chinese accused of 
murder and other crimes of 
violence were executed in 
the western city of Urumqi. 
Violence is rising throughout 
the country, according to Chi- 
nese newspapers. 
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A planned restructuring at 
Mitsubishi Motors, a Japa- 
nese car company that is 34% 
owned by DaimlerChrysler, 
appeared to go on hold after 
‘Mitsubishi: agreed to bail out 
. its loss-making Australian 
subsidiary to the tune of 
A$172m ($90m). 





.. | General Electric named Jef- 
E frey Immelt as its next chair- 
man and chief executive. He 
will take over from "Neutron 
Jack” Welch, who has post- 
poned his retirement until the. 
end of 2001 in order to oversee 


Honeywell. 


Qantas, Australia’ s leading 
airline, is to spend $4.6 billion 
on 31 new aircraft over the 
next ten years, including 12 
new A3xx "superjumbos" 
from Airbus. This gives the 
European consortium enough 
orders for a formal launch of 
its new aricraft. Though this is 
a significant victory for Airbus 
over ае Qantas will also 
buy six | ке 7475. Boe- 
ing said that sales of its 
smaller 777 will exceed $18 bil- 
lion this year, well ahead of 
similar Airbus planes. 





_ | a potentially tricky takeover of 











Creditors of Daewoo Motor, 
an insolvent South Korean car 
maker, agreed to provide fur- 


zi: ther loans of 728 billion won 


($605m), after the unions had 
accepted a restructuring that 


“would include job cuts and 


sales of assets. This may help 
to persuade General Motors 
arid Fiat to buy Daewoo. 


Glaxo Wellcome, a British 
drug company, withdrew Lo- 
tronex, its irritable-bowel syn- 
drome treatment, from the 
American market because of 
worries by the Food and Drug 
Administration over its side- 


| effects. It is unlikely that the 


drug will now be launched in 
other countries, and it may be 
withdrawn elsewhere. 


Weyerhaeuser, an American 
forest-products company, 
made a $5.4 billion hostile bid 
for à rival, Willamette 
Industries after the latter re- 
jected an unsolicited offer. 
Weyerhaeuser did not increase 
its price, although it may yet 
be forced to go higher to beat 
out rivals. 


Hans off 


Hans Snook, the unconven- 
tional chief executive of 
Orange, is to step down after 
the mobile-phone company 
floats next year. Mr Snook will 
be replaced by Jean-Francois 
Pontal from France Telecom, 
which acquired Orange earlier 
this year. 


NTT DoCoMo, Japan's larg- 
est mobile-phone operator, 
confirmed its purchase of a 
16% stake in АТӘТ Wireless. 
DoCoMo is keen to promote 
its third-generation mobile 


| technology; and arat Wire- 


less, which is soon to become 
a separate company after its 
parent splits up, needs the 
cash to pay for bids for Amer- 
ican wireless spectrum. 


Lernout & Hauspie, a trou- 
bled Belgian speech-recogni- 
tion software firm, me for 
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| bankruptcy protection after 

| finding $100m in cash missing 
from its South Korean unit. 
L&n's shares were suspended 
l'a month ago after accounting 
errors had been reported; its 
two founders have-both quit 
the company. 





| 


i s 


Sema Group, an Anglo- 
French computer-services out- 
sourcing company, issued a 
profits warning that sent its 
shares nosediving by 44%. Its 
shares were hit again when a 
non-executive director re- 
signed after selling shares 
when forbidden to do % by 
stockmarket rules. Ina market: 
rapidly becoming dominated. 
by large companies offering 
global services, medium-sized 
companies are losing out. 





Time, gentlemen 


traditional, blue-blooded 
stockbroking, announced that 
it would become a public 
company and abandon а 
partnership structure that has 
seen it through 177 years. Ca- 
zenove, which could. be worth 
around £15 billion ($2.1 bil- 
lion), is a niche outfit; but 
around half of Britain's top 
100 companies are clier:ts of 
the firm. 


Crédit Agricole, а mutually 
owned French bank, stepped 
in to help Lazard, an invest- 


wanted shareholder, Vincent 
Bolloré. He sold a-31% stake in 
Rue Impériale de Lyon, one of 


zard shares, to Crédit Agricole 
for а bili lion (goo). In- 
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Cazenove, the last bastion of 


ment bank, rid itself of an un- 


the holding companies for La- 




































"the thin quarter 
GDP growing at 2.4% (rather | 
than 2.7%), the slowest for four 
years. The Conference Board 
. index showed that consumer. 

confidence in November was 
. at its lowest for more than 
гуеаг. And durable-goods 

ders fell by 5.5% in Oc 

after tising by 2.4 

vious month. America 

tech Nasdaq stockmar 

another bad week fal 

just: above 2,700, its 
level for more than à year. 











Growth slowed in both 
France and Germany. 
French cpr growth in the 
third quarter was 2.7 % at an 
annual rate, compared with 
33% in the second quarter, . 
Germany's growth slackened 
off even more strikingly, to 

| 2.3% at an annual rate com- 
pared with 4.6% in the previ- 
ous quarter. 

















South-East Asia's problem trio 


BANGKOK, JAKARTA AND MANILA 


Stalled reforms and political chaos continue to hold back Thailand, Indonesia 
and the Philippines. The next few months could prove decisive 


O STOCKMARKET investors, they are 

puny little exchanges that are easy to ig- 
nore now that they do not offer miracle pro- 
fits. Despite their tiny bourses, however, 
Thailand, Indonesia and the Philippines are 
three of the biggest countries in Asia, with 
nearly 350m people between them. After the 
regional downturn of 1997-98, over 85m of 
those people are now defined as poor, a 50% 
increase in just three years; many more are 
dangling just above the official poverty line. 
But thesecountries show few signs of renew- 
ing their once impressive assault on poverty. 
Instead, as the rest of Asia races out of reces- 
sion, all three have fallen into political tiger 
traps. The events of the next few months 
could decide whether they scramble 
free—or remain permanently ensnared. 

On December 7th, senatorsin the Philip- 
pines will start the trial of President Joseph 
Estrada, who is accused of accepting almost 
$um in diverted taxes and illegal gambling 
receipts. Mr Estrada may yet prevail, doing 
more damage to the economy and to confi- 
dence in his country's democracy. The future 
of Thailand's democracy will also be tested, 
in parliamentary elections scheduled for 
January 6th. They will be the first under a 
new constitution that was designed to re- 
duce corruption. But there are already wide- 
spread reports of campaign abuses, and the 


THE FCONOMIST DECEMBER 2ND 2000 


outcome could prove a big step backwards. 
In Indonesia, the parliament is examining 
two corruption charges against Abdurrah- 
man Wahid, only 13 months into his five- 
year term. His enemies will no doubt soon 
renew their efforts to topple him. 

None of this is helping the three coun- 
tries to recover. The Asian Development 
Bank issued fresh forecasts this week, 
suggesting that the Philippines will grow by 
only 3.3% next year. Many private econo- 
mists doubt whether it will even exceed its 
2% annual population growth, especially if 
the impeachment hearings turn intoa fiasco. 
Thailand and Indonesia are not expected to 
do much better, growing by perhaps 4-5% 
this year and next. Given their stage of de- 
velopmentand the near double-digit growth 
of their Asian neighbours and competitors 
(whose performance the problem cases used 
easily to match), this is not nearly as high as it 
ought to be. And even this may not prove 
sustainable. 

Political shortcomings clearly take much 
of the blame. Thailand and Indonesia have 
been far less successful than their neigh- 
bours in dealing with high levels of dubious 
corporate debt. Mr Estrada has too fre- 
quently intervened on behalf of his friends, 
and Mr Wahid has been overly meddlesome 
too. None of the three governments can offer 





investors a compelling case for doing busi- 
ness in their countries. 

Investors are not the only ones turned off 
by all of this. Neighbouring governments, 
too, are running out of patience. This is espe- 
cially true of Singapore, long a financial and 
trade hub for South-East Asia. Its govern- 
ment is now forging its own bilateral ties 
with the more promising countries in the Pa- 
cific region. The stragglers, however, do not 
really seem to understand why. Instead they 
sense plots. After courting Singapore assidu- 
ously during his first months in office, Mr 
Wahid lashed out last week. He told a group 
of his businessmen that the Chinese-major- 
ity city-state was biased against Malays—the 
largestethnic groupin Indonesia and Malay- 
sia—and suggested that the twojoin forces to 
cut off Singapore’s water supply. 


Moredemocracy would help 


While financial markets and diplomacy fail 
tospark any changes, some optimists are still 
hoping that democracy will do the trick. But 
regrettably, it is still struggling to take root in 
all three countries. Filipinos are divided, for 





| Not big enough 
Total market capitalisation, October 31st 2000 
$bn 0 100 — 200 зо 
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instance, over the “people power" demon- 
strations that are now aimed at bringing 
down Mr Estrada. When deployed in 1986 
against Ferdinand Marcos—a long-standing 
dictator—these were clearly a good idea, as 
well as a successful one. 

But many of Mr Estrada's supporters, es- 
pecially among the poor, now complain that 
all politicians are the same, and that at- 
tempts to remove him will make little differ- 
ence to the quality of their lives. Impeach- 
ment proceedings are one thing, they say; 
but forcing him to resign through street de- 
monstrations is not democratic. Mr Estrada's 
opponents counter that a new president will 
indeed make a difference, since his constitu- 
tional successor, Gloria Macapagal Arroyo, 
will be both cleaner and more competent. 
They also argue that if Mr Estrada were to 
survive the impeachment through bribery, 
or through the blind loyalty of a handful of 
his senators, this could hardly be billed as a 
triumph for democracy. 

In Indonesia, which has a similar set of 
problems, reform-minded onlookers would 
be more sceptical of efforts to impeach Mr 
Wahid. This is not because they doubt the 
charges against him: he has already admit- 
ted taking $2m from the Sultan of Brunei, 
though he says it was for a good cause. In- 
stead, as in the case of the Philippines, it is 
partly aquestion ofcompetence. Mr Wahid's 
vice president, Megawati Sukarnoputri, can- 
not boast nearly as much of it as her Filipina 
counterpart, though she has performed 
more ably in cabinet meetings lately, follow- 
ing a deal with Mr Wahid that gave her more 
responsibility. 

The other problem in Indonesia is that 
neither of the two leaders is a clear advocate 
of reform. Mr Wahid is slowly trying to clean 
up the judiciary and other institutions, but 
undermines these efforts by interfering in 
individual cases. Miss Megawati has a 
cleaner reputation, but would be far less 
likely to reform the armed forces or the legal 
system. After 32 years of dictatorship, it ap- 
pears, there is no simple way to give more 
power to the people. 

Thailand, which has a different system 
again, is taking a more intriguing approach 
towards people power. Its new constitution 
grants sweeping powers to an anti-corrup- 
tion board, requiring it to investigate dodgy 
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politicians and making it easier to boot them 
from office. Instead of taking to the streets, 
groups of Thai voters are taking evidence of 
electoral fraud to the new watchdogs. Al- 
though Thai politics has always rewarded 
cynicism, the new system just might make a 
difference. 

But will any of these events really affect 
the lives of all those poor folk? Corrupt 
Asians, and their foreign friends, boast of the 
rapid growth they achieved under the old 
system. Those days, however, are probably 
gone for good. 

Apart from the collapse of the financial 
bubble, there is the growing economic might 
of China, which is gobbling up foreign in- 
vestment and spitting out cheap, labour-in- 
tensive goods (see next article). Indonesia, 
Thailand and the Philippines will now have 
to work much harder to achieve the growth 
that came so easily in the past. That means 
much better education, smarter use of natu- 
ral resources, and a more productive use of 
both private and government capital. None 
of these are possible without more account- 
able government. If the problem trio do not 
sort out their political mess soon, a return to 
the golden days of rapid growth and shrink- 
ing poverty could be a long time coming. 
= 





China and ASEAN 


The best things 
in life 
BEUING 
Г PROPOSING a free-trade pact in Singa- 

pore last weekend between China and the 
ten countries of the Association of South- 
East Asian Nations (ASEAN), Zhu Rongji, 
China's prime minister, was at his most fe- 
line. There is political and economic disarray 
amongst some of AsEAN's leading members 
(see previous story). There is general back- 
sliding on the liberalisation of intra-AsEAN 
trade. What better moment, then, for China 
to offer vision and regional leadership in 
such a way that ASEAN members would find 
it difficult to tum down? 

Goh Chok Tong, Singapore’s prime min- 


L 


pi» 





Japan’s Mori, Korea’s Kim and Zhu 


ister, called the proposal “a challenge, not a 
threat”. And out of Mr Zhu’s suggestion at 
the ASEAN-plus-three summit (ASEAN plus 
its powerful northem neighbours, China, Ja- 
pan and South Korea) grew a still bigger idea: 
thatofa free-trade zone for the whole region, 
a sort of East Asian Community that would 
provide a regional counterweight to the 
European Union and the North American 
Free-Trade Agreement. Experts were asked 
togoaway and study the idea for a year. 

They will probably be studying for much 
longer than that. Apart from AsEAN's own 
squabbling over proposals to abolish tariffs 
over the next decade, it is hard to imagine Ja- 
pan lightly giving up agricultural protection. 
As for Chinese officials, they downplay Mr 
Zhu's suggestion as mere food for thought. 
China, after all, is busy enough getting ready 
tojoin the World Trade Organisation. 

Yet a free-trade deal with AsEAN would 
bring few risks for China, and plenty of 
benefits. As the country consumes and ex- 
ports more, food security and the security of 
raw-material supplies become increasingly 
important to Chinese policymakers. Thai- 
land grows rice more cheaply than China. 
Indonesian palm oil is a crucial ingredient 
for China's food-processing industry. China 
is looking to meet at least part of its future oil 
and gas needs from the region. Just as Japan 
diversified its sources of raw imports during 
the 19705, so China is doing the same now. 

At the same time, ASEAN's manufactur- 
ers offer little threat to China’s—quite the 
contrary. China has a near-bottomless pool 
of cheap labour, useful economies of scale, 
and growing domestic demand to supple- 
ment the market for exports. In almost any 
manufacturing process China gets into— 
shoes, toys, even paté de foie gras—it soon 
becomes unbeatable. It is hard to avoid the 
conclusion, even as things stand, that 
China's competitiveness in manufacturing 
(exports are growing this year at an annual 
30%) has been one factor driving down 
South-East Asian currencies this year. 

For many AsEAN manufacturers, then, 
free trade with China is actually unwelcome. 
And these manufacturers are already being 
punished, for China-based firms are now 
getting the largest bite of foreign investment 
in Asia outside Japan. Last year China got 
three-fifths of developing Asia’s foreign di- 
rect investment, whilst ASEAN economies 
got just 17%. That is almost the mirror image 
of investment flows in the early 1990s—and 
Chinese ғрт this year looks likely to have 
gone up by nearly one-third. As for foreign 
portfolio investment, Chinese companies 
listing overseas or in Hong Kong are expected 
to raise $20 billion this year. Except for firms 
in Singapore, ASEAN companies have been 
more or less frozen out of the capital mar- 
kets. Now that it has committed to joining 
the world, China can see that it is potentially 
one of globalisation's big winners. 

- ت = 
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They said | was “too you 
When | recommended an IBM end-to-end solution, the 
When it succeeded, they said 


Now they say т “wise beyond my years” 





e-business is changing the way you do business. 


It's wise to work with IBM. We offer a wide range of 
innovative ideas, technologies and expertise to turn 
your business into an e-business. Whether you need 
e-commerce, CRM, business intelligence or SCM, we 
integrate it all through a robust and scalable infrastructure, 
saving you the hassle of managing different solutions 
from different vendors. To get IBM to add some wisdom 
to your business, visit www.ibm.com/sg/asia today. 


Monkey business 


BANGKOK 


OU are never far from a monk in the 

streets of Thailand. There are some 
300,000, one for about every 200 of the 
population of бит. Dressed in saffron 
robes, they wait patiently with their beg- 
ging bowls, a reminder that Thailand is 
dedicated to the high moral precepts of 
Buddhism. Lately, though, the 
monks have been experiencing 
hostility as a result of numerous 
reports of immoral behaviour. A 
monk in the western province of 
Ratchaburi was caught having sex 
under a temple crematorium. A 
number of monks have been ac- 
cused of hiring prostitutes, indulg- 
ing in telephone sex and selling 
amphetamines. In a case given ex- 
tensive coverage in the Bangkok 
tabloids, a monk dressed up as an 
army colonel, donned dark glasses 
and a wig to cover his shaven 
head, and frequented karaoke 
bars, where he picked up women. Bud- 
dhist monks are prohibited from having 
sex or coveting money. 

Not only sex and drugs but also vio- 
lence has infected the monkhood. One 
member of the Buddhist clergy is being in- 
vestigated for raping an 11-year-old girl. In 
the past few weeks a monk in western 
Thailand was found hacked to death with 








an axe; another in the north-east was 
charged with murdering a woman and 
leaving her body ina septic tank. 

In many countries, members of the 
clergy are regarded as fair game once they 
behave like ordinary people. But Thais take 
this sort of thing seriously. More than 90% 





Bad karma in the wats 


of the population is Buddhist and there are 
some 31,000 temples. A religious scholar 
puts it like this, “These incidents destroy 
confidence in the monkhood, and Thai- 
land has few other centres for people to put 
faith into. So, without a trustworthy clergy, 
where will people tum?” The number of 
young men being ordained for a three- 
month period—a centuries-old rite of ad- 








Sri Lanka 


Tiger tamed? 


DELHI 


j iim Tamil Tigers' version of the queen's 
speech or the State of the Union address 
falls on “Heroes’ Day", when their khaki- 
clad leader, Velupillai Prabhakaran, delivers 
his yearly pronouncement on the progess of 
the war for an independent Tamil homeland 
in Sri Lanka. This time he sounded more con- 
ciliatory than usual. “We are not imposing 
any preconditions for peace talks,” he de- 
clared, apparently dropping earlier de- 
mands that Sri Lankan troops pull out of 
what he deems tobe his territory. This is a se- 
quel to parliamentary elections in Sri Lanka 
in October, which kept in office the party led 
by President Chandrika Kumaratunga, and 
toa meeting between Mr Prabhakaran and a 
Norwegian peace envoy. All this suggests 
something constructive afoot in Sri Lanka's 
17-year civil war. But it is too early to rejoice. 
The Liberation Tigers of Tamil Eelam, to 
give them their full name, and Sri Lanka's 
government both have reasons to make pa- 
cific noises. The тте, which craves interna- 
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tional respectability, risks having its repre- 
sentative thrown out of London after 
passage of a British anti-terrorism law, ex- 
pected to be implemented next year. Sri 
Lanka faces this month a meeting in Paris of 
aid donors, who may question whether they 
ought to be financing indirectly the prosecu- 
tion of its war against the Tigers. 

Both sides may also be feeling war fa- 
tigue. The Tigers won a series of spectacular 
victories this year, but an expensively re- 
armed Sri Lankan army stopped them re- 
capturing Jaffna, the main Tamil city in the 
northern peninsula. Sri Lankans claim that 
the rte is having to replace lost fighters with 
women and children. Mr Prabhakaran may 
also be worried by the elevation of what he 
called a “quisling” Tamil party, to have a big 
role in administering the Tamil-dominated 
north under the new government. 

But it is a stretch to believe that either 
side is discouraged or eager enough for for- 
eign approbation to put aside the ambitions 
and mistrust that have kept the two warring. 
“Тао not see signs that the rrrE is demor- 
alised,” said a western diplomat in Co- 
lombo. Mr Prabhakaran's no-preconditions 
proposal is qualified: “We insist on condi- 
tions of normalcy conducive for peace nego- 
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olescence—has fallen precipitously in the 
past five years, Some social scientists blame 
declining faith in the monkhood, along 
with Thailand's economic crisis, for its ris- 
ing suicide rate. 

The scandals have prompted much 
soul-searching about how to reform the 
Buddhist clergy and restore its prestige, but 
senior monks have taken the way of com- 
promise and refused to make drastic 
changes. Buddha himself said, “Existence 
is suffering.” The Sangha, the gov- 
erning council of Thai Buddhism, 
seems out of touch with popular 
anxiety about the scandals. Worse, 
alaw passed in 1962 stipulates that 
only high-ranking monks—all of 
whom are elderly—can be ap- 
pointed to the council. As a result, 
the Sangha is comprised of monks 
older than 70 who are disinclined 
toreform. 

In a sign of the times, residents 
in a town where the abbot was ac- 
cused of having carnal relations 
with some of his followers re- 
cently refused to give rice to the lo- 
cal monks. In Thailand, this counts as a 
stinging signal of disrespect. Reformists 
hope that this incident at least will prompt 
the Sangha to take notice, and allow youn- 
ger monks more of a voice in its affairs. One 
simple reform would be to set up an "inter- 
nal affairs" division that would investigate 
breaches of monastic discipline. Other- 
wise, more monks could go hungry. 





tiations,” he said. 

Will Mrs Kumaratunga rush to arrange 
such conditions, which could include tem- 
pering the war, if not a ceasefire, and an eas- 
ing of restrictions on goods flowing to the 
Tamil north-east? The mood in Colombo is 
suspicious. Some say that Mr Prabhakaran is 
manoeuvring to delay the deployment of 
new Sri Lankan fighter-bombers and war- 
ships long enough to acquire weapons that 
are effective against them. After Mr Prabhak- 
aran's call for *normalcy" a landmine, pre- 
sumably detonated by the Tigers, killed 
seven people on a bus in an area populated 
mainly by the island's Sinhalese majority. 
That will not encourage concessions. 

But diplomacy may well grind on in a 
higher gear for a while. Sri Lanka’s govern- 
ment cannot be seen to reject outright Mr 
Prabhakaran’s offer. So Mrs Kumaratunga 
may answer with encouraging but noncom- 
mittal noises while she tries to decide 
whether he really means to hang up his gun 
and sit at the table. Dayan Jayatilleka, a po- 
litical analyst, calls the Heroes’ Day state- 
ment an “elaborate feint, which means the 
government has to respond with an equally 
elaborate feint”. That sounds about right. 
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Indonesia _ 
Provocation 


п. GAKARTA 


"HE separatists of the Indonesian prov- 
ince of Irian Jaya planned a peaceful “in- 
dependence day" on December ist. But two 
days before the event, police in the capital, 
Jayapura, arrested Theys Eluay, the chair- 
man of the separatist Papuan Presidium 
Council. A more provocative act would be 
hard to imagine. December ist 1961 is when 
: West Papua, as the separatists call the terri- 
_ © tory, started on the road to independence, 
: blocked when the United Nations handed it 
to Indonesia in 1963. 
In June, at a congress of the booming in- 
` dependence movement, Mr Eluay was given 
 aremitto work peacefully forindependence: 
гапа report back on December ist. The day 
_ was tobe marked by prayers and other non- 
_ violent ceremonies. His arrest, and that of 
_ the presidium’s secretary-gerieral, Thaha Al- 



















` hamid, cast doubt over whether the day 


would pass peacefully. Both were being held 


- ina Jayapura police station, where they were 


questioned for hours about their calls for in- 
dependence and accused of subversion. 
Some in the territory feared that any demon- 
strations following the arrests would give the 
police an excuse to crack down hard on the 
separatists. Indonesia staged a show of force, 
pouring more than 1,000 troops into Jayap- 
ura. The government is fearful of aniy moves 
that suggest the country is breaking up. It has 
lost East Timor. It is determined to hold on to 
Aceh, where there is a militant indepen- 
dence movement, and Irian Jaya, home to 
Indonesia's biggest taxpayer, the Freeport- 
McMoRan Indonesia copper and gold mine. 

In October, some 30 people were killed 
in the hill town of Wamena after police tried 
to force down the separatist flag, the Morn- 
ing Star. Tribesmen donned their traditional 
battledress of warpaint, penis gourd and 
nothing else and fought Indonesia's troops 
with bows and arrows for hours. Settlers 
from overcrowded Java were murdered. 
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CANBERRA 


ДГ ORE than a year after emerging from 

the bloodshed surrounding its vote 
for independence, East Timor is now en- 
gaged in a ticklish dialogue with its south- 
2| em neighbour, Australia, the outcome of 
| which could spell the difference between 
economic. life or death for the tiny soon- 
to-be nation. The question at issue is the 
riches from the plentiful oil and gas re- 
| serves under the stretch of ocean between 

the twocountries. 

Much of the Timor Sea’s mineral 
wealth lies in the so-called “Timor Gap”, a 
coffin-shaped expanse of water facing East 
Timor that Indonesia and Australia left un- 
assigned when they defined the seabed 
boundary between them in 1972. At that 
time East Timor was still a Portuguese col- 
ony. Three years later Indonesia invaded it. 

Ignoring Portugal's protests, Australia 

` and Indonesia carved up the Timor Sea's 
wealth evenly between them in a treaty 
they signed in 1989. The treaty was deeply 
controversial in Australia and beyond, 
since it represented Australia's acknowl- 
edgment of Indonesia’s illegal occupation 
of East Timor, never accepted by anyone 
*[: else. The Suharto regime gave Australia far 
more generous terms than they would 
have got under international law. 

The Timor Gap treaty effectively died 
amid the turmoil that engulfed Australia’s 
relations with Indonesia last year, when 
Australia led an international force that 
brought peace їо East Timor after its vote 

: for independence. But that could be good 
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Timor's troubled waters 


for East Timor. In October, Australia and 
the ом Transitional Authority in East Ti- 
mor embarked on talks to find a new for- 
mula for sharing the Timor Sea’s wealth. 
UN Officials believe there is a strong 
case for East Timor receiving as much as 
90% of the revenue from the oil and gas re- 
serves, leaving Australia with just 10%. Such 
a formula would depend on East Timor’s 








establishing a seabed boundary halfway 
between itself and Australia—the normal 
practice under the ом Law of the Sea. In 
that case, the lion’s share of reserves now in 
the Gap, currently jointly exploited with 
the proceeds split 50-50, would come to lie 
inside East Timor's economic zone. 
Estimates of worth vary, but the three 
main oil reserves in the Timor Gap, Sun- 
rise-Troubadour, Bayu-Undan and Elang- 
Kakatua, contain a projected total of soom 


‘Troops have since moved into Wamena; 
Jayapura and the southern town of Me- 
rauke, another flashpoint where three pro- 
independence protesters and a migrant were 
killed this year. 

Since his election last year, President Ab- 
durrahman Wahid has attempted to ap- 
pease decades of human-rights abuses 
against the Papuans. The long-banned 
Morning Star flag is allowed to fly, though 
only as long as it is placed alongside Indone- 
sia's Red and White. But with Mr Wahid 
weakened by scandal and his appeasement 
policy increasingly discredited, the hard- 
liners are pressing for tougher action. The 
law is on their side. Whatever the president 
may say, raising any flag other than Indone- 
sia's is formally a crime. Megawati Sukarno- 
putri, the vice-president, who has taken over 
some of Mr Wahid’s duties and could suc- 
ceed him, is the daughter of Sukarno, Indo- 
nesia's founding father, who put pressure on 
the Dutch to hand over Irian Jaya: She seems 
distinctly lukewarm about letting it go. 
ORES | 
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barrels of oil, worth $17 billion at today’s | 
prices. A new treaty will need to be in place | 
well before East Timor's formal indepen- 
dence, towards the end of next year. After 
October' first round of talks, Peter Gal- 
braith, a uw official, stood up for East Ti- 
mor's"clearentitlement" toa bigger share. 

Australia is in two minds. The conser- 
vative government in Canberra, led by 
John Howard, argues against a new treaty 
that would leave Australia with only a 
fraction of the mineral wealth it had be- 
fore. But the government is also wary of ap- 
pearing to bully a helpless new 
nation. Public opinion in Austra- 
lia is highly sympathetic towards 
the East Timorese, whose only 
other economic resource is fish. | 
Australia already has oil reserves 
four times the size of those in the 
Timor Gap. 

Then there is the question of | 
Australia’s shattered relations | 
with Indonesia, which have never | 
recovered from the upheavals of 
East Timor's independence strug- | 
gle, and Australia’s role in organis- | 
ing the multi-national force that | 

| 
| 
| 
| 








Indonesia was forced to accept 
under heavy diplomatic pressure. 

As Australia prepared this week for a 
second round of talks on a new treaty, it 
also offered substantial money and aid to- 
wards the creation of an East Timor de- 
fence force. Both. developments will 
harden Indonesia against efforts by Aus- 
tralia to repair their friendship. A visit to 
Australia by Abdurrahman Wahid, Indo- 
nesia's president, has already been post- 


poned several times. 
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WASHINGTON, ОС 


Al Gore’s hopes of snatching a presidential victory rest on a series of. 
convoluted legal challenges in the Florida courts 


The story so far: Al, a career politician 
(played by Keanu Reeves), is seeking to over- 
tura small lead in the presidential contest 
enjoyed by Dubya, a Texas millionaire (Rob- 

: ert Downey Jr). After Katherine, a southern 
heiress (Joan Collins), certified Dubya's vic- 
tory, he sent Dick (Gene Hackman), another 
Texas millionaire who has recovered froma 
heart attack in last week's episode, to.de- 
mand the keys to the White House. Al, mean- 
while, has again been talking to Dick Gep- 
hardt and Tom Daschle, old rivals from 
college days (two of the lesser Baldwins), but 
Dubya has fallen out with his brother, the 
governor of DisneyWorld. Meanwhile, Al’s 
lawyers (more Baldwins) are in court argu- 
ing that the recount in Miami should be 
started again after a riot at the end of last 
week's cliffhanger, while the Supreme Court 
(the Wayans brothers) are preparing to hear 
Dubya's case. Now read on. 


VER since he starting running for presi- 
dent; George W. Bush's candidacy has 
rested partly on a perception that his victory 
was inevitable. By certifying the Florida vote, 
Katherine Harris, Florida's secretary of state, 
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To be continued 


eming in a divide 
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earning the sam 


has increased that aura of inevitability. Her 


action créates a "fact on the ground" that Al 
Gore must now seek to overturn, instead of, 
as before, challenging a decision that was still 
up in the air. 

Mr Bush has sought to consolidate this 
advantage by setting up а governtnent-in- 
waiting. After the certification, he dis- 
patched his running mate, Dick Cheney, to 
Washington to oversee the so-called “transi- 
tion process” of appointing thousands of 


civil servants to a Bush administration (see 
strong pressure. Those same polls tha 


next story)and to talk about future members 
of a Bush cabinet. The favoured few—Gen- 
eral Colin Powell as possible secretary of 
state, Condoleezza Rice as national security 
adviser—could be named as early as this 
weekend. Mr Cheney also floated the idea of 
picking Democrats for some cabinet posts, 
perhaps as secretaries of defence and agri- 
culture. A Democratic congressman from 

Alabama, Bud Cramer, claimed he was be- 
ing considered for the agriculture job. 

Mr Bush sought to look more presiden- 
tial by laying out in his "acceptance speech" 
after certification; what amounted tò a 
shortened list of legislative priorities for gov- 


^ eommander-in-chief has gone down wel 


‘tory in Florida, 46% of voters said the 
- thought Mr Gore should concede; the sam 
` number opposed the idea. Now, 56% of vot 
ers say he should concede, compared with 
` 38% saying he should hang on. That include 
тапу of Mr Gore's own supporters. In an- 
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sh's en ‘of the role 


the court of public opinion. Before the v 


other poll, 62% of voters said that the 
thought the wrangling had gone on too long 


already. Ifopinion polls are any guide, public 


patience is. starting to wear thin—to Mr 





















Bush's advantage. 


MrGore will notgive up because of pub 


licopinion. He has the presidency to wi 


little to löse personally by pressing on 


. cent American history, defeated preside: 
candidates are usually consigned to ‹ 


ion,oran ambassadorshipin Japan). There i 
public preference for a concession, but 


gest waning public patience also show tha 
51% of voters think Mr Bush should h 


before declaring victory. And roughly o 
‘тапу Americans continueto think Mr G 
should be presidentas want Mr Bush. 
Mr Gore will not necessarily conced 
under pressure from his own party, eithe: 
Before Florida certified the result, sever: 
high-ranking Democrats voiced their res- 
ervations about continuing the legal chal- 
lenges. The doubters have been largely s 
denced. Perhaps it was the Democrats’ 
reaction to some grotesque Republican rhet- 
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cused Mr Gore of treason). Perhaps it was the 
frantic telephone calls he made to stiffen the 
spines of “blue dog" Democrats who repre- 
- sent Republican states in the South and are 
coming under pressure from their conserva- 
; tiveconstituents, 

Whatever the reason, the Democrats 
seem to be giving Mr Gore the support he 
needs. On November 27th, the party's lead- 
ers in Congress, Dick Gephardt of the House 
of Representatives and Tom Daschle of the 
Senate, travelled to Tallahassee to say they 
would back Mr Gore's decision tocontest the 
results. So long as public impatience stays 
subdued, and Mr Gore keeps the Demo- 
cratic elite on his side, the fight will probably 
goon. 








TheGore arguments 


Mr Gore's problem lies elsewhere: in the 
slowness of the legal processes required to 
overturn the Florida vote in the courts. By 
certifying the results, Mrs Harris gave the tal- 
lies a new legal status that has increased Mr 


to 
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out over this magnificent 


A president has to thihk not only of himself and is family an 
“team's families, but of all American familie 
|/should be choosing who are the right Americans and who.a 
“ALL of us are together, white or wrong, black or right. 
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seniors, who are the backach 2 
ention my mother, Barbara Bush, who tau \ 
knê i j.à lawnmower. We need our seniors to be 
they love, and especially to pass on. 


Gore's courtroom obstacles. To win now, his 
lawyers mustargue not merely thatdisputed 
ballots be included in official totals before 
certification, but that votes rejected from 
those figures should be included after the 
fact. In beating those obstacles, Mr Gore 
faces difficulties of timing as much as of law. 

All contests have to be over by Decem- 
ber 12th, when electoral-college votes from 
all states must be approved. Indeed, they 
will probably have to be over well before 
then, because the Florida legislature is 
threatening to appoint its own slate of elec- 
tors if it appears that the legal contests will 
continue up to that day. This threat seemed 
to be moving closer as The Economist went 
to press, as a committee of the legislature 
dominated by Republicans voted on 
whether to recommend that the assembly 
hold a special session to discuss (or precip- 
itate?) the electoral crisis. 

To understand why the legal processes 
could prove such a problem for Mr Gore, 
think of his legal strategy in two parts, each 
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focusingon three counties. 

In Nassau County, the automatic mach- 
ine recount (triggered under Florida law) 
threw out 200 ballots which had been 
counted first time around. The board stuck 
with the initial version so as not to disen- 
franchise those 200 voters, based on the ad- 
vice of—guess who—Katherine Harris. Mr 
Gore's lawyers say the second count. was 
mandated by law and should be accepted. 
Net potential gain for him: 51 votes. 

In Miami-Dade, the canvassing board 
got part of the way through its manual re- 
count before calling it off for lack of time, Mrs 
Harris refused to accept a partial count and 
certified the first machine recount. Foul, says 
the Gore team: the manually tabulated votes 
were legally counted. Potential gain: 157. 

In Palm Beach, the board completed its 
manual recount two hours after the Su- 
preme-Court-imposed deadline. Mrs Harris 
therefore rejected it. The Gore team says the 
votes were counted and should be accepted. 
Potential gain: 188. 

These challenges are rela- 
tively straightforward. The 
counts were completed, and Mr 
Gore's lawyers are demanding 
the courts choose between 
competing counts as they 
stand. The trouble is that they 
would not change the outcome 
even if all decisions were to go 
the vice-president’s way. The 
total comes to 396, 141 votes 
short of Mr Bush’s total. 

So Mr Gore’s hopes rest on 
three other suits. These are 
much more problematic, be- 
cause they involve potentially 
time-consuming trials and fine 
judgments about standards for 
counting contested votes. 

First, in Miami-Dade, the 
Gore team says the canvassing 
board should not have 
stopped its manual recount 
since that frustrated the intent 
of Horida’s Supreme Court. 
The team therefore wants an- 
other manual recount in 

which, it thinks, Mr Gore 
could pick up an extra 600 
votes--enough for victory. 

Second, Mr Gore's lawyers 

want a recount in Palm Beach, 
where the board rejected any 
presidential vote on ballots 
that contained clearly dis- 
cernible marks in other races 
(for the Senate, say) but un- 
clear ones (dimpled or preg- 
nant chads) for the presi- 
dency. Quite right, say 
Republicans: these ballots are 
only a few thousand of the 
millions cast by people who 
could not make up their 
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.. there are no more of this type of ballot in 
“Palm Beach, proportionately, than. any- 
where else. 
5C... Not so, say Democrats. The partial in- 
:: dentations in the presidential race show the 
voting machines were not working properly, 
and demonstrate "voter intent". They add 
thata county-court judge in Palm Beach or- 
dered such ballots to be “considered”. If that 
order had been followed, they think, Mr 
Gore would have gained 800 votes. 
| Third, there is a case outstanding which 
. is the ticking bomb of the Florida recount. 
ı This concerns the remarkable events that 
took place. before the election in Seminole 
County. There, 5,000 applications for absen- 
хее ballots were wrongly printed, missing out 
; arequired voter-registration number. Semi- 
^nole is predominantly Republican and the 
election. supervisor let Republican Party 
г Workers into a back room in her office for ten 
- days before the vote to correct all the incom- 
. plete applications so that absentee. ballots 
; could be sent out. She even let her staff help. 
ЛЄ these ballots were excluded, say the Gore 
: team, Mr Bush would lose 5,000 votes—a 
: landslide by current standards. 

o Те problem for Mr Gore is not that he 
cannot win any of these cases, but that, todo 
so, a large number of long-shot decisions 
will all have to go his way ina short space of 
с time. Winning one or two will not do. Nor 
will winning them all later. 

In Seminole County, there is little doubt 
that the behaviour of the election supervisor 
was dubious, to put it no more strongly. But it 
1 far from clear that the Republicans really 
altered the result. And, even if they did, what 
is the remedy? No one can know which ab- 
--sentee ballots were sent in on the basis of the 
corrected applications, and to throw out all 
15,000 absentee votes, as the plaintiff wants, 
would be unjust. For that reason, the Gore 
campaign is not contesting Seminole County 
(the suit was brought privately), since it 
would contradict the vice-president’s claim 
that all he wants is to count legal votes. 

Mr Gore can win the other two cases 

















overturned. He has filed an emergency mo- 
tion in a Tallahassee circuit court asking for 
an immediate recount in Palm Beach and 
Miami-Dade and has appealed to the Flor- 
ida Supreme Court, asking it to order the 
same thing. But his demand would require 
overruling the local canvassing boards" deci- 
sions not to count all dimpled chads and to 
call off recounts, and Florida law says the 
boards have the right to determine how and 
whether to conduct recounts, The case also 
seems to require ignoring the deadline set by 
`. the Florida Supreme Court itself. 

Noneof thisis impossible, because there 













- But it will require a trial to establish them, 


: minds between Messrs Bush and Gore but 
< still voted in other races. They claim that - 


only by having previous judicial decisions” 


may becircumstances under which any and. 
атое these requirements could be justified. 





: complete with witnesses, depositions and 
more filings. And that takes time which Mr | 
‘Goredoes not have. 


The circuit-court judge has sree tobe- 
gina trialon December 2nd and has ordered 
that all ballots from Palm Beach and Miami- 
Dade, over 1m in total, be sent to his court, 
along with, voting booths and voting ma- 
chines. This sets the scene for what promises 
to be a memorable occasion: a full-scale 
mock election in court, with expert wit- 
nesses no doubt giving contradictory testi- 
mony about what happened on that far-off 
day, November 7th. And only then, assum- 
ing the court approves, could the painstak- 
ing recount begin against the clock. (Though 
the counters might take comfort from this 
week's Canadian election, where: officials 
managed to hand-count nearly 13m paper 
ballots in just four hours.) 

Long before then, however, the federal 
Supreme Court should have had its say. It 
seems apt that the highest court in the land 
should make the final decision on legal mat- 
ters. And its ruling, assuming it makes one, 
will no doubt be used by the winner as con- 
clusive evidence of the rightness of his case. 
But the court is being asked to rule on a rela- 
tively narrow matter: whether Florida’s 
highest court overreached itself when it set a 
new deadline for manual recounts. Unless 
the justices uncharacteristically seize control 
of the whole vote-counting process to hand 
victory to one side or the other—contradict- 
ing most of the previous jurisprudence of 
this particular set of justices, which has 
tended to support states’ rights—then their 
decision should notdirectly alter the result. 

If they rule for Mr Gore, Mr Bush would 
still be the certified winner in Florida and 
presumptive. president. If they rule for Mr 
Bush, Mr Gore could still continue his court 
cases, which are based on Florida law, not 
fedéral law. The battle would go on in the 
courts of law and public opinion. 





The transition 


Ready... whoa... 


WASHINGTON, DC 


REATING a new American administra- 
tion is a nightmare in the bestofcircum- 
stances. This time it threatens to turn into.a 
full-blown disaster. Incoming presidents 
have more than 7,000 appointments to 
make, 3,000 of them to full-time jobs, They 
have to produce a federal budget, draft a 
state-of-the-union address, turn campaign 
promises into real-life policy and, if they 
have any sense, redecorate the White House. 

Yet the cogs of Washington grind exceed- 
ing slow. About 600 people, including cabi- 
net officers, have to be approved by the Sen- 
ate. Another 2,400 people have to go through 
a prolonged security screening that bears the 
imprint of every American paranoia from 
McCarthyism to worries about substance 
abuse, illegal nannies and tax returns. In 1988 
and 1992 it took an average of nine months 
for Presidents Bush and Clinton to put their 
full administrations into place. 

All this means that it is essential to get off 
to a running start. But Al Gore’s decision to 
contest the result in Florida means that the 
new president will have а lot less than the 
usual 73 days to make his appointments. 
Paul Light of the Brookings Institution calcu- 
lates that every day lost during the transition 
cycleis like a week anywhere else, 

The General Services Administration 
has refused to turn over the keys of the presi- 
dential transition office to either George W. 
Bush. or Mr Gore until the winner has been 
officially declared. It is also refusing to re- 
lease the $5.3m in government money set 
aside to help the incoming president prepare 
for office, making Dick Cheney go cap in 
hand to his rich friends. But the White House 
is belatedly trying to be helpful. It has de- 
cided to treat both Mr Gore and Mr Bush as 
presidents-elect, providing Mr Bush with 
the same daily intelligence briefings that Mr 
Gore gets as vice-president and asking the 
Justice Department whether the rer (which 
has been .balking) can. begin background 
checkson prospective cabinet nominees. 

These are encouraging signs, and there 
are others. The United States has a perfectly 
competent civil service. And there is à lot of 
redundancy built into the normal process. 
Incoming governments usually form “tran- 
sition teams": groups of people (including 
many self-promoting lobbyists) who de- 
scend on government offices and write re- 
ports for the incoming administration. 

America’s two: potential presidents are 
also more than usually prepared for govern- 
ment. Mr Gore can simply keep the Clinton 


„administration іп: place for a few more 


months; and Marshall Wittman, of the Hud- 


“son Institute, points out that a Bush adminis- 


tration would be lessa transition than a rès- 
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toration. The Bush family has had a 
government-in-waiting for the past eight 
years. And Dick Cheney has already been 
involved in five transitions. 

Yet time is pressing. Mr Light says that 
there could be “very great difficulty” if the 
election has not been sorted out by mid-De- 
cember. He also worries that the closeness of 
the balance of power in the Senate could de- 
lay things still further, particularly given the 
recent history of using the appointments 
process to wage a guerrilla war against the 
administration. Mr Bush would probably 
not have his full top team in place until early 
2002. He would also spend many months 
with a “neckless administration”, minus the 
vital middle ranks of his bureaucracy and 
therefore having to rely on Clinton hold- 
overs for advice. 

There may be one hidden benefit to any 
such crisis, however. It may push America 
into realising that the system has become an 
absurdity, the result of inertia, drift and bu- 
reaucratic empire-building rather than a 
cool assessment of the government's current 
needs. It is bad enough that potential mem- 
bers of the administration have to prove that 
they are not agents of international commu- 
nism. They also have to provide descriptions 
of all the foreign trips they have ever taken, 
as if travelling abroad were not only unusual 
but perhaps downright suspicious. 

A system in which the ideal job appli- 
cant is a single person who has never left the 
town where he was born, never mixed with 
anybody who was not respectable, never 
employed anybody, never bought shares 
and never been a teenager is surely a system 
badly in need of an overhaul. 
m9 





The LAPD 
Storming the 
Rampart 


LOS ANGELES 


NLIKE some other bits of America, Los 

Angeles is used to seeing its civic dra- 
mas played out in court. The trials of Rodney 
King's assailants, of the Menendez brothers 
and of O.J. Simpson all gripped the city and 
buoyed up,or dragged down, the reputation 
of some of its most important people and in- 
stitutions. The Los Angeles Police Depart- 
ment (LAPD) was one of those institutions. 
This time round its own officers are on trial, 
andits stock has sunk lower than ever. 

The latest eruption of trouble started in 
August 1998, when Rafael Perez, an officer in 
an anti-gang unit known as cRAsH (Com- 
munity Resources Against Street Hood- 
lums), based at a police station in the Ram- 
part district, a poor area near downtown Los 
Angeles, was arrested for stealing cocaine 
from a locker where evidence was stored. A 
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Perez spilled the beans 


year later, to win a lighter sentence, Mr Perez 
confessed to other crimes and alleged that 
they were part of a wider pattern of corrupt 
and vicious behaviour by cRAsH officers. 

Members of the unit, he claimed, regu- 
larly planted evidence on gangsters they ar- 
rested, made upstories about them, and oth- 
erwise mistreated them. In particular, Mr 
Perez said, he and his partner had shot an 
unarmed gang-member, inflicting injuries 
that left the victim paralysed below the 
waist, and then planted on him a gun with 
which they claimed to have been threatened 
before they opened fire. 

The first trial of cRAsH officers impli- 
cated by Mr Perez ended on November isth. 
One was acquitted; the other three were 
found guilty of conspiracy and perjury for 
fabricating charges against gang members. 
Gil Garcetti, the Los Angeles district attor- 
ney, celebrated the verdicts as proof that the 
LAPD would root out, by itself, any corrup- 
tion within. 

Those verdicts have since been cast into 
doubt. One of the jurors has alleged that the 
jury foreman announced at the start of the 
trial that he was already convinced of the of- 
ficers'guilt—a testament, if true, to the LAPD's 
low standing in the city. Then it was discov- 
ered that an incorrectly filled-in document 
had misled the jury into thinking that the of- 
ficers on trial had claimed that they had 
been badly injured by one of the gang mem- 
bers. This was so patently false that it gave 
the jury reason to discredit the officers alto- 
gether. Another hearing is scheduled for De- 
cember 15th to sort out the mess. 

All this is taking place against a back- 
ground of higher-level political pressure on 
the Lapp. The Police Commission, a civilian 
body that is supposed to oversee the opera- 
tion of the department, set up a panel to ex- 
amine the entire LAPD in response to Mr Pe- 
rez’s revelations in April this year. It 
delivered its blunt report on November 17th. 

First among its criticisms was the weak- 
ness of the commission itself. The LAPD has a 
strong, insular culture, and the Police Com- 
mission, the report said, had not been given 
enough power, or support from Richard 
Riordan, the mayor of Los Angeles, to break 





into it. The report recommended a larger and 
better-paid staff for the commission, led by 
two senior civilian executives with salaries 
comparable to that of the chief of police,and 
more frequent meetings between the com- 
mission and the police department. 

The system for monitoring the perfor- 
mance and behaviour of officers was judged 
inadequate. Above all, the report said, there 
was no way of tracking officers who showed 
signs of going bad. Relations with ethnic mi- 
norities in the city remain strained, and little 
in the LArp's training system helps officers 
do better. Much of the blame for this sorry 
state of affairs was laid at the door of Bernard 
Parks, the chief of police, and Mr Riordan, 
who has been his staunch supporter. 

The criticisms have a familiar ring. The 
LAPD's militaristic culture, with its emphasis 
on the use of sophisticated technology and a 
strict adherence to hierarchy, was forged 50 
years ago. For a time, it made the Lapp the 
most admired police force in America. But a 
series of urban disasters, starting with the 
Watts riots in 1965, exposed the rigidity of the 
system and its tendency to provoke parts of 
the population it was supposed to “protect 
and serve". A series of earlier commissions 
all identified similar problems and pro- 
posed similar solutions. 

The Lapp failed to respond. A computer 
system for tracking the performance of offi- 
cers, called for in a 1991 report headed by 
Warren Christopher after the Rodney King 
beating, foundered without enough money 
to do its job. Mr Parks also took officers off 
the beat, where they had been put to build 
up trust in parts of town where suspicion of 
the police was strongest, and sent them back 
into patrol cars. The federal government has 
lost patience with waiting for the LAPD to re- 
form itself, and has taken over some of the 
overseeing of the department. 

Los Angeles will have a new mayor next 
year, when Mr Riordan steps down. The six 
candidates who want to succeed him are so 
far split between those who say they would 
not reappoint Mr Parks and those who are 
non-committal about it. All, however, en- 
dorse the call of the commission's report to 
imposecivilian supervision that works. 
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Death penalty 


That's too much 


AUSTIN, TEXAS 


OHNNY PAUL PENRY is 44 years old, but 
he still believes in Santa Claus. He has an 
то somewhere between 50 and 60 and the 
reasoning abilities of a seven-year-old, and 
spends much of his time drawing with 
crayons. Yet he is also a murderer and rapist, 
and for the past 20 years has been sitting on 
death row in Texas. On November 16th Mr 
Penry came within four hours of being exe- 
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The Butterfly effect 


SAN FRANCISCO 


[e lives, though she is scarred and will 
need support. So concluded a thicket of 
arborists and foresters after inspecting the 
famous giant redwood that grows near 
Stafford, in northern California. Luna (for- 
merly known as the Stafford Giant) was 
adopted, and renamed, by environmen- 
talists opposed to the logging of ancient 
redwoods. But on November 26th the tree 
was found to have a deep cut in its trunk 
that had clearly been made with the pro- 
fessional logger's tool of choice, a long- 
bladed chainsaw. 

Pacific Lumber, a giant logging firm, 
had intended in late 1997 to cut down the 
forest in which Luna stands. It agreed to 
spare the tree, and a small area around it, 
after one of the protesters, Julia Butterfly 
Hill, clambered into its branches and spent 
the next two years living 180 feet (55 metres) 
above the ground. Ms Hill, whose fame 
grew as sheendured storms, angry lumber- 
jacks and visits from mossy film stars,sped 
to her former home on news of the attack. 





After “sharing some private moments” 
with the tree, she called again for an end to 
the felling of old forests. 

The cut, deep enough to threaten the 
tree's stability in a storm unless it is braced, 
is a reminder of the anger that simmers in 
the forests of the West. Relations between 
loggers and protesters had lately taken a 
softer turn than in the early days of Ms 
Hill'sencampment, when there were fights 
on the ground and above it and one prot- 
ester died beneath a falling tree. This sum- 
mer, by contrast, the confrontations were 
led by La Tigresa, a striptease artiste who 
expressed her passion for the forest by bar- 
ing her bosom to loggers and then, once she 
had their attention, reciting her poems. 
Few of them seemed to bear her any ill will. 

Lobbyists for the logging industry con- 
demned the attack on Luna as vandalism 
that helps nobody’s cause, But logging 
firms have characterised environmental- 
ists as the economic enemies of their work- 
ers and the towns where they live. As for 
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What's that buzzing noise? 


the greens, they have their own share of 
hard cases spoiling for a fight. Ms Hill has 
shown that she has determination and 
bravery beyond any of the hotheads, but, 
more remarkably, she used them in theend 
to negotiate rather than fight. Others have 
much tolearn from her. 








cuted, saved only by a rare stay of execution 
from the federal Supreme Court in 
Washington, pc. Now the court has decided 
to re-examine the whole Penry case, thereby 
setting off a new debate about the execution 
of mentally retarded people. 

Ever since Mr Penry was sentenced to 
death, people both inside America and 
abroad have been expressing their indigna- 
tion. The American Bar Association has ar- 
gued that executing the mentally retarded is 
unacceptable in the civilised world. The 
European Union has called on America to 
stop it. The American Association of Mental 
Retardation estimates that somewhere be- 
tween 4% and 10% of America's prison popu- 
lation falls into this category. Since the Un- 





ited States lifted its death-penalty ban in 
1976, 35 mentally retarded prisoners have 
been executed. 

Mr Penry’s case first reached the Su- 
preme Court in 1989, when the court de- 
cided, by a five-to-four decision, that exe- 
cuting the mentally retarded did not violate 
the constitution’s prohibition of “cruel and 
unusual” punishment. In the same ruling, 
however, the court said that Mr Penry 
should havea new trial, arguing that the jury 
had failed to consider his mental retardation 
as a factor arguing against execution. After a 
retrial in Texas, Mr Penry was again sen- 
tenced to death. Now, in returning to the 
case, the Supreme Court will once more ask 
whether the jury took seriously enough both 
Mr Penry’s mental state and his un- 
happy childhood. It will give its ruling 
next summer. 

In doing so, it may well find itself 
taking another look at the broader 
constitutional issue. American atti- 
tudes towards the death penalty have 
changed since 1989. Normally, the 
court resists taking political trends into 
account when making its decisions. 
Yet part of the reasoning in its 1989 rul- 
ing was that there was no “national 
consensus” against capital punish- 
ment for the mentally retarded. At the 
time, only one state and the federal 
government were against it. 

Since then, however, 12 states have 
banned it, and several others may fol- 
low suit. In Florida, both Govemor Jeb 
Bush and the chairman of the state’s 


Republican Party have come out against exe- 
cuting the mentally retarded. According to 
Richard Dieter of the Death Penalty In- 
formation Centre, “There is an evolving con- 
sensus that this is unseemly at minimum, 
and may indeed be unconstitutional.” With 
its broad powers, the Supreme Court could 
use the Penry case to set a new precedent, 
perhaps even to reverse its 1989 decision. 

Even in Texas, America's chief user of the 
death penalty, concern is growing. Accord- 
ing to one opinion poll, although 81% of Tex- 
ans support capital punishment, 73% oppose 
the execution of the mentally retarded. In 
1999, a bill prohibiting such executions was 
passed overwhelmingly by the state's Sen- 
ate, but got bogged down in the House when 
Governor George W. Bush expressed his op- 
position. 

Rodney Ellis, the state senator who 
sponsored the bill, is confident that another 
attempt during the legislative session begin- 
ning in January will have more success, He 
believes that the scrutiny of Texas's handling 
of the death penalty broughton by the presi- 
dential election—“our reputation around 
the world as being bloodthirsty"—has given 
pause even to Texan politicians who ar- 
dently support the death penalty. 

If Mr Ellis’s bill passes, it will commute 
all death sentences already passed on men- 
tally retarded prisoners. This means that Mr 
Penry could end up with a reprieve from the 
state that tried to execute him even before 
the mighty Supreme Court up in Washing- 
ton has had achance to say what it thinks. 
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HERE'S nothing like a paradox to keep Washington happy. 
The favourite of the moment is that the official winner of the 
election, whoever it turns out to be, will be the real loser. The next 
president will have the mostdifficultjob since Gerald Ford arrived 
in the White House to clear up after Richard Nixon. Denied a clear 
mandate by an evenly divided electorate, confronted by an al- 
most equally divided Congress; tainted by the shenanigans in 
Florida, he will spend the next four years appeasing his enemies 
and betraying his friends—and be duly trounced in 2004. 
| All too possible. But, for the candidate, a tainted victory is still 
| preferabletoabitter defeat. (Informed by his wife that his defeat in 
i 
i 
i 





1945might be a blessingin disguise, Winston Churchill replied that 
it was a pretty effective disguise.) 
The winner lives at 1600 Pennsyl- 
vania Avenue, flies around in Air 
Force One and speeds through red 
lights in motorcades. The loser 
| sulks at home, or begins to raise 
money for 2004. The winner re- 
wards his supporters with plum 
jobs. The loser endures the odium 
of disappointed supporters and 
power-hungry rivals. 

| But, if you shift the focus from 
| Gore and Bush to their respective 
parties, the paradox. becomes 
more powerful. Let us assume, for 
the sake of simplicity, that Mr Bush 
survives Al Gore’s legal manoeu- 
vrings, currently the likelier out- 
come. The result might be far better 
for the congressional Democrats 
than a Gore presidency. 

The party that controls the 
White House has lost House seats 
| in all but one of the past 16 mid- 

term elections, and Senate seats in all but four. Since 1934, the aver- 
age number of House seats that have been lost by the president's 
party in the middle of his first term has been 19 per election. The 
backlash against the Republicans could be particularly strong in 
2002, with angry Democrats determined to avenge the "stolen" 
election and swing voters alienated by a combination of political 
gridlock and economic slowdown. A Bush presidency makes it 
more likely that Tom Daschle will then become the majority leader 
in the Senate and Dick Gephardt the speaker of the House. 

Next, the Democrats may actually have a better chance of ad- 
vancing their agenda under Mr Bush than under Mr Gore. It is hard 
to see how Mr Gore could get anything through a Republican-con- 
trolled legislature. He is a polarising figure at the best of times, with 
an eight-year record of acting as Bill Clinton's enforcer, but his be- 
haviour over the Florida vote has tumed him into the devil incar- 
nate in Republican eyes-“worse than Clinton". A Gore White 
House would be little more than a veto machine. 

On the other hand, the whole point of Mr Bush, as he re- 
minded Americans ad infinitum during the election campaign, is 
that he is a “uniter nota divider". He stole many of his best cam- 
paign ideas from the Democratic Progressive Policy Institute. In his 
"victory speech" after the Florida vote was certified, he focused on 
| two issues dear to the hearts. of Democrats, education reform and 
| prescription drugs. He hopes to appoint at least one Democrat toa 

cabinet position—though both former Senator Sam Nunn (for de- 
| fence) 











and North Carolina's governor, Jim Hunt (for education), 


46 











And the real winner is... 


have taken their names off the list—and will no doubt waste no 
time in paying court to Democratic barons such as Ted Kennedy, 
not to mention the 300r soconservative "blue dog" Democrats and 
65centrist "New Democrats”. 

The biggest losers from all this, of course, will be the Republi- 
can right. Conservatives have been dreaming of controlling all 
three branches of government since 1954. They claim the credit for 
rescuing Mr Bush from both the McCain insurgency and the Flor- 
ida quagmire. (Some of the people who staged the near-riot in the 
Miami-Dade courthouse were rumoured to be Republican con- 
gressional staff on trips that had been paid for by Tom DeLay’s of- 
fice.) Yet Mr Bush is unlikely tobe able to meet the right's demands. 

That $16 trillion tax cut? The 
best he can hope for are the tar- 
geted tax cuts beloved of Demo- 
crats, and the quid pro quo for 
these will be spending initiatives. 
Education vouchers? No chance, 
particularly since the voucher ini- 
tiativesinboth Michigan and Cali- 
fornia went down in flames. 
School prayer? Forget about it. Mr 
Bush has little chance of getting 
conservative judges past the Sen- 
ate and on to the Supreme Court. 

A Bush presidency could also 
prove to be a godsend for the 
Democratic Party's up-and-com- 
ing presidential aspirants. If Mr 
Gore wins, they may have to wait 
until 2008 to get their crack at the 
whip. If Mr Bush wins, on theother 
hand, they will not only get their 
chance to run four years earlier. 
They will also have a good chance 
of winning. All three presidents 
who, in the past, won the electoral-college vote without winning 
the popular vote proved to be one-term wonders, 

The list of up-and-comers includes Hillary Clinton (soconsol- 
able in her grief for Al), Bob Kerrey (suspiciously active in Florida 
for a senator retiring to academia in New York) and moderate sen- 
ators such as John Breaux of Louisiana and Evan Bayh of Indiana. 
But the best bet may be the I, Claudius of the Democratic empire, 
Gray Davis, Long abused for the appropriateness of his first name, 
the governor of California has already raised $21m for his re-elec- 
tion in 2002. A political centrist who served in Vietnam, supports 
the death penalty and has remarkably few enemies, he has just 
been elected chairman of the Democratic Governors Association, 
anofficeonce held by both Michael Dukakis and Bill Clinton, and 
he has raised money to help Jeanne Shaheen, the governor of— 
what a coincidencet—New Hampshire. Mr Davis is currently be- 
ing loyal toa fault to Mr Gore. But his chief political adviser, Garry 
South, is busy rubbishing Mr Gore as a lousy candidate.’ 

And what about those bit-players, the American public? The 
suspicion remains that the voters turned the election into à draw 
for a good reason. They are too contented, too pragmatic, too scep- 
tical about ideologies to give too much power to either party. Peo- 
ple want the government to solve specific problems, but they do 
not want to return to the activism of the 19608. They want to see a 
revival of national morality, but they donot want the ayatollahsin 
Congress to persecute minorities; And that is why the voters may 
yet be the real winners from this extraordinary election. 
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The Fox experiment begins 


MEXICO CITY 


Mexico's new president has had five months to think about how he will 
govern. He has some answers—but there are some questions too 


VERYTHING about the man, the mo- 
4 ment, his task—and even, it seems, hisin- 
auguration ceremony—is big. At last, five 
months after his historic election victory 
which ended seven decades of rule by the 
Institutional Revolutionary Party (PRI), Vi- 
cente Fox was due to be sworn in as Mexico's 
new president on December ist, He planned 
to make the most of it: the inauguration bash 
will lastthree days and cover four cities. 

That says much about how he sees his 
new job. “Lam going to be campaigning; I'm 
going to carry on for six years," Mr Fox ex- 
plained. After six years of Ernesto Zedillo, a 
dull, honest technocrat, the first change 
awaiting Mexicans is one of political market- 
ing. At 6 feet 5 inches (196 cms), Mr Fox, a 
rancher and former state governor and 

: Coca-Cola manager, towers over most Mex- 
icans. He oozes charisma. 

The new president plans to spend 
most of his time on the road, starting right 
away: he will spend the ten days before 
Christmas near Mexico's northern bor- 
der with the United States, welcoming re- 
turning migrants and personally keeping 
an eye on police and customs officers, 
who ate accused of harrassing travel- 
lers and stealing from them. 

Mr Fox won by promising 
“change”, meaning an end to 
rule by the pri. But now, after a 
five-month transition period, 
at last he has to be more spe- 
cific about what change he | 
plans. Behind the marketing 
spin, details have emerged. 


deputy finance minister in the government 
of Carlos Salinas, who has an economics 
doctorate from the University of Chicago. 
Santiago Levy, one of the stars of the Zedillo 
cabinet, turned down a job with the Inter- 
American Development Bank to sort out the 
Social Security Institute. 

This suggests a division of labour: the 
cabinet will govern, while Mr Fox tours, ped- 
dling his vision. But what vision? In hisinau- 
gural speech, he was expected to announce 
specific goals for his first year, and for the 
longer term. His priorities will be economic 
growth, poverty reduction and reforming 
politics, the police and the judiciary. 

Take the economy first. Mr Fox says he 
wants sustainable economic growth of 7% a 





















His cabinet, announced in in- 
stalments, is a broad church. It 
includes former pri officials, 
businessmen and left-wing 
academics and activists, and 
only a handful of senior politi- 
cians from his own conserva- 
tive National Action Party 
(PAN). 

The economic team is pro- 
market, and draws on some of 
the best economists from the 














































ing the royalties paid by Pemex, the state c 
company, to make government income de: 
pend lesson swings in the oil price. 
The economy is already growing at over: 
7% this year, but is showing signs of over- 
heating. Since raising interest rates risks. 
strengthening an overvalued peso, that 
backs up the case for tax increases. But the 
raargins, both economic and political, аге 
tight: Mr Gil's love of fiscal austerity will 
clash with pressure from his colleagues to 
spend more on social projects. Mr Gil will 
anyway have only 13% of next year's budget 
to play with; the rest is already earmarked. . 
Economic management is being shaken 
up. Mr Fox talks of giving more autonomy to 
the banking regulator, and he has splitup the 
trade and. industry. ministry. Most. of 
functions have gone toa new economy min. 
istry, with a beefed-up mandate to help 
small and medium-sized business, partly. 
though micro-credit schemes. 
It is not yet clear, however, whether M 
Fox will fight for sufficient structural refon 
to achieve faster growth. His plans for dea 
ing with Mexico’s energy bottleneck look to 
modest. He will keep the state oil monopoly, 
but try to modernise it, and allow more priv- 
ate investment in electricity generation. He 
also plans to liberalise rigid labour and 
trade-union laws, and to give pension funds. 
greater freedom in investment. 5 
His social objectives include 
spending an extra 3% of Gbr on educa- 
tion (which gets 4.5% now), and increas- 
ing other social spending by 2% of 
сюр. The aim is to raise the average 
level of schooling from 7.7 years 
now, to ten years, and to reduce. 
the numbers of Mexicans in 

\ poverty by a third. Some of 
) the money ууошавооп аву$- 
tem of loans to allow the | 
poorest to study at university. - 
He also wants to continue Mr 
Zedillos successful (but fairly 
expensive) Progresa . pro- 
gramme, which combines edu- 
cation, nutrition and health 

benefits for the poorest. 

Mr Fox inherits a system in 
which, in practice if not in law, . 
almost all power has been cen- 
tralised in the presidency. He 
plans political reforms to de- 
volve more power and money to. 











past two PRI governments, It is 
headed by Francisco Gil Diaz, a 
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. . legislators (but not, so far, the president) to 
г stand for re-election to consecutive terms. 
But in some limited areas, he wants to 
strengthen presidential power with respect 
to Congress, for example, by allowing the 
government to repeat the previous year's 
budget if a new one is not approved in time. 
Thesecond main area of political reform 
involves cleaning up the darker corners of 
the ркт regime. Mr Fox's most important 
proposals in this area involve shaking up 
Mexico's notoriously ineffective, graft-rid- 
den and abusive police. Responsibility for 
federal police forces is to be centralised in a 
new public-security ministry (already ap- 
proved by Congress), to be headed by Ale- 
jandro Gertz, who got mixed reports when 
brought in by the leftist Party of the Demo- 
cratic Revolution (PRD) to do a similar job for 
Mexico city’s police. Mr Gertz talks of mov- 
ing towards a single “universal” police force, 
trained in all aspects of law enforcement. 

Adolfo Aguilar Zinser, a left-wing aca- 
demic and politician, has been chosen as na- 
tional security adviser, another new post. 
His job is.to.oversee the secret service, and 
stop it from snooping on the opposition. 

» Other plans include an independent audit 
office to fight corruption, a beefed-up hu- 
. man-rights commission and a freedom-of- 
... information law. To settle the long-running 
: Zapatist rebellion in the southern state of 
.'. Chiapas, the government wants Congress to 
“approve alawon indigenous rights. 
Changes are planned, too, in foreign 
policy. Under Mr Fox, and Jorge Castarieda, 
his foreign minister (another academic from 
the left), it will be more outward-looking 
than under the pri. In particular, that means 
strengthening ties with the rest of Latin 
America, especially Central America, and 
supporting the proposed Free-Trade Area of 
the Americas. Mr Fox has named Ernesto 
`. Ruffo, a former PAN governor of Baja Califor- 
nia Norte state, to a new cabinet post to han- 
dle all issues connected with the United 
States-Mexico border. 

It is a hugely ambitious agenda. Much of 
it makes sense. Never mind that some of it 
differs little from what the Zedillo govern- 

“ment has done or was planning. Microcre- 


its, for example, already exist. Mr Zedillo 


proposed electricity liberalisation, but was 
turned down by the prt in Congress. Yet oth- 
ers among the proposed changes, especially 
some of the political reforms, would have 
been unimagineable under the pri 
How many of his plans will Mr Fox 
manage to implement? That is where the 
doubts start. The new government's rela- 
tions with Congress will be crucial —and dif- 
ficult. The PAN isin a minority inboth houses 
of Congress; The opposition parties, the PRI 
and the PRD, are both wracked by infighting. 
That might help the government wheedle 
majorities, but on a bill-by-bill basis—espe- 
-cially tough for planned amendments to the 
constitution (see table on previous page). 
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- And even the ғам is not totally behind Mr 


Fox; having kept it at a distance since win- 
ning the election, he has tried to mollify it by 
offering some members cabinet jobs. Above 
all, Mr Fox lacks seasoned political operators 
who can negotiate behind the scenes with 






"the country's many interest groups. 


Instead, he may try and use his charisma 
and his popularity to appeal over the heads 
ofsuch groups to Mexicans at large. For Mex- 
ico, that is a wholly new kind of politics. It 
might work—or it might not. 
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Canada 


Little guy wins big 


OTTAWA 


A remarkable election leaves Jean Chrétien free to define his legacy 


EAN CHRETIEN's gam- 

ble has paid off. Can- 

ada's prime minister, 
who likes tocall himself “le 
ptit gars de Shawinigan", 
won bigin the general elec- 
tion he called for November 27th. In fact, 
"the little guy" won bigger than even he had 
expected: his Liberals took 172 seats, a com- 
fortable majority in a House of Commons of 
301, and a remarkable advance on the 155 
seats they won in 1997. 

Mr Chrétien’s decision to call an election 
less than four years into his five-year man- 
date was widely criticised, and its wisdom 
doubted by many of his own mes. But it 
turned out to be a clever stroke. Canadians 
are unusually contented, thanks to a boom- 
ing economy and pre-election tax cuts. And 
the snap poll caught the main opposition, 
the conservative Canadian Alliance, unpre- 
pared in the crucial arena of Ontario, where 
this newly minted party had hoped to ex- 
tend its base from western Canada. 

The Alliance leader, Stockwell Day, had 
campaigned vigorously in rural and subur- 
ban Ontario, but his party's reward was a 
meagre two seats in the province. The Liber- 
als secured their Ontario base, holding 100 of 
the 103 seats. Their gains came elsewhere. 
They rebounded in the mainly depressed 
Atlantic provinces, after promising C$700m 
($456m) for job creation there. They took 
eight extra seats, seizing six back from the 
leftish- New Democrats and two from the 
Progressive Conservatives. More surpris- 
ingly, they also made inroads in Quebec, 
taking six seats from the separatist Bloc Qué- 
bécois (BQ). 





Two things helped the Liberals there. 
Firstly, since Jean Charest, the former federal 
Conservative leader switched to become the 
Liberal leader in the province in 1998; most of 
his supporters seem to. have’ followed 
him—to show their support for federalism. 
Secondly, the so was not much helped by its 
association with the provincial government 
of Lucien Bouchard, which is pushing 
through. an unpopular amalgamation ‘of 
municipalities. Giles Duceppe, the во 
leader, ran a polished campaign, but got little 
support on the hustings from Mr Bouchard. 

The Alliance consolidated its position as 
the main opposition. It tightened its grip over 
the four western provinces, and attracted 
some erstwhile Conservative supporters. But 
although Mr Day is a fresh and lively leader, 
the Liberals managed successfully to paint 
him as an extremist who threatened the 
health service and abortion rights. 

That seems to have checked the Alliance. 
It allowed Joe Clark, the Conservative 
leader, to defend his party from extinction. 
He won his seatin Alberta, but spent most of 
the campaign in the Atlantic provinces. His 
nine-seat haul there helped the Conserva- 
tives reach the 12-seat threshold nationally 
for official recognition as a parliamentary 
party. (The New Democrats, too, only just 
passed this barrier.) 

But what really hobbled the Alliance 
was its mistaken arithmetic in Ontario. Its 
backers had reckoned that by combining the 
1997 vote of the two right-of-centre parties, 
the Reform party and the Conservatives, the 
Alliance could win 40 seats in the province: 
Conservative voters had other ideas. Some 
Switched to the Liberals. Others stuck with 
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Юе came out looking good from 
Haiti's presidential election on No- 
vember 26th. The electoral council claimed 
that around 68% of voters turned out, a fig- 
ше belied by near-deserted polling 
booths. The council said that 92% of the 
votes were cast for Jean-Bertrand Aristide, 
whose Lavalas Family party was widely 
believed to be responsible for intimidation 
and violence before the election. 

But perhaps the biggest embarrass- 
mentis to the various foreign countries and 
agencies who have attempted to sow a 
seed of democracy in Haiti, which seems to 
have failed to germinate. Chief among 
these is the United States, which spent $2.2 
| billion and sent 20,000 troops to "restore 





Aristide once again, 






in Haiti 


democracy"—ie, Mr Aristide, in 1994, after 
à coup three years earlier had ousted him 
from the presidency. 

After fraud in local elections in May, 
the United States, like other foreign donors, 
suspended aid to the Haitian government; 
next year only $76m from the us Agency 
for International Development, aimed at 
Haitian non-governmental organisations, 
will remain. Kofi Annan, the un secretary- 
general, recommended before the presi- 
dential election that his organisation shut 
down its mission next February. 

While Mr Aristide has been increas- 
ingly criticised by foreign observers, so too 
were opposition parties for a principled 
but pointless boycott of the polling. The 17- 


party Convergence movement now says it 
will form a “democratic alternative”, 
though without explaining what that 
could mean in a country where Lavalas 
dominates parliament and all levels of 
government. 

Now that Mr Aristide, a former Catho- 
lic priest, has power again—he formally 
takes office in January—what he plans to 
do with it will become apparent. His first 
term, which he won with huge popular 
support after decades of dictatorship, was 
interrupted by the coup; his attempts toex- 
tend his term to compensate for the time 
lost were discouraged, perhaps unwisely, 
by the United States. Now Mr Aristide 
faces a choice. He could reactivate foreign 
aid by carrying out democratic reforms. 
But having got this far with precious little 
democracy, he may have other ideas. 
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Mr Clark, who in refusing to join the Alliance 
turned out to be the Liberals’ best friend. 

Mr Chrétien, at 66, now stands at the 
pinnacle of a long career, having achieved 
the rare feat of winning three majority gov- 
ernments in a row. Canadians may not like 
him much, but his lackadaisical manner 
conceals an effective and often underrated 
politician. His party's improved standing in 
his native Quebec would seem to vindicate 
his tough line against separatism. 

The new term will decide Mr Chrétien's 
legacy. Going back on earlier hints that he 
would step down, he said this week that he 
plans to serve it in full. On policy, he faces 
some tough choices. On the one hand, as he 
said after his victory, there is still much to do 
in social policy to keep Canada “the best 
country in the world", as it is ranked by the 
United Nations Human Development In- 
dex. One priority is reviving the health ser- 
vice. Another is the environment. The gov- 
ernment's relaxed stance on global warming 
has been deplored by Europeans, in a rare 
international rebuke for Canada. 

On the other hand, Mr Chrétien must 
look over his right shoulder at the Alliance. 
Its championing of lower taxes, and the need 
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for Canadian business to compete with 
American rivals, will place limits on the gov- 
еттеп scope for social democracy. Іп the 
small matter of organising an election, how- 
ever, Canada showed this week that it is 
roughly a century ahead of the United States. 
It took officials just four hours to count (by 
hand) almost every one of nearly 13 million 
paper ballots, cast in 50,000 polling stations 
scattered across a vast country. 
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Cleaning up 


LIMA 


ALENTIN PANIAGUA, Peru's caretaker 

president, has appointed a cabinet in his 
own image. Its members are well-known 
democrats, a shade left of centre, and some 
are rather older than the 64 year-old presi- 
dent himself. But if they had expected qui- 
etly to mind the shop until handing over to 
an elected successor in July, they are quickly 
beingdisabused. 

One pressing matter left by the sudden 
downfall last month of President Alberto 
Fujimori is the economy. Its recovery from 
recession had been accelerated by furious 
government spending ahead of his rigged re- 
election in May. But six months of political 
tumoil has left it reeling again. 

In September, after positive month-on- 
month growth figures throughout the year, 
GDP slipped by 0.1%. For the period between 
October and December, it is likely to shrink 
by 1%, cutting annual growth to 3.5%. The 
new recession is likely to last at least until the 
second half of next year, according to 
Macroconsult, a consultancy. 

That leaves a familiar problem for Javier 
Silva Ruete, the new economy minister. In 
the same job two decades ago, he put the 


public finances in order for an outgoing mili- 
tary government. Now he must deal with a 
fiscal deficit which by September had bal- 
looned to 3% of pp, against rwr targets of 2% 
for this year and 1.5% in 2001. But after Mr Pa- 
niagua mused about “adjusting” debt pay- 
ments to Peru's “economic and social capac- 
ity”, Mr Silva had to hurry to explain. Peru 
will rigorously service its debt (which totals 
$28 billion), he said. He will merely try and 
change its “profile” by seeking longer-term 
loans and perhaps a bond issue. 

That follows the policy of Carlos Boloña, 
his predecessor. And even if debt markets 
may not be charitable to Peru at present, Mr 
Silva is more likely than Mr Bolona to be able 
toget help from the development banks. 

But faced with a slump, and popular 
pressure, it is not clear that the new govern- 
ment will carry out the rest of Mr Bolona's 
plan to restore Peru to fiscal health. “Му fear 
is that the new cabinet does more than it 
should in areas where it should do nothing," 
says Pablo Secada, an economist at BscH, a 
Spanish bank. “Апа that where it has to act, 
in cutting spending and carrying on with 
privatizations, it will not do so adequately.” 
The government has already postponed the 
auction of concessions to run the ports. 

On another front, all is action. The new 
defence minister immediately sacked 13 
army generals linked with Viadimiro Mon- 
tesinos, Mr Fujimori’s disgraced intelligence 
adviser. He named a Montesinos foe as the 
new army commander, and tumed control 
of the joint chiefs of staff over to the air force. 
The army will need further purging, but the 
message is clear. 

More cleansing will be needed in the 
electoral authority. Time is short. The elec- 
tion ison April 8th. This week, Jorge Santiste- 
van resigned as Peru’s independent om- 
budsman in order to launch his presidential 
candidacy. Others will soon follow. 
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Ehud Barak's race for peace 


CAIRO AND JERUSALEM 


The Israeli prime minister’s best chance of winning the early election he has 
just called is to make it a referendum оп a peace agreement. But how to get 


‘that agreement? 


T NOT blind,” said Ehud Barak when 
he intervened in a raucous Knesset de- 
bate on November 28th on an opposition 
bill calling for elections. “I see the House 
wants elections. Well then, we shall have 
elections. 'm not afraid of elections. Гуе won 
every election I've fought in.” He was jump- 
ing smartly, before being rudely pushed. 
The bill was set to pass comfortably on its 
first reading. Now Mr Barak’s Labour Party 
and the main opposition party, the Likud, 
are haggling over an election date. They are 
likely to agree on mid-May—exactly two 
years since Mr Barak swept the Likud's Bin- 
yamin Netanyahu from power with а 5696 to 
44% victory that seemed certain to keep him 
in office for at least four years. 

The Al Aqsa intifada, an explosion of 
Palestinian frustration after the failure of the 
Camp David summit in the summer, was Mr 
Barak’s undoing. But so was his remarkable 
inability to retain the allegiance of his do- 
mestic political allies, in Labour and among 
its coalition partners. A perverse military 
mix of high-handedness and offhanded- 
ness alienated and antagonised those who 
most wanted him to succeed. 

“If he commits suicide, why should we 
die with him," some asked of their unloved 
leader. There is talk of the Knesset speaker, 
Avraham Burg, running against Mr Barak in 
the Labour Party primaries. As a religiously 
observant man and the son of the long-time 
leader of the National Religious Party, Mr 
Burg appeals to traditional and moderate- 
Orthodox voters. But as a consistent 
dove--he was a founder of Peace Now—he is 
also well liked on the left. 

But Mr Barak hopes that by election day 
the peace process will look much more pro- 
mising, and that this will bring him victory 
despite the present odds.The opinion polls, 
which show him lagging far behind Mr Ne- 
tanyahu, consistently show a majority in fa- 
vour of continuing the peace talks with the 
Palestinians, and prepared for far-reaching 
concessions. If Mr Barak can bring home the 
draft peace agreement that eluded him and 
Yasser Arafat at Camp David, or even a less 
ambitious accord, providing Palestinian 
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statehood but leaving the issues of Jerusa- 
lem and the refugees for further negotiation, 
the election would become, in effect, the ref- 
erendum on peace that he promised. 

Mr Barak dismisses any notion of lame 
duckness and insists that his peace di- 
plomacy will continue vigorously during the 
months ahead. Likud leaders pledge with 
equal vigour to prevent him “stealing the 
election”. Palestinian spokesmen, in their 
initial comments, properly kept aloof from 
the Israeli domestic fray. But Mr Arafat will 
have to come to terms with the inescapable 
fact that his vicarious involvement in the Is- 
raeli political process has become more cru- 
cial than ever. Palestinian decisions—for the 
intifada and the peace talks—could directly 
influence the election outcome. 

The confluence of domestic and di- 
plomatic circumstances could thus be a 
direly needed catalyst for peace. But it could 
also prove pernicious. If the intifada contin- 
ues during the election campaign, Mr Barak 
will be tempted to strike back ever harder. 
He cannot afford to be perceived by sections 
of the electorate as soft or hesitant. And the 
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rak's take-it-or-leave-it offer at Camp David. 
fell short of that promise, and felt cheated. 

After the diplomatic breakdown, th 
Palestinians wanted to remind the world 
that they still live under military occupation, 
and that this makes them desperate eno 
to do dangerous and violent things. Israelis 
wanted to remind the Palestinians that the 
are infinitely stronger, equally determine 
and in charge. But the ensuing camage 
worse than anyone could have want 
more than 280 people have by now been 
killed, 35 of them. Israelis, and. thousand 
have been maimed). 

Both Mr Barak апа Mr Arafat hav 
merely been reacting to events, oscillating 
between peace and war. Mr Arafat, as 
prised by this intifada as he was by the last. 
one, appears to have given up trying to steer 
the uprising in favour of holding on for dear 
life. But the oscillations provide open season 
for. spoilers on either side, be they Israeli 
hawks who would rather have Jewish trailer 
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parks in Gaza than peace, or Islamists who 
still talk of driving the Jews into the sea. 

Israel has grown fearful that interna- 
tional sympathy with the Palestinians could 
translate into tactical gains. But the Palestin- 
ians are getting little beyond sympathy: the 
world, as they see it, seems content to regard 
their uprising as a noisy prison riot, with the 
jailers just happening to use laser-guided 
rockets to enforce a lock-down on 2.3m peo- 
ple. America, the main supplier of peace for- 
mulas until lately, is distracted by local con- 
cerns. Cairo, Moscow, and the headquarters 
of the un in New York have all witnessed 
flurries of diplomacy. 
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Step by step or all at once? 

The diplomacy has produced little so far. Is- 
rael insists that the violence must stop before 
serious talks start, yet its own harsh tactics 
exacerbate the tension. Palestinians say that 
Israel should recognise that their uprising is 
not the disease, but rather a symptom of a 
wider political problem. Therefore, they say, 
political cures are what is needed. But the ac- 
tions they demand, such as a full Israeli pull- 
back from Palestinian towns or the imposi- 
tion of uN peacekeepers, are rejected by 
Israel. It looks like an impossible logjam. 

Yet there may be room for manoeuvre. 
With a surprising degree of convergence, 
peaceniks on both sides are outlining two 
possible paths out of the mess. 

The first option is a limited disengage- 
ment of forces, followed by further confi- 
dence-building measures. These would 
eventually lead, after another interim per- 
iod, to resumed “final status” talks on the 
vexed issues of borders, Jerusalem, Jewish 
settlers and Palestinian refugees. The lines of 
disengagement are not hard to identify. Al- 
though fighting has spread far and wide, 
much of it has been concentrated at certain 
flashpoints, such as the crossroads near an 
isolated Israeli settlement in Gaza, which 
Palestinians now call Martyrs’ Crossing. 

Nor is it hard to spot possible confi- 
dence-building measures, such as acommit- 
ment by Palestinians to soften their warlike 
propaganda, for example, or a total freeze on 
Israeli settlement-building. On November 
30th Mr Barak suggested he would be ready 
to trade more land on the West Bank for an 
interim peace deal. 

But the Palestinians are deeply reluctant 
to resume talks where they left off. They 
have come to see the painfully prolonged, 
American-sponsored peace process that 
started at Oslo in 1993 as a dead end. Its inad- 
equacy, in their eyes, is that it sets aside what 
Palestinians regard as their legitimate claims 
under international law. Instead of being 
based on the inadmissibility of acquiring 
land by force (uN Security Council resolu- 
tion 242), the illegality of building settle- 
ments on occupied territory (the Geneva 
Conventions) and the right of refugees to re- 
turn home or be compensated (uN General 
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Assembly resolution 194), the Oslo agree- 
ment envisaged step-by-step compromises 
oneach of these issues. 

This may have been the best way to en- 
tice Israel into the bargain, but to Palestin- 
ians, who cling fiercely to the conviction that 
justice is on their side, it smelt of a sell-out. 
Moreover, throughout the process Israel 
continued toexpand its settlements, so flout- 
ing America's written promise that no party 
would "take unilateral actions to predeter- 
mine issues" (a Letter of Assurance on the 
terms of the 1991 Madrid peace conference). 

The second option would be to go 
straight fora permanent solution. This could 
be done either through direct, secret talks of 
the kind that have often produced negotiat- 
ing breakthroughs, including Oslo. Or the 
path could be through a new multilateral ef- 
fort that would involve the United States but 
other countries as well. The advantage of a 
comprehensive deal lies, first, in its speed 
and, second,in the fact that it could be easier 
for Mr Barak and Mr Arafat, both of them 
weakened leaders, to market a completed 
agreement to their disillusioned people. 

a 





Kenya 
Blessed drops 


KAJIADO 


VER most of Kenya last week the heav- 
ens opened. The whole country, from 
pastoralists caring for their dying herds to 
city dwellers chasing loans to pay for power 
supplies, rejoiced at what seemed to be the 
end ofa three-year drought. But the rain has 
not washed away Kenya's troubles. 
For the Masai nomads on the parched 
southern savannah the rain will, in the short 
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term, even make matters worse. Around 80% 
of their herds have died over the past six 
months, and the rain is doubling the death 
rate—the starving animals cannot stand up 
to the chilly showers. Masai herders, sur- 
rounded by carcasses, haul famished cows 
to their feet, goading them to live until the 
first shoots of the new grass begin to show 
next week. If the rain falls for another two 
weeks, the pasture will begin to recover. 
After a month, there could be milk for the 
Masai's wasted children and blood to feed 
their warriors. But it will take at least two 
years for them to rebuild their herds. 

The drought has driven home to the Ma- 
sai that their ancestral lands are no longer 
their own. Since the rains last failed, in 1994, 
much has been turned over to private own- 
ership. Many of the herders, who failed to re- 
alise that selling land that had been theirs by 
the right of ages would mean that their cattle 
could no longer graze on it, were happy to 
pass on their deeds for cattle or beer. Conse- 
quently, they lost half their land, including 
the reserve pastures that might have seen 
them through the drought. 

To counter this, aid agencies had been 
trying to change the Masai’s traditional 
ways, offering them more productive breeds 
of cattle, and teaching them simple farming 
methods. But when the drought began to 
bite, the pedigree Friesians were the first to 
drop, and the maize crop shrivelled in the 
ground as black soil turned to powder cake. 

The response of donor countries to the 
drought has been laggardly, at best. The UN's 
World Food Programme (wrr) is afraid that, 
when they hear of the rain, the money will 
dry up altogether. The wer itself is so little re- 
assured that it is extending the emergency 
feeding operation, for 4m Kenyans, until 
next June. It believes that the rain would 
have to continue at its present intensity 
throughout December to have a serious im- 
pact on next year’s harvest. 

The drought has presented Kenya’s lead- 
ers with a different set of problems. Their 
farms and orchards continue to thrive on the 
shores of Lake Naivasha or on meltwater 
pumped from the slopes of Mount Kiliman- 
jaro. But Nairobi's reservoirs have began to 
run dry, and the country’s hydroelectric tur- 
bines to grind to a halt. Where, people won- 
der, are the reserve reservoirs for which tens 
of millions of dollars were paid in the 1980s? 

The government clutches at a double ex- 
cuse: three years of drought and a three-year 
freeze on iF loans to Kenya, because of the 
country’s endemic corruption. International 
lenders left us in the lurch, the politicians tell 
their people; drought brought us to this, they 
tell the imr, which unfroze loans in July and 
stumped up $52m specifically to deal with 
the drought in October. But if, after the rain, 
Nairobi remains crippled by stringent 
power and water rationing, the government 
will be hard put to find a third excuse. 
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Ghana 


Life after Jerry 


ACCRA 


The departure of the man who has ruled Ghana for 20 years does not mean 


just the arrival of a new president 


NEWCOMER to Ghana would see two 

dull but decent gentlemen called John 
stomping the land politely asking people to 
vote for them on December 7th. Professor 
John Atta Mills, the vice-president, and John 
Kufour, his chief challenger for the presi- 
dency, are lawyers who are polite to each 
other and have almost no differences of pol- 
icy. The voters gather at rallies, cheer and 
wave party flags. The candidates (there are 
also a few no-hopers) boom promises at 
them through loudspeakers: more develop- 
ment, less corruption, more action, less 
waste, and a better life for all. 

It looks like a routine election, but ap- 
pearances deceive. Ghana has reached a his- 
toric moment. The man who has ruled the 
country for 20 years, President Jerry Raw- 
lings, is stepping down. A colourful fellow of 
uncertain temper, he has beaten up his min- 
isters, and fallen on his knees in front of 
crowds. The big question now is not which of 
the two worthy Johns will succeed him so 
much as what Ghana will be like without 
him. Quieter and duller, for sure (provided 
he himself stays quiet); but his departure will 
stir some unforgotten corpses in their graves. 

In 1979 a group of young revolutionaries 
seized power in Ghana. They wore sandals 
made from car tyres, adored Che Guevara, 
lined up previous military rulers and shot 
them. This was, they said, “house-cleaning”. 
Mr Rawlings was their leader, a half-Scottish 
32-year-old air-force flight-lieutenant who 
became the darling of Ghana’s impover- 
ished masses. Today the ex-revolutionaries 
are middle-aged men with bank accounts 
and houses overseas, mobile phones and 
paunches that barely squeeze into their de- 
signer suits. Mr Rawlings has a fleet of fast 
cars, including a flashy Jaguar. 

He did carry out a revolution, but it was 
not the promised left-wing one (and that lost 
him quite a few of his old comrades). He 
wooed the West and took the advice of the 
World Bank and the mr. Life has become 
somewhat better for most Ghanaians. Many 
more areas now have roads, schools, clean 
water and electricity. In the past few years 
Mr Rawlings's rule has been rewarded by 
visits from America's Bill Clinton and Brit- 
ain's Queen Elizabeth. 

He has even become a democratically 
elected president. He won an election in 1992 
which the main opposition party boycotted, 
but then a contested one in 1996 with 57% of 
the vote. Last year he announced that he was 
retiring and named Mr Mills as his choice for 
the succession. With the backing of the Na- 
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Rawlings winks goodbye 


tional Democratic Congress (мос), the rul- 
ing party which is indistinguishable from 
the state in many areas, it should have been a 
smooth transition. But Mr Rawlings may not 
ride off into the sunset so easily. 

It was Mr Rawlings the rural masses 
adored, not the Npc. Without his face on the 
ballot paper, whose will they tick? Many 
мос people fear that they will vote for Goo- 
sie Tanoh, once Mr Rawlings's loyal party or- 
ganiser, who split with him a year ago and 
formed his own party. He looks like his old 
boss. Don't vote for the one who looks like 
me, bawls Mr Rawlings to puzzled crowds. 

This has rattled the ruling party. The 
electoral commission has issued some 8.5m 
registration cards to eligible voters, including 
their photographs. That sounds about right 
for a population of 185m, almost half of 
whom are less than 18 years old. The old 
voter list had 11m names on it. That was far 
too many, which could explain why the NDC 
did unexpectedly well in some areas in 1996. 
As if to confirm these suspicions, the ruling 
party is demanding that the old thumb- 
print voting cards should be allowed as well. 
No, says the electoral commission, unless the 
voter can clearly identify himself. 

The main opposition group, the New Pa- 
triotic Party, has solid roots. After losing the 
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1996 election it kept its leader, John Kufour. 
Opinion-poll evidence, though skimpy, sug- 
gests it has picked up support since then. 
There may be no policy differences between 
Mr Mills and Mr Kufour, but people seem to 
want a change of party at the top. And they 
are far better-informed than they were four 
years ago, thanks to a rash of new rM radio 
stations which give a very different picture of 
life in Ghana from the patronising propa- 
ganda put out by the state radio. 

One reason why many people may vote 
for Mr Kufour is the state of the economy. 
Under the guidance of the rwr and the 
World Bank since the early 1980s, there have 
been some tough reforms. But current inter- 
est rates are nearly 50%, inflation is running 
at 35% and this year's growth is predicted by 
some to be a miserable 1%. The mmr claims it 
will be nearer 4%, and blames recent pro- 
blems on the high price of fuel and the low 
price of cocoa, Ghana’s biggest import and 
export, respectively. 

The government has not cut its spending 
or raised fuel prices as much as it might have 
done because this is election year. But even 
on an optimistic reading, Ghana is unlikely 
to reach middle-income-country status for 
another 20 years. It is also getting more cor- 
rupt, according to an unpublished World 
Bank report. Corruption and the gulf be- 
tween rich and poor helped to bring about 
the 1979 revolt. 

It may be that neither Mr Mills nor Mr 
Kufour will win the required 50% of the vote 
first time round, and will have to face a run- 
off. Mr Rawlings, who admits to ambivalent 
feelings about democracy, is nervous. What 
will he do if Mr Kufour wins? The ghosts of 
executed past rulers, and of three judges 
murdered in 1982, haunt his regime. These 
ghosts will reappear after the election if the 
families of the dead men begin legal pro- 
ceedings to reopen their cases. Mr Rawlings 
may yet have an uncomfortable retirement. 
—Ҥ— 





Mozambique 


Bad times 


ITH peace, annual economic growth 

rates around 10% and generous foreign 
aid, Mozambique seemed to have one of the 
brightest futures in southern Africa. But in 
the past few weeks the country's prospects 
were tamished. More than 40 opposition 
supporters were killed in anti-government 
demonstrations, 80 more demonstrators suf- 
focated in an overcrowded jail, and the 
country’s leading investigative journalist 
was felled in a sinister gangland-style mur- 
der in the capital. 

The determination of Frelimo, which has 
ruled Mozambique for the past 25 years, to 
maintain its near-absolute grip on power is 
undermining the country’s economic suc- 
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ernment demonstrations were called by the 
opposition Renamo party, highlighting its 
frustration at not being able to make any im- 
vo pact despite holding nearly half the seats in 
"parliament. It had pressed. lawsuits chal- 
. . lenging last year's parliamentary election, 
. obut the Supreme Court upheld the results. 
: The party was also frozen out of any provin- 
-cial governorships, even though it won a 
г majority of the votes in six of the country's 
ten provinces. 
E Renamo was-once a particularly brutal 
тере! group. Even though it is still short of 
well-educated leaders, it has transformed it- 
self имо а democratic political party and has 
., a committed following, especially in the 
|»... northern and central provinces. But Frelimo, 
^: Which like many of the other ruling parties 
. in southern Africa came to power by defeat- 
-ingacolonial regime, seems unable to accept 
















cess: Corruption is endemic. The anti-gov- ^ that opposition parties are legitimate. Econ- 


omic conditions in areas where Renamo is 
strong lag behind the rest of the country, said 
arecent United Nations report. 

Many resentments were expressed dur- 
ing the demonstrations, and in some areas 
the protests became violent. Renamo claims 
that the police opened fire on peaceful de- 
monstrators. Frelimo claims that Renamo’s 
leader, Afonso Dhlakama, was trying to take 
power by force, and it has threatened to 
prosecute him. One of the most violent 
clashes was in Montepuez, 1,600km (1,000 
miles)north of the capital, Maputo. The trou- 
ble was tragically compounded when those 
80 people died in jail. Renamo alleges that 
they were demonstrators who had been ar- 
rested, and were then lethally mistreated. 

Some Mozambicans called for an inde- 
pendent inquiry into the deaths. One of 
them was a well-known journalist, Carlos 





HOSE who like short stories, or happy 

endings, will find little comfort in the 
latest report on the global дт crisis pub- 
lished this week by uNArDs, the United 
Nations agency monitoring the epidemic. 
A staggering 218m people have died of 
AIDS since the first cases were diagnosed in 
the early 1980s, 3m in this year alone. 
Roughly one in every hundred of the 
world’s adults is infected with niv, the vi- 
rus which causes arps, 50% more than UN- 
Alps had predicted in 1991. 

The plague still hits hardest in sub-Sa- 
haran Africa, which accounts for 70% of 
the world's cases and 75% of its deaths. For 
the first time since the epidemic began, the 
number of new infections has fallen 
slightly, to 3.8m this year—but largely be- 
cause so many people are now infected 
with нту that the pool of potential victims 
is much smaller. And this lull 
in the viral onslaught could 

end if the disease takes off in 
| Nigeria, Africa's most popu- 
lous country and one of its 
least affected so far. 

In Africa, ну spreads 
mainly through. unprotected 
heterosexual intercourse, 
eased on its way by migrant 
workers, sexual violence 
(which makes young girls par- 
ticularly vulnerable to infec- 
tion) and the. prevalence of 
Other:  sexually-transmitted 
diseases which give the virus.a 
look-in. According to Peter 
Piot, head of uwaips, this 
deadly combination is com- 
pounded by poverty—which 

















Cardoso, editor and owner of Metical, a 
business newsletter. Mr Cardoso was also in- 
vestigating fraud worth $14m, to do with the 
privatisation ofa state-owned bank. A finger 
had been pointed at senior governmentoffi- 
cials. But on November 22nd, Mr Cardoso 
was shot dead as he left his office in central 
Maputo. The same night, a Radio Mozam- 
bique journalist who had reported the mur- 
der was told by a gang that he talked too 
much. Making their point, they slashed his 
tongue with a knife. 

Mr Cardoso's murder stunned the na- 
tion. Intense, driven, and often exasperating, 
Mr Cardoso was revered by his fellow-jour- 
nalists throughout southern Africa for his 
unquestionable integrity. Now, his murder- 
ers have silenced one of the voices that might 
have guided Mozambique out of its political 
corruption and stagnancy. 

poet | 








grammes, cripples health-care systems 
and makes costly drugs unattainable—and 
a “criminal waste of time" by many Afri- 
can governments which failed to tackle the 
epidemic at its early, tractable stages. South 
Africa will pay dearly for its lack of initia- 
tive:according to studies by ING Barings, an 
investment bank, arps will cost the coun- 
try $22 billion or 17% of Gop by 2010. 

While only a few countries, including 
Uganda and Senegal, have confronted the 
disease head-on, there are signs that Af- 
rica's leaders are slowly waking up to the 
devastation around them: next week's 
meetingof heads of state in Addis Ababa to 
discuss the epidemic may raise new inter- 
est, if not new resources. UNAIDS reckons it 
will take at least $3 billion a year to imple- 
ment comprehensive prevention pro- 
grammes, plus basic medical treatment for 


half of those affected. 

Matters are not much better in Central 
Europe and the former Soviet Union. Ram- 
pant intravenous drug use, collapsing 
health and education systems, and a lack i 
of political will to deal with the disease is | 
fuelling an arps explosion: the number of | 
нту infections has grown by three-fifths 
since last year. A few countries, such as 
Belarus and Kazakhstan, are tackling their 
infection rates. But Russia reported more 
new cases this year than in all of the pre- 
ceding 12 years—though this may be due to 
gross under-reporting in previous years. 

And even where the battle against aips 
has been most successful, there are signs of 
trouble ahead. Thailand has managed to 
reduce its number of new infections since 
the early 19905, largely through energetic | 
prevention campaigns among prostitutes. | 
But there are now worries that the disease 
is also spreading through non-commercial | 
sexual relations, which tend to be harder to | 
target. 








The story is not entirely | 
gloomy. The year has brought | 
new promises of money from | 
the c7 nations to help tackle | 
the crisis in developing coun- 
tries. And although anti-niv 
medicines are still prohibi- 
tivelyexpensive for mostof the 
world's afflicted, drug compa- | 
nies have at least started to | 
look at ways of lowering their | 
prices for the needy. Ноте- | 
£rown initiatives have vastly 
improved access in a few 
countries, such as Brazil. And a 
new vaccine, targeted at the 
type of uiv wreaking havoc in 
Africa, is scheduled to begin 
clinical trials in Kenya early 











hobbles prevention pro~: 











next year. 
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EUROPE 


Shaping the Union 


BRUSSELS 


The European Union’s summit in Nice next week is meant to prepare the 
ground for admitting the countries of Central Europe to the Union. But it may 
also hasten its division into an inner and outer core 


HE European Union has a knack of 
making even the most historic changes 
sound deadly dull. When the political lead- 
ers of the 15 EU countries assemble in Nice in 
southern France on December 7th, a literal 
reading of their agenda would not set many 
pulses racing. The over-arching aim of the 
negotiations is to prepare the ground to let as 

. many а 13 new members into the Union, 
. mostof them from Central Europe. 
‘No new countries will actually be 
admitted to the club in Nice. The 
impression that this is essentially a 
technical, preparatory meeting is 
heightened by the characteristi- 
cally yawn-inducing jargon the EU 
is using to describe the four main 
questions at issue (see our “menu’). 

But behind the bureaucratic 
language, the truth is that funda- 
mental issues are at stake. They 
concern the speed and degree of 
further European integration, the 
balance of power between the 
states of the European Union, and 
the possibility that the zu may split 
intoan inner and outer core. 

All these questions are re- 
lated—and movement on any one 
of them will affect the conclusions 
on the others. More majority voting 
on ви law will mean faster political 
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integration, but also raises the delicate ques- 
tion of balancing the voting power of big and 
small countries. And if the keener integra- 
tionists at Nice find themselves frustrated, 
that, in turn, will increase their appetite for 
more of another item on the menu—“en- 
hanced co-operation", allowing self-se- 
lected groups of countries to forge ahead 
without the others. 


and the European Commission in Brus 










The drive to extend qualified majority 
voting (ому), to prevent just one count 
from wielding a veto on certain matters, 
astensibly intended to ensure that the EU 
does not become paralysed by an expansion 
that takes in a lot of new countries. Most EU 
decisions are already taken by majority vot- 
ing, forexample matters to do with the single 
market. But many crucial issues are still su 
jectto a veto by any single country. Some ar- 
gue thatit will be impossible to take any de- 
cisions at all in these areas, once there are 26 
£u members, all with a veto. So.at Nice it is 
proposed to extend majority voting to some 
of the most sensitive areas of national po 
tics--including direct taxation, welfare poli- 
cies and immigration. ; 

- "Britain, a reluctant integrationist, wil 
most certainly block any attempt to get rid o 
the national veto over tax. France, Geman 


















all pushing to get rid of the : 
` Veto, insist soothingly that this i: 
- not about setting common tax 
rates throughout the ки. They talk 
instead of efforts to combat ta 
fraud and evasion. But the Briti: 
are not convinced, fearing that à 
phrase like "fighting fraud" coul 
potentially have very wide rami- 
fications. The British will probably 
get support from the Irish and 
from Luxembourg in fighting 
an erosion of the tax veto, Like 
Britain, these countries fear an EU 
effort toharmonise tax upwards. 

Other majority voting pro- 
posals offend other countries. The 
Spanish may well block anat- 
tempt to move to majority voting - 
on regional aid, since Spain is cur- 
rently oneofthebiggestbeneficia- 
ries of ки largesse—and stands t 
lose most financially as the EU! 


or 










































































EUROPE 





PARIS 


Fe all their pride in their Union’s open 
borders, there are some things that Eu- 
ropeans would rather not share with their 
neighbours. One is bovine spongiform 
encephalopathy (sse), or mad cow disease. 
Since the first case was detected in Britain 
in 1985, this disease that attacks the nervous 
system has cost the worst-hit countries, 
notably Britain, millions of cattle and bil- 
lions of euros in lost beef sales and com- 
pensation to farmers. But 
since continental Europe- 
ans in the mid-1990s took 
British beef off their 
shelves, British cowsout of 
their herds and British ani- 
mal feed off their farms, 
many European states 
thought themselves safe. 

No longer. Last week, 
the German and Spanish 
governments announced 
the first cases of Bse in 
their own cattle; earlier 
cases in Germany were in 
imported beasts. France 
has been in a flap for a month since three 
supermarkets announced that meat from 
a dozen cows in a herd known to harbour 
an infected animal had made its way into 
shops. Beef sales have fallen precipitously 
throughout Europe; five of France's neigh- 
bours, among them Italy and the Nether- 
lands, have imposed partial bans on im- 
porting French beef. 

The number of new confirmed cases— 
one each in Germany and Spain—may 
seem scant cause for concern compared 
with the thousands of stricken cattle in 





funds for poorer regions are channelled to- 
wards Central Europe. France does not want 
tolose its right to block trade agreements be- 
tween the Eu and the rest of the world, fear- 
ing that the rest of the eu would bargain 
away its cherished cultural protection poli- 
cies, The Germans may well resist moves to- 
wards majority voting on asylum and immi- 
gration policies. 

This long list of national objections may 
suggest little extension of majority voting. 
Not necessarily. Some 47 areas in which 
ому might be applied are up for discussion. 
Of these, as many as 20, perhaps more, could 
be agreed upon, including transport policy 
and financial regulation. 

Just as sensitive as what issues will be 
decided by majority voting is the linked 
question of how to define a majority. The 
present “qualified majority” is a careful bal- 
ance between the need to respect the rights 
of small countries and to give more weight to 
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The latest mad-cow panic 


Britain, Portugal and other harder-hit 
countries. But sse, like any other epidemic, 
starts small. France has already seen its 
documented cases treble since 1999 to at 
least 90 so far this year. 

More worrying still is how the new 
wave of BSE will translate into variant 
Creutzfeldt-Jacob disease (vCJD), its hu- 
man counterpart. Though the number of 
cases of BSE in Britain has fallen steadily, 





thanks to feed bans and mandatory cull- 
ing, the long incubation period of vCJD 
means that the number of patients is now 
rising, by 40% since last year to a total of 77 
confirmed cases since 1995. So far, France 
has two confirmed cases of vCJD; Ger- 
many has two suspected victims. 

Only a handful of European countries, 
among them Italy and Norway, are still 
BSE-free. But any country with a history of 
feeding meat-and-bone meal (a tidy term 
for ground-up bits of cows and sheep) to its 
cattle, particularly stuff imported from one 


countries with larger populations. So the 
largest countries (Germany, France, Britain 
and Italy)get ten votes each, while Spain, for 
example, gets eight and Luxembourg two. 
But stick with the current system in an en- 
larged Eu, and a coalition of small countries 
representing much less than half of the Eu’s 
population could achieve a “qualified ma- 
jority”. Hence the call for *reweighting". 

The simplest system—and the one that 
may in the end prevail—is the “double ma- 
jority”, where any decision would have to be 
backed not only by a majority of countries 
but also by countries that together have a 
majority of the £u’s population. The French 
argue that double majorities may be too 
hard to get. They also—more or less openly— 
resist the idea that Germany's larger popula- 
tion should entitle it to more votes. As a se- 
nior French diplomat puts it, “the eu’s whole 
basis is the notion of absolute equality be- 
tween France and Germany.” 





of the sse-hit regions, or of breeding cattle 
from a BsE-infected cow, is at risk. Conti- 
nental Europe's home-grown в$Е crisis 
may have barely begun. 

This week the European Commission 
announced a package of measures to stem 
the spread of the disease—and to calm 
consumers. Among them is a six-month 
ban on feeding meat-and-bone meal to 
any farmyard animal. 

Cattle probably acquire sse mainly 
though eating infected meal. All eu coun- 
tries have had to take their cattle off this 
diet since 1994. But only a few, such as Brit- 
ain, have banned itoutright 
for fear that tainted feed 
meant for, say, chickens 
might somehow make its 
way into the cattle trough. 
France and Germany did 
notcall for such action until 
the recent crisis erupted. 
The commission now also 
insists that all cattle over 30 
months old (the age when 
symptoms appear) must be 
tested Fu-wide for BSE, 
starting next year. 

Too little, too late? The 
mess unfolding in France, 
Germany and Spain is a frustrating echo of 
the sse drama that took place in Britain 
over the past decade. Thinking themselves 
immune from the “British blight”, many EU 
countries have lost a valuable chance to 
protect themselves by copying measures 
taken by their stricken neighbour—and by 
avoiding British ministers’ and officials’ 
mistakes. Germany’s farm minister, Karl- 
Heinz Funke, recently reassured his public 
that his country's risk of BSE was “very 
small”. A few days later, Germany was ina 
panic over its new cases. 














































But the same diplomat sighs that once 
you move away from the relatively simple 
idea of a double majority, “youopen up Pan- 
dora’s box.” The biggest single issue is the 
small countries’ fear that a move to give big- 
ger countries more voting power will mean 
that they strike bilateral bargains, then im- 
pose them on smaller nations. This arouses 
very strong emotions. A senior European 
Commission official has even warned that 
reweighting could lead to a return to bal- 
ance-of-power politics, “which produced 
two wars іп the last century.” 

Beyond the “big versus small” question, 
reweighting also evokes a host of other na- 
tional rivalries. Spain wants to be put on a 
par with the “big four” countries; the Dutch 
want more say than the Belgians, and so on. 

The reweighting of votes between coun- 
tries will inevitably become entangled with 
the third big item on the agenda: what to do 
with the European Commission in an en- 
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. larged eu. Most people think there are al- 

- ready too many commissioners; each coun- 
.. try hasone, and the bigcountries have two. If 
“this tradition t, increasingly pointless 
jobs will hav anvented to ensure that 
each country gets its commissioner. The big 
; accept losing their sec- 
for "reweight- 












of messy compro- 
i the first three is- 
sues—majo weighting, and the 
commissio! s potency to the 
fourth big issue, “enhanced co-operation”, 
jargon for letting groups of countries press 
ahead with closer integration, leaving the 
laggards behind. As the киз original six 
countries-—Germany, France, Italy, Belgium, 
ће Netherlands and Luxembourg—con- 
template the prospect of a gridlocked Union 
`: of up to26 countries, some influential figures 
care increasingly attracted to the idea of form- 
ing an “inner core” of true believers who 
could press ahead with “ever closer union". 
The most far-reaching version of these 
ideas would essentially lead to an eu within 
the eu. For example Jacques Delors, the most 
. ambitious and effective commission presi- 
“dent in modern times, is now arguing from 
his Paris think-tank in favour of an “avant 
garde” of eu members with its own Council 
of Ministers, bicameral parliament and 


mises, or ever 








elected president. This would aim to do 
everything from “enlarging the area of social 
protection”, to “projecting military power". 

Against this vision of a hard inner core, 
the British and others are pushing an idea of 
overlapping groups of co-operating coun- 
tries. This, for example, would allow the Brit- 
ish to keep playing a leading role in the 
newly enhanced European defence policy, 
but tooptout of the single currency. 

Only the milder version of enhanced co- 
operation ison the table at Nice. Initial agree- 
ment may, for example, let an inner core 
with- higher environmental standards be 
formed. It might be too much to expect poor 
newcomers from Central Europe to match 
western environmental standards, but then 
a richer countries’ club might be allowed to 
put more rigorous common standards on 
Western Europe. That could, however, cause 
problems for Europe's single market. 

But if Nice yields results that disappoint 
diehard integrationists, the Delorsian vision 
of a hard core, pressing on with “a federation 
of nation states”, will get a big push. Ironi- 
cally, the Nice summit, meant to pave the 
way for the Central European countries to 
join the Union, might end up provoking a 
process which means that by the time they 
areletin, an inner core will have movedon to 
formanew and more exclusive club. 
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іп the outgoing centre-right coalition and i 


the better chance of үй сї th 
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Romania 


Old left, new | | 
right, no ce tre - 


BUCHAREST 


ҮТ WAS. a double 
moderate centre 
The middle-of- 
has been running the country since 1996 W 
&nocked off its feet in the first round of th 
presidential election on November 26th 
One bit of the booting came from ап elder! 
ex-Communist, lon Шеѕси, who was Ro 
nia’s president until1996, and won 37%of the 
vote this time. The second, even more b 
was delivered by a nationalist tough, Corne 
liu Vadim Tudor, whosoared from a mere 4 
of the vote in 1996 to 28% now. The two me 
meet ina second-round run-off on Decem 
ber 10th. Exit Mugur Isarescu, prime minister 











presidential candidate, who collected apa 
“try 9% of the vote. 
Of the two front-runners, Mr Iliescu hz 


Mr Tudor would rule the country “wi 
“machinegun”, he should be able to pick 

the votes of quite a few of Mr Isarescu's1 

dle-of-the-roaders on December 10t 








| The permissive Dutch, in life and death 


HE Dutch have long been the most 

permissive of Europeans in matters of 
sex, soft drugs and suicide. But many of 
their liberal practices have been permitted 
with a nudge and a wink rather thàn pro- 
| tected by clearly defined laws. For in- 
stance, it has long been legal to smoke а bit 
of cannabis in certain places, yet it has 
been technically illegal to push the stuff. 
Similarly, it was legal to sell your body asa 
prostitute; but brothels were illegal. Now, 
most notably in the matter of euthanasia, 
the Dutch parliament has decided to spell 
things out more precisely. 

In Amsterdam's red-light district, 
prostitution has long been openly regu- 
lated and taxed. Now a new law has made 
brothels, as well as soliciting, legal. Some 
30,000 prostitutes across the country are 
| now recognised as freelance workers. 

Soft drugs, too, have long been toler- 
ated. Amsterdam's coffee shops offer a be- 
wildering variety of cannabis, "ecstasy cig- 
arettes" апа hallucinatory mushrooms. 
Some laws on drugs were recently tough- 
сепей, after France and Germany com- 
«plained, cutting the amount of cannabis 
which it was legal to possess from 30 
grammes to five. Cafes can legally sell up to 
five grammes to a customer a day. 

















The most controversial new law; even 
by Dutch standards, is on euthanasia. This 
week the lower house of the Dutch parlia- 
ment passed a new law to allow it under 
certain circumstances, Various Christian 
groups and the Vatican opposed it. But it 
has wide support in the country, went 
though the lower house by 104 votes to 40, 
and is set to sail through the upper house. 

People over the age of 16 who suffer 
acute and unremitting pain may now ar- 
range for doctors, who must follow precise 
guidelines, to put them todeath. А patient’ s 
doctor must get a second medical opinion 
and be sure (because of longstanding and 
repeated requests) that the patient has vol- 





dren may be helped to commit suicidi 


the new law. specifically legalises, rather 
than winks ап еуе at, euthanasia. 











unteered. Perhaps ка the patien 
need not actually be dying. And even chil 


provided that their parents agree. =) 

The Dutch have long tolerated eu 
:hanasia without making it explicitly lega 
A Rotterdam court in 1981 and the Nether. 
lands’ Supreme Court іп 1984 set prec 
dents by ruling against the prosecution of 
people who had assisted in suicides. But 


The Dutch law could be copied else- 
where. In many rich countries doctors ap- 
ply a “double effect" of shortening life by 
relieving: pain with drugs, but. no: other 
European country officially allows eu- : 
thanasia; Various countries, such as Ger- 
many and Spain, turn a blind eye to “pas- 
sive euthanasia”, for example by pulling 
the plug on people in a permanent coma. 
In Switzerland around 100 people who are 
already dying are helped tocommitsuicide 
every year by a society for the dying called 
хт, whose members have never been 
prosecuted. People in Britain, Denmark 
and Austria, to name a few,can write a “liv- 
ing will" to tell doctors not to prolong their 
lives if they are dying, And Britain's Volun- 
tary Euthanasia Society says that polling | 
evidence shows that four outof five Britons: | 
would support a law allowing voluntary _ 
euthanasia, similar to the Dutch one. 
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EUROPE 


will also note with satisfaction that, in the 
parliamentary election held on the same day 
as the presidential one, his (ex-communist) 
Social Democrats won 37% of the vote, as 
many as he got himself, whereas Mr Tudor’s 
Greater Romania Party got only about 20%. 
That gap should be big enough for Mr Iliescu 
to assemble a parliamentary majority if 
enough of the defeated centre-right prefers 
his ideas to thoseof Mr Tudor. 

But Mr Tudorcannotquite be written off. 
He is utterly biddable. The official poet be- 
fore 1989 of the wife of Romania's Commu- 
nist dictator, Nicolae Ceausescu, since 





Serbia and Kosovo 


communism’s fall he has nim- 
bly switched to winning votes 
by damning ethnic minorities 
and calling for the reconquest 
oflost Romanian provinces. 

Asan outsider to the post- 
communist establishment, Mr 
Tudor has also been free to as- 
sail Romania's woeful econ- 
omic record and thereby draw 
applause from many among 
the country's battered middle 
classes. Most Romanians are 
worse off today than they 
were before communism collapsed 11 years 
ago. The average wage is little over $100 a 
month, and inflation may reach an annual 
45% by the year’s end. Corruption is rife; a re- 
cent Gallup poll reported that two-thirds of 
those questioned had had to bribe their doc- 
tor in the past year to get medical treatment; 
a third had felt obliged to pay off policemen 
or city officials. Mr Tudor promises a tough 
law-and-order policy and the return of cash 
“by Christmas” to savers hurt by a string of 
bank failures. 

If he can build on his first-round mo- 
mentum, he may yet grab the presidency. He 





The tension rises again 


BELGRADE AND PRISTINA 


OR most of the past decade, ethnic-Alba- 
nian campaigners for Kosovo's indepen- 
dence from Serbia used to argue that for tac- 
tical reasons they preferred Slobodan 
Milosevic to his more moderate rivals: the 
awfulness of the Serb tyrant made it easier 
for his enemies to win international sympa- 
thy. Now consigned to the political wilder- 
nessand possibly facing legal action at home 
and abroad for his multiple misdeeds, Mr 
Milosevic is counting on a new threat from 
armed ethnic-Albanian separatists as his 
last, best hope of regaining some influence. 
But the tactic seems unlikely to work. 
Trounced in a presidential election in 
September and forced to leave office by a 
popular uprising on October sth, Mr Milos- 
evic made a rare foray outside the walls of his 
heavily fortified house in Belgrade last week- 
end to address a special congress of his So- 
cialist Party, where he was greeted with a 
standing ovation by 2,300 delegates. Neither 
his words nor his demeanour suggested that 
he planned to withdraw from political life. 
He denounced Serbia’s new rulers as traitors 
and warned angrily of a renewed threat to 
Serbia’s security from ethnic-Albanian guer- 
rillas—not in Kosovo this time, but in a strip 
of southern Serbia where 70,000 Albanian- 
speakers live just across the border from the 
disputed province, and where a low-level 
guerrilla war has been simmering. 
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The old strongman was re-selected to 
lead his party in elections to the parliament 
of Serbia, the larger of the two republics that 
make up the Yugoslav federation, on De- 
cember 23rd. Before the congress, many So- 
cialists had argued that ditching their old 
leader was the party’s only hope of survival; 
he evidently persuaded them otherwise. 

Perhaps conveniently for Mr Milosevic, 
tension in the hilly borderland to the east of 
Kosovo is indeed rising. Just before the con- 
gress, four Serbian policemen had been 
killed by an armed group that takes its name 
from the disputed region’s main towns: the 
self-styled Army for the Liberation of Pres- 
evo, Medvedja and Bujanovac, or UCPMB. 

This prompted the Yugoslav army to 
move its tanks to within a few miles of the 
conflict; but to the army’s frustration, the 
guerrillas’ main stronghold is the village of 
Dobrosin, inside the five-kilometre wide 
“ground safety zone” barred to Yugoslav ar- 
mour under an agreement struck between 
NATO and the Serbs to end last year’s bomb- 
ing campaign. This week a precarious cease- 
fire was holding up as Serbian police quietly 
retook a small settlement. 

President Vojislav Kostunica, the new 
Yugoslav leader, is doing an artful job of 
dealing firmly with Albanian separatism 
while keeping relations with western gov- 
ernments more or less sweet. Geoff Hoon, 





did especially well in the west- 
ern province of Transylvania, 
which has a large Hungarian 
minority and where many Ro- 
manians therefore like his 
nationalist tub-thumping. In 
the country as a whole, he won 
a lot of votes from the 

and from the owners of small 
businesses. 

If Mr Tudor becomes Presi- 
dent Tudor, his doubts about 
the privatisation of the coun- 
туз clunking state-owned 
industries—he blames privatisation for 
much of the corruption he denounces— 
could slam the door on the foreign investors 
Romania so badly needs. (So could a Presi- 
dent Iliescu, who has been hinting at some 
possible renationalisations.) Mr Tudor is also 
just the sort of rough-tongued nationalist 
who draws the ire of the ки” political moral- 
ists. His sudden rise in the polls, even if it 
does not carry him into the presidency, is lia- 
ble to damage Romania's hopes of being ad- 
mitted to the Union. For Romanians who 
want to join the modern West, November 
26th was not a good day. 
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Britain's defence minister, said at an eu-Bal- 
kan summit last week in Croatia that he felt 
some sympathy for Yugoslavia over its secu- 
rity worries. This marks a striking change 
from the mood during last year's war, when 
the Kosovo Liberation Army, some of whose 
people are helping the ucPMs guerrillas, was 
a virtual ally of мато in the campaign to 
drive the Yugoslav army out of the province. 

Even though many Serbian voters will 
be stirred by news of more threats against 
them by ethnic Albanians, Mr Milosevic will 
still find it hard to persuade them that his 
brutal tactics, which previously brought the 
country so much opprobrium, are still the 
best way to advance Serb interests. His So- 
cialists are still expected to be thrashed in 
next month's election. If so, then the real job 
of reforming Serbia can begin. 


— JB 




















Angela Merkel, Germany's gritty conservative 


T: ISnotjustthe hue of her jackets that has changed, from sombre 


greys and drab browns to flaming reds and bottle greens. Seven 
months into her job as the first female leader of one of Germany's 
main political parties, the Christian Democrats’ Angela Merkel 
looks a lot more confident, tough and determined. She is getting a 
grip on her demoralised, flailing, scandal-ridden party. After 
months of hesitant consensus-building and seeking the middle 
ground of German politics in keeping with party tradition, she has 
begun to pull it rightwards and give it more of a punch. And now, 
though she has yet to make herself or her party look like winners 
against Gerhard Schróder's ruling Social Democrats, she looks 
increasingly likely to be her party’s candidate (the job does not al- 


|. ways go to the party's leader) for the chancellorship in the next 

















| The novelty value of a fresh-faced 
. woman of only 46 from the former 


г she still has to watch her back. Most 


` Bavaria, the Christian Social Union, 
would have the better chance of beat- 
| ing Mr Schröder, 


general election, due in 2002. In other words, she is growing in stat- 
ure. Still, is she up to the challenge? 
The months ahead will be tough. 


communist east has worn off. In the 
first flush of her promotion to head the 
party, she raced upin the opinion polls, 
and even ran neck and neck with Mr 
Schroder for a while; now she is trailing 
him by some 17 points. Only 13% of vot- 
ers reckon that her Christian Demo- 
crats would be “best at solving Ger- 
many’s problems”. And, despite 
making ground within her own party, 


Germans, including those on the right, 
think that Edmund Stoiber, who heads 
the Christian Democrats’ sister party in 


But give Mrs Merkel her due. She 
took over at a dreadful time. Helmut 
Kohl, the party’s revered leader for 25 
years, had just been forced to resign.as 
its honorary chairman in the midst of a 
party-finance scandal that threw the 
Christian Democrats into the worst 
turmoil they had ever known. Wolf- 
gang Schauble, who had succeeded Mr 
Kohl às the party's leader after it lost power to the Social Demo- 
crats in 1998, had been forced to step down after becoming em- 


-broiled too. The Christian Democrats, who had run Germany for 


36 of the 51 years of the German Republic, were divided, decapi- 
tated, near-bankrupt, humiliated. 

It was also bad luck for Mrs Merkel that, just as she had taken 
over, with her party still mired in scandal, the Social Democrats 
were statting to claw back after a rotten first year in office. The 
economy, though it has recently slowed a bit, is chugging along at 
around 3%, double last year's growth rate. The government has 
found its feet; among other things, it has rammed through one of 
the country’s most radical tax reforms since the second world war, 
and is poised to tackle pensions. Most Germans now say that Mr 
Schröder is doing a good job. His foreign minister, Joschka Fischer, 
is Germany's best liked politician, followed by the chancellor, the 
finance minister and then Mrs Merkel. 

So whatcan she do? Nowhere in Europeis it easy, these days, to 
head acentre-right party at a time when the old left, across most of 
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the western half of the continent, has grabbed the middle ground. 
Mr Schröder has stolen many of the Christian Democrats’ econ- 
omicclothes. Moreover, many Germans still wonder whether Mrs 
Merkel, as an inexperienced Protestant woman from the poor east 
at the head of a still male-dominated and largely Catholic party 
whose deepest roots are in the rich Rhineland to the west, could 
actually achieve the authority to run their country. 

Still, she has made big strides. When she took over, her party 
was at war with itself. Most of its conservatives were loyal to Mr 
Kohl, while almost all its reformers were against him. She has 
made a peace of sorts with the old man, though in his just-pub- 
lished diaries he accuses her of colluding in his downfall. She has 
brought in a new team at the top, untainted by the financial muck 
of the past. And she has persuaded the party to stop looking back- 

wards and to start forging new policies. 
While Mr Kohl had been preoccupied 
with German unification and. his 
country’s place in Europe, Mrs Merkel 
wants to get back to basics. ^ 

At first she resisted the urgings of 
Mr Stoiber’s Bavarian conservatives to 
be more aggressive. Now she seems to 
havechanged her mind. And the party 
looks set to alter its style. Mrs Merkel 
has replaced the lacklustre Ruprecht 
Polenz as its general secretary with the 
brasher and more combative Laurenz 
Meyer, who says he will “fight with sa- 
bres rather than foils". 

There may be some policy shifts 
too. Only a month ago, Mrs Merkel 
carpeted one of her most senior col- 
leagues, Friedrich Merz, who leads the 
party in parliament, for talking too 
fondly about Germany's “Leitkultur”, 
or “defining culture”, in the context of 
assimilating immigrants; the phrase, 
she said, always had a "negative tone". 
More recently, however, she has in- 
sisted on including it in a party paper 
on immigration, saying that it should 
stimulate a “long overdue debate on 
our perception of our Heimat [home- 
land], nation and fatherland”. Indeed, 
she could risk being accused of that most serious of crimes in mod- 
em Germany: expressing nationalism. On "Europe", too, the 
Christian Democrats, though still on another planet compared 
with Britain’s Conservatives, may be getting a little more openly 
assertive of Germany's national interests. And recently Mrs Mer- 
kel has alsosounded more liberal in economics, In an effort to woo 
back businessmen, she has, for instance, been criticising laws that 
limit the number of consecutive hours that people can work. 

It has become plain that, for all her homespun charm, Mrs 
Merkel, a doctor of physics, is not the naive Ossi (East German) 
bumpkin that some took her for. She is shrewd and tenacious. If 
she has not altogether dispatched her rivals within the party, she 
has obliged them to keep their heads down. She has been cool in a 
crisis. Above all, she looks honest. A few months ago, commen- 
tators were calling Mrs Merkel soft, indecisive, lacking in authority 
and ideas. Since then, she has sharpened up; and the party’s rank 
and file have rallied to her cause. “Ifeel Ihave developed,” she says 
modestly. “Tve already achieved far more than I ever dreamed of.” 
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Half—way there 


F YOU fly to Lisbon, you get a glimpse, even before 

you land, of how much Portugal has changed in a 
very few years. Stretching for about 17km (11 miles) 
across the river Tagus is the Vasco da Gama bridge, 
Europe's longest, opened in 1998 and named after 
the explorer who 500 years earlier became the first 
European to sail to India. 
| On the west bank of the river, you might also 

catch sight of Nations Park, the site of the 1998 World 
Fair (Expo). The Expo was a grand party which at- 
tracted 10m people, about as many as live in the 
whole of Portugal. It also rescued a corner of Lisbon 
from dereliction. From the terrace outside his fifth- 
floor office, Antonio Mega Ferreira, the president of 
Nations Park, points out what was there before 
work started: an oil refinery, a barracks, an abattoir 
and a rubbish tip. The Expo's 150 pavilions have 
gone, but they have left behind a legacy of a shop- 
ping mall, a futuristic railway and metro station, 
flats and offices, in one of which people are already 
preparing Portugal's next big party, the 2004 Euro- 
pean football championship. 

Such projects exude freshness, confidence and 
pride, and indeed Portugal has plenty to be proud 
of. Any way you look at it—politically, economi- 
cally, socially—the country has come a long way in a 
short time. From the late 1920s until the almost 
bloodless revolution of 1974 it was a dictatorship, 
ruled until 1968 by the paternalist, arch-conserva- 
tive Antonio de Oliveira Salazar and thereafter by 
Marcelo Caetano. To emerge from that, and from a 
post-revolutionary decade of economic and politi- 
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cal chaos, as a stable democracy is a huge achieve- 
ment in itself. To develop economically the way Por- 
tugal has done in the past 15 years is close to 
miraculous. 

When Portugal joined the then European Com- 
munity on new year's day 1986, its GDP per head, in 
purchasing-power-parity terms, wes a mere 53% of 
the eu average. Closing the gap has been the stated 
aim of Portuguese governments ever since, and pro- 
gress has been swift: срр per head is now 75% of the 
European mean. No other hopefu. entrant to the 
European club—not the big next-door neighbour, 
Spain; not even Ireland, the Celtic tiger of the 1990s— 
has made up so much ground in its first few years of 
membership (see chart 1, next page). 

Yet the gap has merely narrowed, not disap- 
peared. “In New York or London there are pockets of 
poverty," says Antonio Barreto, director of the Insti- 
tute of Social Sciences at the University of Lisbon. 
“You have to say that Portugal is poor with pockets 
of wealth." Within Portugal, the speed of develop- 
ment has created stark juxtapositions of old and 
new, rich and poor. Just 100 yards from the spanking 
new stock-exchange building on the outskirts of Lis- 
bon is a collection of makeshift dwellings with cor- 
rugated-iron roofs and walls. In the steep streets 
around Oporto cathedral nestle tumbledown 
houses festooned with satellite-rv dishes. There is 
an obvious difference in living standards between 
the old, who live on pensions as low as 25,000 escu- 
dos a month, and the affluent, mobile-phone-toting 
young. Whereas Gor per head in Lisbon is about 


In only 15 years, 
Portugal has 
halved the big gap 
in living standards 
between itself and 
the rest of Europe. 
Finishing the job, 
says Patrick Lane, 
could take longer 
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Both Portuguese 
society and the 
economy have 

changed at 
bewildering speed 
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90% of the eu average, in the neighbouring Alentejo 
it is only 60%, and in the Azores 50%. 

And everywhere, there are signs that the journey 
is far from complete. The road from Lisbon to Sintra 
is lined with one half-built apartment block after 
another. Here and there, a reasonable road tums 
into a test track for a tank. And, says a grinning Lis- 
boan, “If you go to Oporto, don't mention the 
metro.” Portugal’s second city has been waiting sev- 
eral years for its urban rail system to be completed. 
Other projects in next year’s European City of Cul- 
ture, such as the House of Music on the Boavista 
roundabout, are also far from finished. 


Under construction 


Having narrowed the economic gap between them- 
selves and the rest of Europe so quickly, the Portu- 
guese might be expected to eliminate it in similarly 
short order. But progress seems to have slowed 
down. In part, this is the backlash of a consumer 
boom in the late 1990s. But Portugal may also be 
pausing after a long spending spree. When econ- 
omic liberalisation began in the mid-1980s, says Luis 
Filipe Reis, a director of Sonae.com, a telecoms com- 
pany, "It was as if people had at last been let into a 
cake shop. They ate a lot of cake.” Now indigestion is 
setting in. 

The economic evidence confirms the impres- 
sion of a slowdown. Between 1987 and 1991, says 
Abel Mateus, an economics professor at the New 
University of Lisbon, Portugal narrowed the gap 
with the eu in Gpr per head by 10.7 percentage 
points. In the following four years it shaved off only 
another six points, and in the four years after that, to 
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1999, only a further 3.4. With that sort of recent re- 
cord, and given the European Commission’s growth 
forecasts for 1999-2003 (an average of 3% for the 
whole ru, a little less for Portugal), convergence 
could take 70 years, says Mr Mateus. 

Most economists expect the economy this year 
to grow by less than the Eu average, for only the 
third time since Portugal became a member. Some 
think that the below-par performance will continue 
in 2001. Is this merely a temporary lull in Portugal's 
progress, or has the rate of catch-up slowed for 
good? The answer, this survey will argue, will de- 
pend on the country’s rate of productivity growth. 

If Portugal wants its Gop per head to grow faster 
than in the Eu as.a whole, it must do one of two 
things. The first is to increase the proportion of its 
population at work by more than the European av- 
erage (or to ensure that it falls by less). This is not out 
of the question, because Portugal's population is 
ageing less quickly than that of the rest of the £u. But 
the country already has full employment, as well as 
a higher female participation rate in the labour force 
than most European countries, so such effects are 
likely to be small. 

The second, likelier route is to maintain a higher 
rate of productivity growth than the rest of Europe. 
There are plenty of reasons to think this might be 
possible. Portuguese productivity levels are low, so 
there is scope to catch up. Each generation of Portu- 
guese workers is better educated than the last. The 
prime minister, Antonio Guterres, whose Socialist 
Party holds 115 seats in the 230-seat parliament, has 
made productivity his mantra, and is trying hard to 
improve his country's performance. But lately out- 
put per head has been growing more slowly. 

Whether the required increase in productivity 
will be achieved is a genuinely open question. A lot 
will depend on Portuguese business, but Mr Gu- 
terres could certainly help matters along. At present, 
the Portuguese government spends more than half 
of the country's Gpr, a bigger proportion than in 
most EU countries, and much more than would be 
expected of a country where income per head is rel- 
atively low. The public sector's share has been rising 
sharply, thanks to a mixture of deliberate policy 
choices and lamentable spending control. In short, 
the government itself is soaking up a bigger share of 
the country's resources than it should. If it has an ex- 
cuse, it is that change in Portugal has been too rapid 
tosit back and think. The next section will show just 
how relentless the change has been. 

— 





Pause for breath 


HEN Portugal joined the Eu in 1986, the mo- 

torway from Lisbon to Oporto, Portugal’s sec- 
ond city, was still unfinished. These days, if you put 
your foot down (and most do), you can easily cover 
the 300km (190 miles) in two-and-a-half hours. Or 
you can take the nearly-new road east from the cap- 
ital, speed past the stripped cork oaks of the Alen- 
tejo and be in Spain in under two hours. If you travel 
on Portugal's new motorways at the speed limit of 
120km (75 miles) an hour, someone will sweep past 
you as if you were standing still. No wonder that 
Portugal has one of the highest road-death rates in 


Europe. But it is not only on the roads that the Portu- 
guese are in a hurry. In fact, it sometimes seems as 
though they have spent much of the 20th century in 
a blur of ever-accelerating change. 

The political and social transformation speeded 
up dramatically after the revolution of 1974, but the 
economic makeover came much later. Jose Freire 
Antunes, a journalist and historian, says that the 
revolution was followed by “a lost decade” of state 
control of the economy, as well as political chaos. 
Jorge Braga de Macedo, a former finance minister, 
puts the time lost at more like 15 years, because it 


THE ECONOMIST DECEMBER 2ND 2000 








was not until 1989 that reprivatisation and other 
economic reforms really got going. 

Then again, the roots of Portugal's social and 
economic transformation can be traced to well be- 
fore the revolution. The country began to open up to 
trade in 1959, when Portugal became a founder 
member of the European Free-Trade Area. Salazar, 
who once declared, “I want this country poor but 
independent," must have had misgivings. "Salazar 
knew that if you opened up to free trade, it was like 
with a woman: either she's pregnant or she's not 
pregnant," says the University of Lisbon's Mr Bar- 
reto. And in the 1960s colonial wars and large-scale 
emigration helped push more women into paid 
work. “There were no men in Portugal," he explains. 

You can argue about the dates, but not about the 
speed of change, which has been bewildering. After 
the 1974 coup, the far left was in charge for a year. 
Then came democracy, but not stability. Between 
1975 and 1985, the average life of a Portuguese gov- 
emment was a mere ten months. The army contin- 
ued to have a political role (although a waning one) 
until 1982, although a general, Antonio Ramalho 
Eanes, was president until 1986. Now not only is de- 
mocracy firmly established, but stable government 
has become the norm. Since 1987, every government 
has served out its full four-year term. 

And changes in society more broadly? Here are 
three examples, backed by figures from a compre- 
hensive database compiled by Mr Barreto*. First, re- 
ligion: Portugal is still a Catholic country, but less 
Catholic than it used to be. Pilgrims continue to 
flock in huge numbers to Fatima, the pope's favour- 
ite holy place, where Our Lady is said to have ap- 
peared to three shepherd children in 1917. Yet when 
people get married (in decreasing numbers), fewer 
of them want a church wedding: only about two out 
of three now, against nine out of ten in 1960. Di- 
vorces, which before the revolution added up to 
only a few hundred a year, now run to 14,000 a year, 
about a fifth of the number of weddings. Like young 
people everywhere else, modern Portuguese are less 
likely than their parents to marry before having 
children. In 1970, only about one in 14 babies was 
born outside marriage. Now it is almost one in five. 

The second example is women, whose lot has 
arguably changed more in Portugal than anywhere 
else in Western Europe. When Salazar was in charge, 


We've come a long way 
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women needed their husbands’ 
permission to take a job, to go into 
higher education or to get a pass- 
port. They did not get the vote until 
1976. In 1960, only about 20% of 
women of working age were in paid 
work, the lowest rate for any of the 
countries that are currently in the 
eu. Now the proportion is 63%, to- 
wards the top end of the ки range. 
Forty years ago, women made up 
only about 25% of university en- 
trants, and those who enrolled were 
less likely to graduate than men. 
Now women account for around 
60% of both students and graduates. 

Changes in women's private 
lives have also been dramatic. 
Thanks to better education, easily 
available contraception and creep- 
ing secularisation, fertility rates 
have dropped from the highest in 
Europe to among the lowest, much the same as they 
have done in Italy, Ireland and Spain. Infant mortal- 
ity in Portugal has plummeted. In 1960, 80 out of ev- 
ery 1,000 babies died in their first year, the highest 
rate in Western Europe (and the same as in Britain in 
1920). Now the figure is eight per 1,000—still above 
the Eu average, but a vast improvement. 

The third instance is migration. Historically, the 
Portuguese have been an emigrant race. Besides the 
1m in Brazil, there are large Portuguese communities 
in France, Canada and South Africa, each of them 
more than half a million strong. In the last decade or 
so of the dictatorship, low incomes at home per- 
suaded an average of 120,000 people a year to go 
abroad. The money these emigrants sent home 
propped up not only family budgets but also the 
Portuguese balance of payments. 

Now the flow of people has gone into reverse, so 
that Portugal has become a net importer of labour. 
In 1974, only 32,000 foreigners resided legally in Por- 
tugal, most of them from other Eurcpean countries. 
By 1997, their number had swelled to 175,000 (out of 
a population of about 10m), over half of them from 
Africa. This has broken up Portugal's racial homoge- 
neity, though to a lesser extent than in Britain, Ger- 
many or France, and so far has been accompanied 
by much less racial tension than in those countries. 
But besides the Angolans and Cape Verdeans on the 
country's innumerable building sites, there are also 
increasing numbers of people from Central and 
Eastern Europe, often with valuable skills, who 
would rather take a menial job in Portugal than 
none at all at home. It is not unusual to hear stories 
of Romanian or Ukrainian doctors or nurses work- 
ing as domestic servants. According to one recent es- 
timate, 20,000 people from Ukraine alone are in Por- 
tugal illegally. 
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Virtuous circle 

Social and political changes have fed into economic 
development, and vice versa. The rise in paid female 
employment has expanded the workforce and 
boosted the productive capacity of the economy; 


*"A Situacao Social em Portugal, 1960-1999". The database can be 
found at www.cs.ul.pt/bdados/sitsoc/index.htrrl 
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EU membership 
has brought 
increased 
prosperity—as well 
as a few problems 











and the increase in women's incomes outside the 
home has made them more independent. The 
switch from emigration to immigration has largely 
been caused by economic growth. As the economy 
has developed, there has been less incentive for the 
Portuguese to go abroad to find work; and as Portu- 
gal's spare workers have been soaked up, the coun- 
try has developed a chronic shortage of labour, both 
skilled and unskilled. What with the half-built 
blocks of flats and motorways, the government's 
plans for further public works, and the need to 
build football stadiums for the 2004 European 
championships, there should be plenty of work for 
immigrant construction workers for years to come. 

Economic growth has also closed off the labour 
market's other traditional safety valve: agriculture. 
Portugal has always had a low unemployment rate, 
because when times were hard its people either em- 
igrated or returned to the land. Even at its worst in 
the 1990s, unemployment was only 7.5%, a figure 
that many European countries would be glad of. But 
the farm sector has shrivelled. In 1960, it accounted 
for 44% of total employment and 24% of GDP. Now 
those figures are down to 13% and 4% respectively— 
although that still leaves Portugal with proportion- 
ately the biggest farm sector in the EU. 

The other big structural shift has been the de- 


In the club 


h.c niu 22nd gave the Portuguese the perfect 
chance to show off their enthusiasm for all 
things European. It was Europe's “no-car day", and 
the evening news on television led with pictures of 
empty streets in town after town. Lisbon's roads, 
usually clogged with hooting cars, were closed to 
everything except taxis, buses and the city's aged 
trams. Some Lisboans even cycled, normally an act 
of folly. Meanwhile, in the medieval castle of Sao 
Jorge, above the city centre, children were paying 
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Guterres loved his European hat 


cline in the state's importance as a producer. After 
the revolution, the government took over a quarter 
of the economy. Fifteen years later, the constitution 
had to be changed to allow privatisation to begin; a 
further change in the law was needed to allow the 
state to reduce its stakes in nationalised companies 
below 50%. Since the 1990s the state has been run- 
ning down its interests in banks, oil, petrol, gas, elec- 
tricity, telecoms, even motorways, and it continues 
to offload more assets. In October, it sold another 
20% of Electricidade de Portugal, the national power 
company. It is about to shed almost the last of its 
shares in Portugal Telecom (рт). In the new year, the 
delayed sale of its remaining 10% stake in Cimpor, a 
cement company, should at last go ahead. For all 
that, relations between the government and the for- 
merly state-owned companies remain close, per- 
haps too close. The state keeps "golden shares" that 
allow it to veto mergers, even when it has only a mi- 
nority stake. It is keeping a golden share in Рт. 

Amid all the economic statistics, one stands out: 
that Portugal's living standards since joining the 
European Community in 1986 have risen from 
about half the European average to three-quarters. 
In the ten years before that, Portugal's Gor per head 
had struggled to keep pace with the ки average. That 
is no coincidence. 


homage to Europe in a different way. Wearing card- 
board antennae and foam-rubber wings, they were 
celebrating European Bat Night. 

Thirty years ago, Portugal was earnestly debat- 
ing whether it was a "European" or an "African" 
country: should it embrace its continental neigh- 
bours, or tie its political and economic future to its 
colonies? The very question now looks absurd. But 
the underlying notion that the Portuguese need 
some foreign catalyst to spark them into action still 
makes sense. “In Portugal,” says Francisco Pinto Bal- 
semao, a former prime minister turned media mag- 
nate, "you always have to look for an external 
cause...the Moors, the empire, Spain, Africa, India, 
Brazil. After 1975, the lack of an external cause was 
quite a shock." Happily, since the mid-1980s Portu- 
gal has been enjoying the benefit of a new "external 
cause": Europe. 

It would be wrong to suggest that change began 
only when Portugal joined the European Commu- 
nity. The system of extensive state control of the 
economy had already shown itself to be a failure 
well before that. The rwr had been called in twice, in 
1977 and 1983, and by 1985 Portuguese Gp» per head, 
in purchasing-power-parity terms, was lower rela- 
tive to the Ec average than it had been in 1974. Some 
reforms had already begun. Foreign banks had been 
allowed to set up operations in 1984, followed 
shortly afterwards by the first private Portuguese 
banks since the revolution. And in October 1985 
Anibal Cavaco Silva, the prime minister who would 
oversee the beginning of privatisation and other 
market-minded reforms, had taken office. 

But not much happened until entry into the ЕС, 
whereas a great deal happened afterwards. The 
economic effect of membership has been huge. One 
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reason is that ever since it joined, Portugal has quali- 
fied for structural funds from Brussels. The funds 
have made a real difference. In most years in the 
1990s they amounted to more than 3% of GDP, and 
they added up to more than 4 trillion escudos. 

The most obvious effect of all this money has 
been on the country's physical infrastructure. By 
1998 Portugal had 840km of motorway, compared 
with only 240km in 1987, and more is being built, in- 
cluding a new motorway heading north from Lis- 
bon. However, structural funds are also used to 
build up skills and education, and to help compa- 
nies with investment, especially in new technology. 
In the short run, the effect of such investment is to 
boost demand. Eventually, however, it should ex- 
pand the economy's productive capacity. Portugal 
becomes a more attractive place to invest in if, for 
example, there is a decent road on which to send 
goods to Spain. And a better-equipped, better- 
educated workforce should be more productive. In 
all, according to one study*, between 1996 and 2006 
the structural funds Portugal will have received will 
have added 0.15 percentage points to the long-term 
cpp growth rate and 3.4% to the level of GDP. 

A second effect of tying itself to Europe has been 
| to make Portugal more open to trade and invest- 

ment, especially from other European countries. 
_ The process began quite a long way back, through 
membership of the European Free-Trade Area and a 
trade deal with the then European Economic Com- 
munity in 1972. Between 1975 and 1985 exports as a 
percentage of GDP rose from 20% to 33%, and im- 
ports from 3396 to 4096, but since then there has been 
little change in the figures. However, Portuguese 
trade did become more oriented towards the coun- 
try’s new European partners after 1985. Also, foreign 
direct investment (кю) surged after joining the ЕС. 
The stock of ерт more than doubled between 1985 
and 1990, and more than doubled again by 1999. 
The biggest shift in Portuguese trade and invest- 
ment, however, has been towards doing more busi- 
ness with Spain, which joined the European club at 
the same time. In the era of Franco and Salazar, Por- 
tugal and Spain sat with their backs to one another. 
Although Spain is Portugal's only neighbour, in 1975 
it supplied only about 4% of its imports and bought 
3% of its exports. Now Spain is the source of a quar- 
ter of Portugal's imports, bigger than anyone else, 
and takes 17% of exports, behind only Germany. The 
Spanish have also become important direct inves- 
tors. BscH, a big Spanish bank, is also the third- 
biggest in the Portuguese market, having bought 
Banco Totta e Acores earlier this year. Jazztel, a 
Spanish company, hopes to win one of Portugal's 
| third-generation mobile-phone licences. Some Por- 
tuguese (including the government, it sometimes 
seems) resent Spanish incursions, but open borders 
make them inevitable. From Madrid, after all, it is as 
easy to get to Portugal as to Galicia or the Costa del 
Sol. And some Portuguese companies are also mak- 
ing inroads into Spain. 

A third outcome of eu membership has been to 
give Portugal macroeconomic credibility. One im- 
portant step towards making the escudo respectable 
а$ асштепсу came in 1992, when Portugal joined the 
| European exchange-rate mechanism—in effect, 
pegging the escudo to the ultra-hard p-mark. Stay- 
ing anchored was not easy. The escudo was deval- 
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ued in November 1992 and again in May 1995, 
largely because foreign-exchange traders tended to 
lump it in with the Spanish peseta. But credibility 
eventually grew, especially once it became clear that 
Portuguese ministers were determined that their 
country should qualify to join the zu's new single 
currency, the euro, at the outset. 

The reason for this was mainly political: the sin- 
gle currency is a shiny badge of Portugal's European 
identity. Yet the effects on the economy were huge. 
In order to meet the conditions for entry set out in 
the Maastricht treaty, the Portuguese not only had to 
maintain the exchange-rate peg and keep inflation 
under control; they also had to cut their budget defi- 
cit to less than 3% of Gp», and cut the public-sector 
debt to below 60% of Gop. Fiscal policy was tight- 
ened, and privatisation revenues were used to pay 
down debt. inflation, interest rates, the budget defi- 
cit and the debt ratio all tumbled (see chart 2). In a 
recent papert, Alfredo Marvao Pereira, an economist 


*"On the Effects of Financial Integration and Structural Transfers on 
Growth in EU Capital-Importing Economies", by V. Gaspar and A. 
Pereira. Journal of Development Economics, 1995. 

t “The Impact of the Euro on Long-Term Growth in Portugal", by A. 
Pereira. Banco de Portugal Economic Bulletin; June 1999. 
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at the College of William and Mary in Williamsburg, 
Virginia, estimates that the increase in monetary- 
policy credibility and reduction in interest rates will 
boost the long-term growth rate by 0.4 percentage 
points a year. Over time, he estimates, the cum- 
ulative effect will be to lift Gop by 10%, a bigger fillip 
than that provided by structural funds. 


Now for the hard part 


Yet in none of these areas—structural funds, trade 
and investment, or macroeconomics—can Portugal 
expect plain sailing from now on. To begin with, in 
2006 the structural-funds pot will be empty. By then 
the ru may have a new batch of members, in Cen- 
tral and Eastern Europe, all of them poorer than 
Portugal, so most help from Brussels is likely to go 
east, not south. That will surely remove some steam 
from the Portuguese economy. 

Without structural funds, Portugal will have to 
try harder to attract Fpi. Yet hitherto its record has 
not been impressive by the standards of Europe's 
best, or even its average. The stock of rp1 doubled in 
the 1990s, but the £u as a whole has done even bet- 
ter. The league leader in terms of growth rates, Ire- 
land, has seen its Fpi stock rise by 700%. And Portu- 
gal’s performance seems to be getting worse, not 
better: in 1999 its Fı inflow sagged to a mere $570m, 
down from $2.8 billion the year before. 

Already, there is growing competition from 
Central and Eastern European coun- 
tries for such investment. The answer, 
says Diogo Alarcao, director for inter- 
national investment at 1СЕР, the gov- 
emment office responsible for attract- 
ing FDI, is to move Portuguese industry 
up the value chain: “We realise that we 
can’t go on forever in labour-intensive 
industries.” So far, though, it is proving 
easier to keep existing investors than 
attract new ones. According to Hans- 
Joachim Bohmer, head of the Portu- 
guese-German Chamber of Industry 
and Commerce, German manufactur- 
ers which are already in Portugal are 
staying, and upgrading to more capital- 
intensive operations. Those that have 
not done business with Portugal in the 
past are staying away, and investing in 
Central Europe or Asia instead. 

There has been the odd high-pro- 
file failure. Renault, despite being lured 
to Portugal with wodges of public cash, 
left in 1996. But there have been suc- 
cesses too, such as the huge Autoeuropa car plant, 
owned by Volkswagen, which accounts for 12% of 
the country's exports. And ІСЕР Mr Alarcao thinks 
that this year will turn out better than last, when 
some companies were holding back on investment 
in Portugal to await a new package of tax incentives, 
which was approved by the government at the end 
of last year, and a new European programme, which 
came through this year. Net ғр inflows in the first 
half of 2000 were strong. 

In macroeconomics, euro membership incurs a 
cost, to be set against the benefits of monetary- 
policy credibility and the absence of exchange-rate 
risk: interest rates are now set in Frankfurt, not Lis- 
bon. Admittedly, Portugal is better placed than most 





countries to adjust when euro-area interest rates are 
higher or lower than local economic conditions jus- 
tify. Its labour market has historically been flexible, 
with wages adjusting fairly readily to changes in un- 
employment. But with a GDP making up just 1% of 
the euro-area total, Portugal and its economy count 
for little in the European scheme of things. 

In the past couple of years, low interest rates 
have encouraged ordinary Portuguese to go on a 
spending spree. With the cost of mortgages down 
steeply, housebuying and housebuilding boomed, 
as did property prices. Sales of durables also soared, 
fuelled by a surge of consumer credit. Car sales in 
the two years to 1999 leapt by 28%. 

Did consumers really overdo it? After all, infla- 
tion is only 3.5%—well above the Ecs’s 2% target, to 
be sure, but scarcely racing, and well below Ireland’s 
6.8%. The boom has now cooled. Car sales have 
been lower this year than last, and builders are ex- 
pecting to start fewer homes. Nonetheless, the con- 
sumer boom has left an overhang of private-sector 
debt. The personal savings ratio last year slumped to 
9.5% of disposable income, from 16.4% in 1990, 
whereas individuals’ debts soared to almost 80% of 
disposable income, from less than 20%. Maybe this 
is nothing to worry about: the central bank esti- 
mates that thanks to the drop in interest rates, inter- 
est payments accounted for only 3.8% of disposable 
income in 1999, compared with 4.7% in 1990. Then 
again, the European Central Bank has been increas- 
ing interest rates since last year, and Portuguese 
banks have been following suit. Anyone who bor- 
rowed when interest rates were at rock-bottom may 
be over-committed now. Consumer demand is 
bound to keep on slowing for a while. 

Perhaps more worrying, the country as a whole 
is deeply in hock. As long as the spending spree 
sucked in imports, rising wages made the country 
less competitive, so exports did not keep up. As a re- 
sult, the trade deficit has widened, to perhaps 14% of 
Gpr this year. The current-account deficit might be 
10%. Hair-raising? Not if you ask the central bank. Its 
governor, Vitor Constancio, says that membership 
of Europe's monetary union has changed the rules: 
"No one analyses the macro size of the external ac- 
count of Mississippi." 

Yet such a high current-account deficit, say 
many other economists, cannot be sustained. Mi- 
guel Namorado Rosa, chief economist at Banco 
Comercial Portugues, reckons that a decline in 
transfers from the Eu and a fall in net remittances 
from emigrants are likely to widen the deficit even 
further in the future. One way or another, the Portu- 
guese will have to borrow less. The recent slowdown 
of credit, and the pain now being felt by some bor- 
rowers, may be the beginning of the correction. 

A final awkward legacy of the dash for the euro 
is that the Portuguese government, like all others in 
the euro area, now has only one tool of macroeco- 
nomic policy left: budgetary policy. When it was 
desperately trying to squeeze into the single cur- 
rency, it made a good job of cutting the public- 
sector deficit and debt, but in the past year or two 
public spending has run out of control. So far, the 
government has been lucky: rising tax revenues and 
a poor trade performance have kept aggregate de- 
mand in check. But for how long? 

— Й 
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B= Portugal’s general election in October 
last year, the pollsters were telling Antonio Gu- 
terres only one thing: that his Socialist Party (Ps) 
would easily get the extra four seats it needed for an 
overall majority in Parliament. The party was confi- 
dent enough to print posters saying “Thank you, 
Portugal”, and slap them all over billboards on elec- 
tion night. 

The gratitude was premature. The rs fell one seat 
short, winning 115 out of the 230 (see chart 3). Since 
then, not much has gone right for the prime minis- 
ter, at least at home. His personal poll ratings 
slipped steadily during the first half of 2000, when 
Portugal held the rotating presidency of the Euro- 
pean Union. Although Mr Guterres cut quite a dash 
on the European stage, his countrymen felt that he 
had lost touch at home. "Next week Mr Guterres 
will be visiting Portugal,” ran one quip. 

Although the prime minister's ratings have now 
bottomed out, his government is still seen as less 
than sure in its touch. Public spending has raced 
ahead, and Mr Guterres has seemed more anxious 
to placate the public-sector unions than to take 
them on. When he reshuffled his cabinet in Septem- 
ber, he gave the impression of having been forced 
into it. He sacked the unpopular interior minister, 
Fernando Gomes, and undid his attempt at fusing 
the finance and economy ministries, downgrading 
| Joaquim Pina Moura to plain “finance minister". He 
also had trouble filling posts. Persuading people to 
be secretaries of state (one rung down from minis- 
ters) proved the devil's own job. 


Pork and cheese 


Last month, the government had a close shave 
when the 2001 budget only just squeaked through 
Parliament. Until then, Mr Guterres had always 
managed to persuade one party or another to ab- 
stain or vote with the ps. The right-wing People’s 
Party (РР) helped the 2000 budget through, in return 
for higher state retirement pensions. The Portuguese 
Communist Party (pcp) gave a hand with social- 
security reform. This time, however, all the opposi- 
tion parties had vowed to oppose the budget. Mr 
Guterres secured its passage by coaxing a sole pp 
deputy, Daniel Campelo, to abstain. Part of the price 
was government money for a cheese-processing 
factory in the town of Ponte de Lima, of which Mr 
Campelo is mayor. 

Had the budget been voted down, Portuguese 
politics would have been put into limbo. A prompt 
general election would have been impossible, be- 
cause a presidential election is scheduled for Janu- 

Half is not quite enough 


Seats won in the 1999 parliamentary elections 
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A funny way to run a country 


ary, which would have delayed a general election 
for a further six months after that. A lucky escape 
for the Socialists? Oddly enough, a political crisis 
might have hurt the opposition more. For a start, the 
prime minister, despite his poor showing in the 
polls earlier this year, is easily the most popular 
party leader. Moreover, the Portuguese have be- 
come used to seeing their governments complete 
full terms, and may punish an opposition party that 
provokes an early election. In 1987, Mr Cavaco Silva’s 
minority government lost a censure motion, but in 
the subsequent general election the Social Demo- 
cratic Party (psp) gained a majority of votes and 
seats. The Democratic Renewal Party, which had 
brought the censure motion, saw its vote crumble. 

However, the ps’s strongest defence is the disar- 
ray of the leading opposition party, the psp. Accord- 
ing to Psp bigwigs, the party leader, Jose Manuel Du- 
rao Barroso, has failed to put forward a clear 
alternative to the government's programme. But the 
party's difficulties run deeper than its leader's lack- 
lustre performance. One problem is that the Psp 
finds it hard to carve out an alternative to the ps’s 
programme when, like left-wing parties all over Eu- 
rope, the Socialists have moved to the right. A sec- 
ond difficulty is that although the rsp belongs 
broadly to the centre-right, it has never had a single 
unifying philosophy. 

Since 1995, when Mr Cavaco Silva resigned its 
leadership while still prime minister, the party has 
had no fewer than three bosses. Mr Cavaco Silva 
did have clear ideas, but he cared little for party pol- 
itics, and did little to prepare a smooth succession. 
Mr Durao Barroso has already had to fend off a 
leadership challenge this year, from his long-stand- 
ing rival Pedro Santana Lopes. Mr Santana Lopes 
may try again, but it is not obvious that he would 
improve his party's prospects by winning. He was 
not conspicuously successful either in the newspa- 
per business or as president of one of the country's 
top football clubs. 

Mr Durao Barroso's predecessor, Marcelo Re- 
belo de Sousa, insists that having done the job once 
(and quite well), he will not return. With his own 
political rv slot, he may have more fun commenting 
from the sidelines. However, he might be tempted if 
that were the only way of stopping Mr Santana 
Lopes. From time to time, hopes revive that Mr Ca- 
vaco Silva might be persuaded to come back. At 61, 
he is not too old, but he insists that he is out of party 
politics, and is quite happy with his two professor- 
ships and an office in the central bank. It is unlikely 
that he will want to return as party leader, but he 
may run again for the presidency (having lost in 
1996 to Jorge Sampaio, a Socialist). 

Under Mr Durao Barroso, the psp’s poll ratings 
have been dreadful: one recent poll gave the party 
24% of the vote, 17 points behind the rs. The same 
poll found him to be the least popular party leader 
of all, behind even Francisco Louca of the Left Block, 
an extreme-left party with only two seats in Parlia- 
ment. Next month's vote for the president of the re- 
public should be a shoo-in for the ps’s Mr Sampaio. 

Mr Durao Barroso himself dismisses the polls, 


Minority govern- 
ments have to 
weigh principle 
against survival 
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The public sector 
needs slimming 
down 





blaming “incompetence and falsifica- 
tion”, and claiming that they always 
understate the psp’s support. The 
same pollsters who give him such a 
hard time, he says, got it badly wrong 
last year: they had forecast, shortly 
before the general election, that Mr 
Guterres would win a bigger majority 
than Mr Cavaco Silva had held. But he 
says he is angry about the way the 
polls treat his party, “because it could 
become a self-fulfilling prophecy”. 

Lately, the psp has shown some 
interest in renewing an alliance with 
the rr. That party's leader, Paulo Por- 
tas, a former newspaper editor, is a 
good, populist speaker who likes 
nothing better than a spot of im- 
promptu campaigning, turning up at 
some market to shake voters' hands. 
Combined, the two parties would be 
within spitting distance of the rs. But 
four obstacles lie between such an al- 
liance and electoral success. 

One, points out Mr Durao Bar- 
roso, is that the combined vote of the 
Socialists and the Communists 
would still be larger than that of the 
two right-wing parties. A second is 
that such an alliance has failed once 
before. Under Mr Rebelo de Sousa, 
the two were in cahoots—until 
embarrassing questions were asked about the 
source of some of the pp’s money. Third, the рр might 
not be a reliable ally. For example, it backed the rs's 
budget for this year. “What he [Mr Portas] is propos- 
ing on pensions, even the rc» thinks is too much,” 
says Mr Durao Barroso. And look at the way Mr 
Campelo—who resigned from the pp before the 
budget vote—thumbed his nose at his party’s line. 








| ps =ó 
Enduring Cunhal 


The fourth obstacle is a lack of trust: 
the psp leader claims that Mr Portas 
has been built up by "socialist propa- 
ganda”, even though his party is by 
far the smaller of the two, "in order to 
divide the centre-right”. 


Friends in need 

Mr Guterres will have more horse- 
trading to do if his proposed tax re- 
forms and other measures are to be- 
come law. With the РР and the psp 
moving closer together again, his best 
bet may be the Communists. Yet as 
the budget showed, the РСР support 
is far from certain. The price of the 
party’s backing for tax reform, says 
Octavio Teixeira, its parliamentary 
leader, is likely to be much heavier 
taxation of capital. The rcr drove a 
hard bargain over the social-security 
bill last summer. 

It is still a fairly orthodox Com- 
munist party. Its 87-year-old emi- 
nence rouge, Alvaro Cunhal, who 
spent many years in Moscow when 
Portugal was a dictatorship, no longer 
has an official position, but still casts 
a long shadow. Mr Teixeira smiles at 
the word “unreconstructed”. “We are 
just Communists,” he says. But he 
castigates foreign ex-comrades, such 
as those in France, who have kept their name but 
lost their faith, and praises others, such as the Ger- 
man pps, who in his opinion have stayed true. If the 
ps has to rely on the pcp, Portugal is less likely to get 
the reforms it badly needs to reduce the role of the 
state, Perhaps the Portuguese electorate should have 
given Mr Guterres a little more to be grateful for last 
October. 








Too much of a good thing 


FTER all the progress of the past ten or 15 years, it 
may seem churlish to carp about Portugal's 
public sector. After all, quite recently the state 
owned not only the utilities, like governments in 
most countries, but also banks, cement and oil pro- 
ducers, and a whole raft of other industries that had 
been nationalised in the revolutionary zeal of the 
19705. Now the state retains only traces of its former 
empire. Even the motorways are in private hands. 

Better still, in the 1990s Portugal did much to im- 
prove its public finances as part of its successful 
drive to join the euro. Between 1994 and 1997, the 
public-sector deficit tumbled from 6% of срр to 
2.5%. The structural deficit—after stripping out the 
effects of the economic cycle—also declined. The 
budget deficit is still shrinking: it should be only 1.5% 
of cpr this year, estimates Mr Pina Moura, the fi- 
nance minister, and will fall to 11% next year. 

Yet there remains plenty to carp about. Despite 
apparently widespread privatisation, say well-in- 
formed critics, the government has not retreated 
from the economy as much as it should have done. 
Friends of Antonio Nogueira Leite, a former presi- 


dent of the stock exchange, were surprised when he 
joined the Socialist government last autumn as 
secretary of state for privatisation in the finance 
ministry. Ten months later, he resigned in frustra- 
tion. Ministers, he says, continue to treat firms that 
are now quoted on the stock exchange as if they 
were still state-owned. 

The public finances, too, are in less spanking or- 
der than they appear at first sight. The budget deficit 
may look impressively small, but on closer exami- 
nation there are lots of other worries. The root of the 
problem is that public spending has been rising 
steadily since Mr Guterres took office in 1995: re- 
markably, he has managed to add 50,000 people to 
the public-sector payroll, now 680,000-strong. In 
1999 and this year, the rising tide has become a 
flood: public expenditure in 2000 will top 50% of 
Gpp, five percentage points more than in 1995. This 
year alone, spending has jumped by 10.9%, or 
around 8% in real terms. “We're building up a time 
bomb,” says Pedro Pita Barros, an economist at the 
New University of Lisbon. 

True, the government has had more money to 
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spend, thanks to improvements in tax-collection 
methods in the mid-1990s. It was also helped by fall- 
ing interest rates, and by the reductions in public- 
sector debt made possible by the huge privatisation 
revenues of 1996-98. All this has meant that the bud- 
get deficit has not gone up, at least not officially. 

However, some economists think that there 
may be less to the budget-deficit figure than meets 
the eye. According to Mr Namorado Rosa at Banco 
Comercial Portugues, "The government deficit of 
1.5% of cpr has no meaning.” Some kinds of expen- 
diture do not appear in the figures at all. Certain 
projects—including a recent purchase of subma- 
rines for the navy—are financed “off-balance- 
sheet". This sort of thing goes on the world over, you 
may say, but one Portuguese economist who spent 
many years in an international economic organisa- 
tion thinks that his country’s government is now 
playing cheekier tricks than most. Just as worrisome 
are the accumulated debts of the state broadcasting 
corporation, ктр, the state railway companies and 
the Lisbon metro ("bankrupt", says one who knows 
the figures well), which together amount to 1.4 tril- 
lion escudos, Their combined deficits are running at 
around 100 billion escudos a year. Add all this up, 
and you begin to see what Mr Pita Barros and Mr 
Namorado Rosa mean. 

The government insists that it has not lost con- 
trol of public expenditure: except for wages, it says, 
this year's spending is within budget. But you won- 
der why, if everything is under control, spending 
has risen so fast. One of Mr Guterres's advisers ex- 
plains that it all goes back to the period after the 
election in October last year. With no budget com- 
ing for a few months, ministers felt free to spend 
what they liked. When the numbers were at last tot- 
ted up and expressed as a proportion of cop, the re- 
sult was "a terrible figure". Things should be better 
from now on, he says. 

Maybe they will. One plus point is a reform put 
in place during Mr Nogueira Leite's time at the fi- 
nance ministry. Until this year, ministries kept 
around 1 trillion escudos in bank accounts, where 
they earned a lower rate of interest than the yield on 
government bonds. Keeping all government funds 
in one place should push up interest earned by 30 
billion-40 billion escudos a year, and give the fi- 
nance ministry a tighter grip on individual minis- 
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tries spending. “The only good thing that I did,” says 
Mr Nogueira Leite. 

Mr Pina Moura's budget for 2001 envisages а 
slowdown in expenditure growth t5 5.996 next year, 
or 4% in real terms. As a proportion of сюр, public 
spending should fall to below 49%. This is a step in 
the right direction, but a timid one. It also depends 
on assumptions that may prove optimistic: that GDP 
will grow by comfortably more than 3%; and that 
the prime minister will rein in his instinct to spend 
money in order to head off political problems. To a 
large extent, it is Mr Guterres himself who is to 
blame for this year's spending excesses. His friends 
say that he likes “dialogue”; his critics say that he 
tries to please everybody. He was advised that pub- 
lic spending was in danger of running out of control 
this year, but he had made promises to ministers, 
and politics mattered more than economics. 

The primacy of politics is clear from the prime 
ministers decisions on wages and petrol prices. 
Public-sector workers were given a pay rise for this 
year of 2.5%, based on the government's inflation 
forecast of 2%. Now the government thinks the offi- 
cial inflation figure (a 12-month average) will be 
2.75, во the trade unions were promised some com- 
pensation. Portugal has avoided the unrest over pet- 
rol prices seen in Britain and France this autumn, 
because Mr Guterres yielded without a fight. Petrol 
prices in Portugal are still set by the government. 
When a 10% increase in April proved unpopular, the 
prime minister promised to freeze prices until the 
end of the year. 

Putting forward next year’s budget, Mr Pina 
Moura insisted that wage increases will be held 
down. But even if they are, wage rates are not the 
sole factor driving up the public-sector wage bill. 
Add in the automatic seniority increases that many 
public servants get, says Mr Mateus of the New Uni- 
versity of Lisbon, and Mr Pina Moura's sums look 
optimistic. The public-sector wage bill has grown by 
more than 8% a year since 1996. The burden of the 
petrol subsidy may not be lifted quickly either. The 
finance minister has said that any increases in pet- 
rol prices will be gradual. But the government’s own 
estimates show that the oil price would have to drop 
to $25 a barrel to allow the government to stop the 
subsidy in the new year without pushing up prices. 
At the moment, that looks unlikely. 


Premature largesse 


Moreover, at 50%-plus of cp», the public sector 
would be too big even if the budget were in balance. 
In Europe, public expenditure as a proportion of 
cp» has tended to be bigger in richer countries than 
in poorer ones, because as countries become more 
affluent their citizens want more of the sorts of 
things that governments usually provide: health 
care, education and so forth. Even before this year’s 
splurge, Portugal already had a near-Nordic ratio of 
public spending to cpr per head, without a GDP to 
match (see chart 4). 

In effect, with the public sector absorbing half of 
сор, the Portuguese private sector is left with a lower 
proportion of national resources than its counter- 
parts in most other European countries. But if pro- 
ductivity growth is to rise enough to allow Portugal 
to close the remaining gap with the ки average, the 
private sector will need all the resources it can get. 
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Portuguese 
companies find it 
hard to grow to an 
international size 








Twenty or 30 years ago, there was a 
pool of underemployed labour in 
agriculture on which it could draw. 
Now the underemployed are in 
the civil service. 

It is possible to argue that Por- 
tugal's recent increase in public 
spending is a social necessity. 
There are still plenty of poor peo- 
ple: hence the government's mini- 
mum income guarantee, which is 
intended to push up the incomes 
of the poorest without blunting 
incentives to work. Expenditure 
on health is sure to rise as the 
country gets richer and its popula- 
tion ages. And education, in Portugal as everywhere 
else, is a national priority. For all these reasons, social 
expenditure has ballooned from 46% of total gov- 
ernment spending in 1995 to 56% now. 

All the same, other countries, even in statist Eu- 
rope, manage to provide public services without 
soaking up quite so much of the nation's output. 





Pina Moura, optimist 


Education in Portugal, suggests a study* 
by Benedict Clements, an economist at 
the mmr, is supplied inefficiently by in- 
ternational standards. According to the 
OECD, the same can also be said of the 
country's health system. And are public 
services in Portugal so much better now 
than five years ago that they justify an 
extra 50,000 civil servants? 

Mr Pina Moura's intentions are 
good—which is a start towards putting 
things right. Further big reforms are 
planned. One is to make the tax system 
more efficient, and fairer to everybody. 
Another is to speed up the creaking ad- 
ministration of justice, which can hold 
up cases in court for years on end. So far, these are 
only intentions. But if they are carried through, they 
will make the public sector less unwieldy—as well 
as making life easier for Portugal's private sector. 


* The Efficiency of Education Expenditure in Portugal", by Benedict 
Clements. IMF Working Paper WP/99/179, December 1999. 





Big fish in small ponds 


I 1995, Banco Comercial Portugues needed to ex- 
pand its headquarters in Lisbon's Baixa, or lower 
town, the central grid of streets built after a devas- 
tating earthquake in 1755. As the bulldozers moved 
in to make room for garages in the basement, they 
unearthed some unexpected treasures. Besides 
some 18th-century sewers, a fifth-century Christian 
grave and evidence of a Phoenician settlement, the 
bankers found a Roman fish-processing factory and 
part of the mosaic floor of the owner's house. 

These discoveries now form part of a museum 
in the bank's offices that is open to the public (and 
can be visited on the Internet at www.beppt). 
Oddly enough, scp is as young as its discoveries are 
ancient. It was set up a mere 15 years ago, at the time 
when Portugal was issuing its first private banking 
licences since the revolution. From scratch, it has al- 
ready become Portugal's biggest financial institu- 
tion. Following the acquisition of Banco Pinto & 
Sotto Mayor (BPsM) and Banco Mello earlier this 
year, it now has 29% of Portuguese bank loans, as 
well as controlling 37% of mutual-fund assets and 
36% of the life-insurance market, estimates Carlos 
Pertejo of J.P. Morgan, an investment bank. 

Although scr is the biggest private-sector bank 
in Portugal, it ranks only fourth in Iberia and 63rd in 
Europe. In all, there are only three Portuguese firms 
in the Eurotop-300 share index of leading European 
companies: BCP, Portugal Telecom and Electricidade 
de Portugal (кар). Yet Bcr's avowed aim is to grow, 
and to increase its market capitalisation from the 
current €12 billion. How can firms that are giants in 
Portugal make their mark in a world in which they 
are mere dwarves? 

Such companies often find more formidable ob- 
stacles to their growth than a fish factory in the 
basement. The ultimate limit to a company’s size is 
the size of its market. Although Portugal's domestic 
market is tiny, in theory its membership of the Eu’s 
single market and the liberalisation of world trade 


give Portuguese companies access to far bigger mar- 
kets on the same terms as anybody else. In practice, 
though, it helps to have a big domestic base from 
which to build. To be sure, some firms in small 
countries (eg, Switzerland) have managed to build 
themselves into multinational giants. But it is not an 
easy thing to do, and Portugal has only a few years’ 
experience of being a normal capitalist country. 


As easy as one, two, three 

In their attempts to grow, Portuguese companies 
have followed three different strategies. The first is 
to link up with a foreign partner, usually a bigger 
one. This has long been the way that Portugal's myr- 
iad small and medium-sized enterprises have 
tapped into foreign markets, but it often makes 
sense for bigger firms too. 

The Portuguese stock exchange (ву1р) is a case in 
point. Privatisation has boosted share ownership by 
individuals in Portugal, as in many other countries. 
The sale of the first tranche of shares іп £dr in 1997 
proved to be especially significant. In all, according 
to a recent survey for BVLP, 14.5% of Portuguese now 
hold shares. The capitalisation of the Portuguese 
stockmarket, at €68 billion, is five times what it was 
at the end of 1995. As the country’s only exchange, 
BVLP is necessarily a giant in Portugal. But compared 
with the Frankfurt and London bourses, worth €1.6 
trillion and €2.8 trillion respectively, it is puny. 

There is still plenty of room for ву to grow. 
More privatisations are to come. As the economy de- 
velops, many young Portuguese companies will 
want to raise capital, and Lisbon is an obvious place 
to do it. Nonetheless, the integration of international 
capital markets is putting pressure on small ex- 
changes to tie themselves to bigger ones abroad: 
otherwise their biggest companies might list in for- 
eign markets instead. The creation of the euro has 
increased this pressure still further. Investors also 
want to be able to trade in the shares of non- 
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Portuguese companies. To stay “а step ahead of the 
biggest companies", says Manuel Alves Monteiro, 
BvLP's head, the exchange is now in talks about join- 
ing Euronext, the merged bourse of Amsterdam, 
Brussels and Paris. 

A second option is to strike out into foreign mar- 
kets in which Portuguese experience might offer a 
special advantage. The obvious place is Brazil, a Por- 
tuguese-speaking country of 166m people. Cimpor, 
a cement company in which the government still 
has a 10% stake, has built itself into the third-biggest 
supplier in Brazil, and also has interests in North Af- 
rica. Luis Palha, its finance director, says that a 
shared language, a superior understanding of Bra- 
zilian law, and family ties can be helpful. Moreover, 
“We had the same problems not so long ago.” 

gcr is also spreading out into foreign markets, 
but instead of Brazil has gone for European markets 
that resemble the Portugal of a few years ago. It has 
19.9% of віс Bank Gdanski, Poland’s fifth-biggest 
bank. It has also just launched a new bank in 
Greece, NovaBank, in a joint venture with In- 
teramerican, the country’s biggest insurer. In enter- 
ing these new markets, it is careful to maintain local 
brands. Portuguese experience should help, but a 
Portuguese identity probably would not. 

The third strategy, exemplified by Sonae, a com- 
pany based in Oporto, is to become a conglomerate, 
making money in one market and then moving on 
to an apparently unrelated one. Founded in 1960, 
Sonae spent many years as a smallish industrial 
company until its current boss, Belmiro de Azevedo, 
took over. Although it still has significant industrial 
interests—it is the world’s biggest producer of wood 
panels—in Portugal the company is probably best 
known as the country’s leading retailer. In 1985, 
when Sonae was still, in essence, an industrial com- 
pany, it opened Portugal’s first hypermarket, in 
Oporto. From hypermarkets it moved to building 
the malls around them, and thus became a property 
company, too. 

Next, it moved into telecoms and multimedia, 
using the strength of its brand to prise its way into 
these seemingly unrelated markets. Its multimedia 
subsidiary, Sonae.com, which was floated on the 
stockmarket this year, includes Optimus, Portugal's 
newest mobile-phone operator; Novis, a fixed-line 
telecoms company; Publico, the leading upmarket 
daily newspaper; and Clix, a free Internet service 
provider. Now Sonae has set up a venture-capital 
arm which will punt money on start-up companies. 

On the face of it, Sonae looks like an unwieldy 
conglomerate—just the sort that was supposed to 
have died out when management consultants 
started advising companies to stick to their knitting. 
Yet its strategy seems to be working. It researches 
new ventures carefully and tries to learn from what 
others have done. In building hypermarkets, for ex- 
ample, it took a good look at the practices of Promo- 
dés, a French retailer. The idea for Clix was lifted 
from Britain’s Freeserve (the brainchild of another 
retailer, Dixons). Sonae’s marketing has also been 
clever. Before launching Optimus, the company 
asked as many Portuguese households as it could if 
they wanted to be “pioneers”, promising them 
cheap calls in return for joining Optimus at the out- 
set and filling in a form about themselves. That gave 
the company a start-up customer base of 285,000 
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The one and only Portuguese stock exchange 


people, not bad for such a small country. Now, two 
years on, Optimus has 20% of the Portuguese mo- 
bile-phone market, even though it joined the fray 
long after the two incumbents, tmx (owned by Por- 
tugal Telecom) and Telecel (owned by Britain’s Vo- 
dafone). Usually latecomers have a harder time. 
These three different routes to growth are not 
mutually exclusive: some companies might use two 
or even all three of them. For example, Sonae has not 
only become a successful conglomerate but also ea- 
gerly expanded into foreign markets. With a tum- 
over roughly equivalent to 5% of Portugal's GDP, it 
could not afford to rely exclusively on its home mar- 
ket. Wood-panelling is a global business, with fac- 
tories in South Africa, Canada and Brazil. Its retail- 
ing arm has more stores and employs more people 
in Brazil (and will soon have a bigger turnover there) 
than in Portugal. And its real-estate operation not 
only owns Brazil's largest mall, but has develop- 
ments in Spain and has designs on Germany. 
Similarly, scr has pooled its insurance interests 
with those of Achmea, a Dutch insurer. It owns 30%, 
and the Dutch 70%, of Eureka, as the combined out- 
fit has been christened. The bank is also branching 
out from banking and insurance. It has a 27% stake 
in a mobile-phone company that is bidding for a 
third-generation mobile-phone licence. 


If only 


The trouble is, these options are not necessarily 
open to everyone. For example, Fincor, a 14-year-old 
brokerage house, is feeling frustrated. In a block of 
shops and offices in central Lisbon, a few floors be- 
low its head office, is one of Fincor's 11 "shops". Here, 
as in provincial cities from Guimaraes in the north 
to Faroin the Algarve, day traders si: in comfort, tak- 
ing in the latest financial news from Bloomberg or 
Reuters. These people come from a variety of back- 
grounds—they might be doctors or lawyers, or own 
a restaurant or coffee shop. 

All told, says Francisco Garcia dos Santos, the 
company's founder and chairman, Fincor's 2,500 re- 
tail clients—only a few of whom are day traders— 
account for 80% of its business. Portugal's small mar- 
ket, with only a few quoted companies, can offer 
them limited opportunities, and many of them 
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would like to fish in bigger ponds. But huge settle- 
ment and clearing costs make it expensive to pro- 
vide the facilities, although the ву1р% decision to 
join Euronext should help. The alternative to links 
between bourses—reciprocal agreements with bro- 
kerage houses in other markets—is even harder to 
set up. Despite its nifty trading platform and dis- 
tribution network, Fincors small home market 
means it has less to offer its partners than vice versa. 

Even if companies do have the chance to grow, 
there is no guarantee that they will succeed; and 
even if they succeed, there is no guarantee that they 
will survive as independent entities. Cimpor, for in- 
stance, has seen its output grow from 8m tonnes to 
18m since 1996. It margins are among the healthiest 
in the cement industry anywhere in the world. This 
has turned it into a tasty target for bigger players. 
Earlier this year, it was the subject of a hostile take- 
over bid from Holderbank, a Swiss company, and 
Secil, Portugal’s number-two cement maker. The bid 
was seen off, but the Swiss and others are expected 
to come sniffing again. Cimpor's share price has 
been climbing in anticipation of a new bid. 

When it comes, it will probably be successful, 
because the Portuguese government will no longer 
be in a position to oppose it. Its stake is due to be 
sold soon, probably in the new year. Once it goes, 
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the government's "golden share", which can be used 
to veto takeovers or stop anyone taking a stake of 
more than 10%, will vanish too. In fact, the golden 
share was not needed to defeat the previous bid, 
which was turned down by private shareholders 
alone. But the government's disapproval of the bid 
was clear enough. 

Last year the government quite legally blocked 
the disposal of the banking and insurance interests 
of Antonio Champalimaud, Portugal's richest man, 
to Spain's BscH, even though the companies con- 
cerned were private. According to the law, the fi- 
nance ministry should have been given prior notice, 
which it did not get. But the government's action 
had a political edge to it too. Eventually, a compro- 
mise was reached to carve up the Champalimaud 
empire: вѕсн ended up with Banco Totta e Acores; 
Caixa Geral de Depositos, a state-owned bank, 
bought Mundial Confianca, an insurer; and Bc» 
took BPsM. 

It is not hard to see why ministers might want to 
see Portuguese companies kept in Portuguese hands. 
In such a small country, even the biggest companies 
look vulnerable to takeover by foreign giants. But 
government protection is unlikely to make Portu- 
guese companies any better at what they do. And 
quite a few are doing nicely without it. 

— = 





Still travelling hopefully 


TS visiting journalist has made a faux pas. It is 
quite wrong, insists Manuel Carlos Costa da 
Silva, to call the Portuguese shoe industry a “tradi- 
tional” one. With a string of mouse-clicks, Mr Costa 
da Silva shows the poor hack the scale of his error. 
Here is a video of a new factory, where leather is cut 
with high-powered water jets, and shoes are 
stitched to perfection by computer-controlled ma- 
chines. Here is a paperless database which enables 
members of АР1ССАР$, the trade association which 
Mr Costa da Silva heads, to find out about, say, a 
new customer. And here is a chart showing the in- 
dustry’s impressive rate of productivity growth: 
over 2% a year between 1990 and 1996. 

There are two striking things about Mr Costa da 
Silva’s chart. The first is that, yes, the shoe industry 
has done remarkably well. The second is that Portu- 
gal’s other industries have generally done rather 
badly. Yet if the country is to close the remaining gap 
between its living standards and the Eu average, 
Portuguese productivity growth will have to climb 
across the board. 

There are two ways in which a country can raise 
its GDF per head. It can either put more of its citizens 
to work, or it can make those already at work more 
productive. Portugal has all but exhausted the pos- 
sibilities of increasing its labour force. There is little 
scope left for switching underemployed workers 
from agriculture to more productive sectors, and the 
proportion of women in jobs is already higher than 
in most other ru countries, Portugal has not only full 
employment but is already importing people. Im- 
migration can help to push up Gp» growth, but it 
also adds to the head count, so it does not necessar- 
ily increase the rate of growth of Gpr per head. It all 
depends on how productive those immigrants are. 


That leaves productivity growth, but unfortu- 
nately this is not as rapid as it was. Between 1987 and 
1995, output per worker increased by an average of 
around 3% a year, says the New University of Lis- 
bon's Mr Mateus, but in the past four years the 
growth rate has averaged only 1.7%. The prime min- 
ister's advisers prefer a different set of different fig- 
ures, pointing out that growth in productivity as 
measured by output per hour worked has recently 
accelerated. This is true, but immaterial. It largely re- 
flects a decline in very long working weeks, in the 
last few hours of which not much useful was done. 


Four reasons for optimism 


There are reasons to believe that the Portuguese can 
indeed use their existing working hours more pro- 
ductively. One good sign is that Mr Guterres has put 
productivity at the top of his agenda. "Raising pro- 
ductivity", says one of his advisers, Maria Joao Ro- 
drigues, "is absolutely a priority." She notes that 
some companies are already using new manage- 
ment techniques, "But we have many companies 
which are finding it hard to adapt." With the aid of 
EU money, efforts are being made to raise skills and 
qualifications, help companies improve their com- 
petitiveness, upgrade the country's infrastructure, 
and develop Portugal's poorest regions. The Portu- 
guese put a lot of emphasis on this sort of thing dur- 
ing their £u presidency in the first six months of this 
year, and at the Lisbon summit in June all the EU 
countries made the right noises, promising to make 
it easier to start companies, cut red tape and em- 
brace the “new economy”. 

A second reason for optimism is demography. 
Although Portugal's population is ageing, this is 
happening less quickly than in other eu countries, 
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so the share of working people in the population 
will not fall as fast as elsewhere. That should make it 
a little easier for Portugal to close the gap. A third 
reason is education. Each generation of young Por- 
tuguese is better educated than the one before, so as 
older people retire, more productive youngsters take 
| their places. "People with very high skill levels, with 
phos from different countries, a new generation of 
| people from business schools, are coming through 
to the top of companies now,” says Ms Rodrigues. 

Fourth, there is an obvious appetite for new 
| technology. More than half the population has а 
mobile phone—a penetration rate lower than in 
| Scandinavia, but higher than in Germany (see chart 
5). This is partly because pre-paid mobiles were first 
developed and introduced in Portugal, by тмм, the 
| mobile-phone subsidiary of Portugal Telecom. More 
than four-fifths of Portuguese mobile-phone users 
| now pay as they go. It helps that they can reload 
| their pre-paid phones with credit at any automated 
teller machine. At the same ATM, they might also 
| рау their utility bills or buy theatre tickets, as well as 
| withdrawing cash. And there is more technical wiz- 
| ardry on the privatised motorways: drivers with 
| special sensors on their car windscreens can pass 
| through separate "green lanes" without having to 
stop and pay a toll. A computer monitors their 
movements and collects the toll directly from their 
bank accounts. 

Smaller companies, too, are developing new 
technologies. At Oeiras, a few miles outside Lisbon, 
sits Taguspark, a spreading science park set up in 
| 1992 which now houses 100 technology companies. 
| The youngest firms at Taguspark can use an “incu- 
| bator" which gives them free accommodation for a 
| 





few months. Older companies pay rents that in- 
crease with their age. The place has been filling up 
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much faster than expected, and is still building more 
offices. Virtually all the tenants of new, bigger of- 
fices, says Luiz Maltes, a member of Taguspark's 
board and head of the association of Portuguese sci- 
ence parks, are existing clients that have outgrown 
their old premises. 

Not far away, Carlos Quintas, chief executive of 
Altitude, a software company, explains how his firm 
is developing an integrated customer-relationship 
system. Rather than have one system for dealing 
with telephone callers and another for Internet que- 
ries, he says, it makes more sense for companies to 
have one comprehensive system for everything. 
Such a system should recognise customers and treat 
them as individuals. The market for such systems is 
worth tens of billions of dollars, Mr Quintas thinks, 
and small and medium-sized companies are the 
most promising markets. His firm, five years old, is 
already operating in Europe, Brazil, East Asia and 
the United States. 


Causes for gloom 


Encouraging as all this is, there are also strong rea- 
sons to be cautious about Portugal's ability to lift its 
productivity more rapidly. The obvious way to 
make employees more productive is to give them 
more, and more up-to-date, capital equipment. The 
country invests about 23% of its GDF, not bad by 
European standards even after stripping out the half 
spent on construction. But a lot of it is government 
investment (all those public works). If Portugal 
wants to catch up, it needs to do be:ter than this. 
Moreover, despite the whizzy arms and motor- 
way toll gates, the layer of technolcgical sophistica- 
tion is still thin. Although the Portuguese have taken 
readily to mobile phones, they lag well behind other 
Europeans in using the Internet (see chart 5). Portu- 
gal's record in research and development is weak. In 
1997, it spent 0.63% of GDP on Rap, about one-third 
of the eu average (which is in turn Jess than the aver- 
age for all orco countries). The proportion of кар 
carried out by business is especially low, because 
the average Portuguese company is small. The gov- 
ernment itself undertakes around one-quarter of 


. the country’s Rap, and pays for two-thirds of the to- 


tal, more than twice the oEcp average. 

Portugal also has a relatively small, although 
growing, number of university graduates and re- 
searchers in relation to its population. Although Al- 
titude has found fine software engineers trained at 
Lisbon universities, Mr Quintas says: “We are the 
only multinational [Portuguese] software company 
doing rap, so we can get the top tier. But the quan- 
tity is not sufficient.” Attracting foreign software en- 
gineers to work in Portugal, he adds, is not hard. 

At Taguspark, there are also frustrations. One of 
the selling points for the science park, says Mr 
Maltes, was that a local university was meant to oc- 
cupy a building on the site. The idea was that some 
of its 2,000 students would go on to work for Ta- 
guspark companies. However, the first 80 students 
did not arrive until this October, years behind 
schedule. “Everything in our hands went very fast,” 
he explains. “But things in the state’s hands have 
been very slow, including the university.” A further 
disappointment has been thata similar science park 
in Oporto failed to get off the ground. Whereas Ta- 
guspark has been run like a private company, says 
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Mr Maltes, the Oporto project has been a muddle, 
caught between three different municipalities. 

The education system remains a cause for con- 
cern. The better educated a country’s people are, the 
faster its economy can grow. Despite dramatic im- 
provements in recent years—as late as 1970, one- 
third of the population was illiterate—Portugal still 
has some catching up to do. In 1996, only a third of 
the 25-34 age group had completed 12 years of 
schooling, compared with an average of 75% for the 
rest of the oec; Ireland and Greece both managed 
66% and Spain 50%. At university level, the gap was 
narrower, but still noticeable. 

In fact, Portugal spends 5.7% of its national in- 
come on its public-sector schools and universities, a 
high proportion by оєср standards. Unfortunately, 
Portuguese taxpayers do not seem to be getting good . 
value for their money, according to the rwr's Mr 
Clements. In secondary education, Mr Clements 
found, Portugal spends more per student than most 
countries, for two reasons. Its teachers' salaries are 
relatively high for a country with a lowish income 
level; and many children repeat one or several years 
of school, thus absorbing more resources for the 
same result. By several yardsticks, Portugal ranked at 
or near the bottom of Mr Clements's sample of a 
score of oEcp countries. He estimates that were the 
education system as good as the oECD's best, Portu- 
gal could spend 38% less to produce the same num- 
ber of secondary-school and university graduates as 
at present. But the problems go wider than schools 
and universities. The public sector as a whole is too 
big and too inefficient. 

This survey opened with a sight of the Vasco da 
Gama bridge, built to commemorate the sooth anni- 
versary of the explorer's famous voyage of discov- 
ery. In around 20 years, the Portuguese will be cele- 
brating a similar quincentenary: that of the 
expedition led by Ferdinand Magellan which in 
1519-22 circumnavigated the globe for the first time. 
Today's Portuguese have a chance of a double cele- 
bration: as well as the anniversary of Magellan's 
great expedition, they might be able to toast the end 
of their voyage to raise their living standards to the 
European average. Can they do it? 
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Now for the second half 






Mr Mateus, the professor at the New University 
of Lisbon, recently set out three scenarios for Portu- 
gal's economic future. In the most pessimistic ver- 
sion, investment and productivity growth remain 
weak, and the economy is held back by the debt it 
has built up in recent years, as well as by the ageing 
of its population. If this comes true, then in 2020 GDP 
per head, relative to the Eu average, will still be 
roughly where it is now. In the second scenario, Por- 
tugal introduces some mild structural reforms and 
GDP grows at about 3% a year, which in 20 years’ 
time will push up Portugal's Gor per head to 82% of 
the Eu average. The third, most optimistic scenario 
requires thoroughgoing reforms that will lift total 
factor productivity growth (ie, over and above the 
effects of merely adding more capital) to 2%, and al- 
low Gpr growth to rattle along at 4.3% a year. 

In the next few years, the worst scenario may 
look the most likely. As the consumer boom fades, 
the economy will cool. For a while, it may well grow 
by less than the ev average. But on a long-term view, 
this lull may be a good thing. According to Antonio 
Sousa, president of Caixa Geral de Depositos and a 
former governor of the Bank of Portugal, “It’s crucial 
that for the next two or three years we stop at 
around 3% [сюр growth], It would be unsustainable 
to grow beyond that rate without further changes in 
the structure of the economy.” 


They can do it if they try 


Sooner or later, though, if it wants to close the gap 
with Europe, Portugal will have to find a way of sus- 
taining a higher growth rate. In essence, that re- 
quires two big changes. One is more investment— 
and not in yet more public works, but in the nuts 
and bolts of private business. If the Portuguese are 
ever to emulate the recent performance of the Irish, 
admittedly a tall order, then a lot more investment 
will have to come from abroad. And quite a bit more 
will have to go into кар, where Portugal lags badly. 

The second big and essential change is to make 
the public sector smaller and sleeker. Too much 
money is being spent on employing people in gov- 
ernment service who would be more productive in 
private business. Too many legal cases get clogged 
up in court. Health-service costs will 
have to be contained. Pensions will 
have to be reined in as the country ages. 
And so on. A good start would be to 
privatise Mr Sousa’s bank; but in the 
longer run there is nothing for it but to 
improve the efficiency of public ad- 
ministration and to reduce the share of 
public spending in Gp» to nearer 40% 
than 50%. 

Can Portugal catch up with the rest 
of Europe by 2020? In principle, yes. 
When the country has made so much 
progress so quickly, surely, if it really 
sets its mind to it, it is capable of near- 
miracles. But in practice, who can tell? 
That first circumnavigation of the 
world might be seen as a warning as 
j| well as an inspiration. Magellan him- 
f | self never completed the epic voyage. 
е He got through only half of it and died 

ı fax from home, in the Philippines. 
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Clouds over the countryside 


GLOUCESTER 


Running the countryside is about getting a balance between preserving 
beauty and creating jobs. The agricultural crisis has shifted that balance. 


Expect more suburbanisation 


FS politicians, Gloucester, in the heart of 
the west country, matters. It was here that 
Tony Blair kicked off his triumphant gen- 
eral-election campaign in 1997. For the first 
time in a generation, Labour captured the 
Gloucester seat as well as the neighbouring 
rural and semi-rural seats of the Forest of 
Dean and Stroud. It was an area that the To- 
ries had taken for granted. If they are to make 
inroads into Mr Blair's huge majority at the 
next election then seats such as these are the 
ones they must win back. With that in mind, 
the government published its long-awaited 
rural white paper this week. And it might 
well have shot the Tory fox. 

On the surface, Gloucestershire looks as 
if it must be amongst the most prosperous 
parts of the country. In a sense, so it is. Out- 
side London and the South-East, it is one of 
the richest counties in England. The county 
council published an economic survey of 
Gloucestershire in 1998 which showed that 
the unemployment rate was two percentage 
points below the national average and aver- 
age earnings were higher than in the country 
asa whole. In the Cotswolds, the unemploy- 
ment rate is less than 1%. 

But there is another side to Gloucester. 
The town's cattle market, for instance, is on a 
large site just outside the town centre. The 
buildings are dilapidated and the pub derel- 
ict. Theonly poster on the window of the lo- 
cal auctioneer advertises free government 


advice to farmers on how to “diversify” and 
“change business structures”, euphemisms 
for quitting agriculture altogether. Glouces- 
ter’s cattle market used to be the second-big- 
gest in England; now the site operates on 
only two mornings a week. 

The city council, which owns the site, 
wants to redevelop it. The market will have 
to move to a smaller site on the edge of town, 
neatly illustrating how agriculture is being 
marginalised. Gloucestershire’s farmers 
have been hurt as much as farmers any- 
where by the cumulative stresses of the BSE 
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crisis, the collapse in world commodity 
prices, the strength of the pound and the 
long-term decline in subsidies. 

The farmers' troubles are part of a wider 
set of problems that locals refer to as a “rural 
crisis". By this they mean hidden pockets of 
poverty and deprivation as bad as anything 
in the towns: in the Cotswolds a third of the 
population has a post-tax income of £7,000 
or less, less than half the national average. 
They mean the disappearance of services 
that the poor depend on, and that bring life 
to villages: around the country, 42% of rural 
parishes have no permanent shop, 49% have 
noschool and 75% have no daily bus service. 

Stephen Wright, director of the Glouces- 
tershire Rural Community Council, argues 
that many villages in the Cotswolds have 
passed beyond "crisis" point. They have be- 
come dormitory villages for rich commuters, 
completely dead during the week. If the lat- 
est issue of the National Centre for Social Re- 
search's British social attitudes survey is to be 
believed (see chart on next page), rich urba- 
nites are going to keep on coming. But they 
are coming for the beauty of the landscape, 
not for the job prospects. 


A little bit of class warfare 


They are not the people this white paper is 
designed to appeal to. The government 
hopes its proposals will appeal to voters 
wholive and work in the countryside as well 
as sleep there. One of the main complaints of 
genuinely rural types is that townies with 
weekend cottages not only force up the price 
of property, thus driving out the rural young, 
butalso get away with paying only 50% of the 
standard council tax, on the grounds that 
they do not use local services as much as full- 
time residents. The white paper will allow 
councils to eliminate that discount. This will 
affect about 200,000 homeowners, and is ex- 
pected to raise £150m ($220m). 

The Tories have called this measure vin- 
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BRITAIN 


dictive, but their natural allies in the coun- 
tryside pressure groups are happy with it. All 
have approved the idea, and some want the 
rise to be mandatory. The extra money will 
be set aside to provide more "social hous- 
ing”; another 3,000 new "affordable" homes 
will be built each year. Politically, the move 
cannot be faulted. It will raise money at the 
expense of those who would be least likely to 
vote Labour anyway. 

But the more serious issue, in the long 
run, for commuters and weekenders who 
moved to the countryside because it was 
beautiful, is the relaxation of the planning 
regulations. Planning regulations are the 
government's main way of influencing 
economic growth in the countryside—and 
of controlling ugly development. Lower 
farm incomes and the growing political im- 
portance of the countryside lobby have per- 
suaded ministers to shift the balance in fa- 
vour of growth. 

The rules will be changed to allow more 
house-building. Developers who want to 
build executive homes will have to provide 
the same number of cheaper rented units. 
Farmers will be freed to move into new kinds 
of business by a relaxation of the rules on 
converting outbuildings and land for non- 
agricultural uses. Although there is little new 
money to help the farmers directly, this 
comes on top of the £1.6 billion set aside to 
help farmers diversify into other more prof- 
itable activities, as well as into what is now 
called “countryside stewardship”. 

The rural white paper will encourage 
employment in the countryside. It is not a 
plan for those whose priority is preserving 
beauty, or for those who fear the endless en- 
croachment of suburbia. But the govern- 
ment is evidently none too bothered by the 
idea of losing a bit more countryside in the 
long term. By contrast, in the short term it 
reckons that the votes of a few conservation- 
ists and well-to-do owners of second homes 
weigh lightly in the balance against those 
who have to make a living out in constituen- 
cies such as Stroud and the Forest of Dean. 
And, at this point in the electoral cycle, that is 
what matters most. 
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Clarification We would like to make it clear 
that Free Tibet, which was included in our map 
on exiled political groups in London, is commit- 
ted to non-violence. 
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Ta - "r 2? 


| [АСК STRAW, the home secretary, has 

doubts about the English. He thinks 

they have a propensity to violence and 
a troubling imperial legacy. But he is keen 
on the word "British", which he thinks is 
much more capacious. Quite how keen 
emerged this week: Mr Straw confided 
that he would like to see the football teams 
of the four home unions merged into a 
single British one. 

A survey of British social attitudes 
published this week endorses the view 
that English nationalism can be nasty, 
and is on the rise. The number of people 
who consider themselves English and not 
British more than doubled between 1997 
and 1999. Those individuals are especially 
likely to admit to being racist. England's 
violently nationalistic football hooligans 
are reviled across Europe, whereas their 
kilted, ginger-wigged Scottish counter- 
parts are among the world's favourite sup- 
porters. Mr Straw thinks a combined team 
would help to unify the nation(s). Perhaps 
it would also help to civilise the English 
supporters. 

But the reaction to Mr Straw’s idea was 
so hostile that Downing Street swiftly 
made clear that he was only expressing a 
"personal" view (“personal” has become 
a common euphemism for wrong"). The 
Football Association worried that com- 
bining the teams would diminish Britain's 
collective influence abroad. All those 
players who, after being rejected by Eng- 
land, discover a Celtic heritage and play 
for one of the other teams, will also have 
been alarmed. But the main reason Mr 
Straw’s scheme is flawed is that it misun- 
derstands the relationship between poli- 
tics and sport. 

Sport is a substitute for political con- 
flict, not an extension of it. The rivalries 





Politics by other means 





between the four football teams, espe- 
cially the English and Scots, are not always 
courteous: when the Scots visited Wem- 
bley in 1977, they took chunks of the sta- 
dium home with them. But in general 
these confrontations are a way of letting 
off steam, rather than rehearsals for po- 
litical schism. And these separate sporting 
identities are held extremely dear by sup- 
porters: polls suggest that Scots are at least 
as attached to their football team as they 
are to their new parliament. 

The make-up of Britain’s sporting 
teams allows for precisely the kind of flex- 
ible sense of nationhood that Mr Straw is 
keen to encourage. Football is a devolved 
sport, but in the shape of the British Lions 
(rugby) and the Olympic team, Britain al- 
ready competes as one. In the Ryder cup 
(golf), British sportsmen even compete 
under the banner of Europe (there are, as 
yet, no calls for them to withdraw). So 
across the panoply of sport, most senses of 
identity are catered for. 

It is true, though, as Mr Straw ob- 
served, that combined British teams do 
tend to do better. And sporting success 
can create the sort of good cheer that poli- 
ticians can only dream about. Perhaps, 
then, the home secretary has a more parti- 
san motive. After England's victory in the 
1966 World Cup, Harold Wilson, the prime 
minister, remarked that England only 
won the cup under a Labour government. 
The 1970 general election was called to co- 
incide with the next World Cup. England 
lost, and amid the subsequent gloom, so 
did Labour. Some historians speculate 
that England's football defeat was 
responsible for the death of British social- 
ism. Mr Straw may be hoping that a uni- 
fied British football team would help to 
preserve the Third Way. 














North-south divide 
Getting wider 


NEWCASTLE UPON TYNE 


To at the places where politicians make 
speeches, and you can discover some- 
thing about the issues that worry them. On 
December 15 Tony Blair and Stephen Byers, 
the trade and industry secretary, were due to 
make big speeches in the North-East. And 
on November 27th, the government an- 
nounced that it will give most northern 
councils a bigger subsidy next year, mainly 
at the expense of councils in the South-East. 
The reason for all this attention is that the 
gap between the prosperous South-East and 
the poorer north seems to be getting wider; 
and the govemment has lots of ministers 
with northern constituencies and an elec- 
tion on the way. 

Mr Blair, while conceding that he has a 
lot to do on unemployment and poverty in 
the North-East, is sticking pretty firmly to his 
line that there are also a lot of poor jobless 
people in the south. Mr Byers is taking a 
slightly different angle. While dutifully ob- 
serving that there are justas many disparities 
in wealth within regions as between them, 
he admits that the south is racing ahead. He 
says, for example, that the share of Britain’s 
сор which is created in London, the South- 
East and East Anglia has gone up sharply 
since 1990, but has fallen in the north, the 
West Midlands, Wales and Scotland. 

Even in manufacturing, where the north 
is supposedly strong, the south is gaining. A 
recent report by Newcastle University's cen- 
tre for urban and regional development 
studies showed that since 1998 the north has 
lost manufacturing jobs and the South-East 
has gained them (see map). The Trades Un- 
ion Congress, which commissioned the re- 
port, and Mr Byers agree on the reasons. The 
north's industry is still mainly traditional— 
textiles, engineering and suchlike—and its 
companies invest relatively little in research 
and product development. Manufacturing 
in the south, however, is skewed to newer 










] 
Change in number 

of manufacturing 
jobs 1998-2000, % 
. | increase зо 
Beo 8° 





















Source: Labour Market Trends 
=" En) 





industries, such as communications and 
electronics, which spend more on innova- 
tion. So the government is trying to plug the 
gap. Mr Byers's department is to treble the 
amount it spends on innovation next year to 
£54m and most of that will go to the least in- 
novative regions. 

Politicians like these plans better than 
economists do. Robert Huggins, research di- 
rector of Newidiem, an economics think- 
tank based in Cardiff, says that spending on 
innovation is more likely to benefit rich 
places than poor ones, because they have 
the businesses that know how to use this sort 
of cash. Peter Robinson, an economist at the 
Institute of Public Policy Research, says that 
the government is confusing industrial pol- 


icy (measures aimed at improving the com- 
petitiveness of business) with regional pol- 
icy (tools for reducing disparities between 
regions). 

Whether or not they will actually reduce 
regional inequalities, there is a clear purpose 
behind Mr Byers's schemes. William Hague, 
the Conservative leader, has made it clear he 
thinks the Regional Development Agencies, 
which administer regional policy, are un- 
necessary bureaucracies; he wants to abol- 
ish them. Mr Byers, by contrast, is giving 
them more money, and more flexibility 
about how to spend it. Labour's election 
message is plain: while the government has 
yet to find a way of closing the north-south 
gap, the Tories will turn itintoa yawning gulf. 
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Sir Malcolm Bradbury 


The creative—writing man 


HE literary world has been mourning 

the death of Sir Malcolm Bradbury this 
week, at the age of 68. He was an academic, a 
professor of English and American literature, 
as well as a successful novelist in his own 
right. He popularised the campus novel. His 
most famous work, “The History Man”, pub- 
lished in 1975, was a bestseller. It was also 
turned into a hit television programme, star- 
ring Anthony Sher as the trendy and tyran- 
nical young history don at one of Britain’s 
new redbrick universities of the 1960s. But Sir 
Malcolm was more than a fine writer: he 
made as big a contribution to English litera- 
ture as the founder of the country’s first cre- 
ative-writing course, which became some- 
thing of a production line for some of 
Britain’s best known literary names. 

“Creative writing” is a staple of Ameri- 
can universities, but it has usually found lit- 
tle place in the more staid and narrow world 
of British academia. Sir Malcolm, however, 
proved that good writing could be taught, or 
at least nurtured. And he also showed that 
you did not need to starve in a garret to hone 
your literary skills. Good writing could be 
done just as well within the confines of a 
university. 

His own redbrick haven was the Univer- 
sity of East Anglia in Norwich. Situated on 
the edge of the fens, uea was known mainly 
for the virulence of the cold winds blowing 
off the North Sea before Sir Malcolm set up 
his postgraduate course in literature in 1970, 
together with Sir Angus Wilson, a novelist. 
Sir Malcolm was lucky. His first student was 
lan McEwan, who, as well as submitting his 
usual academic work, insisted on turning in 
short stories as well. Sir Malcolm quickly 
took more interest in the short stories than in 
the academic essays, and the creative-writ- 
ind course evolved out of this first, 
serendipitous, meeting of minds. 

Mr McEwan went on to become one of 





Britain's best-regarded novelists, winning 
the Booker Prize for “Amsterdam” in 1998. 
His early success established the credentials 
of the creative-writing course. Other alumni 
include another Booker Prize winner, Kazuo 
Ishiguro, Glenn Patterson, Clive Sinclair and 
Andrew Cowan. Only this year, two of the 
course's former students, Mr Ishiguro and 
Trezza Azzopardi, were both nominated for 
the Booker prize. 

Pioneered by Sir Malcolm, creative writ- 
ingis now an accepted part of many univer- 
sity curricula. The man himself retired from 
UEA in 1995, but Andrew Motion, the Poet 
Laureate, replaced him as professor of cre- 
ative writing, and the course has been ex- 
panded to include programmes in script- 
writing and poetry. 
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ANKIND--to say поі 
mixed feelings about сї 
morrah. But when did “metropo 
British politics? And wh 
over Labour’s prospects 
turbed by 


There may be British voters w 
resent London’s domination of 1 
tional life, or who prefer the country 
to the town, Labour has done its bit: 
in this week's rural white paper to. 
show that it cares about the coun- 
tryside.. But... neither. . politiciat 
seemed to be using the word in this EE 
pedestrian, geographical sense, In 
British politics, “metropolitan” no 

longer means "urban". It has some- 7; 
ом become the brother of "liberal". 
in the metropolitan /liber, 
and the cousin of “cosmopolit: 
bel Pravda used to stick on in- 
convenient people, usually Jewish,- 

_ who offended against Soviet ortho- 
doxy). In Britain, whatever else 
“metropolitan” may be, he canno 
be one of the yeomen William: 
Hague, the Conservative leader, - 
called "fine upstanding citizens” for 
blockading the fuel refineries during |. 
the summer's petrol-tax protests. A 
metropolitan is intellectual, arro-. 
gant, rootless, possibly foreign, pos- . 
sibly sexually unorthodox, and cer 
tainly out of touch. 2t. 

If metropolitans did not exist, 
the opposition would have to invent them. David Willetts, one of 
_ the cleverest members of the shadow cabinet, explained this in a 
pamphlet he wrote last year about the | sof the Tory defeat in 
1997. He concluded that Lady. eatness as a premier 
was “her uncanny instinct for the populist messages that would 
sway the electorate”. In opposition, the Tories’ best plan was there- 
fore “to identify itself as ‘us’ against ‘them’, the arrogant, out-of- 
touch government.” Sure enough, in the past year, the supposed 
impositions upon the yeomanry by the liberal/metropolitan elite 
have loomed large in Mr Hague’s speeches. One speech last June 
contained eight denunciations of New Labour's “liberal elite". In 
another he said this liberal elite was “self-opinionated, self-ap- 
pointed and out-of-touch”: hi declared that "only the 
most out-of-touch, metropolitan elite could regard the attack on 
our rural life and the desperate plight of our farmers as a source of 
amusement" Andsoon. o 

There is hardly anythi 
government out of touch, But 
squirm when the Tories ac | 
many of its own members also bel 
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and quite a few are willing to say so. Frank Field, the member for 
Birkenhead and a former minister, has complained that tradi- 
tional Labour voters find something alien in the new leadership's 
choice of friends and "rich lifestyle", Peter Mandelson, Mr Blair's 
urbane (and gay) Northern Ireland secretary, became the arch- 
symbol of this metropolitan tendency even before he was photo- 
graphed on his Mies van der Rohe chair in his famous Notting Hill 
pad. You can still raise a laugh in Labour gatherings by retelling the 
yarn, though it is probably apocryphal, of Mr Mandelson mistak- 
ing a plate of mushy peas (a proletarian delicacy in the north of 
England) for guacamole (once briefly fashionable in Islington). 
Needless to say, Mr Hague makes much of his simple York- 
shire roots and tastes. On closer in- 
spection, plenty of suave types pop- 
ulate the Conservative benches. But 
being metropolitan themselves has 
never stopped the Tories from treat- 
ing the affliction as a vice in others. 
Benjamin Disraeli was surely the 
most metropolitan metropolitan 
British politics has ever produced. 
Even so, he felt no compunction 
about portraying his own party as 
the defender of the nation’s authen- 
tic values and the Whigs as the im- 
porters of an alien creed, 

Words change their meanings 
all the time, especially in politics. 
What does it matter if “metropoli- 
tan” has mutated from a neutral 
word to put in front of a railway ora 
museum into a political insult? 

It matters if calling your oppo- 
nent metropolitan isjusta sly way of 
signalling your own social intoler- 
ance. The Tories presumably see 
votes in doing this. The National 
Centre for Social Research pub- 
lished its annual survey of British 
social attitudes this week. One of its 
findings challenges the common 
idea that the principal class issues in 
British politics revolve around the redistribution of wealth. In fact 
the middle classes and working classes have rather similar views 
on redistribution and public spending. They differ more on social 
issues, especially law and order, European integration, sexual mo- 
rality and the treatment of minorities. In general, says Oxford Uni- 
versity's Geoffrey Evans, working-class voters take a more puni- 
tive attitude than the middle classes towards crime and 
punishment. They are less tolerant of homosexuality, keener on 
censorship, less tolerant of black people and more hostile to the 
euro and European integration. They are, to coin a phrase, less 
metropolitan. Tories are understandably keen to scoop up the 
votes of these working-class authoritarians. 

Fair enough, if that is what the Conservatives really believe in. 
And to judge by the "disappointment" senior Tories are reported 
to feel in Michael Portillo since the shadow chancellor owned up 
to a homosexual past and reinvented himself as a social liberal, 
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Sierra Leone Telecommunications Company Limited 
(Sierratel) Selection of Strategic Partner 












Background 





The Ministry of Transport and Communications on behalf of the Government of Sierra Leone 






has initi a tender process in connection with the divestit f up to 49% of its shares at 








the Sierra Leone Telecommunications Company Limited (Sierratel ) 








KPMG has been appointed by Sierratel and the Ministry of Transport and Communications t 


act as their financial adviser for this process 





The U.S. Agency for International Development 
intends to issue a request for proposal for the 
Kosovo Business Finance (KBF) Program. 


Enterprise profile 

















Sierratel was incorporated on 1 April 1995 as a result of à er betweer 
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inications. Company Limited (SLNTC) and Sie 
Company Limited (SLET). The purpose 
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This program will support the recovery and revitalization 
of small and medium enterprises (SMEs) in Kosovo by 
providing an SME credit facility and supporting the 
establishment of a full service bank in Kosovo to mobilize 
deposits and provide other financial services to SMEs. 
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Information on Sierratel 





An information memorandum is available from any of the offices below by phone, fax or mail 










aries should submit to any of the offices below by 15 December 2000 the 
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Ы An indicative of rchase of 49% of the shares capital of Sierratel Limited 





For more information interested firms should see notice: 
Kosovo Business Finance (USAID/Kosovo 167-01-02) 






г including the most recent financial statements 
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http://www.usaid.gov/procurement bus opp/procurement 
announce/cbd/100025-103938.26392.shtml 
or 
E-mail: sgabriel(g USAID.gov 
or 
Fax ++361 269-5893 








Ministry of Transport and Sierratel 
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s v Email: a 
Attention: The Senior Partner Attention: The Permanent Secretary 





Attention: The Managing Director 
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In the laboratory 


Japan has at last begun to put its millions of Internet-ready mobile phones to 
good use. The next step is expansion abroad 


I. IS brimming with useful technology. But 
Japan has more than its fair share of use- 
less gadgets, too—from high-tech fish tanks 
tocomputer-controlled massage chairs. Mo- 
bile phones configured for Internet access 
may not be entirely without their uses. Nor, 
so far, have they justified the unbridled en- 
thusiasm of the more than 20m Japanese 
who have signed up for these new online 
services and thus turned Japan into a testing 
ground for the much-hyped "mobile In- 
ternet”, Save for schoolkids desperate to 
download the latest jingle for their ringers, 
most Japanese still use their handsets 
mainly as a fancy paging service, sending 
each other rapid-fire text messages. For all its 
technological wizardry, Japan's mobile In- 
teret still looks—to the foreign eye, at least— 
like a technology in search of a good use. 
This may be about tochange. Boosted by 
the arrival of some big new technologies, a 
flurry of new business and consumer appli- 
cations has begun to turn the mobile handset 
into an exciting new tool for e-commerce. As 
its popularity spreads from classrooms into 
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homes and offices, Japan's red-hot mobile». - 


phone industry has begun toget a feel for the 
irresistible "killer applications" that could 
turn a national craze into a global industry, 
dominated by Japan. 

мтт DoCoMo, whose i-mode Internet 
access service claims three-quarters of the 
domestic market, makes no secret ofits plans 
to expand abroad. This week, it unveiled an 
agreement to pay $9.9 billion for 16% of Ar&T 
Wireless, adding an American name to its 
string of minority stakes in big mobile carri- 
ers in Asia and Europe. Behind DoCoMo are 
chip makers, software houses, systems inte- 
grators and Japan's marketing and advertis- 
ing industry, all preparing to make their 
push overseas. 

One application they will want to plug is 
corporate use of the mobile Internet. As Kei- 
ichi Enoki, one of i-mode's founding fathers, 
points out, most people associate the i-mode 
brand with the schoolchildren who pio- 
neered its use. Yet 30% of i-mode’s customers 
are over 40. In fact, thanks to the sudden rush 
by Japanese firms to embrace i-mode, the 


sets. that сат handle Internet 


proportion of older users is increasing, 
Because i-mode uses HTML, thestand 
Intemet programming language, systems 
tegrators such as 18M and Fujitsu can offe 
mode-based mobile access on topof norm 


+ corporate networks at little extra cos 


old company. networks can be ma 
mode-friendly fairly easily, with. softw. 
sold by such firms as America's Puma Teck 
nology. Office workers can then read eire 
mails or tap into company datab 


-theyareon the move. 













The introduction next month of ha 


technology.and Java (a programming | 
guage that, among other things, adds e: 


“security to, password-protection syst 
. will further boost i-mode's corporate popu 


larity. Financial firms such as As 


. have begun to experiment with i-m 
< help with sales, as door-to-door salesr 
. use it to demonstrate savings products, 
instance, or to display up-to-th min 


\ prices. 
v The new, encryption-friendly hı | 


| should also boost shopping using mobi 


phones, which at present accounts 


` 10% of the 150m web-page views that 


users rack upevery day. Mr Enoki thinks 
books, cps, airline and concert tickets, at 


“shares will be the most popular ite 
over handsets. Big Japanese ticket agen! 


even plan to introduce "virtual". ticke 
bought on their websites, downloaded t 
handset and then shown to the doorma: 


` Research by Hakuhodo, an advertising fim 


suggests that Japanese consumers wan 


‘use their mobile phones to pay their util 


bills and to buy all sorts of sm 
pointingtoa future use for the mobil 


-asan “electronic purse". 


"^ Doyouspeak 3G? 


The next big technological change like 


affect the way that handsets are used: will be 
; NTT-DoCoMo'hs introduction, next. May, of 
* the world's first “third-generation” (3G) 


bile-phone network, which will boos 
transmission speeds by as much as 40 
This will introduce much richer graphics 
handsets, including short videoclips... 
The biggest impact of 3c will be 

among i-mode’s entertainment an 
formation websites, which together attra 
80% of all page hits. The Japanese are itchii 
for faster, better-quality news on handse 
already, each of Japan's big five natio 
newspapers boasts 100,000-200,000 mol 
subscribers, who pay Y100-300 per month 
for the privilege. CNN ’s Japanese-language i 
mode website is also popular, as are speci 
ist weather forecasters and traffic-inform 













| compatibi 
|| websites, ‘000 





«tion sites. 
The latter should become especially 
| popular once 36 takes off, as drivers get col- 
our road maps showing the latest jams on 
. Tokyo's permanently congested roads. Some 
_ firms plan to combine traffic information 
with search engines for restaurants, shops 
and other locations. Thanks to i-mode's 
clever billing system, companies are finding 
that they can charge for all this information. 
Websites approved by i-mode (a privilege 
for which there is now a six-month waiting 
list) can opt to have their subscription 
charges added to a customer's itemised tele- 
phone bill, for which Nrr DoCoMo takes a 
(cut 
... As lucrative as all this may sound, how- 
-ever,itis still far from certain that 3c services 
will earn their operators any pots of gold. I- 
: mode's bosses have recently been warning 
“against expecting too much. Last week, for 
example, Mr Enoki suggested that mobile- 
phone firms that have forked out huge sums 
_ for зс licences in Europe will struggle to re- 
coup their investments (conveniently, Do- 
* CoMogotits Japanese licence free). 
_ > Moreover, although the world’s mobile 
Operators are studying i-mode's fortunes 
“Closely, extrapolating Japan's experience to 
Europe and America may be risky. That is 
because many Japanese do not yet have af- 
fordable fixed-line access to the web, so that 
. mobile phones are the most feasible option 
for internet access. Many of the things that 
the Japanese find exciting todo on their mo- 
biles might make less sense to Europeans 
and Americans, who have cheaper Internet 
access through their pcs and interactive Tvs. 
* Nonetheless, the companies linked to i~ 
mode see export opportunities, Indeed, as 
NTT DoCoMo expands abroad, the sophis- 
:tication of Japan's mobile market should 
play into the hands of its handset manufac- 
turers, such as Matsushita, whose global 
market share trails those of Nokia, Ericsson 
сапа Motorola. Japan's innovative produc- 
поп engineering means that Matsushita and 
“its compatriots can turn design ideas into 
|o products within 8-10 months, allowing 
quick response to changing consumer de- 
“mands (Matsushita introduced 15 handset 
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- models in the past financial year alone), The 3 


firm plans to open a second European fac- 
tory next year. 

Westerners are used to bruising, periodic 
invasions by Japanese manufacturers. More 
surprising, this time, will be their accompa- 
niment by eager service companies such as 
software houses and advertising firms. Ha- 
kuhodo and other agencies are studying the 
characteristics of the mobile Internet, work- 
ing out how best to package and deliver, for 
instance, handset-based advertisements. 
One suggestion is that mobile-phone ads are 
likely to be more interactive, drawing cus- 
tomers in using online games and quizzes. 

It is still far from certain that i-mode's 
success at home will translate into domi- 
nance abroad. But one thing is clear: given Ja- 
pan’s technological lead, combined with its 
determination to stay ahead, western com- 
petitors would be foolish not to take the 
Asian threat seriously. 


DaimlerChrysler 


Revolting 


DETROIT 


|» lips can do more than just sink 
ships—as DaimlerChryslers chairman, 
Jürgen Schrempp, has discovered. The 
chain-smoking German seldom shies away 
from self-promotion, but hubris may have 
reached its self-destructive limit with his 
comments confirming what had long been 
suspected: that the so-called "merger of 
equals" between Daimler-Benz and Chrys- 
ler was little more than a sham. Cockily con- 
ceding in October that he had always in- 
tended to subjugate the American company, 
while keeping his motives hidden, he has 
triggered a $9 billion lawsuit by the com- 
pany's third-largest shareholder. 

Kirk Kerkorian charges Mr Schrempp 
and several colleagues with "fraudulently 
inducing the 1998 vote of Chrysler share- 
holders" thatapproved the takeover. The Las 
Vegas billionaire holds about 4% of Daimler- 








Chrysler's shares, but before the “merger”, 
his investment firm, Tracinda Corporation, 
was Chrysler's largest shareholder, with a 
13.75% stake. 

There is a special irony to the re-emer- 
gence of Mr Kerkorian, who has made a 
name for himself over the years as a cor- 
porate greenmailer. In April 1995, almost ex- 
actly three years before the DaimlerChrysler 
deal was announced, he made a run of his 
own at the American car company. The then 
chairman of Chrysler, Robert Eaton, eventu- 
ally beat back the hostile, $20.5 billion bid, 
But the conflict weakened Chrysler, which 
had to spend partof its cash mountain buy- 
ing its own shares, to placate Mr Kerkorian, 
instead of investing more in much-needed 
new products. Mr Schremppoffered himself 
asa white knight to shield Chrysler. Talks be- 
tween Mr Eaton and Mr Schremppled even- 
tually to the "merger". 

All the same, Mr Kerkorian’s latest tilt is 
more likely to be motivated by money than 
by revenge. And whatever his reasons, oth- 
ers are following his lead. Another share- 
holder, Stanley Kops, this week filed a class- 
action suit against DaimlerChrysler, seeking 
damages and the revocation of the deal. 

Making a case will not be easy, according 
to most legal observers. But whether or not 
thecourts find fault with Mr Schrempp's dis- 
closure, the latest events threaten his once- 
tight grip over the world's fifth-largest car 
company. There have been growing rum- 
blings in recent weeks as DaimlerChrysler's 
shares have hit new lows. Tellingly, support 
for Mr Schrempp is starting to weaken at 
home, too: Ekkehard Wenger, an influential 
German shareholder activist, will call for his 
dismissal at the firm's next annual meeting. 

Behind all this, Chrysler continues to 
suffer, It lost $512m in the third quarter, and 
has been forced to close three factories be- 
cause of bulging inventories. As if to under- 
score the truth of Mr Schrempp's remarks, 
several senior American managers have 
been sacked, including Chrysler's president, 
Jim Holden, who was recently replaced by a 
German, Dieter Zetsche. 

What to do? Chrysler is slashing costs, 
and may cancela $1.5 billion in- 
vestment in Canada. It also 
wants concessions from its 
North American unions to 
make factories more flexible, 
But the United Autoworkers 
(олуг) union is unwilling to 
amend thefour-year contract it 
signed last year. That deal en- 
sures. Chrysler's 76,000 UAW 
workers receive 95% of their 

“normal -take-home рау for 
nearly a year if they are laid off. 
Given how things are going, Mr 
Schrempp might soon need 
some job-security provisions 
of his own. 
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Thomson-CSF 


Back to its roots 


PARIS. 


Europe's third-largest defence company wants to build bridges across the 
Atlantic as cross-border collaborations multiply 


HOMSON-CSF used to 

be French, state-owned 
and all about defence. Now it 
is international, mostly pri- 
vatised and built around 
three core businesses, only 
one of which is defence elec- 
tronics, in which it has long 
been a global leader. Some 
70% of the company's sales 
and a third of its employees 
are now outside France. And 
state ownership has gone 
down to 34% and is due to fall 
even further. If Denis Ran- 
que, the company's boss, has 
his way, Thomson will 
change a lot more over the 
next couple of years. 

After a rancorous political struggle over 
its privatisation nearly three years ago, 
Thomson, the third-biggest European de- 
fence company after Britain's BAE Systems 





and the Franco-German 
EADS, is trying to make its 
own way. In the reshaping of 
Europe's defence and aero- 
space industry over the past 
couple of years, Thomson 
was often cast as a potential 
partner for cec Marconi, be- 
fore that company was 
merged into British Aero- 
space, to form BAE Systems. 
EADS, formed by the merger 
of France's Aerospatiale Ma- 
tra and Germany's DASA 
(which had also taken over 
Spain's CASA), is now often 
mentioned as a logical home 
for Thomson, but neither Mr 
Ranque nor Philippe Camus, joint boss of 
EADS, thinks that such a link is "necessary or 
opportune". 

That leaves the sailing-mad Mr Ranque 
to steer his own course, although he must be 


Big business bows to global warming 


HO could deny that the spectacular 

collapse last weekend of negotia- 
tions in The Hague on the Kyoto treaty on 
climate change was a setback to those hop- 
ing to see concerted action on global warm- 
ing? And yet, though ministers may have 
bungled, there is some reason for hope. 
That is because a more tenacious, better- 
funded lot is now beginning to take the 
problem seriously: big business. 

That may seem surprising, for heavy 
industry was the loudest critic of the Kyoto 
deal struck three years ago. In the past year, 
however, there has been a shift, with the 
big chemicals and petroleum giants taking 
the lead. DuPont, an American firm, has 
promised to slash its emissions of green- 
house gases by nearly two-thirds com- 
pared with their level in 1990 within a de- 
cade, while holding total energy use flat 
and using renewable resources for one- 
tenth of its energy worldwide. 

Britain's вр has also accepted volun- 
tary targets for reduction of carbon-diox- 
ide emissions. It is using an innovative 
emissions-trading scheme among its doz- 
ens of divisions worldwide to achieve the 
cuts efficiently—and at a price far lower 
than originally expected. That, explains 
Dan Dudek of Environmental Defence, a 
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green group that is helping вр to design and 
run its trading scheme, is because trading 
unleashes a surprising amount of ingenu- 
ity and can actually invigorate corporate 
growth. Firms may not need to be afraid of 
acarbon-constrained world. 

The most dramatic example of action is 
Royal Dutch/Shell, an Anglo-Dutch energy 
giant. Its board of directors recently de- 
cided that all big projects must take into ac- 
count the likely future cost of carbon emis- 
sions, as well as meeting the company’s 
required internal rates of return. Project 
number-crunchers must assume a cost of 
$5 per tonne of carbon dioxide in 2005-09, 
rising to $20 per tonne from 2010. Shell's Ai- 
dan Murphy explains: “We know that $5 
and $20 are surely the wrong price, but ev- 
eryone else who assumes a carbon price of 
zero in future will be more wrong. This is 
not altruism. We see it as giving us a com- 
petitive edge.” 

Of course, not all oil companies are so 
eager to tackle global warming. Exxon Mo- 
bil, the biggest, is also the world’s most 
powerful climate-change sceptic. Lee Ray- 
mond, its boss, is ferocious in his criticism 
of those, including this newspaper, that 
think global warming is real and warrants 
global action. 
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BUSINESS 


attentive to large private shareholders, such 
as Alcatel, which bought 25% of hiscompany 
when it was privatised. Might it make sense 
for the much-larger Alcatel to swallow 
Thomson? Mr Ranque thinks not, since Al- 
catel is trying to turn itself into a pure tele- 
coms concern. So what is Mr Ranque's strat- 
egy for his French-based group stuck with an 
English name, reflecting its creation in 1892as 
a French-American electrical joint venture? 

One clue lies in Mr Ranque's frequent 
trips to Washington, and his assertion that 
“we now know all the key people in the Pen- 
tagon”. The attraction of America is simple: 
its defence budget, at $280 billion a year (3.3% 
of cp») is by far the biggest in the world, al- 
most twice as big as the European Union’s 
collective $145 billion, or 1.8% of Gpr. As Alex 
Ashbourne of the Centre for European Re- 
form, a London think-tank, has pointed out 
in a recent pamphlet, America has become 
the main target for Europe's defence compa- 
nies. BAE Systems, for instance, already sells 
more to the Pentagon than to Britain's Minis- 
try of Defence. 

Thomson has already put some spans of 
its Atlantic bridge in place. Its acquisition 
earlier this year of Racal, a British defence- 
electronics group, raised the American share 
of its sales from 10% to around 15%. A bigger 
part of its transatlantic strategy, however, is 
its growing collaboration with Raytheon, 


Big Oil cares 


Despite this public stance, however, 
Mr Raymond's own firm has been quietly 
investing large sums of money in technol- 
ogies that will do much to address climate 
change: cleaner fuels, energy efficiency, 
fuel cells and the like. In more conciliatory 
moments, Mr Raymond even hints he has 
anopen mind about global warming. If the 
world’s biggest purveyor of fossil fuels ever 
accepts openly that global warming is real, 
that may turn out to be more important to 
the planet than any Kyoto deal. 
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America’s third-largest defence company. 


Thomson already has no fewer than 17 joint 
projects with Raytheon. The biggest isa new 
Accs (air command and control system) for 
NATO, a project worth up to $8 billion for the 
twocompanies. 

Thomson and Raytheon are about to 
break new ground with the formation of a 
joint venture for air-defence-electronics sys- 
tems. This is more than a collaboration to 
fulfil a Naro contract; it is the creation of a 
company that will sell such systems to other 
countries besides France and the United 
States, К needs approval from the Pentagon; 
but the latest noises from Washington sug- 
gest that thedealis about togo through. 

New administrations permitting, this isa 
clear sign that the American market is open- 
ing up a litlle more to European defence 


ıı firms—a breach in the policy of Fortress 


America. The traditional American attitude 
to trading partners in defence matters is, as 
Ms Ashbourne points out, as simple as ABC. 
Indescending order of trustworthiness, the A 
category includes Britain and Norway; в 
takes in Germany and France;c refers to the 
likes of Russia and China. This informal 
classification may not be official policy but it 
permeates Pentagon thinking. 
; The Fortress America stance means that 
American defence firms such as Lockheed 
^ Martin and ‘Raytheon are unlikely to be 
taken over by Europeans. But it seems that 
the likes of Mr Ranque and John Weston, 
BAE'S chief executive, are knocking on open 


. doors when it comes to forminga network of 


joint ventures as well as joint bids for con- 
tracts. One reason for this American loosen- 
ing is that firms such as Lockheed and 
Raytheon hope to reap reciprocal benefits 
by gaining access to European markets. Both 


< Lockheed and Raytheon’ are teaming up 


... with Thomson to bid for the job of kitting out 


` Semiconductors 





the next British aircraft-carrier with elec- - 


tronics systems. 

Even as it proceeds with its transatlantic 
bridge-building, Thomson is also roaring 
ahead with its civil-aerospace and rr busi- 
nesses. The two are increasingly linked, and 
in more complex ways than in the past. Be- 
cause of the Internet and modern telecoms, 
civil technology often feeds into military 
systems, as well as the other way round. That 
is why much of what Thomson now sees it- 
self doing is so-called “dual-use” technol- 
ogy--the sort which is applicable to both 
civil and military projects. Examples of this 
include signal processing, encryption and 
smart-card systems. 

The results of this more free-flowing 
world are beginning to show up in Thom- 
son's financial figures. In September, it re- 
ported half-year revenues up by 8% to €3.3 
billion ($3 billion), and operating profits up 
by 29% to €202m. The full-year figures are 
likely to be even better, given the greater vol- 
ume of business being done in the second 
half of this financial year, which ends in 
March 2001. The company thinks that it ison 
target to boost its profit margins by a quarter, 
toaround 8%, in the next couple of years. 

Mr Ranque sees a clear future for Thom- 
son as an independent group, arguing that 
not being part of a vertically integrated de- 
fence company, such as BAE Systems, means 
itcan mix and match with any of the big de- 
fence contractors according to the business 
opportunity such collaborations offer. For 
all that, without the French government's 
stake and the Pentagon’s hang-ups about 
transatlantic mergers, Thomson might make 
a wonderful merger partner for one of its 
American collaborators. All the more so 
given the old ambition of Lockheed and 
other American defence firms to become big 
in Europe. But do not hold your breath. 
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America, memory-chip Lazarus 


мм YORK 


UM Fortunes are easily reversed in the chip-making business. Our first article 


looks at America's fightback in the memory-chip market, our second at 
China's efforts to become a centre for chip making and design 


MERICA created the memory-chip mar- 
ketand once held almost all of it. By the 
late 19805, however; it had seen its chip mak- 
ers driven out of the business by Japanese ri- 
vals. Now the tables have turned again. 
American companies, led by Micron Tech- 
nology, an Idaho firm; ate quickly retaking 
the lead over the Japanese and aregainingon 
South Korean firms, such as. Samsung and 
Hyundai, that had pushed their country to 
the top of the list in thelate19905 (see chart). 
Ask. America’s Semiconductor Industry 
Association what has changed and it will 
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point to the success of its anti-dumping lob- 
bying. But the real explanation lies more 
with finance than with politics. America 
owes the return to prominence of its mem- 
ory-chip industry mostly to Silicon Valley's 
equity-finance model. 

In an industry as capital-intensive as 
chips (a new factory typically costs more 
than $1 billion), raising money more cheaply 
than your rivals is crucial. Like a lot of Ameri- 
can high-tech firms, Micron finances most 
of its growth with equity, while its Japanese 
and South Korean rivals have preferred debt. 














A decade ago, it was far from clear that debt 
was worse, since the Asians could get their 
money almost interest-free thanks to Ko- 
rea’s government-subsidised lending or the 
generous terms that Japanese banks would 
offer to chip-making members of their cor- 
porate stables, or keiretsu. But the bursting of 
Japan’s bubble and the Asian financial crisis 
put an end to that. Now the advantages of 
America’s equity model look clearer—at 
least so long as the country's own stock- 
market bubble remains moreor less inflated. 

The main difference between debt and 
equity is thatdebt has to be serviced, in good 
times and bad. In an industry as cyclical as 
semiconductors, of. which memory-chips 
are the most cyclical part, this can make all 
the difference. Because it takes a year or so 
for a new factory to be built, companies 
must investthe mostat the bottom of the cy- 
Cle, when profits are low, so as to have new 
capacity ready when the market recovers. 

Micron raises the money to do this by is- 
suing equity (or more typically, bonds con- 
vertible into equity) to add to its cash in the 
bank and profits from ongoing operations. 
But the Asian firms need all their cash in 
these thin years to pay their bondholders 
and bankers. In. former days, the banks 
would happily issue new debt to pay off the 
old, but now they are not so obliging: As 
Asia's cheap capital has disappeared, so has 
the main advantage its chip makers had. 
"Unlike Hyundai and rc [another South Ko- 
rean firm], which are still servicing crippling 
debt, Micron can go out and do equity deals 
at very favourable terms,” says Dan Niles,an 
analyst with Lehman Brothers. 

This applies to more than the raising of 
capital. Two years ago, Micron bought (with 
equity) the memory-chip operations of 
Texas Instruments, an American rival. And 
in October, it spent $500m to buy out its ma- 
jority partner in а Japanese factory, Kobe 
Steel. Despite the present memory-chip 
downturn, Micron’s finances аге healthy. 
But Kobe, deep in debt, needs new capital to 
survive, and is now leaving the memory- 
chip business. Ten years ago, such a tum of 
events would have been unimaginable. To- 
day, itlookslikethe start of a trend. 
——— АИЙ. 





China's chip making ( 
A giant sucking 
sound 


SHANGHAI 


OSHIO OHTA is Japanese. But he also 

runs the largest semiconductor plant in 
China—a vast joint venture between his 
own employer, Japan's NEC, and a Chinese 
state-owned firm. So Mr Ohta has а fair idea 
which way the chip industry is heading in 
Asia. And, as diplomatic as he would like to 
be, yes, the Japanese, South Koreans and Tai- 
wanese should be nervous—because it is 
coming to mainland China. 

China is experiencing something ofa sil- 
icon rush, as foreigners and Chinese alike 
race to set up factories that make, assemble 
or design chips for computers, mobile 
phones and almost every other electronic 
device. In August Motorola said it would 
double its investment in a plant in the 
coastal city of Tianjin, to $1.9 billion—at the 
time, the largest-ever foreign 
investment in China. In Oc- 
tober rem said it would build 
a chip-packaging plant in 
Shanghai, and Intel has re- 
cently announced similar 
plans. Only oil refineries 
now come close to attracting 
theforeign money that semi- 
conductors do. 

The chip boom is break- 
ing not only records, but also 
taboos. Last month, two of 
the best-connected busi- 
nessmen in Greater China became partners 
and started building a $1.6 billion chip plant 
near Shanghai. One of them is Jiang Mian- 
heng, son of China's president. The other is 
Winston Wang, son of Wang Yung-ching, the 
most formidable industrial tycoon in Tai- 
wan. This odd couple have raised eyebrows. 
Taiwan is already nervous about manufac- 
turing of any kind migrating to the main- 
land. But when it comes to industries that 
use military technologies, the nervousness 
turns to paranoia. 

For many in the industry outside China, 
itis natural to suspect that the Chinese gov- 
emment is behind all this. After all, it was 
subsidies that once nursed Japanese and, 
later, South Korean and Taiwanese chip 
makers to global dominance. China's Com- 
munists are indeed happy to welcome high- 
tech industries, and local governments are to 
some extent competing—via tax breaks—to 
get the biggest share. Shanghai's leaders, ever 
eager to turn their estuary into China’s sili- 
con delta, have even sponsored an industrial 
park, hoping to incubate local talent. 

On closer examination, however, 
China’s chip boom isa response not so much 
to political will as to market forces. For a 





start, there is the pent-up demand for chips 
in China itself (forecast by industry associa- 
tions to grow by 20% annually for years to 
come). Take mobile phones. Today there are 
about 68m handsets in China. That should 
rise to 250m by 2004, says Scott Stevens, a di- 
rector of Motorola, making China the sec- 
ond-largest market in the world. Add to that 
the chips used in cars, smart toys and other 
appliances bought or made locally, and 
China’s potential becomes huge. 

But the bigger factor helping China lies 
on the supply side. The country has an abun- 
dance of a resource that is scarce elsewhere: 
good, cheap engineers (it takes 1,000 or so to 
run a big chip plant). China already pro- 
duces more engineers than Japan, but also 
(whisper it) better ones, since they come 
from a more competitive elite. These indus- 
trious types, moreover, still earn only be- 
tween a quarter and a third of the salaries of 
their Japanese or western colleagues. 

This has chip makers excited, especially 
as parts of China look good in other respects 
as well. Shanghai, for instance, also boasts 
abundant supplies of clean water (a crucial 
input) and a fairly stable 
electricity grid. Unlike Tai- 
wan, it does not straddle an 
earthquake fault. To the ex- 
tent that the industry has 
concerns, they are mostly 
about weak laws protecting, 
say, intellectual property, 
which could hurt small chip 
designers now setting up 
shop. But the industry, per- 
haps even more than the 
World Trade Organisation, 
has the lawmakers’ ears, so 
tighter laws may be on the way. 

The biggest risks may be political. Tai- 
wan is not alone in being worried about 
transferring sensitive technologies to the 
Chinese: so are America and Japan. Even so, 
this is not a big issue when it comes to basic 
chips. And for more sophisticated ones, it is 
possible, up to a point, to control the know- 
how that flows from a foreign investor to its 
local partner—both мес and Motorola, for 
instance, have put in place firewalls for this 
purpose. Short of Armageddon in the region, 
it would appear that China is destined to 
make chips for itself and, one day, the world. 





Family businesses 


Lear’s curse 


HEY are easily the commonest kind of 

corporate structure on the planet, and 
they show no signs of disappearing. 
Whether the company is Wal-Mart, Gucci, 
Cargill, Hyundai or most of Germany’s Mit- 
telstand and Latin America’s grupos, a fam- 
ily firm is different in important ways from a 
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Sell the business to Cordelia 


firm in which a family plays no significant 
part. Now, however, the need to raisecash, to 
master new technology and to go abroad is 
forcing some to think more about corporate 
governance and to make greater use of pro- 
fessional managers. 

Lots of business schools in North Amer- 
ica and Europe already run special pro- 
grammes for wealthy young scions of cor- 
porate families who want to know how to 
take over the reins from Grandpa. Sir Adrian 
Cadbury, author of a British report on cor- 
porate governance, has just written a guide 
to the proper way to run a family firm*. He 
should know: as chairman of the confec- 
tionery firm founded by his grandfather, he 
took the family business public and merged 
it with Schweppes. (His brother, Sir Dominic, 
is chairman of The Economist Group.) 

When Sir Adrian toured the world to talk 
about his views on corporate governance, he 
constantly bumped into families wondering 
what to do with their business. “Crunch 
time," he says, “is when the patriarch hands 
over to the second generation. At that point, 
the failure rate is highest.” Kelin Gersick, 
who jointly runs a New Haven-based con- 
sultancy that specialises in family firms, 
thinks the transition from second generation 
to third can be almost as perilous. Owner- 
ship often passes from the founder's heirs— 
siblings who have grown up with the same 
family culture—to a looser network of cous- 
ins. This, says Mr Gersick, requires an “insti- 
tutionalised system of governance”. 

Given the trauma of passing on a busi- 
ness, it is not surprising that those who write 
about family firms choose titles such as 
“Succeeding Generations” for their works. 
They might as well have picked “King Lear”. 
David Storey of Warwick University’s busi- 
ness school describes the difficulty of per- 
suading a corporate patriarch to hand over 
the reins: “They are always twitchy about 
being pushed aside, and worried that their 
own level of income won't be guaranteed.” 

Often, businesses in such a situation call 
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in the help of outsiders, such as accountants, 
tohelp mediate between old and young. BDO 
Stoy Hayward, a British accountancy firm, 
specialises in this sort of work. Its leading ex- 
pert, Peter Leach, argues that the moment of 
truth is when such businesses suddenly real- 
ise that they are indeed a family firm. That 
tends to happen when a firm makes a big 
change, only to find that family members 
have harboured quite different expecta- 
tions. “A man in his late 40s came to me the 
other дау,” Mr Leach recalls. “Не had been 
working for his father for 25 years. The father 
retires at Christmas, and recently asked him 
'How much will you pay me for the busi- 
ness? The chap was furious. He could see no 
reason to give his father a cheque." 

The King Lear problem is often aggra- 
vated by the age of the founders and by the 
threat of inheritance tax. A survey of Ameri- 
can family businesses, by Arthur Andersen 
and MassMutual in 1997, found that many 
had been founded by Gis returning after the 
second world war. Not surprisingly, 35.5% ОЁ 
the 3,000 or so firms surveyed had a chief ex- 
ecutive aged over 60. An alarming 33% of 
those old bosses had not chosen a successor. 

Even if Dad steps down, there may still 
be problems, says Nigel Nicholson, who has 
just written a book (“Managing the Human 
Animal", published by Texere, London) on 
the way that raw human behaviour surfaces 
in corporate life. “The departing chief execu- 





Bra wars 


NEW YORK 


ULLEYS, airbags, advanced plastic 

moulds and silicone-filled inserts. The 
modern brassiére, with as many as 43com- 
ponents and a design as complicated as a 
suspension bridge, has long been a small 
miracle of engineering. Now it is trying to 
£o high-tech. 

Growth in the bra industry has sagged 
since the mid-1990s, when Wonderbra and 
Ultrabra went chest-to-chest in the cleav- 
age wars, and chains such as Knickerbox in 
Britain and Victoria's Secret in America 
moved lingerie out of the backrooms of de- 
partment stores. Since 1997 Britain's £600m 
($850m) bra market has grown by less than 
2% a year, according to Mintel, a research 
firm; the $4.6 billion American market has 
not done much better. 

One of the latest attempts to support 
the market is the Bioform, now the hottest- 
selling bra in Britain. It was developed by 
Seymour Powell, the consultants behind 
the world’s first cordless kettle. The Bio- 
form replaces underwiring with a soft 
moulded core of plastic around a rigid 
ring—a design originally meant for the Fris- 
bee. Also new to the market is the Ultimo, 
developed by a Scottish former model 





tive won't let go. He hangs around, looking 
over his successor’s shoulder, or wanders 
about looking for something to do." 

Family firms pride themselves on being 
different. Yet in some ways, the differences 
can be exaggerated. When, in 1998, Mr Storey 
compared 427 family and non-family firms, 
he found no evidence that either group per- 
formed better, on a wide array of criteria. But 
he found many differences in approach. For 
example, family businesses often saw a 
primary objective as providing jobs for rela- 
tives. That meant they sometimes missed 
profitable opportunities. 

In Europe some family firms go to the 
opposite extreme and ban family members 
from working for the firm. Sir Adrian Cad- 
bury thinks that is a mistake. But family 
members should have no special treatment: 
his cousin, Andrew Cadbury, recently re- 
tired after a career spent with the firm as 
sales manager in Exeter. 

Because so few family firms stick to the 
rule of no special treatment, they often have 
problems with non-family managers. Ludo 
Van der Heyden, who runs a programme on 
family firms at INSEAD, a business school, 
tells his students to build careers first outside 
their family business, so that they acquire 
credibility. And he says they would often do 
better to concentrate on being good owners 
than to struggle to manage a family firm. 

Maybe, but headhunters often wince 





working with a group of German scientists. 
Sewn into the cups of this bra, a big hit at 
Saks Fifth Avenue in New York, are sili- 
cone-gel pads that mimic breast tissue, a 
safer alternative to implants. 

Meanwhile, Wonderbra, owned by 
America's Sara Lee, is putting its parent's 
ample resources behind a "variable cleav- 
age" bra, equipped with pulleys to draw 
the breasts together. And Gossard, now 
also part of Sara Lee, will next spring 
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when family firms turn up in search of a 
hired boss. The first task, says Tony Couch- 
man of Egon Zehnder, is to discover who is 
really the client. One headhunter assumed it 
was the family chief executive, only to find 
that Granny was really pulling the strings. 

Indeed, managing the family's relation- 
ship with the firm can be as hard as manag- 
ing the business itself. There may be tensions 
between family and non-family sharehold- 
ers; but there may also be rifts between fam- 
ily members who do and don’t work in the 
business. The owner-managers may want to 
plough back as much money as possible; the 
family outside the business may want gener- 
ous dividends, especially if there is no ready 
market for their shares. 

Given these problems, one might won- 
der whether family firms are destined to die 
out. Certainly, many now need to find out- 
side money and managers tocope with tech- 
nological change and globalisation. But new 
family firms continue to appear. An INSEAD 
study, financed by snp Paribas, found no 
change in the proportion of family firms 
among the largest 120 companies on the Paris 
stock exchange between 1993 and 1998. In- 
deed, Mr Leach thinks that the burst of high- 
tech start-ups is creating a new wave of fam- 
ily businesses. “I see children employing 
parents,” he reports. King Lear never thought 
of that one. 
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launch the Airotic. Based on the principles 
of a car airbag—this could mean anything 
from “Бар containing air" to "explosive in- 
flation under violent deceleration"—it 
uses valves to provide lift. Plainly unsuit- 
able for pneurotics. 

The market for bras that enhance the 
female form has to contend with at least 
one natural development: unaugmented 
breasts are getting bigger by themselves, 
thanks to the pill and changes in diet. The 
average cup size in Britain has grown from 
34B to 36c over the past 30 years; half of all 
British women are now a p cup or bigger, 
which may explain why two-thirds of 
them complain that their bras do not fit 
properly. Smarter designers have spotted 
thisuntapped potential. Richard Seymour, 
the Bioform's developer, says his product, 
which starts at size 34C, is aimed specifi- 
cally at big women who find normal, un- 
derwired bras painful. 

These innovators hope to see faster 
growth in the market. Others might regard 
it as a mixed blessing. Surging sales of bras 
are claimed to be an indicator of economic 
downturn: women cut back on big pur- 
chases in a recession, and buy new under- 
wear to cheer themselves up. The Fed’s 
chairman, Alan Greenspan, a great one for 
a shapely statistic, had better keep an eye 
out for a bounce in bra sales. 
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The man who would be Jack 


General Electric is more country than company, and its boss, Jack Welch, is a legend. So his 
replacement, Jeffrey Immelt, is, if nothing else, brave 


HE polls are closed, the ballots counted. It 

has been a long contest for the most pow- 
erful job going, a tight race run as much on 
matters of character and political acumen as 
on the issues. Now there is a winner, although 
he takes the reins under a cloud. His predeces- 
sor enjoyed a period of unprecedented econ- 
omicexpansion, but that glorious run could be 
coming to an end, making a tough job even 
tougher. For all his qualifications, including an 
Ivy League degree, the new man still has to 
convince the world that he is up to the job. And 
what was supposed to bea seamless transition 
has been complicated by an unexpected delay. 

That sums up the dilemma for Jeffrey Im- 
melt. If there is a corporate equivalent to the 
American presidency, it is the post he has just 
been named to, chairman and chief executive 
of General Electric (cr). Every couple of de- 
cades,a new man (no women so far) gets the job in a ritual involv- 
ing beauty-pageant-like board evaluations of at least three candi- 
dates. On November 27th Mr Immelt won the latest contest, 
defeating two other respected Ge division heads. He will take over 
from Jack Welch at the end of next year. 

This is no job for mere mortals. GE is the world's most valuable 
and most respected company. Its boss is, almost by definition, the 
model executive, whose every move is studied by management 
scholars and dissected in the press. Mr Welch raised the stakes by 
reinventing his conglomerate, turning an industrial hotch-potch 
into a glittering growth stock: during his 19-year reign, Ge’s share 
price has risen 62-fold. Along the way he stamped his character on 
GE, from his fiery and confrontational nature to his obsession with 
being number one or number twoin every business the company 
is in. Mr Welch has earned the management limelight more than 
his predecessors did. 

At first glance, Mr Immelt appears to be a Welch clone. Like Mr 
Welch, he is taking over at the age of 45, which allows a 20-year run 
before retirement (the other candidates were older and thus 
would have had shorter terms). Also like Mr Welch, he spent his 
formative corporate years in GE's plastics division. The two men 
share a passion for such management dogma as work-outs and 
the shift from products to services. Both are Ge lifers; they even 
wore identical dark-blue jackets and light-blue shirts at this 
week's press conference—a coincidence, they insisted. 

But dig deeper and some slight 
differences start to appear. Mr Im- 
melt may be cut from Welchian 
cloth, but it is of a softer variety. 
Where Mr Welch is a confronta- 
tional terrier, Mr Immelt is a bear of 
a man known for his teasing good 
humour. Indeed, meet him at his 





Mr immelt is a talented leader. But that is no 
guarantee of success. Mr Welch has set high 
standards, one of which is not simply sticking 
to the path that works. When he took over in 
1981, GE was, as it is now, America's most ad- 
mired firm. He nevertheless ripped it up, clos- 
ing dozens of operations, laying off more than 
100,000 workers, and earning the nickname 
Neutron Jack. Come the next economic slow- 
down, he was vindicated: Ge, in fit trim, 
powered through it. “Our advantages are 
ever clearer in downturns,” he says. 

To make such a mark, Mr Immelt will 
have to depart from his predecessor's script. 
He has been a loyal champion of two Wel- 
chian drives—"six-sigma quality control” (Mr 
Immelt’s medical division led the way with a 
machine designed from scratch on six-sigma 
principles) and e-business; and he will prob- 
ably push these throughout Ge. But he will also have to start revo- 
lutions of his own. Loox for "softer" changes— for more non- 
Americans, more women and fewer suits at the top of GE. 

First, though, he must survive. In recent months, there has 
been a rash of failed successions at blue-chip firms, from Coca- 
Cola to Gillette. With shareholders agitating as never before, it is 
getting harder for newcomers to follow a success. Ge’s history 
bodes well: Mr Immelt will be only Ge’s ninth boss in 122 years, 
which suggests extraordinary loyalty. And as a creature of the GE 
system (his father was a GE man, too), he is fluent in its culture of 
obsessive pursuit of profits, internal confrontation and ruthless 
willingness to vacate the markets it cannot conquer. No indoctri- 
nation will be necessary, and he is likely to find few surprises. Nor 
does Ge require a lot of day-to-day operational managing from its 
boss: its division heads, most of whom control a business the size 
of a Fortune 500 company, have broad autonomy. 


A hostage to Jack’s swansong 


The biggest problem is that the top job has changed in the year 
since Mr Immelt was first considered for it. Last month, Mr Welch 
agreed to pay $43 billion for Honeywell, an aerospace and indus- 
trial-equipment group, and—at the Honeywell board’s request— 
agreed to stay on until the end of 2001, nine months longer than 
planned. This means that Mr Immelt will spend a whole year after 
his appointment as a king-in-waiting, which will make it hard for 
him to start putting his own stamp 
on the company. 

Honeywell, Ge’s biggest merger 
by far, will also be especially tricky 
to integrate into Ge’s culture; and its 
businesses are two that Mr Immelt 
does not know well. In his final year, 
Mr Welch will focus on these chal- 





Milwaukee office and the man Mr 
Immelt most closely resembles is 
Bill Clinton: casual, clever, intimate 
and physically imposing in a 
slightly podgy sort of way. 

After such an exhaustive selec- 
tion process, it is safe to assume that 





lenges, with Mr Immelt no doubt 
learning at his side. Being an appren- 
tice for another year might not have 
been quite what Mr Immelt had bar- 
gained for. But the idea of handling 
the Honeywell deal by himself may 
well have seemed even worse. 





For Sale 


A train set in the world’s 
greatest scenic landscape. 





Tranz Rail Limited, a NASDAQ listed rail company, 
seeks expressions of interest for the purchase of its long distance 
passenger operations known as ‘Tranz Scenic’. 


The business covers seven uniquely scenic routes, including the 
world-renowned TranzAlpine journey across New Zealand's 
breathtaking Southern Alps. Current annual revenues are NZ$23m. 


This represents a unique opportunity to capitalise on projected 
New Zealand tourism industry growth through investment in this 
iconic tourist operation. 


Expressions of interest close on 15 December 2000. 


Please contact Mr Ken James, Tranz Rail Limited, Wellington, 
New Zealand, Tel: 64 4 498 3000. email: kjamesGtranzrail.co.nz. 


- MIT, 
Tranz Rail / 5 
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LEARN GLOBALLY. STUDY LOCALLY. 


THE GLOBAL MASTER OF ARTS PROGRAM (GMAP) 


Are you an experienced interna- 
tional affairs professional who wants 


to further your education — without 
taking a year off to do so? Then 
consider the GMAP offered by The 
Fletcher School at Tufts University. 
This one-of-a-kind, one-year masters 
program in international relations 
combines three (3) two-week resi- 
dency sessions with 31 weeks of 
mediated Web-based learning. 


As a GMAP student, you can continue 
to perform your professional duties 
while you pursue your education. 
You'll work closely with our highly 
respected faculty and receive a top 
quality Fletcher education. Plus, 
you'll become part of our active and 
influential international community. 
Classes start in late July 2001. 
Contact us today to learn more 
about this challenging program. 


THE GMAP INTERNATIONAL CURRICULUM INCLUDES: 
Crisis Management & Analysis • Finance 
International Economic & Business Law 
Leadership & Management • Negotiations 
Technology Policy • Trade Economics & Political Economy 
Transnational Social Issues 


TEL: 617-627-2429 WEB: www.fletcher.tufts.edu 
E-MAIL: fletcher-gmap@tufts.edu 





THE CFA' CHARTER IS THE MOST HIGHLY REGARDED 
PROFESSIONAL DESIGNATION 


IN THE INDUSTRY.” 


— |. Rossa O'Reilly, CFA 


Around the world, investment professionals and investors alike recognize the value 


of the Chartered Financial Analyst " (СЕА?) designation, When you choose а CFA 


charterholder to manage your investment portfolio, you're choosing 


someone who has demonstrated mastery of the industry's most 


rigorous program of study. And through their membership in the 


Association for Investment Management and Research" (AIMR), 


charterholders have access to a wealth of knowledge that helps them 


keep pace with the latest industry developments and make better informed invest- 


ment decisions. Whether you're looking to invest for yourself or on behalf of your 


organization, choose an investment professional who has earned the globally recog- 


nized standard of excellence. Choose a CFA charterholder. 


Hong Kong: (852) 2868-2700 • USA: 800-247-8132 or 804-951-5499 e www.aimr.org 


SETTING A HIGHER STANDARD FOR INVESTMENT PROFESSIONALS WORLDWIDE" 
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Can the Kiwi economy fly? 


WELLINGTON 


Recent claims that New Zealand's economic experiment has failed, and that it 
therefore needs to change course, do not stand up 


EW ZEALAND, a small, far-off country 

of which most people know little, has 
attracted disproportionate interest from 
economists over the past two decades. It was 
once one of the most protected and regu- 
lated economies in the developed world. But 
in the1980s and early 19908 it became the lib- 
eralisers’ darling, as it pursued market re- 
forms more dramatically than any other 
economy—including Margaret Thatcher's 
Britain. New Zealand was hailed with prom- 
ises that it would change from “the Poland of 
the Pacific” into another Hong Kong. 

Yet today, 16 years after the reforms be- 
gan in 1984, the economic rewards seem dis- 
appointing. Several recent articles have gone 
so far as to conclude that the reforms were 
misconceived. For instance, John Kay, a Brit- 
ish economist, argued in the Financial 
Times that "the New Zealand experiment 
has failed" and that “liberalisation has left it 
poorer than before". 

. On the surface, the justification for such 
claims is strong. Since 1984, the growth in 
New Zealand's сюр per head has been the 
slowest in the developed world (see chart 1). 
And, even more embarrassingly, the coun- 
try's nearest neighbour, Australia, which for 
years was lambasted by commentators (in- 
cluding The Economist) for not pursuing re- 
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form with the same vigour as New Zealand, 
has actually experienced much faster econ- 
omic growth over the past decade. 

Most New Zealanders accept that some 
reform was necessary, but many feel that it 
went too far and too fast; and some think 
that the social cost, notably through in- 
creased inequality, has exceeded any mod- 
est economic gains. Indeed, since last De- 
cember, a Labour-led coalition government 
has started to reverse some of the previous 
reforms. Trade unions have been given more 
power in wage negotiations; the top rate of 
income tax has been raised from 33% to 3996; 
workplace accident insurance has been re- 
nationalised; further privatisation has been 























ruledout; and the government | onid 


In practice, the government's ı newi 
sures only modestly reverse the reforms 
the previous decade and a half. But the 
have created the perception thatthe govern 
ment is anti-business. Business confidenc 
has plunged on fears that the governmen 
plans todo more to undo the reforms. Con- 
sumer confidence has also dived, and GDP 
fellin the second quarter of this year. 


Whocalled Roger? 
Yet the current gloom needs to be compare 
with the conditions thatled to the reform 
the first place. In the 19505, when it func 
tioned largely as Britain's larder, New Zea 
land was the world's third-richest country. 
By the mid-19805, it had dropped to атон 
2oth; and its срр per head had fallen fror 
20% above the ogcp average toone-thit 

low. The country suffered two severe blows 
in the 1970s. Not only did oil prices soar, bu 
Britain’s.entry into the European Comm 
nity meant that New Zealand lost its pr 
erential access for farm produce into 
British market (then 35% of its exports, now 
6%). The government of Robert Muldoon ге- 
sponded with massive fiscal expansion, in- 
cluding big subsidies for industry and farm 
ing, апа: heavy public investment in. 
industrial projects. As inflation soared, the 
government froze wages, prices and rents. 

By 1984 New Zealand's economy was o 
af unsustainable course, with enormous. 
budget and current-account deficits (8% an 
9% of aor, respectively) and mounting infla: 
tionary pressures that were masked by price 
controls. It was also the most distorted econ: 
omy inthe oecp. Almost allits prices, which 
in market economies are supposed to send 
signals to firms and individuals, were con 
trolled, and high trade barriers shielded inef- 
ficient producers from competition. 

Enter Roger Douglas, finance minister 
the Labour government after 1984. “Roger 
nomics” consisted. of both microeconomic 
réform and macroeconomic. stabilisation. 
The exchange rate was floated, foreign-e: 
change controls were scrapped and finan- 
cial markets were deregulated. Trade tariffs 
were slashed and import licences abolished. 
The top marginal rate of income tax was с 
in half, to 33%. Subsidies to farming and 
manufacturing were eliminated, and many: 
government activities, which then spread 
farand wide, were privatised. 

Although Mr Douglas subsequently fel 1 
out of favour with his party and lost his job: 
ir: 1988, the National Party government that 
tcok office in 1990 continued. with the fê 
forms he had begun. Their most important’. 
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of 1991, which decentralised wage bargain- 
ing, putting contracts on an individual basis 
between the worker and employer. 

At the same time the framework for 
macroeconomic policy was radically re- 
formed. In 1989 the Reserve Bank won full 
independence to set monetary policy, with 
гап explicit inflation target. This model has 
` been widely adopted elsewhere, as has the 
Fiscal Responsibility Act, which helps toim- 
pose budgetary discipline by making policy 
more transparent and making governments 
take more account of the future implications 
of today’s policies. After twodecades of dou- 
ble-digit price rises, New Zealand's inflation 
rate has averaged just under 2% over the past 
decade. The government has run a budget 
surplus since 1994, reducing its ratio of net 
public debt to Gpr from 50% to 20%. 

A few myths about these reforms should 
be laid to rest. Although they were radical in 
their speed, their extent can be exaggerated. 
New Zealand is often portrayed as undergo- 
ing a decade and a half of non-stop change. 
In fact reform occurred in two brief waves: 
“Rogernomics”, under the Labour govern- 
ment of 1984-87, and “Ruthanasia”, under 
the National government's finance minister, 
. Ruth Richardson, in 1990-91. In both cases, 
after an initial spurt, reforms stalled during 
:theirgovernments' second terms of office. 

^: The reforms also appeared more radical 
because the economy was so tightly. regu- 
lated to begin with. New Zealand required 
„much more extensive restructuring in 1984 
than did other developed economies, such 
as Britain's in 1979. British politicians and 
civil servants used to visit. New Zealand to 
веек tips оп economic reform, yet the coun- 
^; try remains more regulated in several ways 
than Britain,letalone the United States. Take, 
for instance, agricultural producer boards, 
which act as monopoly sellers of produce in 
г foreign markets—at a high cost to the econ- 
omy. With no competition, the dairy board, 
which accounts for one-fifth of exports, has 
little incentive to innovate and shift to higher 
value products. 

Another myth is that. New Zealand’s 
-welfare state was largely dismantled. In the 
early 1990s, benefits were cut and stricter eli- 
- gibility rules introduced. But government 
Spending still accounts for more than 40% of 
cpp, higher than the оєср average and well 
above Australia’s 32% (see chart 2). By inter- 
national standards, New Zealanders still en- 
joy generous state pensions. Even today, 
New Zealand is hardly a test-case of the 
` economic benefits of small government. 


Thescorecard. . 

-Judged by average growth since the reforms 
began, they might appear to have failed. 
Sirice 1984 сюр per head has grown by an av- 
erage of only 0.9% a year; even slower than 
the 1.5% average in 1971-84. But it is unfair to 
judge the reforms over the whole period 
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measure was the Employment Contracts Act 

















since 1984. One of the biggest reforms, la- 
bour-market deregulation, did not occur 
until 1991. The urgent need to reduce infla- 
tion and government borrowing also de- 
pressed growth during the early years. 

Between 1984 and 1991, the economy 
broadly stagnated. But since 1992, Gpr has 
grown by an average of 3% a year and GDP 
per head by 2.2%—slightly above the oreco 
average (see chart 3). The orco reckons that 
New Zealand's potential growth rate has 
risen to 2.5% a year, compared with about 
1.5% before the reforms. New Zealand's in- 
come per head has stopped falling relative to 
other economies, after doing so continu- 
ously since 1950. Unemployment, now 6% of 
the labour force, is roughly the same as in 
1983, but over the past decade New Zealand 
has seen one of the fastest rates of growth in 
employment of all ogcp countries. 

To make a proper assessment of the re- 
forms one needs to consider what would 
have happened had New Zealand stuck 
with its previous policies. And the truth is 
that those policies were unsustainable. Un- 
derlying problems were hidden by subsi- 
dies, protection and price controls, but pub- 
lic-sector debt and inflationary pressures 
were exploding. Eventually they would have 
had to be corrected—and the longer the de- 
lay the more painful the adjustment would 
have been. 

Critics point out that New Zealand's la- 
bour-productivity growth has actually 
slowed since its reforms began. That is true, 
but it partly reflects a big increase in hiring 
after the 1991 labour-market deregulation, 
which. reduced labour costs for lower- 
skilled workers. In any case, a better gauge of 
productivity performance is total factor pro- 
ductivity (тєр), which measures the overall 
efficiency with which inputs of both labour 














and capital are used. And the most compre- 


hensive study* of this finds that, if rr» is 
measured on a comparable basis to that in 
Australia (ie, excluding certain hard-to-mea- 
sure sectors), ТЕР growth in New Zealand 
spurted in the 1990s, broadly matching pro- 
ductivity growth in Australia. 

Moreover, official Gp» figures almost 
certainly understate recent gains in New 
Zealand, because they fail to take full ac- 
count of improvements in the quality of 
products, which have been much bigger 
than elsewhere. Since opening up to foreign 
competition, New Zealand has enjoyed 
huge gains in the quality of goods and ser- 
vices, along with a vast increase in consumer 
choice. Restaurants, telephone services and 
air travel have all improved out of recogni- 
tion. The scrapping of import controls has 
given New Zealanders access to foreign (and 
typically better-quality) goods that once 
they could only dream of. There used to be 
only two sorts of refrigerator on sale, made 
by the same manufacturer and to the same 
specifications. If you wanted a foreign car, 
you faced a long waiting-list. New Zealand- 
erseven had toget foreign-exchange-control 
approval to subscribe to The Economist. 


Inflated expectations 


It is nonsense, therefore, to argue that the re- 
forms have failed and that New Zealand is 
worse off than it would have been had they 
never happened. Doing nothing was not an 
option. And growth in output and total fac- 
tor productivity have increased, not fallen. 

Nevertheless, it is true that the rewards 
of the country’s reforms have failed to live up 
to their promises. The OECD, in its latest 
economic report on New Zealand, forecasts 
average annual growth of 3% over the period 
2000-06. But because of rapid population 
growth, that would imply nosignificant nar- 
rowing of the large gap between New Zea- 
land's income per head and the average for 
all developed countries. 

One lesson is that initial expectations 
from the reforms may have been too high. 
Indeed, international hubris about the Kiwi 
experiment may have.exacerbated a finan- 
cial bubblein the 1980s that left the economy 
horribly vulnerable when global stockmark- 
ets crashed in 1987. There is a parallel here 
with Thatcherism in Britain, whose effects 
have also been more modest than many had 
hoped, and which also was associated with 
a financial and asset-price bubble. Britain, 
like New Zealand, has halted its relative de- 
cline, but it has not experienced the econ- 
omic miracle that some were looking for. 

With hindsight, it takes along time for an 
economy to change. One reason is that the 
economic pay-off does not flow direct from 
the reforms themselves, but rather from 
companies that take advantage of the new 


*"Measuring New Zealand's Productivity" by Erwin Diew- 
ert and Denís Lawrence. Treasury working paper 99/5. 
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opportunities they offer. And after decades 
of protection and state coddling, it is bound 
to take time for managers to learn new rules. 
This is one reason why comparisons be- 
tween New Zealand and Australia may be 
unfair. New Zealand started off far more reg- 
ulated and protected than Australia. 

Nevertheless, New Zealand's reformers 
made some serious blunders, which must 
carry some of the blame for the economy’s 
performance. The biggest mistake may have 
been that the reforms were done in the 
wrong order. The exchange rate and finan- 
cial markets were set free before the budget 
deficit and inflation had been brought under 
control, and before product and labour mar- 
kets had been deregulated. 

The failure to eliminate the govern- 
ment's enormous budget deficit early meant 
that interest rates had to be pushed even 
higher in the late 1980s to hold down infla- 
tion. With capital controls removed, foreign 
money flooded in, resulting in a massive 
appreciation of the exchange rate. This 
savaged many industries that might 
otherwise have benefited from the 
reforms, and it also discouraged in- 
vestment in new industries. In- 
creased competition certainly drove 
out inefficient producers, but few 
new industries sprang up to take 
their place. Worse, because the la- 
bour market was not yet deregu- 
lated and wages, set by a national 
system, continued to rise rapidly, 
unemployment soared, deepen- 
ing the recession of the late 1980s 
and early 1990s. 

With better sequencing of the 
reforms, the costs of adjustment 
could have been smaller. As it was, the 
overvalued exchange rate during the 
1980s and much of the 1990s largely ex- 
plains New Zealand’s poor export perfor- 
mance. Since the early 1980s New Zealand's 
volume of exports has grown at only half the 
pace of Australia's. 

Many economists (especially in Austra- 
lia) reckon that another serious policy error 
was made by New Zealand's Reserve Bank 
during the Asian crisis. In 1997 the bank 
adopted a “monetary conditions index" that 
combined interest rates and the exchange 
rate into a single measure of monetary tight- 
ness. As the New Zealand dollar fell in re- 
sponse to the problems in Asia (the destina- 
tion for one-third of New Zealand's exports), 
this forced the bank to raise interest rates 
sharply. Yet this happened at the very mo- 
ment when demand was being squeezed by 
the slump in exports to Asia. In contrast, the 
Australian Reserve Bank left interest rates 
unchanged even though its currency also 
sank. Unlike Australia, New Zealand dipped 
into recession in 1998. 

The extent to which monetary policy 
was to blame for New Zealand's recession is 
debatable, however. After all, during the 


Asian crisis, New Zealand’s farmers were 
also hit by two successive years of drought. 
Nevertheless, the argument suggests that it is 
as important to get macroeconomic policy 
right as to introduce microeconomic liberal- 
isation: indeed, if the first is wrong, it can di- 
lute any beneficial effects of the second. 

A third explanation of why the growth 
dividend from the reforms has disappointed 
is that New Zealand suffers such huge inher- 
ent disadvantages. In theory, free trade and 
deregulation should boost growth by en- 
couraging a shift of resources to industries in 
which the country has a comparative ad- 
vantage. The snag is that New Zealand's 
main comparative advantage lies in agricul- 
tural produce (two-thirds of total exports), 
and trade barriers in global markets prevent 
New Zealand from fully benefiting from it. 

New Zealand’s small population and 









geographic isolation from large markets also 
limit its scope for exploiting economies of 
scale. As “the last bus stop on the planet”, 
New Zealand is at a disadvantage compared 
with other small economies such as Ireland 
or Finland. A circle with a radius of 2,200 ki- 
lometres centred оп Wellington encom- 
passes only 3.8m people and a lot of seagulls. 
A circle of the same size centred on Helsinki 
would capture well over 300m people. Even 
if New Zealand had the best economic poli- 
cies in the world, its isolation would proba- 
bly still constrain its growth rate. 


Unfinished business 

To the extent that the mis-sequencing of re- 
form and New Zealand’s inherent disad- 
vantages may have reduced the growth divi- 
dend so far, the country’s relatively 
disappointing performance should not be 
seen as a verdict on free-market economics. 


NEW ZEALAND'S ECONOMY 


It does not, in short, prove that the model is 
wrong. But other changes may be needed to 
improve New Zealand's performance. 
Michael Cullen, Labour's finance minis- 
ter, accepts that the reform programme was 
necessary to open up the economy to com- 
petition. But he says it was not enough by it- 
self. He favours a more active industrial pol- 
icy to promote growth, along with 
government measures to address structural 
problems, such as education standards 
(New Zealand performs badly in interna- 
tional tests) and low saving. Thanks to inad- 
equate saving, New Zealand still has an 
alarmingly big current-account deficit (al- 
most 7% of Gpr in 1999), which leaves it vul- 
nerable to the whims of foreign investors. 
The country's net foreign liabilities amount 
to a horrendous 90% of Gp». To reduce the 
deficit New Zealand needs to boost private 
savings or run a bigger budget surplus. In- 
stead, the budget surplus has fallen. 
If Mr Cullen is really worried about 
skill levels and saving, he should pay 
more heed to the latest reports on 
New Zealand from the mmr and the 
OECD, both published during the 
=~. past month. The rwr warns that 
the recentincrease in top tax rates 
could accelerate New Zealand’s 
brain drain and further reduce the 
incentive to save. It also frets that 
there is a risk that new labour 
laws and increased regulation 
could reduce flexibility of labour 
and product markets. The OECD 
also reckons that recent policy 
has moved in the wrong direction, 
making New Zealand a less attrac- 
tive place in which to invest. 
The current gloom about the 
“New Zealand experiment" is, however, 
overdone. The reforms could have been 
better managed, with better results, but the 
economy would today be in a worse state 
had the reforms never taken place. It is 
alarming, therefore, that the government be- 
lieves that some reforms need to be reversed. 
If anything, New Zealand should do the re- 
verse: press on with reform, as most other 
economies around the world are now doing. 
New Zealand's smallness and remote- 
ness mattered less when it produced mainly 
for the British market and when people had 
less choice about where to work and invest. 
But in today's more integrated world it is a 
serious handicap. As the OECD points out in 
its report, to offset its natural disadvantages, 
New Zealand needs to have better economic 
policies than other countries, if it is to be an 
attractive location for investment and for 
skilled workers to live. As other countries, 
notably in continental Europe, continue to 
liberalise their own economies, New Zea- 
land's policies are no longer so exceptional. 
By reversing its reforms now New Zealand 
could snatch defeat from the jaws of victory. 
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Rainy—day blues 


Households in most rich economies are saving a declining slice of their 


income. Does this matter? 


qu growth in America's third-quarter 
Gpr was revised downwards this week 
to an annual rate of 2.4%, a sharp fall from 
the 5% growth recorded in the first half of the 
year. Yet American consumers continue to 
spend furiously. In the third quarter, and 
maybe in the fourth, their spending will 
have exceeded their income for the first time 
since the 1930s. In other words, they had a 
negative saving rate. Nobody is storing up for 
a rainy day. In the early 1990s, American 
households were saving around 9% of their 
disposable income. 

That Americans now prefer consuming 
to saving is a familiar story. Less widely ap- 
preciated is the fact that saving is also going 
out of fashion in many other developed 
economies. Germany's personal-saving rate 
has fallen by half, to some 8% over the past 
decade; Canada's has plunged from 12% to 
195; and Italy's from 19% to 13%. The main ex- 
ception is Japan, where households still save 
12% of their income, exactly the same as they 
did in 1990. 

Some of the decline in saving around the 
world reflects liberalisation of financial 
markets over the past two decades. This has 
made it easier for people to borrow and so 
reduced their need to save in order to make 
big purchases. A lower saving rate is not nec- 
essarily, therefore, a bad thing. But there are 
tworeasons why low saving might be a cause 
for concern: if consumers become finan- 
cially overstretched, and if low saving con- 
strains investment. 

Some economists argue that the official 
figures understate the true level of saving. 
Household saving is measured in the na- 
tional accounts as the gap between personal 
disposable income and expenditure. It ig- 
noreschangesin the valueof financial assets, 
such as shares. Yet, from an individual's 
pointof view, an increase in financial wealth 
thanks to rising share prices means that less 
needs to be saved out of current income to 
build upa desired nest-egg. 

A recent paper by Richard Peach and 
Charles Steindel, two economists at the New 
York Fed, calculates that if realised capital 
£ains were added to personal disposable in- 
come, the saving rate in 1999 would have 


been over 9%, not 2%. And, instead of plung- 
ing during the 1990s, the rate would have 
fallen only a little. If unrealised capital gains 
were also included, then saving would actu- 
ally have increased over the decade. 

The two Fed economists also reckon that 
worries about consumer borrowing are 
overdone. Although household debt has in- 
creased relative to disposable income, it has 
fallen in relation to household assets. They 
conclude that American consumers are not 
financially overstretched. 

Moreover, consumers are only part of 
the picture. At the same time that households 
have been on a spending spree, the Ameri- 
can government has become more prudent, 
moving from a budget deficit of 5% of GDP in 
the early 1990s to an estimated surplus of 2% 
of cpr this year. 

Adding up all its components, America’s 
total domestic saving (by households, firms 
and the government) actually rose slightly as 
ashare of Gpp in the 1990s. This paints a more 
reassuring picture of America’s financial 
health. Private borrowing has been substi- 
tuted for public borrowing, but overall sav- 
ing has held up. 


Asaving disgrace 

Tomany, however, this view seems toocom- 
placent. Ed McKelvey, an economist at 
Goldman Sachs, points out that the histori- 
cally flat personal saving rate (once realised 
capital gains are included) means that 
households are, in essence, treating such 
gains as a perfect substitute for disposable 
income. Yet capital gains are much more vo- 
latile than wages, and cannot be guaranteed 
in future. If share prices plunge, a low per- 
sonal saving rate provides less of a cushion 
thana high one. 

Nor does the fact that overall domestic 
saving has risen mean that we can all sleep 
soundly. The problem is that investment by 
American firms has risen by even more than 
domestic saving, leaving a large gap to be 
filled by foreign capital. America’s infamous 
current-account deficit (the gap between do- 
mestic saving and investment) has widened 
toa record level of around 4.5% of Gpr. This is 
the best evidence that America is living be- 


Euro area: 
as % of GDP 


private-sector LN 
net saving* 





yond its means. So far, capital has been eas- 
ily lured to the United States by its firms’ high 
profitability. But as America's economy (and 
so its corporate-profit growth) slows, that 
money could dry up. 

As well as America's external current ac- 
count, the mr has focused on yet another 
measure of net saving: the private-sector fi- 
nancial deficit. This is the difference between 
the saving of households and firms, and 
their investment. Over the four decades to 
1996, net private saving was consistently 
positive—ie, the saving by American house- 
holds was more than adequate to meet the 
financial needs of business. But America’s 
private sector now has a net financial deficit 
of almost 7% of GDP. 

In the euro area, too, the net financial po- 
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sition of the private sector has deteriorated 
sharply. But there is a striking difference be- 
tween Europe and America: in the euro area, 
the private sector is still in rough balance. 
This is partly because rising share prices 
have less impact on households’ wealth— 
and hence on their borrowing—in Europe. 
Indeed, a report by Dresdner Kleinwort Ben- 
son finds that the euro area displays an ex- 
traordinary degree of balance at present: all 
three sectors—the government, the private 
sector and the current account—are in broad 
financial balance (see chart on previous 
page). This suggests that Europe's expansion 
is better balanced and therefore more sus- 
tainable than America's. 

History argues that the unusually large 
financial deficit of America's private sector 
should be a cause for concern. Booming asset 
prices caused net private saving to plummet 
in Britain, Japan and Sweden in the late 
1980s. Just as in America today, it was argued 
that this did not matter, because all three 
governments had moved into budget sur- 


plus. It was also pointed out that if capital 
gains on property and shares were included, 
personal saving rates looked more stable. But 
when markets went sharply into reverse, 
private saving rebounded as households 
were forced to correct their previous over- 
borrowing. And this pushed the three econ- 
omies into recession. 

Most economists and policymakers still 
expect that America’s high-flying economy 
will have a soft landing. But a gentle slow- 
down will not do much to reduce the econ- 
omy's financial imbalances. If growth slows 
to around 3% over the next couple of years 
(down from an average of 4.5% over the past 
four years), as consensus forecasts suggest, 
that might be enough to keep inflation in 
check. But the current-account and private- 
sector deficits would remain at alarming lev- 
els. This, in turn, implies that the debt burden 
for households and firms, and America’s net 
foreign debt, will continue to mount. A case 
of soft tomorrow, hard the day after? 

e = n. 





Lazard 


Sorted? 


PARIS 


ICHEL DAVID-WEILL, patriarch and 

senior partner of the Lazard banking 
and investment group, has cleverly seen off 
an unwelcome interloper in his group’s intri- 
cate structure. The interloper was Vincent 
Bolloré, a French investor who last year 
bought а 31% stake in Rue Impériale de Lyon, 
oneof several holding companies surround- 
ing Lazard (see chart on page 127). This week 
Mr Bolloré pocketed а FFr1.9 billion ($250m) 
profit by selling his stake to Crédit Agricole, a 
mutual bank that pledged future co-opera- 
tion with Lazard. 

What the pledge will mean in practice is 
unclear, although there is talk of joint ven- 
tures in private equity and asset manage- 
ment. But the main thing for Mr David-Weill 
is that he has neutralised a possible threat to 





Opening the doors 


OU could be forgiven, when visiting 

Cazenove's City headquarters, for 
thinking that you had blundered into one 
of London's more exclusive hotels. No loud 
Essex girls at the reception here. Instead, 
two butlers stand behind a mahogany 
desk, ready to take your coat. The décor— 
lots of dark wood, soft furnishing and oil 
paintings—reeks of conservatism and tra- 
dition. It is an image that Cazenove's 122 
partners, in their pinstripes and braces 
(only four are women), like. Whatever else 
will change with the flotation of the City’s 
last great partnership, announced this 
week, the firm intends its Tokenhouse Yard 
office to stay the same. 

Cazenove has long been a by-word in 
the City for independence—and for Eng- 
lish public-school snootiness. Despite the 
"Big Bang" reforms of 1986 which let for- 
eigners (heavens!) buy British brokers, the 
177-year-old Cazenove has ploughed its 
own furrow. It spurned offers from Ameri- 
can houses eager to get their hands on its 
enviable client list—the then great J.P. Mor- 
gan is said to have offered more than £100m 
(now $150m) for the firm just before “Big 
Bang"—and it eschewed trading activities. 
Instead, it has concentrated on corporate 
broking, the business of managing the rela- 
tionship between a client and its share- 
holders, and it is now broker to half of Brit- 
ain's top 100 listed companies. 

Over the past four years, however, Ca- 
zenove has built up a more lucrative cor- 
porate-finance and mergers-and-acqui- 
sitions advisory practice. Indeed, so 
important has this become that David 





Mayhew, the firm's suave chairman-desig- 
nate, says that the value of the corporate- 
broking work now lies in the access that it 
gives to clients for these other businesses. 
The firm’s third line of work is looking after 
rich people’s money: it has £13 billion un- 
der management. 

Mr Mayhew and his fellow partners 
insist that changing the firm’s ownership is 
not a signal that Cazenove wishes to cash 
in its chips by selling out. The firm intends 
to remain a niche player, he says, working 
alongside rather than competing with the 
American “bulge bracket” powerhouses 
such as Goldman Sachs and Morgan Stan- 
ley Dean Witter. But there are challenges 
that make incorporation (and the listing 
that is due to follow within two years) im- 
perative. First, while claiming that staff re- 
tention is better than at its rivals, Cazenove 
wants a currency to pay its staff that is 
more immediately alluring than the pros- 
pect of a partnership after a decade and a 
half of service. Moreover, many new part- 
ners find the concept of unlimited liability 
unsettling. 

Unlike Goldman Sachs, which floated 
last year, Cazenove does not need a lot of 
capital for cash-hungry trading busi- 
nesses. But it still takes on some market 
risk, for which it needs some capital. And 
the firm also wants to expand its product 
and geographic reach. Curiously, it has of- 
fices in Kuala Lumpur and Bangkok, but 
not yet in Frankfurt or Paris. 

Cazenove intends to raise around 
£150m—10% of a putative valuation of £1.5 
billion—in a private placement, and it will 





have to sell at least 25% when it lists on the 
London Stock Exchange. Although the firm 
plans to keep a majority of the shares in the 
hands of employees, it is bound to lose 
something in the process, if only its mys- 
tique. Those doors in Tokenhouse Yard will 
have to open up a bit more—to the press 
and to inevitable tittle-tattle about poten- 
tial suitors. But the firm's partners can con- 
sole themselves with their profits: unless 
the market falls sharply, they can expect to 
make over £12m apiece from the flotation. 
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; hisempire. And this is not the first time in re- 
“cent years that Mr David-Weill has rear- 
ranged Lazard’s structure. In June 1999, he 
brought together the ownership of Lazard 
Fréres in Paris and New York with that of La- 
zard Brothers in London, under a single La- 
zard umbrella. That was a prelude to buying 
out, a few weeks later, the stake in Lazard 
held by Pearson, a media group that owns 


World Bank 


30% of The Economist. 

Nor was Mr Bolloré the only po- 
tential nuisance that Mr David- 
Weill managed to silence this week. 
When Mr Bolloré bought into Rue 
Impériale, it was because the shares 
were trading at a big discount to 
their asset value. Other arbitrageurs 
noticed that the same was true of 
other Lazard companies and began 
to acquire shares in them. Eventu- 
ally, uss Warburg, a Swiss invest- 
ment bank, emerged as a significant 
minority shareholder in three La- 
zard entities. 

However, ups Warburg was 
later angered by a decision to merge 
two of them, Eurafrance and Azeo, 
for less than Azeo's book value. So, 
on November 27th, Mr David-Weill 
said that Eurafrance would begin a 
buy-back of its shares and would 
look for other ways to increase their 
price towards their asset value or 
better. That proved sufficient to 
charm uss Warburg. 

Thus has Lazard seen off some 
unwelcome critics. But what happens next? 
А senior insider says that over time the em- 
pire is bound to be further simplified. Rue 
Impériale may continue as a privately held 
company mainly owned by Lazard partners 
and the bank’s principal families. But after a 
partial flotation in the next couple of years, 
some 60% of Eurazeo, the merged holding 
company, will be owned by Rue Impériale 





Tasting its own medicine 


WASHINGTON, DC 


S THE world's top development institu- 
tion, the World Bank knows all about 
` budgets. It is forever lecturing its poor client 
countries about the virtues of fiscal pru- 
dence, as well as teaching them how to cut 
spending in the most efficient ways. Bank 
bureaucrats are full of sensible fiscal advice. 
Don't expect sudden cash windfalls (from 
high commodity prices, for instance) to last, 
plan your spending cuts strategically, cut 
back on low priorities, but do not slash 
across the board. How ironic, then, that the 
Bank now finds itself in a spot of bother over 
its own budget. 

Just as in many poor countries, the diffi- 
culties stem from a temporary cash windfall. 
In 1997, the World Bank's board agreed toin- 
crease the organisation's administrative 
budget (then around $ billion) by $25om 
over three years in order to pay for the in- 
vestments required to make it a more effec- 
tive place. Under this "strategic compact", 

which was championed by Jim Wolfen- 
sohn, the Bank's president, the institution 
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was to decentralise operations, improve its 
products, update staff skills and introduce 
modern knowledge-management systems. 
The board also agreed to pay the cost of mak- 
ing 500-700 people redundant (while replac- 
ing some of them with new staff). After three 
years of investment, the Bank’s budget 
would, in real terms, go back to its 1997 level. 

Those three years are now up. And, guess 
what: it is proving very painful to cut back. 
The Bank's number-crunchers have de- 
manded an overall cut of around 4%. They 
expect that a further 200 people (or 396 of 
staff) will have to go. For 
some departments, the 
drop is bigger because they 
over-ran even last year's 
budget. 

What caused the pro- 
blem? Well, just like their 
clients, many Bank man- 
agers used the strategic- 
compact money to goon a 
hiring binge, convinced 
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able tocompete for the best talent. Ironically, 























and Crédit Agricole, and it will in tum own. 
15% of Lazard's banking am: | 

There is a bigger question, though, that 
has not been answered by the recent shuf- 
fling. Lazard's investmen banking business 
is too small to. be an effective competitor 
against such gian : 
Witter and Goldm. 
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shee options, one rea ћу 

lost some of its top partners in both Ne 

York and Paris. Rothschild, the nearest global 

equivalent to Lazard, has wrestled for years 

with the problem of how to reward staff who | 

гап еагп far more elsewhere. | 
Thecrux for all investment banks is tobe 


says a senior banker with the firm, it might 
take a bear market to decide the issue for La 
zard and to dictate whether the bank will 
have an independent future. If markets kee; 
Falling, the value of other investment bank 
ers' share options will also fall. The gap b 
ween the rewards offered by Lazard an 
:hose of the rest of the pack would then па! 
row, extending the group's life expectancy 
an independent entity. Now there’s a good 
reason for a bank to be bearish. | 


(often with a nod from higher up) that the 
extra cash was there to stay. Incompetence 
also played a role. The Bank's new informa- 
tion-management system proved so com- 
plicated and unwieldy that many bureau- 
cratsdidn't understand it. | 

Unfortunately, the Bank seems to be re- 
acting to this mess in much the same way as 
its less adept clients. Staff had few hints that 
the budget cuts were coming, and there has 
been little strategic thinking about where 
cutcosts, Individual departments have been 
left more or less to their own devices. In some 
cases that means unsustainable squeezing of 
variable costs: a Бап on short-term consu. 
tants to help with projects, for instance. . 

Far too little thought has been уеп to 
how best to cut fixed costs (ie, to fire people 
Though there has been some effort to im. 
prove matters—senior mat 
agers recently announce 
that they would allocate $40m 
from a central contingency 
fund—that, too, comes at 
price: no flexibility for unfore- 
seen emergencies later in the 
year. Perhaps it is time for the 
bureaucrats to follow their: 
own advice. 








N THE prodigal West, the steady thrift of 
-A the Japanese is widely admired. But at 
home; Japan's consumers are getting pro- 
:gressively less thanks for their parsimony. In 
early November, the nation’s chief financial 
` regulator, Hideyuki Aizawa, called for legis- 
lative changes to allow life-insurance com- 
panies to-cut the annual payouts that they 
: have promised to their policyholders. 

Payout rates now average 3.5% a year. 
That is far in excess of what insurers can 
"eam, in Japan's low-interest-rate environ- 
ment, from investing their premiums. So far 
. this year four life insurers have gone bust 
ing to make these awkward ends meet, 
апа others will follow. Mr Aizawa wants to 
bail out-the ailing companies, arguing that 
_ policyholders will be better off with their re- 
-tumscut than with their companies collaps- 
. ing Japan’s bankruptcy laws allow failed 
“insurers to shave underlying policies when 

they mature and tocut annual payouts. 
v7 Consumers are not convinced. “This is a 
` proposal which favours companies [over 
consumers}. If it's approved, we will have 
been ambushed,” says Michiyo Ueno of the 
Federation of Japanese Women's Organisa- 
tions. Almost everybody will be hurt by the 
proposal: more than 90% of Japanese house- 
: holds have life-insurance policies, which ac- 
count for around a quarter of their total sav- 
ings. If passed, the bill is likely to cost 
policyholders approximately ¥1.5 trillion 
($13.6 billion) a year for many years to 
come--not a pleasing prospect for people 
who have just paid more than Y20 trillion in 
taxes to clean up the banking system, and 
whose pensions are being eroded by a gra- 

dualliftingof the official retirement age. 
Consumers are none too pleased with 
the Financial Services Agency (rsa), the body 
responsible for drafting the legislation on 
payouts. Last year it told policyholders that 
life insurers did not run a risk of failure un- 
less their solvency margin, measuring their 
capital adequacy, fell below 200%, But all the 
companies that collapsed this year man- 
aged to meet this requirement at the end of 
March by exploiting loopholes (see chart). 
One popular way of boosting the figures is to 
include unrealised gains on equities and 
subordinated. debt. Removing these from 
the calculation put Kyoei Life and Chiyoda 
Life below the 200% target in March, and 































| Correction In last week's story оп American 
| insurance companies, we muddled our figures 
| for income-tax revenues. This year, the federal 
|. government will raise some $1 trillion through 
| individual income taxes, much more than the 
| $27 billion that it will raise from estate taxes. 
| 


Our apologies. 
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К Tokyo Life dangerously close to it. Kyoei 
and Chiyoda subsequently collapsed. 
The rsa could submit draft legislation to 
parliament before the end of this year. But 
any bill might then fall victim to the recent 
turmoil within the ruling Liberal Democratic 
Party (LDF). The Lp» is keen on a bill—in part, 
because many of its politicians in rural con- 
stituencies rely heavily on the support of 
powerful post-office chiefs to rally local 
support, and the kampo, the public postal 
life-insurance system sold at local post of- 
fices, is itself in trouble. Cutting annual 
payouts would bring it some relief. 

Yet, should a more reformist cabinet 
emerge from the government reshuffle ex- 
pected in December, it could end up scrap- 
ping Mr Aizawa's proposal. What would 
happen then to the ailing life-insurance 
companies? Many people believe that there 
are few available options: cutting payouts 
may, after all, be the only way to save the tee- 
tering industry. In return, they add, senior of- 
ficials must take responsibility for their mis- 
takes and resign, paving the way for 
wholesale restructuring. Given that last 


































year’s banking “clean-up” left most of that 
industry's top management intact, Japanese 
consumers should not expect too many of 
the men who have for years mismanaged 
their life savings to fall on their swords. 





Hedge funds 





Born to be trimmed? 


Hedge funds are wooing institutional investors. But such ambitions might be 


too big for them 


Tr has been a year for high-profile de- 
partures by hedge-fund managers, the 
Jay Gatsbys of the 21st century (see box on 
next page). Jeffrey Vinik's announcement at 
the end of October that he would be shutting 
down his $4.2 billion fund by the end of the 
year followed similar retreats by George So- 
ros, Stanley Druckenmiller and Julian Rob- 
ertson, all of them stars in the industry. But 
hedge funds are noton the defensive. The re- 
treats only confirm their peculiar nature: 














that they are, possibly, most effective when 
they are small, exclusive and even transient. 
Itisthedaysofthe big players managing gar- 
gantuan pools of money that may be num- 
bered. 

The old-style exclusive funds for the su- 
per-rich that take one-way bets on high-risk 
markets—ironically, the antithesis of hedg- 
ing—are being joined by more and more 
funds that are truer to their name. This new 
breed tends to be disciplined about closing 
their coffers to avoid becoming too large, 
and they are more willing to disclose the 
state of their portfolios to investors. They 
may not produce the stellar results of Mr So- 
ros and the rest—the average retum on 
hedge funds last year was an unspectacular 
31%, according to the неви, a hedge-fund 
composite index—but their figures are still 
appealing to institutional investors. They are 
increasingly receptive to the eager courtship 





















of hedge-fund managers. 

The Texan police force, for example, re- 
cently considered putting some of its pen- 
sion money into the hands of William von 
Mueffling, a “hot” hedge-fund manager at 
Lazard. Even more significantly, the Califor- 
nia Public Employees Retirement System 
(Calpers), America's biggest pension fund, 
announced on November 1sth that it would 
invest $1 billion in hedge funds and other 
“hybrid investments"—less than it had orig- 
inally pledged, but a big boost to the indus- 
try nonetheless, 

Most pension funds, though, are still 
showing only a theoretical interest. And the 
big insurers are even more reticent. “It’s too 
risky,” says Kees Storm, the chairman of Ae- 
gon, a Dutch-based insurance company. 
Banks, however, are less averse. Deutsche 
Bank recently launched Xavex, a fund that 
invests in hedge funds, and Merrill Lynch 
has launched its own in-house hedge fund. 
But the funds remain largely the preserve of 
“high net worth individuals", who account 
for about 75% of their assets. Institutional in- 
vestors account for the rest. 


Thelong and short of it 

Hedge fundsarea diverse bunch with a wide 
range of investment strategies and the po- 
tential to appeal to a broad constituency. 
Common characteristics are few: they go 
both longand short in markets; they leverage 
their positions by borrowing; and they seek 
to profit from market inefficiencies. From 
there on, they have plenty of room to differ, 
encouraged by the fact that they are much 


A Jay for today 


NEW YORK 


€6 4 ^ ANT repeat the past?" Jay Gatsby 


cried incredulously. “Why, of 


course you can.” “The Great Gatsby”, F. 
Scott Fitzgerald’s tragicomic portrait of the 
excesses of the “Roaring 20s” that preceded 
the 1929 stockmarket crash and the Great 
Depression, was published 75 years ago. To 
mark the anniversary, on November 27th, 
an expert—and decidedly bearish—three- 
man panel gathered in Manhattan's Sym- 
phony Space to discuss whether even now 
the past is repeating itself. 

Gatsby believed in “the green light, the 
orgiastic future". Today's dreams, and ac- 
tual excesses, are even more extreme, 
claimed Barton Biggs, Morgan Stanley's 
veteran market guru and one of the panel- 
lists. In 2000, there are many more rich liv- 
ing in many more mansions, including 
“starter castles" in Greenwich, Connecti- 
cut—a town in the grip of a nanny bubble, 
where the latest fad is for ladies-who- 
lunch to hire personal assistants to organ- 
ise the lunches. Today’s parties have more 


less regulated than, say, mutual funds. 

Their appeal is enhanced because they 
can attract the best investment talent, thanks 
largely to the sumptuous fees they charge 
(amounting, on average, to about 20% of pro- 
fits). This, in turn, helps them to produce su- 
perior returns, and not just in the short term. 
A report published in November by Morgan 
Stanley Dean Witter says that hedge funds 
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have outperformed traditional funds over 
the past ten-year period. 

But different hedge-fund strategies do 
well at different times. In the recent bull 
market, hedge funds that went long or short 
in equities outperformed other funds, and 
they now have the largest market share— 
about 30% according to a recent report from 
uss Warburg. Mr von Mueffling's fund is one 
that has successfully followed such a strat- 
egy, producing an annual return of over 
100% since it was launched in August 1998. 

Some of that success, however, could be 
beginner's luck, which is a prominent fea- 
ture of the entire industry. Michael Urias, 
one of the authors of the Morgan Stanley re- 
port, refers toa distinctive "hot hands" effect. 


"spectroscopic gaiety" than Gatsby's ever 
did. In the 1920s, the rich were content to 
play with yachts and buy racehorses; their 
modern counterparts fly jets and aspire to 
owna football team. 

Today's rich, especially 
the financial market-movers, 
are glamorised even more in- 
dulgently than Fitzgerald 
lionised Gatsby, his adulter- 
ous lover Daisy with her voice 
"full of money", and their 
partying friends. Another 
panellist, Jeremy Grantham, a 
fund manager who early in 
his career made and lost a for- 
tune, accused Fitzgerald of 
"licking the boots" of the rich. 
The wealthy characters in the 
novel were "completely shal- 
low," he said, precisely the 
sort of “ineffable light- 
weights" who would have 
been unable to resist the 











Well gonnected 
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Hedge funds with the shortest track record — | 


perform the best. "They are often the most 


nimble, the most effective and, with a small | 


number of assets, able to get more leverage 
out of the market,” says Mr Urias. 

Does that mean that successful hedge 
funds are fated to be short-lived and to re- 
main (relatively) small? For the moment, the 
funds are little more than a drop in the over- 
all investment-management pool. About 
$350 billion is currently in the hands of 
hedge-fund managers; mutual funds, by 
contrast, have an estimated $5 trillion under 
management. Mr Urias, like the majority of 
analysts, believes that institutional interest 
in hedge funds will increase steadily, and the 
funds will grow in line. But lain Jenkins at 
EuroHedge, a trade publication, is highly 


sceptical about the ability of hedge-fund _ 


managers tolure institutions into the market. 
Rich individuals will, he believes, continue 
to be its main backers. 

If they were to catch the eye of the really 
big institutions, hedge funds could soon be- 
come dangerously overgrown. Narayan 
Naik at the London Business School says that 
there is only a limited number of market in- 
efficiencies that can be exploited through the 


various strategies employed by the funds. At 


present, about 1-2% of all investable money 
is parked in hedge funds. Mr Naik believes 


that the industry could more than doubles aaa 


size. Yet the bigger it gets, the less it will be 
able to outperform traditional asset manag- 
ers. To continue to be something special, 
hedge funds may have tostay well-trimmed. 


——— I 





temptation to join a crowd rushing into a 
stockmarket, and would accordingly have 
paid the price in the 1929 crash. He fears 
that a similar fate awaits today's investors. 
The American public’s fortunes are now 
far more closely linked to the stockmarket: 
equities account for 50% of individuals’ net 
worth, compared with 10% in 1929. 

How Gatsby made his 
fortune is unclear. Fitzgerald 
paints his hero both as a ro- 
mantic visionary and as 
ruthless, shadowy and 
fake—a man whose gains 
were probably ill-gotten. He 
has “gonnections”; and he 
knows the man who fixed 
the baseball World Series. Is 
there a modem equivalent? 
The answer is clear, says Mr 
Biggs: today’s Jay Gatsbys 
are hedge-fund managers. 
Spectacularly wealthy, se- 
cretive and prone to dra- 
matic losses—who could ar- 
gue with his judgment? Their 
novel, though, has yet to be 
written. 
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The ethics gap 





Eco-fundamentalists are especially prone to accuse economists of moral 
blindness. They are partly right, but not in the way they suppose 


IME and again, non-economists lodge 

the same objection to the use of econ- 
omic modes of thinking in public policy: 
economics; exclusively concerned with 
desiccated quantities such as profit and 
loss,is both reckless and immoral. Not only 
isitno helpin thinking about really impor- 
tant questions—such as global warming, 
say—itactually militates against getting the 
correct answer. Economics ignores the 
right of future generations to inherit aclean 
environment; it ignores small probabilities 
of catastrophic costs delayed far into the 
distance; it is blind to ethics and justice. 
And that is just for starters. The first thing 
you need to do if you want to think 
wisely about any really important 
question of public policy is forget all the 
economics you ever knew. 

This: column obviously has a vested 
interest in denying these claims—and it 
does hereby deny them. On one level, 
the attacks are confused. But on an- 
other, they are simply wrong. 

Critics are confused about what 
economics tries to do. The science of 
economics, if it is a science; does not aim 
or purport to make ethical choices; it 
confines itself to clarifying certain as- 
pects of what those choices entail, 
which ought to be a useful service. Of- 
ten, onê suspects, it is clarity, rather than 
economics as such, that anti-econo- 
mists object to. Critics also tend to con- 
fuse economics asa discipline with cap- 
italism as a social and economic system, 
They are different things. And it is odd, 
surely, for opponents of free enterprise 
todeplore economics, as they almost al- 
ways do: Marx, you could argue, was a 
great economist, 

On the other hand, it is plain wrong, 
not merely confused, to say that capitalism 
(as opposed to economics) is “value-free”. 
It is anything but. Capitalism exalts 
individual freedom and voluntary, rather 
than obligatory or customary, interaction 
among the members of society. 1t is difi- 
cult to have capitalism. without. freedom 
and almost impossible.to have freedom 
without capitalism. Whether you. agree 
withits valuesornot;capitalism isa system 
positively bulging with moral content. 

Experience teaches that there is no 
hope whatever of persuading militant 
anti-economists of the virtues of the disci- 
pline, or of capitalism, for that matter, Ev- 
ery now. and then, however, the self-de- 
feating consequences of anti-cconomics 





may be worth pointing out. The failure of 
the global-warming talks in The Hague is a 
case in point. 

There are many reasons for the con- 
tinuing delay in turning the targets that 
were agreed to in Kyotoin1997 intoa work- 
able programme of cuts in greenhouse-gas 
emissions. But one is the marked tendency 
of greens to cast the issue as a moral ques- 
tion rather than as an economic one. This is 
a mindset that has infected many govern- 
ments. Pollution is sin, which implies that 





polluters must be punished. It won't do for 
the United States, sinner-in-chief, to come 
up with ways of reducing global emissions 
of greenhouse gases that do not inconve- 
nience it very much—such as investing in 
carbon “sinks” or buying emissions per- 
mits from other countries. 

An economist welcomes such meth- 
ods as а way of achieving a stated goal 
(fewer net emissions) at lowest cost. Eco- 
fundamentalists call it “unfair”: so did Eu- 
rope's governments at the talks in The 
Hague. What's the point, they seem to ask, 
if the goal is achieved at little cost? The cost, 
the punishment, is the point. 

It is very hard to see what is unfair if 
America buys emissions permits from 
other countries—given that the other 





countries would not be selling if their gov- 
emments did not feel that they too would 
benefit from the transaction. The continu- 
ing reluctance to engage to the greatest pos- 
sible extent in flexible market-based ways 
of reducing emissions not only makes con- 
trol of greenhouse gases vastly more ex- 
pensive than it would otherwise be (a good 
thing, admittedly, in the view of many 
environmentalists). It also means that the 
volume of reductions that will actually be 
achieved in practice is much smaller, sup- 
posing any reduction at all will be 
achieved by the target date of 2008-12. 

Another anti-economic aspect of the 
Kyoto protocol, in addition to its silence on 
trading, was its failure to put a cap on the 
costs of abatement: countries undertook to 
meet their targets regardless. But the costs 
of abatement are uncertain, just as are the 
costs of failing to abate. New information 
on either side of the equation ought to alter 
theeffort countries make to curb emis- 
sions. The lack of any mechanism to 
put a ceiling on costs, should they turn 
out to be very large, is a political pro- 
blem in the United States, where Senate 
ratification of any deal looks a remote 
prospect—butit is also an economic er- 
ror. Again, in other words, economic 
incompetence. and political paralysis 
go hand in hand. 

Militant environmentalists have a 
point when they claim thateconomists 
put a low estimate on the harm from 
global warming and a high one on the 
likely costs of curbing emissions—but 
this falls into the category of shying 
away from clarity. The range of esti- 
mates is very wide, as you would ex- 
pect given the uncertainties, but there 
isa weak consensus among researchers 
that the Kyoto proposals (especially in 
the absence of a trading regime and 
other cost-reducing arrangements) 
may have been a bit too stringent. 

This was not because they ignored 
the “rights” of future generations. (Let’s 
not stop to ask how people who do not ex- 
ist can have rights. They will have interests 
in due course: that much is common 
ground.) And itis not because they ignored 
the small risks of very bad outcomes. It is 
mainly because the costs of rapid abate- 
ment are very high, and the damage from 
warming, great or small, will be long de- 
layed—which means there will be time to 
phase in cleaner technologies gradually, so 
that capital is not scrapped prematurely. In 
effect, a slower start followed by a faster 
build-up later can get you to the same 
eventual benefit in terms of reduced emis- 
sions, but far more cheaply. 

There. they go again, those dratted 
economists, assuming that a smaller cost is 
good, missing the point as always. 
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Information gives you a running start. But ideas only take off 
when you're open to inspiration. That's how ABN AMRO Bank 
and Bangko Sentral ng Pilipinas embarked together on an am- 
bitious plan to launch a landmark USD 500 million syndicated 
term loan in the early months of the new millennium. Analysts 
called local conditions tough, but the deal closed oversubscribed 
with 25 banks in the syndicate, and set a new benchmark for 
public and private sector issues. That's what happens when 









































ambitions are fueled by insight, and above all by 
inspired commitment, And that's why IFR named us 
"Loan House of the Year" in the Philippines. 
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How not to abolish leprosy 


Leprosy persists among the world's poor despite a decade of the WHO's best 
. attempts at eliminating it. Will the stalemate ever break? 


N 1980, the World Health Organisation 

2 (wuo)succeeded in its campaign to rid the 

‚ world of smallpox. It has never let anyone 

` forgetthe fact since. And rightly so. Given the 

effort it took to eradicate this scourge, the 

уно richly deserves to make certain that 

_ smallpox, though gone, is not forgotten. Lep- 

` rosy, however, appears to have endured the 

opposite fate. This ancient blight is forgotten, 

- but not gone—an unhappy predicament for 

| its sufferers and for the мно, which is still 
fighting against it. 

So far, the wHo is committed to "elimi- 
nating” leprosy but not to “eradicating” it. 
That might seem a strange distinction to a 
layman, but in the argot elimination is de- 
fined as a reduction in the number of cases 

zn a population to below one per 10,000 peo- 

- ple;eradication implies that no cases exist at 
all The мно Leprosy Elimination Pro- 
gramme, inaugurated in 1991, aimed to com- 
plete its task by 2000. 

The campaign has made alotof progress. 
It has reduced the number of people with 

the disease from more than sm to less than 


1m, and eliminated leprosy from 98 coun- 
tries. But several South-East Asian and Afri- 
can states, as well as Brazil, still report from 
four to six cases of leprosy per 10,000 people. 
Soat November's Asian Leprosy Congress in 
Agra, India, the target date for global elimi- 
nation was postponed to 2005. 

A. pity. But on the face of it, a five-year 
delay in "eliminating" a scourge that has 
horrified peoplesince biblical timesisa mere 
blip. There is, however, a fear that having al- 
lowed the deadline to slip once, the project's 
momentum may be lost—and even that the 
eventual result may be worse than if no 
grand plans had been laid in the first place. 


Immodest proposals 


The мно originally accepted the idea of 
“eliminating” leprosy because in 1989 a sym- 
posium of experts decided that eradicating 
the disease was not feasible. In 1998, a work- 
shop convened by the Centres for Disease 
Control (coc) in Atlanta; Georgia, echoed 
that advice. However, it added а new worry: 
that eliminating leprosy might not be possi- 








ble either. Given the current state of know 
edge of the biology of the disease, these ep 
demiologists argued, an elimination cam 
paign: could. not guarantee to stop tra 
;raission, and thus keep the case-load down 
Thatis because a lot of basic informa 
about leprosy is still missing. Doctors-ca 
rot; for example, diagnose it before a patie 
“starts to show symptoms. Nordo they know 
bow: likely a treated patient is to relapse. 
< More significantly; they remain unsure е 
'actly how the disease is transmitted, how. 
infects the human body, and at what point 
carrier of the bacterium may infect others. 
As a result, and despite its succ 
treating those already infected, the cam- 
paign has not had much impact on the 
of new infections. That figure still exceeds 
650,000 а year, or around 4.5 cases per 10,000 
individuals in the worst-off countries: 
shown little sign of falling in the past 15 years. 
The solution should be more resea 
Given the recent unravelling, by the Pas! 
Institute in France, of the genome of Myco 
bacterium leprae, the organism that 
the disease, science is better poised: 
out such research than ever before. 
loudly proclaimed 2000 deadline cause: 
search funding to tail off. Funding bodie: 
sumed that basic research into leprosy: 
becoming irrelevant, since the problem уй 
being solved where it counted—in the field. 
So they turned their attention elsewhere. In 
1990, for example, the International Federa: 
tion of Anti-Leprosy Associations’ spent. 
$6.5m. on research projects. By 1998, its 
spending had declined to $3m. A lot of nifty 
public-relations work is going to be needed 
to repair the damage. den 
г Fortunately, public relations 15 so 
thing that leprosy officials seem to be good 
at. They have already been pretty succes 
at “rebranding” the infection as “Hansel 
disease”, а least in medical circles. The Han- 
sen in question, a 19th-century Norwegian 
doctor, did not, of course, recognise leprosy 
for the first time--the usual reason toduban 
illness after an individual. But he did iden- 
tify Mycobacterium leprae, and that is good | 
enough cover for the spin-doctors. Indeed, 
in October the Brazilian government went 
so far as to ban the “L” word completely, 
even in the names of aid organisations such 
as the British group LEPRA. 
Cynicism aside, there may be good med- 
ical reasons for abandoning the old term 
Most illness attracts sympathy for the vic- 
tim. Leprosy often elicits repugnance. In 
some clinics, therefore, patients are now told. : 
only that they are suffering from a “skin in- 
fection", and may complete their recovery 
without ever leaming the details. Indeed, 
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Save the wail 


UMPBACK whales, like Canadians, 

seem to have a hard time protecting 
their cultural traditions. Put a few rogue 
songsters in their midst and the whole 
population switches tune. 

In humpbacks, singing is done exclu- 
sively by males. It is clearly connected to 
mating. The animals sing on their way to 
and from their breeding-grounds, and 
while they are loafing around there, but 
nobody is quite sure whether they do it to 
win the hearts of females or to warn off 
other males. Whatever the exact function, 
though, all the males of a given colony gen- 
erally sing from the same song-sheet. And 
although tunes from different points in a 
given ocean basin are generally similar, 
those of populations separated by conti- 
nents are unrelated. 

Whale songs do change over time, but 
until now all changes that have been heard 
have been gradual, and generated inter- 
nally by particular groups. So imagine Mi- 
chael Noad's surprise when he listened to 
the music produced by humpbacks off the 
east coast of Australia, and witnessed a 
revolution in musical taste. 

Dr Noad, who works at the University 
of Sydney, dropped hydrophones from 
buoys and small boats into the waters of 
the Great Barrier Reef while humpbacks 
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were calving and mating there. Between 
1995 and 1998 he and his team taped and 
analysed 1,057 hours of whale music-mak- 
ing. In the first two years, they heard two 
malessinginga completely new and differ- 
ent song from that being chanted by the 
other 8o. Then, in 1997, the upstart song be- 
gan to gain popularity, with other males 
humming along. By the end of that year's 
southward migration along the reef, most 
of the east-coast whales had defected and 
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swapped songs. By 1998, only the new song 
was heard. 

The researchers recognised that the 
new song was almost identical to one sung 
on the west coast of Australia in 1996. After 
1996, the songs of the east and west coasts 
evolved separately, suggesting that the 
new tune was introduced by just a few in- 
terlopers from the west during a single sea- 
son. The researchers say in this week's Na- 
ture that this is the first record of radical 
song change produced by such a small 
number of immigrants—at least since the 
Spice Girls visited Canada. 
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there is evidence that not telling people the 
whole truth gives better results than levelling 
with them—perhaps because they can take 
their medicine openly, without having to lie 
to their family and friends to avoid the 
stigma of being branded a leper. 

Rebranding may also come to the rescue 
of the Leprosy Elimination Programme. The 
latest talk is not of elimination, but of "very 
good control"—accepting, and being honest 
about, the fact that the disease will be 
around for the foreseeable future. As one 
participant in the coc workshop remarked, 
"a number of us would like to eradicate the 
word elimination." 

This would alter expectations again 
since "control" is not, like elimination and 
eradication, a euphemism for abolition. And 
that might backfire. For although the elimi- 
nation campaign put research funding on 
the back burner, it did, with its promise of an 
achievable goal, galvanise efforts in the clinic 
and the surgery. The wHo programme has 
already spent $50m and has another $50m 
pledged—but on the understanding that 
there is a clear end in sight. If the language 
changes again, and particularly if the 2005 
deadline also proves a mirage, the ууно may 
have to work hard to keep the money flow- 
ing; 1980 was, after all, a long time ago. 
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Computer hardware 


Santa's re—workshop 


$АМ FRANCISCO 


Give a computer to a hacker and he will try to improve it—even if it comes in 


the shape of a purple dinosaur 


EMEMBER Furby, a furry, gnome-like 
toy that was all the craze a few Christ- 

mases ago? The more it was handled, the 
more active it got, moving randomly and ut- 
tering “furbish”. Now you can actually train 
Furby to do something useful, such as read 
your e-mail or scare away burglars—thanks 
to a Canadian computer consultant called 
Jeffrey Gibbons. He has made Furby into a 
programmable device. 

This is only the latest feat in an increas- 
ingly popular sport among hackers and 
computer hobbyists: the reverse-engineer- 
ing of consumer electronics, Whether smart 
toys, network appliances or personal digital 
assistants, it is only a question of time before 
somebody figures out how a device works 
and finds new uses for it. Unsurprisingly, 
manufacturers are not amused. But some 
firms have come to realise that they can ben- 
efit from the trend. 

Hacking hardware is nothing new. The 


first devices to suffer from it were probably 
Hewlett-Packard calculators. Video-game 
consoles and set-top boxes have also been 
attacked quite frequently. And in 1997 there 
wasa satirical attack by the Barbie Liberation 
Organisation, an American feminist group. 
Members swapped the voice-boxes of talk- 
ing Barbie and ci Joe dolls in toy stores so 
that Barbie growled “killer” and G1 Joe sang: 
"Mathis hard. Let's go shopping!” 

If the hacking has multiplied recently, it 
is mainly because more and more con- 
sumer-electronics products are in essence 
small multi-purpose computers with inter- 
esting peripherals, such as microphones, 
light sensors and motion detectors, that 
hackers feel could be put to better use. Also, 
hacking toys can be more challenging (and 
therefore more rewarding) than hacking 
run-of-the-mill electronics, because manu- 
facturers often use proprietary technology. 
First, a hacker has to remove the toy’s control 


circuitry and draw a schematic diagram of its 
components and the connections among 
them. Then, using such devices as an oscillo- 
scope or a logic analyser, he can work out 
how the pinson the central-processing-unit 
(cru) chip behave—which, in turn, reveals 
how the toy operates. Using that knowledge, 
the hacker can then modify the circuit. 

With toys becoming ever smarter, toy 
deconstructors also have to reverse-engineer 
the software that controls them. ActiMate's 
Barney, for instance, is a toy version of the 
purple dinosaur of American children’s tele- 
vision fame. It can be controlled by a pc via 
radio signals, in order to play a role in educa- 
tional video games. To make it fully pro- 
grammable,a group of computer scientists at 
Xerox’s PARC laboratory in Silicon Valley lis- 
tened last year to the data traffic between the 
pc and the doll in order to work out the com- 
munications protocol. 

The project—half joke, half serious re- 
search—pretty much succeeded in making 
Barney a slave, with the exception of his 
voice. The researchers could not work outex- 
actly how that is encoded. Their modified 
doll is able to announce, for example, when a 
computer printing job is done, but it can still 
use only the words that were originally pro- 
grammed in, such as “super-dee-duper”. 
There are, however, rumours on the Internet 
that somebody has recently turned Barney 
intoa swearing dervish. 

Small wonder that manufacturers are 
trying to make such feats as hard as possible. 
Furby’s cru and memory chips are encased 
ina tough resin shell. Breaking it destroys the 
electronics. But this did not stop Mr Gibbons 
(who thus won the “Hack Furby” challenge 
issued by Peter van der Linden, a Silicon Val- 
ley-based engineer) He gave Furby what 
amounts to a brain transplant, swapping 
twoof itscircuit-boards for new ones. 

In many cases, trying to frustrate hackers 
may be the wrong reaction. Often, manufac- 
turerscan actually benefit from others modi- 
fying their products. When people started 
playing around with the software for its 
Mindstorm robotics kits, Lego, a Danish toy 
firm, decided to accommodate them and 
even released the source code of the pro- 
gram. Thanks to this policy, hobbyists have 
vastly enhanced the kit’s possibilities which, 
in turn, has driven upsales. 

Sometimes the interests of hackers and 
manufacturers are not so neatly aligned, in 
particular when a business model is threat- 
ened. Netpliance, a computer maker, was 
not pleased when, in March, an engineer 
added a hard disk toits r-Opener, a cheap In- 
temet appliance, turning it into a fully 
fledged rc. This allowed owners to skip us- 
ing Netpliance's Internet service, thus de- 
privingthe firm of its main source of income. 

Yet there are occasions when it is a good 
idea to let hackers #о wild in order to revive 
interestin a “maturing” product—like Furby. 
The dolls, which once went for hundreds of 


dollars in online auctions, are now sold in 
supermarkets for ten. But the Furby hack has 
already spawned a group of hobbyists who 
are busy developing new applications for 
the toy. And an online store has begun sell- 
ing a "Furby upgrade kit" for $65. Now, 
there's a useful Christmas present. Happy 
hacking holidays. 
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Particle physics 


The New York 
Strangeler 


ROM time to time, exotic new physics ex- 

periments bring fears of nothing less than 
the end of the world. In the 1940s, those in- 
volved in the Manhattan Project —America's 
atomic-bomb programme— worried that a 
nuclear explosion might ignite the earth's at- 
mosphere. Decades later, experiments de- 
signed to accelerate particles to high energies 
brought fears that they might create a black 
hole, or result in the vacuum of outer space 
decayingintoa new state ofexistence. Earlier 
this decade Fermilab, an American particle- 
physics laboratory, was feared by some to be 
planning to initiate a supernova. 

The latest physics experiment not to her- 
ald imminent oblivion is the Relativistic 
Heavy lon Collider (RHIC) at Brookhaven 
National Laboratory in New York state. To 
everybody’s relief Jes Madsen, a physicist at 
the University of Aarhus, in Denmark, 
writes in this week’s Physical Review Letters 
that it is not possible for experiments in the 
RHIC, which are designed to mimic condi- 
tions just after the Big Bang started the uni- 





On no it isn’t 
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verse, to create a bizarre form of matter that 
will gobble up the entire planet. 

The trouble started in 1999 with an ex- 
change of letters in Scientific American. This 
ruled out the possibility that the experi- 
ments could create mini black holes, which 
was good news as these could have swal- 
lowed the earth—or at least carved embar- 
rassing tunnels through it. But in the course 
of the exchange, Frank Wilezek, a physicist at 
the Institute for Advanced Study in Prince- 
ton, wondered іЁкніс might be able to form 
chunks of a new type of matter, which 
would then incorporate and transform or- 
dinary matter in its surroundings, to the det- 
riment of humanity. 

The кніс experiment accelerates the nu- 
clei of heavy atoms such as gold to some- 
where close to the speed of light, before 
smashing them together. Among the basic 
building-blocks of matter are tiny sub- 
atomic particles known as quarks. These are 
held together to form larger objects by other 
particles that are known as gluons. When the 
appropriate quarks (known, with the 
whimsy that particle physics often provokes 
in its practitioners, as “up” and "down") and 
gluons are combined in the correct propor- 
tions, the objects formed are protons and 
neutrons, the ingredients of atomic nuclei. 
When nuclei collide in the RHIC, energy from 
the collision is transformed into heat—pro- 
Gucing a temperature of around a trillion de- 
grees. At this temperature, if the conditions 
are just right, the protons and neutronsin the 
colliding nuclei will break down. The result 
is a soup of quarks and gluons similar to that 
believed to have existed at the dawn of time. 

RHIC, however, also produces a third va- 
nety of quark known as the “strange” quark. 
In theory, strange quarks can unite with up 
quarks and down quarks to produce an ob- 
ject called a strangelet, the basic component 
of an alternative sort of stuff called strange 
matter. Unlike a proton or a neutron, which 
consists of three quarks, a strangelet would 
have at least six. But it could have more, so 
the fear was that if a strangelet united with a 
normal atomic nucleus, it would cannibalise 
it to form a larger strangelet. This process, 
went the theory, could continue until the 
whole world had been transmuted into 
strange matter. 

Physicists have never seen strange mat- 
ter. But Dr Madsen has calculated that, even 
if small strangelets were formed by the RHIC, 
it should not be a cause for concern. His 
maths show that strangelets will be posi- 
tively charged—a fact previously unknown, 
despite all the theory that seems to have 
been developed about them—and will thus 
repel normal atomic nuclei, which are also 
positively charged. This means that they 
could not initiate a runaway reaction that 
transmuted the earth into strange matter. 
Teme, therefore, to start worrying about 
something else. 

— = 








1 
F 
1 
1 
| 
b. 
4 
3 
$ 
3 
1 





| 
1 
j 
| 
| 


й 


ы а” 


O EEN 








Em 


INSEAD 


FONTAINEBLEAU 
SINGAPORE 
> 7 
ee MEZ 


a dm DUM 








HOW DO YOU TRANSLATE POTENTIAL INTO PERFORMANCE? 


| THE YOUNG MANAGERS PROGRAMME 























[ 


7 - 26 JANUARY 2001 What a global manager needs 


IN FONTAINEBLEAU ш Throughout the programme you explore every aspect 
27 MAY - 15 JUNE 2001 of management - with particular emphasis on the global 
IN FONTAINEBLEAU perspective. Corporate strategy, marketing, organisational 
Module 1: behaviour, operations management, information technology 
(among others) form part of the curriculum. Besides being 
taught by a distinguished and experienced international 
faculty group, you have a unique opportunity to work 








24 JUNE - 6 JULY 2001 


IN SINGAPORE 





Module 2: and exchange ideas and experience with participants from 
19 - 25 AUGUST 200 1 other cultures, businesses and functions. Representatives 
IN FONTAINEBLEAU from around thirty countries attended our most recent pro- 
gramme. | 
YOU'vE PROVEN YOURSELF TO SENIOR MAN- | 
AGEMENT. NOW YOU’RE MOVING UP TO A Ш A computer simulation The Manufacturing and Service 
HIGHER LEVEL. THIS PROGRAMME COULD Challenge' has been specially developed for this programme. 
PROVE TO BE EXACTLY WHAT YOU NEED. Together with a strong emphasis on case study discussions, 
group work, projects and lectures, this makes the experience 
Wi In three intensive weeks (in a consecutive or modular stimulating, practical and highly enjoyable. 


format), you broaden your business perspective 

and discover the criteria essential to solving more complex 4 d 
and demanding problems. You develop understanding Like to know more? Reply now for your complimentary 
and skills in areas you are not yet familiar with — but need brochure, or visit our web site at 

to be. You learn how to integrate the various functions, WWW.INSEAD.EDLI 

and the subtle art of managing relationships and leading 
groups and individuals. 


PLEASE FAX OR MAIL THIS COUPON TO JANET BURDILLAT, INSEAD, BOULEVARD ОЕ CONSTANCE, 77305 FONTAINEBLEAU CEDEX, FRANCE, 
Te. 33 (D)! 60 72 42 90, Fax 33 (0)1 60 74 55 13, E-MAIL EXEC.INFO@INSEAD.FR, HTTPI/WWW.INSEAD.EDU 




















LI | WOULD LIKE TO RESERVE A PLACE ON THE YOUNG MANAGERS PROGRAMME. DATES 
Г PLEASE SEND МЕ A BROCHURE ON THE YOUNG MANAGERS PROGRAMME Г BY MAIL m! BY E-MAIL 
L1 PLEASE SEND ME INSEAD'S EXECUTIVE EDUCATION GENERAL BROCHURE 


(€ 
First Name Job Title 


Company Name & Address 

E 
Country Postcode | email 
[re Fax 




















YMPOO ECO 





mmc 
Lm 


BOOKS AND ARTS 


Looking life in the eye 


Creatively speaking, French film is in one of its periodic upswings 


TIS hard to say exactly when it happened, 

but the feel and content of the best films 
from France have utterly changed. In the 
past two or three years new directors, many 
of them women, have hit the screens with 
powerful work that grapples, often literally, 
with the flesh and bones of experience. On 
film, asin so much contemporary French fic- 
tion, the current preoccupation, to use a slo- 
gan, is the body. 

To realise how big a change this is, you 
need think back only to the 1980s, when the 
most creative French films were dominated 
by the “cinéma de look”. The work of direc- 
tors such as Jean-Jacques Bei- 
neix (“Diva”), Luc Besson ("Sub- 
way") and Leos Carax (“Ваа 
Blood”) were perfect embodi- 
ments of le look in its use of im- 
age, effects, pastiche and de- 
signer violence. At their best, 
they created beguiling or dis- 
turbing dream worlds. But their 
style was showily indebted to 
television, advertising and 
fashion, and no apology was 
made for marrying the art film 
to pop culture. Mr Besson made 
his name directing rock videos. 

The directors, by contrast, 
who are now at the forefront of 
French cinema—Olivier As- 
sayas, Cathérine Breillat, Claire 
Denis and Erick Zonca—return 


haustible landscapes for me remain faces 
and bodies.” Ms Godard's camera gives 
characters the time and the sympathy to re- 
veal themselves, whether they are ironing a 
shirtor working in a sewing factory. 

Not that there is anything the least deli- 
cate or politically correct in these new films, 
which all revel in their physicality. In “Beau 
Travail”, for example, soldiers from the 
French foreign legion practice in the middle 
of the North African desert, watched with 
amusement by the local African women, as 
they solemnly perform their drills for a cam- 
paign that may never happen. Ms Denis 








to human experience for their 
inspiration. They place their films firmly ina 
recognisable context, and they show respect 
for the past masters of modern French cin- 
ema. Their background is film school and 
film criticism, not advertising or television. 
Mr Assayas, for example, was the editor of 
Cahiers du Cinéma, the magazine which 
started the careers of many new-wave direc- 
tors in the early 1960s. 

Theirs is a cinema of human intimacy— 
welcome or unwelcome—that is typified by 
the close shot that stays fixed on the film’s 
actors. The excellent Agnés Godard, who 
filmed both Ms Denis's “Beau Travail" (2000) 
and Mr Zonca's "La Vie Révée des Anges" 
(1999), summed up this new cinematogra- 
phy well when she said: “The most inex- 


makes the men's earnest notions of honour 
and masculinity seem threatened and ab- 
surd against the vastness and emptiness of 
their surroundings. "Beau Travail", like 
many of Ms Denis's films, focuses on the fra- 
gility of cultural identities, on their reliance 
on binary opposites—male/female, black/ 
white, coloniser/colonised—and on how 
easily they can be run together. In “Beau Tra- 
vail", this elision occurs when the arrival of a 
gentle, almost effeminate new recruit 
throws Denis Lavant's rigid notions of mas- 
culinity into confusion. The film seethes 
with suppressed homoeroticism. 

Ms Denis centres the conflict in human 
gesture. Each emotion is ritualised and em- 
bodied in the sombre drills the men perform. 


The freedom that the central character 
played by Mr Lavant finally wins from these 
mechanised drills is likewise expressed in 
gesture—in a wild, self-destructive solo 
dance he drunkenly performs in a disco in 
the last scene of the film. His dance is beauti- 
ful, but also desperate and formless. There is 
usually a note of nostalgia for collapsing or- 
ders in Ms Denis's work, unsurprisingly for 
someone who grew up in the last days of the 
French empire. As Mr Lavant explains it, 
freedom also comes with regret. 

The director who takes present-day 
French cinema's preoccupation with the 
body furthest is Ms Breillat. “Romance” 
(1999) contains scenes of nudity, sex and 
bondage rarely seen outside the porn indus- 
try and caused an outcry when it first ap- 
peared in France. But the sex is there less to 
excite us than to show how power can con- 
fine and corrupt the closest of relationships. 
The complete whiteness of the apartment 
where the heroine Marie (Caroline Ducey) 
lives with her boorish and bed-shy husband 
conveys an atmosphere of sex- 
ual and emotional sterility. In its 
way, the film is meant as a com- 
mentary on pornography—on 
how, as with so many other 
genre films, it is safe and pre- 
dictable. Ms Breillat refuses to 
allow us the feeling of knowing 
what to expect. Her film af- 
fronts us in ways that Antonin 
Artaud, the exponent of the 
theatre of cruelty, would have 
approved of. 

There is no doubt that “Ro- 
mance" is confused as a film, 
and its ending is frankly melo- 
dramatic and silly. Yet for all its 
shock value—the erect penises, 
the gynaecological probes and 
the slavvery crowning of a 
baby's head in birth (men will 
probably be more upset than women)— 
"Romance" is trying to say something about 
how selectively we conceal or display the 
raw facts of our physical nature. 

In leaving behind the beautiful fantasies 
and flashy camerawork of an earlier genera- 
tion, these new film makers have not gone 
back to traditional stories told in traditional 
ways. Nor are they without their cinematic 
debts and influences. If there is one director 
who you could call their artistic godfather it 
would be Maurice Pialat, who made “Van 
Gogh" (1991) and “Sous le Soleil de Satan” 
(1987). Like him, they aspire to look life in the 
eve, even if the result, for an entertainment 
medium, is often bleak. 








BOOKS AND ARTS 
Israel and Zionism 


Is there an end? 


FROM HERZL TO RABIN: THE CHANGING 
IMAGE OF ZiONISM. By Amnon Rubinstein. 
Holmes & Meier; 304 pages; $32.95. Dis- 
tributed in the UK by Book Representation 
and Distribution; £25 
ib Zionist movement was founded in 
the dying years of the 19th century with 
one aim: to create a Jewish national home, 
in which Jews could live free of persecution 
and prejudice. Theodor Herzl, the move- 
ment's founding father, envisaged a state 
fashioned by the ideas of western enlight- 
enment. This was disputed from the start 
and the debate has continued to rage ever 
since, with profound ramifications for Is- 
raeli society and government. 

With care, erudition and genuine pas- 
sion Amnon Rubinstein, a distinguished 
constitutional lawyer and notable Israeli 
politician, traces the history and ideology 
of the Jewish homeland to this day. Herzl's 
vision was initially assailed by those who 
thought that there was no point in having a 
Jewish state unless it gave expression 
to Jewish values and traditions. 

While this view was gaining 
influence а new breach 
opened, between those 
who sought to imbue the 
Jewish homeland with 

the secular values of Ju- 
daism and those who 
wished it to reflect the 
religious tradition. But 
both camps shared 
Herzl's aspiration that in a 
state of their own Jews 
would achieve normality and 
be at peace with the world. 

This common purpose collapsed after 
the six-day war in June 1967, when a new 
vision of the Jewish state took form. Far 
from striving for normality and peace, it 
sought to reclaim the whole of the land of 
Israel by divine right, and in the face of op- 
position from the Arab inhabitants and the 
rest of the world. Although a minority, this 
"Group of the Faithful" has succeeded in 
establishing Jewish settlements throughout 
the West Bank and the Gaza strip, greatly 
exacerbating the conflict between Israel 
and the Palestinians under its occupation. 

This movement derives moral licence 
from influential rabbis who preach that, 
like their forefathers, the Jews are entitled 
to reclaim their God-given land and de- 
stroy those who resist. Jews who deny this 
right, they say, may be treated as traitors to 
be silenced. Yitzhak Rabin, the late prime 
minister, paid with his life for seeking an 
accommodation with the Palestinians that 
would forsake some of the land of Israel. 

The fundamentalist movement has ex- 


posed a raw nerve. It maintains that the 
Jewish settlement of Israel has no moral 
justification except as the fulfilment of 
God's promise to his people. Mr Rubinstein 
condemns this "creation of the post- 
independence period", as deriving its force 
from the by now anachronistic Jewish re- 
actions to a hostile environment in the 
Middle Ages. Instead he advocates the reas- 
sertion of what he believes to be humane 
Jewish values which will allow the state to 
accord equality to all while maintaining a 
Jewish character. 

This is a noble aim, but is it achievable? 
Mr Rubinstein sought to promote these val- 
ues during his own career as a member of 
the Knesset and as a government minister. 
He co-founded the Shinui party in 1974, 
which aimed to capture the middle politi- 
cal ground, between Menachem Begin's 
right-wing militant Likud party and the so- 
cialist Labour movement. Later he joined 
forces with Meretz, a party which stands 
for respect for human rights, finding a 
peaceful accommodation with the Pal- 

estinians and protecting 
the secular culture of Is- 
rael. 

However, like 
much of the enlight- 
ened Israeli left, Mr 
Rubinstein shares 

with the recent funda- 
mentalist movement à 
rather uncritical attitude to 
the Zionist enterprise in 
Palestine and later Israel. 
He points out that today 
Jews can “flourish in 
democratic [non-Jewish] 
countries without having to 
relinquish their Judaism". If so, 
can Israel be Jewish without de- 
nying to non-Jews there what Jews 
have in those democracies? The problem, 
sidestepped by Mr Rubinstein, is that tradi- 
tional Judaism espouses an exclusive mo- 
rality that does not treat Jews and non- 
Jews alike. This makes it difficult, if not im- 
possible, to reconcile the aspiration to 
equality with the aspiration to a Jewish 
state. 

If there is to be a solution, it could 
emerge only through a dialogue that allows 
Arab views and feelings to count. In this Mr 
Rubinstein is a good representative of Zion- 
ism. He stresses that the Jews were driven 
to Palestine by persecution and the threat 
of annihilation, ignoring the impact on the 
inhabitants of this “poor and sparsely pop- 
ulated country”, and shrugging off their re- 
action as hostile and irrational. If this self- 
regarding morality really is, and remains, 
an essential part of the Jewishness of Israel, 
then there is little prospect of an enlight- 
ened and equal Israel—or of a just settle- 
ment to the Palestinian problem. 











Political memories (1) 


Empty pages 


MEIN TAGEBUCH, 1998-2000 (My DIARY). 
By Helmut Kohl. Droemer; 352 pages; 
DM44.90 


S THE jacket of this 
book—showing the au- 
thor's substantial hands on 
a nearempty appoint- 
ments diary—makes clear, 
this is not a genuine journal, 
as the title suggests, but 
rather a highly subjective 
re-telling of events by an embittered, 
vengeful, vainglorious old man. It is sup- 
posed to be Helmut Kohl's answer to the 
"unparalleled campaign of lies", which he 
claims has been mounted against him by 
his political opponents and the German 
press with the aim of criminalising him 
and discrediting his 16 years as chancellor. 
But it sheds no new light on Germany's big- 
gest post-war political corruption scandal, 
which has rocked Mr Kohl's party, the 
Christian Democrats, to their core and 
brought low the once great man who was 
their leader for a quarter of a century. 

Despite the book's curiously flat, dis- 
passionate tone, the author's sense of out- 
rage that he, the longest-serving German 
chancellor of the 20th century, father of 
German unification, and honorary citizen 
of Europe—one of only two in the ЕШ? his- 
tory—should be now so ill-treated is palpa- 
ble throughout. And all, according to him, 
because of his little "mistake" in handing 
over DM2.1m in anonymous (and therefore 
illegal) donations direct to good works for 
the party rather than channelling it through 
the official accounts. And now he was be- 
ing further pilloried because he had in- 
sisted on keeping his “word of honour" to 
the donors, all good friends and respected 
citizens, not to reveal their names. 

Yet Mr Kohl does not say why these re- 
spected citizens should have been so anx- 
ious to keep their names secret if they had 
nothing to hide. Or why they have not now 
come forward to save their good friend and 
the party to which they gave so much. No 
word, either, on where the money from 
party slush funds eventually went. If, as Mr 
Kohl claims, it was needed after unification 
to build up Christian Democracy in the for- 
merly communist east, why such secrecy? 

“Mein Tagebuch” is a mean, hypocriti- 
cal, inconsistent account which, far from 
helping restore Mr Kohl’s reputation, only 
diminishes him further. Readers will have 
to hope that the former chancellor’s full- 
blown memoirs, which are due to be pub- 
lished the year after next, will turn out to be 
more revealing and less self-serving. 
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Political memories (2) 


Mr Right 


FROM THIRD WORLD TO First. THE SINGA- 
PORE STORY: 1965-2000. By Lee Kuan Yew. 
HarperCollins; 729 pages; $35 and £25 


T IS easier to admire Lee 

Kuan Yew than to like 
him. Blessed with a power- 
ful mind, driving energy 
and a strong personality he 
made the Singapore story 
one of success, and estab- 
lished himself as one of the 
world’s great pundits. Worse still for his de- 
tractors, he has brought out a political 
memoir that, for a book of this kind, is 
written with a trenchant, lucid style and a 
flair for the exciting tale, even when the raw 
materials are textual negotiations or mara- 
thon debates. The first volume came out in 
1998, the second this year. Anyone who is 
interested in the contemporary world and 
particularly Asia will find them surpris- 
ingly readable. 

So what is there to dislike? Margaret 
Thatcher perhaps puts her finger on it. One 
of many gushing world luminaries quoted 
on the dust-jacket, she notes how, when 
she was the British prime minister, she 
studied every word of Mr Lee's speeches, 
and "he was never wrong". Always being 
right is not a winning trait, especially if you 
insist on always being shown to be right, 
and in pursuing that aim are relentless, 
ruthless and intolerant towards those you 
take to be of weaker intellect or character. 

This second volume begins at a point 
not of triumph, but of failure. August 9th 
1965, celebrated now as the day of Singa- 
pore’s independence, was for Mr Lee, “a 
moment of anguish”. Independence came 
about through expulsion from a two-year- 
old federation with Malaysia. At the time 
he, of all people, broke down and wept in 
front of the television cameras. Mr Lee was 
42, and prime minister, as he puts it, of an 
“island without its hinterland, a heart 
without its body.” Singapore was a speck 
on the map in a dangerous part of the 
world, without its own army. Its people 
were a diverse range of immigrants, with a 
history of communal tension. Its very sur- 
vival seemed unlikely, in the face of “con- 
frontation” from its giant neighbour, Indo- 
nesia, and dependence on the presence of 
British military bases, which, in fact, were 
withdrawn a few years later. This insecu- 
rity helps explain, although to the demo- 
cratic-minded it does not justify, the 
twitchy, prickly authoritarianism of Singa- 
porean government under Mr Lee. 

But by the time he stood down as 
prime minister in 1990, Singapore was a 
thriving first-world city, one of the most 





prosperous places in Asia, and, in terms of 
Gpr per head, had overtaken Britain. When 
economic crisis shook the region in 1997, 
Singapore's economy, almost alone among 
the region's vaunted "miracles", was shown 
to be built on solid foundations. By then, 
Mr Lee himself, still “senior minister" in 
Singapore's cabinet, was revered not just as 
the supremely successful administrator of a 
city-state, but as a visionary geopolitical 
strategist. 

So "The Singapore Story" is one in 
which Mr Lee takes understandable pride. 
It is arranged thematically rather than as a 
linear narrative, and ranges not just over 
the economic and political development of 
Singapore, but that of the whole region. By 
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1965, he had already vanquished his most 
dangerous domestic opponents. Since then, 
he has been contemptuous of those who 
have challenged his wisdom, or of those on 
his own side who have disappointed him, 
such as his friend, the former president De- 
van Nair. 

There is an elegiac tone at the end of 
these memoirs. That is fitting enough for 
those of a septuagenarian reflecting on a 
life of enormous achievement. But there is 
also a sense of regret: perhaps, that Singa- 
pore was too small a stage for the role he 
felt equipped to play. In retrospect, his 
tears in 1965 might have been for the loss of 
that opportunity. They make him seem al- 
most likeable. 





Trauma and stress 


Help that hurts 


A WAR OF NERVES: SOLDIERS AND PSYCHIATRISTS 1914-1994. By Ben Shephard. Jonathan 


Cape; 512 pages; £20 


HELL-SHOCK—or post-traumatic stress 

disorder, as it is rather unhandsomely 
known today—has been recognised since 
the first world war. But it is astonishing 
that, after more than 80 years of trying to 
help people recover from disastrous and 
traumatic events, it can still sometimes be 
done so badly. Can the very bodies set up 
to try and provide help, paradoxically end 
up causing harm? Has the American coun- 
selling industry actually amplified the diffi- 
culties of the Vietnam veterans? Did the 
British, by rushing their Falkland heroes 
home by plane, fail to give them that essen- 
tial time with their comrades to decom- 
press and grieve before re-entering their 
old, gentle civilian existence? By pulling 
more and more terrified men away from 
the front during the first world war, did the 
army only confirm to them the seriousness 
and irrevocable nature of their hysterical 
conversion syndromes? 

These and many others are the ques- 
tions that are unflinchingly addressed in 
this disturbing and original 
book. Ben Shephard, a his- 
torian and producer of war 
documentaries, explores 
the psychic traumas and 
dramas created during the 
two world wars and since. 
His book is readable, clear 
and meticulously re- 
searched, with extensive 
detailed references. It is also 
provocative, deeply shock- 
ing, moving and always 
compelling. 

“War of Nerves” is writ- 
ten very much as a de- 
tective story. Mr Shephard 


holds his own views back until the end. 
Here, the twist in his tale makes sense of the 
detail that has been necessary before. His 
striking and unconventional conclusion— 
tkat the counselling industry often per- 
petuates trauma-induced illnesses—is both 
refreshing and brave. 

The clear historical approach is full of 
personal references to soldiers’ own ac- 
counts. He quotes often from the victims’ 
own letters and diaries. One’s sympathies 
are completely engaged. He describes the 
arrival of Harold Hills, the newly appointed 
neurologist, at the western front. 


A staff officer said, "What's a neurologist?” 
*Someone who has a special study of the ner- 
vous system." 

*Anything to do with nerves?" 

“Yes.” 

He went to the door and called out: 

“They have sent a man to look at our nerves." 
There were shouts of laughter. 


Most amazing is that some men actu- 
ally could cope with the ghastliness of the 
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trench, night-flying in the Battle of Britain or 
lurking in the Korean jungle. The factors in- 
volved in coping that Mr Shephard looks at 
include leadership, immediate local help, 
close comrades and, above all, not being 
whisked away from the action. So, too, is 
what man puts man through. That there are 
those who can manage without collapsing 
in such circumstances is humbling, and it is 
the poignant tales of comradeship that so re- 
inforce this work's strong message. This re- 
viewer, at least, hopes that itis widely read. 
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Vietnam war 
Unsparing 


Our ViETNAM: THE WAR 1954-1975. By 
AJ. Langguth. Simon & Schuster; 768 
pages; $35 


ESPITE the resumption of diplomatic 

relations and President Clinton's wel- 
come in Vietnam, the legacy of the war 
hangs over America. It helps explain why the 
war over Kosovo was designed so that not a 
single American life was lost in combat. On 
college campuses, the Vietnam war is a hot 
subject. Basic questions, once thought set- 
tled, such as the folly of the initial decision to 
intervene, have been re-opened. 

A.J. Langguth, who served as Saigon bu- 
reau chief for the New York Times in 1965, re- 
turning in 1968 and 1970, has sought to pro- 
duce “а straightforward narrative that 
would let readers draw their own conclu- 
sions." His improbable claim is to have ap- 
proached the book with no theory to prove, 
but this book's strength is the thoroughness 
of its reporting, on both sides of the war. 

Particularly vivid is Mr Langguth’s treat- 
ment of the settlement agreement, which 
bears recounting ina brief review as it says so 
much about the entire conduct of the war. 
On October 7th 1972, Henry Kissinger and Le 
Duc Tho agreed on its essential terms. Presi- 
dent Nixon was so ebullient that he departed 
from his usual practice of providing his se- 
nior advisers with a cheaper wine than he 
served himself and actually shared his Lafite 
Rothschild. The South Vietnamese govern- 
ment, which had not been informed of the 
course of the negotiations, feared that the 
settlement would endanger its survival and 
refused to acquiesce. 

On October 25th, Radio Hanoi broadcast 
the terms of the agreement and accused Sai- 
gon of torpedoing it. The next morning, Mr 
Kissinger went public, proclaiming that 
peace was at hand. Mr Kissinger had cabled 
the president after an unsuccessful attempt 
to pressure the South: “While we have a 
moral case for bombing North Vietnam 
when it does not accept our proposals, it 
seems to be really stretching the point to 
bomb North Vietnam when it has accepted 
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Counter culture 


SHOPGIRL. By Steve Martin. Hyperion; 
130 pages; $17.95. Victor Gollancz; 165 
pages; £9.99 


O WE need another book blowing 
the lid off the shallowness of Califor- 
nian life? Probably not. But if anyone is 
entitled to write about fake boobs, fake 
sentiments and anti-depressants, it is 
Steve Martin, the actor and comic who is 
becoming an amiable West 
Coast answer to Woody Allen. 
“Shopgirl”, Mr Martin's 
first novella, is about Mira- 
belle, a lonely, decidedly 
drippy counter-girl selling 
gloves at a Los Angeles depart- 
ment store and searching for 
true love in a loveless town. It 
reads like a sequel to "LA Story" (1991), a 
satirical movie on the same topic that Mr 
Martin wrote and starred in. Once again, 
his theme is the lack of depth of even or- 
dinary Californian citizens—Mirabelle is 
exceptional because she looks at the pic- 
tures in art galleries—and their inability to 
connect except through sex. 
Sadly, the topic seems clichéd and, on 
a coast where silicon is as likely to end up 
in microchips as bosoms, outdated. Nor is 
prose Mr Martin's strength. He has 
worked hard on his style, and some of his 
descriptive licks and turns of phrase are 
comically original. But too many others 
are forced or just clumsy ("She then enters 
her apartment, which for no good reason 
doesn't have a window to the view.”) 











Sharper humour might have saved 
this book. But Mr Martin tries to be poi- 
gnant as well. The result is satire that tries 
to leaven its bleakness with laughs. 
Though easy to read, “Shopgirl” is as un- 
der-weight as its subject matter. The truth 
is, Mr Martin lacks the fidgety brain and 
misanthropic bite that makes Woody Al- 
len so funny. For true satire you really do 
have to hate your fellow man—or your- 

self. Mr Martin makes funny 
films; as a satirist, he is much 





our proposals and when South Vietnam has 
not." However, as the South continued to re- 
sist, Mr Kissinger recommended large-scale 
bombing of the North, and the president de- 
cided to hit Hanoi and Haiphong with в-525. 
On December 17th, the Christmas bombing 
began. Before it ended, some 1,500 North 
Vietnamese civilians were dead. The bomb- 
ing accomplished nothing. 

On January 8th 1973, Mr Kissinger and Le 
Duc Tho again met in Paris. According to a 
North Vietnamese participant interviewed 
by Mr Langguth, Mr Kissinger began “It was 
not my responsibility...It was not my fault 
about the bombing.” Tho replied, “You, and 
noone else, stained the honour of the United 
States.” The two sides signed on essentially 
the October terms. Mr Kissinger’s memoirs 
deny that the meeting was chilly, calling the 
atmosphere “rather warm". On this, readers 
can make up their own minds. 

Mr Langguth’s overall conclusion is un- 
sparing: “America’s leaders, for 30 years, had 
failed the people of the North, the people of 
the South, and the people of the United 


States.” His reportorial approach, combined 
with a decision to avoid what-ifs, skirts 
questions such as the validity of the domino 
theory in 1965 or America’s military progress 
after 1968. But “Our Vietnam” is the most 
complete and compelling narrative on the 
war, seamlessly synthesising the writings of 
his predecessors with his own research. 
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The information revolution 


So what's new? 


A NATION TRANSFORMED BY INFORMA- 
TION. Edited by Alfred D. Chandler, Jr. and 
James W. Cortada. Oxford University Press; 
392 pages; $39.95 and £25.99 


Г HAS taken about a decade of marvelling 
at the novelty of the information revolu- 
tion forthe realisation to dawn that much of 
what is happening may be new only in de- 
gree. “A Nation Transformed by Informa- 


tion” is one of several interesting studies that 
have come out in the past two or three years 
putting our present transformation into a 
historical context. It is a reminder that the 
railway altered concepts of distance, and the 
telegraph speeded the flow of information, 
much more dramatically than the Internet 
has done. 

The editors, one the grand old man of ac- 
ademic business history at Harvard and the 
other an 18m consultant, have worked hard 
to amalgamate a group of essays on the ways 
in which information has shaped American 
life in the past two centuries. The earlier es- 
says in particular are full of intriguing detail. 
Thus Richard John, describing communica- 
tions in the 19th and early 20th centuries, ex- 
plains how Theodore Vail, дтат” first presi- 
dent, resisted the replacement of human 
telephone operators by automatic switching. 
On the analogy of ringing for a servant, he ar- 
gued that telephones should be kept so sim- 
ple that users would not even have to dial a 
number. 

Despite such blinkers, telephones 
spread faster in the United States than in 
most of Europe. In 1909 the hotels of New 
York city had more telephones than all of 
Spain. Indeed, American hotels rapidly in- 
stalled room telephones as firms came to ex- 
pect daily reports from sales representatives. 

Where the essays link innovations in 
communication with social and economic 
trends, the book is at its best. A fascinating 
essay by JoAnne Yates describes the inter- 
play between the development of corporate 
management techniques and the evolution 
of devices to record, store and analyse in- 
formation. As companies grew in scale, so 
did the managerial appetite for information. 
The invention of the typewriter tripled the 
rate at which information could be re- 
corded, while the replacement of ledgers by 
filing cards standardised storage and re- 
trieval. From punched cards, a business 
which 18M controlled 90% of on the eve of 
the second world war, the computer is di- 
rectly descended. 

The later chapters, which cover more fa- 
miliar ground, are less intriguing. But they re- 
inforce a theme found throughout the book: 
the advantage of open systems as against 
proprietary ones in encouraging innovation. 
IBM did this by making the personal com- 
puter an open system; but so, in an earlier 
age, did rca, which dominated the first gen- 
eration of broadcasting, and announced in 
1946 that it would license its television tech- 
nologies to any who wanted them; and so 
did Атат, which decided in 1952 to license 
the transistor, the technology that would be 
at the heart of the computer. It is such deci- 
sions that have helped give America's com- 
munications industries their commercial vi- 
brancy; and that vibrancy, in turn, which 
explains the cultural voice-power of the Un- 
ited States. 








Ventriloquism 


Engastrimythos for dummies 
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DUMBSTRUCK: A CULTURAL HISTORY OF VENTRILOQUISM. By Steven Connor. Oxford 


University Press; 449 pages; $35 and £25 


OWARDS the end of this most unex- 

pected book Steven Connor announces 
that ventriloquism has had its day. Anima- 
tronic technology has permitted the break- 
ing of the lifeline between performer and 
dummy; all that remains—all!—is a variety 
of demonic possession. 

In popular culture the dummy had been 
gradually becoming more sinister. Pinocchio 
transforms into Charlie MacCarthy (there is 
a routine in which Edgar Bergen discovers 
his puppet reading a book called “Ventrilo- 
quism: Its Cause and Prevention". In the cin- 
ema “Dead of Night" becomes "Child's 
Play". More than sinister, when it was learnt 
that the killers of Jamie Bulger, an English 
toddler who was tortured and murdered by 
two ten-year-old boys in 1993, had been 
watching videos of this series of films in 
which a doll called Chucky becomes a 
vengeful and malevolent spirit. The facial 
similarities between Chucky and Jamie 
were unmistakable. 

Mr Connor traces ventriloquism, or en- 
gastrimythos, from the Middle East to 
Greece, and his broad itinerary takes him to 
some strange times and places. He considers 
how the disembodied voice of the Judaic 
God, speaking from the clouds, became the 
all too human Christian one, scourged and 
bleeding, rather more seen than heard. He 
encourages the reader to wonder who was 
the Pythian priestess who interpreted the 
Delphicoracle, vent or dummy, spirit or me- 
dium? Her puzzling replies always scanned 
beautifully. And what about the witch of 
Endor? Here the book ventures deep into 


academia with Origen's disquisition on this 
event, how Eustathius of Antioch demol- 
ished his arguments, and how Titus Oates 
and Lodowick Muggleton got in on the 
act—a long way from the burlesque theatre. 

Already in the womb people are 
haunted by disembodied voices, and in re- 
cent times the tape recorder, the telephone 
and film (in which sound and vision are re- 
corded on separate tracks) have exacerbated 
the ambiguities. Marconi was not fooling 
when he chose, for the first image transmit- 
ted by television, a ventriloquist's dummy. 

Mr Connor further suggests that all 
ventriloquists’ dummies are interchange- 
able—the cheeky boy, upon whom violence 
can guiltlessly be visited (it would not do if 
they were girls or small animals). But he adds 
that it is never clear who precisely is talking 
through whom, a point brilliantly made in 
the Tim Robbins’s film “The Cradle Will 
Rock”, in which the dummy becomes dan- 
gerously radical (Mr Connor appears not to 
have seen this fine work. He has seen and 
read everything else). 

How the world of mediumistic displays, 
of possession and exorcism, of glossolalia 
and witchcraft, led us to Victorian parlour 
entertainments and thence to “Toy Story” is 
the absorbing substance of this book. This 
reviewer was admiring of it,and then tickled 
to notice that the publishers spell-check 
scftware program had added nonsenses to 
the text (Peter Brought, for example, for Peter 
Brough). Is the programmer now the ventril- 
oquist, and the computer the dummy? 
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Théodore Monod 





ONG ago, long before the earth = 
had acquired its hordes of 
friends, long before nations were 
blamingeach other for destroying 
the environment, Théodore Mo- 
nod was giving wamings about 
the growing menace of pollution. 
An odd man, some said. And in- 
deed there was something mildly 
alarming about his passion for 
what he considered the pure life. 
The problem for purists in an im- 
pure world is that they are neces- 
sarily against many things. Mr 
Monod had a long list. He was 
against the personal pollutants of 
tobacco and alcohol and never 
touched either. He was against 
eating meat; animals had to be re- 
spected, he said. Hunting should 
be banned. Bull-fighting was sim- 
ply appalling. 

He was a foe of nuclear 
power, which his native France 
uses to produce three-quarters of 
its electricity, and inevitably of 
France's nuclear-weapons tests in 
the South Pacific. He fasted each 
year on August 6th, the anniver- 
sary of the atom bombing of Hi- 
roshima, a day he said marked 
the end of the Christian era. 
Christianity, of a fairly individual 
sort, guided Mr Monod’s long life, 
and he could defend his intoler- 
ance of the world’s waywardness 
by pointing out that eight of the 
Ten Commandments are in fact 
prohibitions. 

His father was a priest, but a 
Protestant one in mainly Roman Catholic France, and an outsider 
even within his own minority dogma. He told his son he could, if 
he wished, choose Islam or Buddhism rather than Christianity. 
Young Théodore emerged from this confusing instruction with a 
notion of a world with one composite religion whose adherents 
would protect the earth and, he hoped, be vegetarians. 

Itcannotbe said that much of this agenda has caught on. Presi- 
dent Jacques Chirac praised Mr Monod this week as “a guide and a 
sage”, but the French themselves remain enthusiastic carnivores 
and Europe’s keenest hunters. Mr Monod was listened to, if not 
heeded, because he was one of the world’s most eminent natural- 
ists, following perhaps the least blameworthy of scientific occupa- 
tions. And he did much of his work in that most intriguing of 
places, the Sahara, the world’s largest desert. 


Through life on a camel 

Théodore Monod first glimpsed the Sahara when he was 20. He 
joined a team of researchers sent to Mauritania by the Museum of 
Natural History in Paris, an institution he was to be associated with 
all his life. After a year most of the team returned home, but Mr 
Monod stayed on. He acquired a camel and started on the first of 
his many safaris looking for interesting things. 





Théodore André Monod, a naturalist 
sage, died on November 22nd, aged 98 


He was hooked, as many Eu- 
ropeans have been. But, being a 
Monod, his view of the Sahara 
was different from that of his 
celebrated compatriot Antoine de 
Saint-Exupéry or of 14516 Al- 
másy, the Hungarian portrayed 
in the novel and film, “The Eng- 
lish Patient’. Saint-Exupéry 
wrote evocatively about the Sa- 
haran wilderness as seen from an 
aeroplane. Both he and Almásy 
were as fascinated by the me- 
chanics of exploring a previously 
almost impenetrable territory as 
they were by the territory itself. 

Théodore Monod's explora- 
tions were more in the style of 
those of a British archaeologist, Sir 
Wilfred Thesiger, who in the 
1940s went on foot and by camel 
across the “empty quarter” of the 
Arabian desert. Мг Monod 
loathed the petrol engine. He once 
came across the tracks in the sand 
of a model т Ford that had 
crossed the Egyptian desert in 
191, the first car to do so, and was 
most displeased. He was equally 
unhappy about the annual Paris- 
Dakar motor rally in which doz- 
ens of rugged vehicles roar 
through the Sahara, churning up 
the sands. 

He set aside his prejudice only 
during the second world war 
when his knowledge of the desert 
was put at the disposal of the Brit- 
ish fighting the Germans and Ital- 
ians in North Africa. He loathed 
the fascists even more than he did the car. Otherwise, he believed 
that theonly transport compatible with desert life was the camel, 
travelling at three miles an hour. He saw himself as a kind of white 
Bedouin. He was married in the traditional costume of a camel- 
rider (although his bride preferred white). He said that if you could 
survive in the desert, as he did, it proved that you did not need 
meat for stamina. 

In the course of more than 70 years of active adult life, Mr Mo- 
nod covered many thousands of miles, even at camel speed. He 
found hundreds of previously unknown plants and animals, 
about 80 of which are named after him. He dabbled in the associ- 
ated discipline of archaeology and discovered a series of rock 
drawings. He wrote numerous books and scientific papers, and 
collected just about every honour in his field of study. 

In French newspapers Théodore Monod was sometimes 
called the Methuselah of the desert. If only he were, he said. Late in 
life, he felt that he was only just beginning to get to know the Sa- 
hara, and needed a few hundred years more of study. “The desert 
is beautiful because it is clean and never dies," he said. But it 
needed to be watched. Humans had been rather careless about 
living things. But were they perhaps more caring these days? 
"Probably not," he said gloomily. 
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171/2 Weeks 


* 


See how to do things ^s Lenin Viner шен Innovate, create & 
in new ways 3 implement better & faster 


Real World. Real Learning 


р 


For full details on the EMBA Program or other Executive Development Progi 
please contact: E.C. Vuichoud | 
Tel: +41 21/618 03 42 Fax: +41 21/618 07 15 E-mail: emba. m 
IMD-International Institute for Management Development, Lausanne, wi hs 


www.imd.ch/emba 





Templeton College | University of Oxford 


‘The important thing is 
not to stop questioning ' 


Albert Einstein 


World Views | Individual Focus 


Oxford has for generations prepared the world's leaders 

to harness change to the advantage of their corporations, 
their nations and the wider world. Now a unique portfolio 
of executive programmes delivered by Templeton is helping 


extend this role as a centre of learning into the new economy. 


Templeton's four-week Oxford Advanced Management 
Programme offers a comprehensive toolkit of business 


models and techniques to propel careers onto the fast track; 


the one-week Oxford Strategic Leadership Programme 
provides the opportunity to reinvent your leadership style; 
and the Oxford Senior Executive Finance Programme 
focuses for a week on the financial connections that lie at 
the heart of the enterprise. 


In a parkland setting minutes away from the dreaming 
spires of Oxford, we bring together global thought leaders, 
an innovative faculty and some of the world's most senior 
and high calibre course participants. 


By combining a truly global perspective and the individual 
tuition for which Oxford University is internationally 
renowned, we offer a personal development experience 
that you will never forget. 


Name Job title 


For further information, please visit 
www.templeton.ox.ac.uk /executive, or return to: 


Dorothy Cooke 

Templeton College, University of Oxford 
Oxford OX1 5NY, England 

Tel +44 (0)1865 422734 

Fax 444 (0)1865 422501 

Email enquiries@templeton.oxford.ac.uk 


Please send details of (tick box) 
The Oxford Advanced Management Programme 
The Oxford Strategic Leadership Programme 

|_| The Oxford Senior Executive Finance Programme 


Company 





Address 








Zip/Postcode 





Fax 





Email 








Templeton College | University of Oxford 
www.templeton.ox.ac.uk/executive 





FONTAINEBLEAU 
SINGAPORE 





RISK MANAGEMENT 
IN BANKING 


- 13 JANUARY 2001 


IN SINGAPORE 


1-9 JUNE 2001 


IN FONTAINEBLEAU 





W Led by Professor Ingo Walter, this programme 

gives a comprehensive understanding of the sources 

of market and credit risks facing banks in the modern global 
financial environment and how they may be controlled. 


While the programmes in both locations share 
the same themes, the programme in Singapore 
will have more of an Asian focus. 


You will explore in detail the following topics: 

e New ways of evaluating and managing position risk 

e Mastering credit risk evaluation 

e Understanding Value-at-Risk 

e Managing off-balance sheet exposure 

e Discussing reputation risk management, uncontained losses, 
and consequences on shareholder value. 


STRATEGIC MANAGEMENT 
IN BANKING 


4-16 MARCH 2001 


IN FONTAINEBLEAU 


WE Since the banking industry has its own needs, 

this programme, designed by Professor Jean Dermine, 
has been developed to enhance some key bank- specific 
management skills. They will help bank executives 

to analyse the forces transforming the industry, 

as well as to develop a strategic mind in this fast 
changing environment. 


The main topics are: 

Strategic Analysis of the Financial Services Industry 
e Competitive analysis of the banking industry 

e The impact of the euro 

e Specialisation vs universal banking. 


Developing Bank-Specific Management Skills 

e Asset-Liability Management: profitability and risk control 
e Information Technology Management 

e Marketing of financial services and e-banking. 





SPECIAL FEATURE 


For both programmes, the use of the ALCO Challenge computer simulation (Asset-Liability Committee), 
designed by INSEAD, recreates an international banking environment complete with its strategic and regulatory 
dimensions. Participants experience first hand the dynamics, links between product profitability, risk, 
capital adequacy, taxation and the stock market value of banks. 
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To e or not to be? 


The Wharton Fellows in eBusiness Program 


Due to high demand, additional programs have been scheduled: 


Spring 2001 Fall 2001 

Philadelphia: May 6-12, 2001 Philadelphia: September 9-15, 2001 
Silicon Valley: June 3-9, 2001 Silicon Valley: October 7-12, 2001 
Europe: July 8-14, 2001 Israel/Europe: November 3-10, 2001 
Program length: 


Three face-to-face sessions totaling 3 weeks, over a period of 3 months 


Led by Academic Director, Professor Jerry Wind, this new post-MBA program 
prepares senior executives to lead in the transformation of their organizations in 
the changing global e-business environment. The program is based on a radically 
new model of management education: 


Deep, relevant, research based knowledge in a global context 
Flexible, hands-on real-time, company specific learning 
Immediate impact on business 

Yearlong membership in the eFellows Learning Community 


Visit http://efellows.wharton.upenn.edu 
or call Scott Koerwer at 1-215-898-5509 to find out more. 


Wharton Fellows 


A Wharton eBusiness Initiative 


http://efellows.wharton.upenn.edu 
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INSEAD 


FONTAINEBLEAU 
SINGAPORE 












With companies competing for world-wide advantage, a key element in distinguishing 
those that succeed is their capacity to grow, building upon their strengths and those of their partners. 
INSEAD addresses the concerns of today's business leaders through the following strategy programmes dealing 
with Strategic Issues in Mergers and Acquisitions and Managing Partnerships and Strategic Alliances. 
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NEW 18 e 23 FESRUARY 2001 s 1м SINGAPORE 


рү 29 APRIL e 4 MAY 2001 «IN FONTAINEBLEAU 


1.6 duty 2001 «IN SINGAPORE 





lll How can you be sure today's dream deal will meet your 
future expectations? Mergers and acquisitions are often 
dominated by financial and legal ramifications, swamping 
the strategic logic. 


The Strategic Issues in Mergers and Acquisitions programme, 
led by Professor Philippe Haspeslagh, views acquisitions 

as a process, not just a deal. Each step in the process 

is related, whether it is the acquisition strategy, the search, 
the strategic evaluation, the financial valuation, 

the negotiation or the integration. 


The programme provides an original three-pronged approach 
to the strategic and organisational issues: 
e Mastering the process used to identify potential acquisitions 
e Exploring the strategic and human factors that can sink 
even ironclad deals 
e Managing strategic and organisational integration: 
making sure the new entity fits. 





| MERGERS AND ACQUISITIONS AND STRATEGIC ALLIANCES | 


NEW 25 FEBRUARY e 2 MARCH 2001 « ім SINGAPORE 


27 MAY è 1 JUNE 2001 e IN FONTAINEBLEAU 


Z o 7 DECEMBER 2001 «IN FONTAINESLEAU 





E Alliances and partnerships - even with rival companies - 
are frequently the cornerstones of competitive advantage 

but are often fraught with difficulties. Yet in the ever- | 
changing global markets, strategic partnerships are not | 
an option but a necessity. | 


The Managing Partnerships and Strategic Alliances pro- 

gramme, led by Professor Yves Doz, focuses on 

how to make successful outcomes likely. Together, through 

case studies, plenary discussions and small group work, par- 

ticipants will examine the alliance leadership agenda: 

e Creating, capturing and leveraging value 

e Selecting partners 

• Weaving the alliance web 

e Structuring the alliance 

Designing its management processes 

Bridging gaps, building trust and fostering cross-cultural 
understanding 

e Managing the process over time. 
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NIMBAS BRADFORD 


The Associate Institute of the 
University of Bradford 


Put vour business career on track with the 
world's most International MBA 


Individually ranked 7th and 31st in Europe and the world respect- 
ively*, NIMBAS offers the unique opportunity of earning the 
prestigious University of Bradford MBA degree at various locat- 
ions across continental Europe, Fluent English; a degree and work 
experience are required 


One-year Full-time MBA 

in Utrecht, the Netherlands 

Two-year Part-time MBA 

in Utrecht, the Netherlands and in Berlin, Bonn and 
Mainz, Germany 

Two-year Executive MBA 

seven 9-day sessions in 4 European countries 


Individual consultations also available — please contact us for 
further details 


Financial Times survey 24/01/00 NIMBAS ix AMILA (Lowder 


NIMBAS Graduate School of Management 
Nicuwegracht 6, 3512 LP Utrecht, The Netherlands 
Telephone +31 (0)30 230 3050 © Fax: +31 (0)30236 7320 


E-mail: office@nimbas.com * Website: www.nimbas.com 


TA Kingsto n DBA 
| gg | 





The University of Reading 


4 


THE BUSINESS SCHOOL 
ШШ FOR FINANCIAL MARKETS 


Innovative programmes for those seeking 
careers in the global financial markets: 


E MSc International Securities, 
Investment and Banking 


E MSc Risk Management, 
Operations and Regulation 


E MSc Financial Engineering 
and Quantitative Analysis 


Champagne for the best trader on 
Wednesday 13 December, 2000. 
Visit our website for further details. 
The University of Reading, ISMA Centre, 
Whiteknights, PO Box 242, Reading RG6 6BA, UK 
Tel: +44 (0)118 931 6675 - Fax: +44 (0)118 931 4741 


email: admin @ismacentre.rdg.ac.uk 

web: www.ismacentre.rdg.ac.uk 

ISMA Centre: the Business School for Financial Markets is supported by 
the International Securities Market Association, the trade association 


and market regulator for some 640 international banks, 
houses and investment banks active in the global securities mz 


KINGSTON 
BUSINESS SCHOOL 


The DBA - Doctor of Business Administration 
is the next generation of postgraduate education to make its presence 
felt in the UK. It represents a natural progression for those with an MBA 
or business-related Master's degree and is designed to contribute to the 
growth of business professionals. 

© a true doctorate programme, equal in status with a traditional PhD 

© study with high calibre course colleagues 

@ guidance from top-level academic staff 

@ on successful completion you will gain the title of ‘Doctor’ 


Weekend attendance for first 18 months only — remainder of programme 
comprises self-paced production of a thesis under supervision. 


Now recruiting for entry in April 2001 


For more information telephone Teresa Drew on 020 8547 7226 
facsimile: 020 8547 7024 email: t.drew@kingston.ac.uk 
hetp://business.kingston.ac.uk 


KINGSTON 
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offers the Wes 
to the designa 
(CTM). 









Treasury Management, 









Fax: 





The CTM Program coverage includes courses in 
Foreign Exchange 
| Management and Risk Management. 


. After successful completion. of study and 
` examinations, the candidates earn the CTM charter 
апа the right to use the CTM designation. 


NCTM 


The Association of — 
Chartered Treasury Managers 
Visit us at www.actm.org 


| К For more details and a free brochure, please contact us at 
Telephone : 1 408-241-4895 (International); T 877-410-3702. (US) 
1 419-710-8860 Email’: info@actm.org. 


АСТМИ, СТМ and Chartered Treasury Manager are trademarks. 


Є, Amsterdam 
CG Institute of Finance 


In cooperation wit th 


Upcoming Co irses 200 


(an 25 - 27 
| (an. 29 - Feb; 2) 













Negotiation Analysis 






Financial Risk Management 


Measuring and Implementing 
Economic Value Added 


Foundations of Finance 











(Feb. 12 - 14) 
(Feb. 15 - Mar.9) 
(March 5 - 7): 








Advanced Valuation 


Advanced. Corporate. Finance 
- Financial Restructuring - Going Public 
~ Financial Innovation... 


(March 19 - 23 
(March 26 - 30 : 


“(April 5-7). 
(April 9. 140) 
(April 17 - d ay 


Real Options 
Valuing Comme 
Venture Capital Inve: 
The Options Warkshop 
- Stock Option and Foreign Currency 


Option Pricing . 


(April di i958) 6 
- Option Trading т» and III 





e-mail: WW. aif. пі 


Invest a year and ме! transtorm your tuture 












INFORMATION EVENINGS 






Monday 15 January 2001, 6.30pm 


Monday 8 January 2001, 6.30pm 
Mark Hopkins Inter-Continental 
No. One Nob Hil 


Washington DC 

Wednesday 10 January 2001, 7.00pm 
The JW Marriott Hotel 

1331 Pennsylvania Ave, NW 


Oslo 
Wednesday 10 January 2001, 6.00pm 
Hotel Continental, Stortingsgaten 24/26 


ү Stockholm 
Thursday 11 January 2001, 6.30pm 
c Grand Hotel, S. Blasieholmshamnen 8 









: nation will.also be available om our 
MBA a Masters in Finance programmes, 








London Business School. |. 
| MASTERS 


San Francisco. 









This ‘challenging and intensive 10 month. programme is for highty-moiivated, succes ul. 

managers and professionals in their 30s or 40s and is designed to prepare. you for 

TUTTI |^ most. senior and international positions 1 in industry or for creating your own new venture. 
The Sloan sters degree, offered exclusively at three top-ranking t business schools gives you the opportuni 

to explore the latest management thinking with world-class faculty, You will acquire knowledge and skills i in. all ar 

of general management and райт insight into specialist areas through a wide-ranging portfolio. of elective e 

You will also share experiences with a select international peer group of the highest calibre, whose diversity and 

maturity give the Sloan Masters its distinctive edge and who will provide you with a valuable network for life. 
The Sloan Masters will transform your future. 


| 





For more information contact: 
Lucy Reynolds 

London Business School 
Regent's Park 

London NW] 45А, UK 

Tel +44 (0)20 7706 6952 
Fax +44 (0)20 7723 1153 


email: sloaninfoglondon.edu 
www.london.edu 


London| 
Business 


School B 


siness Sc ot exists to 
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business nanagertion 
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STUET NUS CERAN LINGUA 
IN THE TARGET LA и RN International information 
and reservations: 








from 19 years 
* RETIRED PEOPLE OF 55 AND ABOVE 
(Special conditions available) 
* JUNIORS from 1 to 18 years 
- FRENCH in BELGIUM 
D, 
M 





up io 45 private and/or group lessons 
and pedagogical activities 
& 
Putting into practice with our teachers: 
at breaks, meals and evening socio-cultural activities 
XIMUM PROGRE 









Tel: + 32- 87-79 11 22 
Fax: + 32- 87-79 11 88 
Since 1975 E-mail: 
Customer G ceran.be 














in USA: Languagency 


\ 1334 Internet: 
6 http//wWww.ceran.com 




















Recognized as the world's most flexible Distance 
Learning MBA or DBA/Ph;D. No bachelors degree 
required for the MBA (or Master's for DBA} if you have 
significant work experience. No time limits, minimum 


И, il | or maximum. MBA usually takes one year, ОВА two, 
FIN ANCE i| BS, M.S, Ph.D, Many fiel cere: Transfer students welcome. No required courses. 















alüationt S You will not have to study material you already know. or 
1 NO COST evaluation! Send тё do not need. No exams, instead you write papers. 

apply now 6400 UPTOWN BLVD НЕ, SUITE 398-W i Lear from successful business Ieadersiauthors 

for Fall 2000! | Dept. 34  ALBUG, NM 87110, USA (тапу are millionaires), Faculty members wanted: 

OF тар ДААП | Zn 3A@centuryuniversity.edy Rushmore University, Dakota Dunes, SD USA / 605- 


WWW.CSe.0 gi. e du IC ompFin / 2 C ЧІ ук ] 1-800-240-6757 : 232-5037 ec()rushmore.edu www.distancemha. 


ONLINE OPTIONS. 







*A Wonderful Educational Institute 
that Practices Excellence" 


-Matthew Hamilton Jr., PhD Candidate 


www.preston.edu 


Distance learning MBA, EMBA & PhD 


PRESTON 
xx UNIVERSITY 








Teaching French to adults for 30 years 
Overlooking the Riviera's most ANCA 
A UNIQUE TOTAL IMMERSION PROGRAM 
8 / hrs a day with 2 meals, 8 levels : Beg. I to Adv. II 
ACCOMMODATION IN PRIVATE APARTMENTS 
Next available 4-week course starts Jan. 8, Feb. 5 and all year 


06230 Villefranche/Mer ЕЛ2, France. Tel.: (33) 493 01 88 44 Fas: (33).493 76 92 17. 
. www.institutdefrancais.com 





















London Hotel School offers the 
opportunity to qualify to work in the 
world's biggest & fastest growing 
businesses. Choose from 5 UK & USA 

















Telephone: + 1-307-634-1440 
Fax: + 1-307-634-3091 


London Hotel School Email: admissions @ preston.edu 









accredited hospitality Diploma * Hospitality General 1204 Airport Parkway * Cheyenne, WY 82001 + USA 
courses of 12 theory units (start any Management Ei 3 

month) or Foundation English * Human Resources ا‎ Yi ; 

followed by a one year paid * Hospitality Finance APPOINTMENTS 

internship in a London hotel. * Sales & Marketing 


L.H.S., a fast track to management. Hospitality & Tourism 
BI London Hotel School Contact us for a brochure 
Î Î Springvale Terrace Tel: 44 020 7665 0000 


London W14 ОАЕ Online: www.londonhotelschool.com Mandate and Research Co-ordinator 
——— : = £25,222 pa, One year to cover sabbatical leave 
HIGH QUALITY 


To act as а key adviser on the application and development of Al's mandate and research 

. | policy. You will provide day-to-day advice to the international Secretariat, sections and 
SMALL GROU P membership bodies; contribute to the development of mandate policy, research guidetines 
FOR THE FINANCIAL MARKETS 











and study papers; and develop training programs and materials. The post is based in the 
Research and Mandate Program at Al's International Secretariat in London. English is the 
working language, although knowledge of other languages is an asset. Reference: RMP/00/8. 


For further information please visit our website at wiw.amnesty.org/aboutai/jobs, 
or send a stamped A4 SAE quoting the above reference to the Human Resources 
Program, Amnesty International, 1 Easton Street, London WCTX ODW, 


Closing date: 5th January 2001. 


The international Secretariat of Amnesty 


amnesty гү, 


International actively promotes cultural diversity x 2 
and Equal Opportunities. international B 




















Announcement to all 


owners of Patek Philippe watches. 


MR 


To mark the end of the twentieth century, Philippe Stern, President of Patek Philippe, has 
owners of Patek Philippe watches with a unique gift: the opportunity to own one of: the | ast ten. comp! 
created by the company in the twentieth century, and engraved as such. : 


All ten watches - ref. 5054 = will be presented personally by Philippe Stern, to those selected, ata paid reception o mark 
the opening of Patek Philippe's Watchmaking Treasures Museum. This will take place in autumn 2001. 


All we ask is that you send. us the reference, case and movement numbers of the Patek Philippe watches that 
you own and purchased prior to January. ist.2000, along with your пате, ' address and the name of your. preferred |. 
Patek Philippe retailer, You: will have as many possibilities to be selected as the. number atches that you own. 
This information should preferably be registered on the Patek Philippe website, or sent to us via fax or mail before 
December 31st 2000, using the relevant addresses listed below. 5 


Philippe Stern would like to take this. opportunity to thank all those who, through their custom and руй, ! have helped toc 
ensure that Patek Philippe will continue to practice its unique approach to the art of fine watchmaking for future genetations. 


PATEK PHILIPPE 
GENEVE 


Begin your own tradition. 3 TEM 
www.patek.com ^. Patek Philippe S.A., Р.О. Вох 2654, 1211 Geneva 2, ‘Switzerland (4a) 22 884 2060. 





Please see the Patek Philippe website for Terms and Condit 


The BAT Chair in Marketing | 
CEIBS is inviting applications and nominations for its BAT Chair in Marketing. CEIB 3i s seeking an outstanding 


a academic with a strong record of published research in marketing. The chair holder will help tien the: research and 
‘education activities that will position CEIBS as a leader in marketing thinking. 


| 5 CEIBS is China's leading business school. w 1999; it ranked as 13! in Asia (Asia Week) and was the only PRC-based school 
included in the top 50. i ; 


CEIBS was created in 1994 as a joint venture between the PRC government and the Europe Union. The school is run and managed | 
аз an autonomous educational institution. CEIBS is the only school in China to have “ Special Educational Zone” ‘status. CEIBS" 

objective is to be a full-fledged, self-financed business by the year 2005. As the premier business school in China, we obtain very 
active corporate support and count many of the world's leading multinationals among our sponsors. 


At this moment, CEIBS offers MBA (full-time), EMBA (part-time), and Executive Development. The MBA (18-month program) 
. takes in 130 students per year, the EMBA (two-year program) takes in 300 students per year, and Executive Development educates 
| over 4000 executives (both local and international) per year. The language of operation and instruction is English. Our main 
| e in Shanghai, designed by the architectural firm of I. M. Pei, is a state-of -the-art facility completed in 1999, 





"EUROPEAN AGENCY FOR RECONSTRUCTION 


The European Agency for Reconstruction with its Headquarters in Thessaloniki is an implementing body for reconstruction programmes funded by the European Union, The 
activities of the Agency are expected to be extended soon tothe whole of the Federal Republic of Yugoslavia. 


We are therefore looking for experts (Temporary Agents), who 

* must have the citizenship of one cof the Member States of the European. Union, 

Ы are fluent in written and spoken English, 

Ы preferably have some éxperience in working in the Balkans and/ór post-conflict or transition situations, 
and to.whom we offer a 1i-imonths contract (with the possibility of renewal) and a competitive salary: 


INTERNATIONAL LAWYER FOR PROCUREMENT AND CONTRACTS (Ret. No: PRI 002) 


Tasks: The expert will work in an international team of lawyers and contract experts within the Agency's Finance Division. She/he will be involved i in the everyday work of the 
Agency’s reconstruction activities in procurement and contracting issues and will report to the, Head of the Contracts and Procurement Unit. The tasks also comprise work in 
legal aspects of project planning and implementation. The working place will be one of the Operational Centers of the Agency (Belgrade, Podgorica or Pristina). 


‘The specific tasks will involve direct action or assistance in: 

* Preparation of contracts and. solving of related problems ; 
Administration of tendering. procedures, particularly publication of procurement notices, establishing tender dossiers, organisation of. evaluation: с committees ; 
Participation in evaluation committees. : 
Development of guidelines and regulations tor different contract types 
Advice to Project Managers on legal issues. 


Job Profile: see general introduction. Furthermore: 
. University degree in law 
* Minimum three (3) years experience in contracting or procurement 
* Specialisation in EC institutional issues, public international law, public administration, FIDIC contracting conditions 
* Good knowledge of the Community's tender procedures would be advantageous 
* Knowledge of other European or local languages аге айо of advantage 
ж The expert ds a reliable and responsible personality and has to. be able to work flexibly under demanding professional circumstances and in an international atmosphere. 
* "Phe expert needs to bea team player while being independent and able to work autonomously 
e/he will need to be: able to work in difficult living and working conditions also involving travelling in che region. 


| OR (Ref. No: THE 001) 
‘Material Auditor wil be bond ar the Agency's Headquarter in Thessaloniki bur will have to travel frequently то the Operational Centers in Belgrade, Podgorica and 


Reporting directly to the Diréctor of the Agency she/he will 
Check on the accuracy of transactions and accounts 
Check on the legality and regularity of budgetary and financial operations 
Audit the implementation of the accounting and financial system 
Analyse accounting and budget procedures With a. view: to improve them as necessary. 


Job Profile: we general introduction. Furthermore, applicants need to have 
А university degree in a finance related field 
10 years professional work experience in finance and: accountancy 
Computer skills (Windows, Excel, Word). M 
А second European language would be an advantage, 
They should be dynamic, flexible; and able ta work under:pressure and-to meer ser deadlines. 


EXPERT IN SOCIAL DEVELO )PMENT (Ref No: BEL 009) 


Tasks: The social development expert will work in our Operations. Divi jon J in Belgrade. S/he will provide professional advice to the Agency on this key aspect of the substantial 
EC assistance package for Serbia, S/he will also be responsible for project design and implementation i in this field and will be required to work as part of a wider multidisciplinary 
team, providing advice on the potential social impact of projects and programmes across à wide range of sectors. 


Specific tasks will include: 

* Assessing needs and designing projects in this sector and assisting with advice on the social impact of projects in other fields 
* Drawing up terms-of reference and render specifications 

* ating in technical and financial evaluations of tenders. 

* Progress chasing and trouble shooting during project implementation (including field visitsand inspections) 

* Drafting reports and commenting on consultants’ reports з. 

* Maintaining а dialogue with the authorii ER. beneficiaries and other donors. 


гасе general introduction, Furthermore, applicants need to be team players who are able to work quickly against often tight time constraints. They will also need to 
be flexible and prepared to work in some times difficult conditions: 


Ў specific Feqluirenients. are: 

University degree in social anthropology, sociology or related disciplines 
Minimum of five years relevant work experience; which should include experience in transition and/or post conflict countries 
Aproven track record in project management 

Knowledge, of Serbo-Croat Would b air advantage 

Knowledge of] procurement rules and procedures (knowledge of EC rules would be an advantage}. 


Applications i ine luding 4 detailed саек Vitae and indicating the respective reference number should be sent by e -mail only and i infi English oni tog 
The Agency is an equal opportünity emplower and encourages applications from women. 

Applicants will be short-listed on the basis of their CV's. and. these will be invited for an interview: 

Deadline for the submission of applications: 15 December 2000. 
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INTERNATIONAL CRISIS GROUP 
RESTRUCTURE AND EXPANSION: POSITIONS VACANT 





The International Crisis Group (ICG) is. an internal 
organisation dedicated to conflict prevention and c 
50 people on four continents. [CG's appr 












The Commercial Law Development" Program. of the US Department of 









Commerce seeks experienced individuals to serve as trade advisors in analysis in conflict-threatered countries; w É 
Southeast Europe. Positions available immediately. advocacy. ICG's Chairman: is former Finnish: H 
Vice-Chairman former UWE, C. ` 


Resident Advisors will be stationed in Bulgaria, Croatia or Macedonia, 
through September 30, 2001 with the possibility of an extension if funding is 
available. The Resident Advisors will provide technical assistance on trade 
|. policy formation and execution, with an emphasis on conforming to WTO 
“obligations, regional trade integration and local institution-building. The 
* Resident Advisors will address specific trade law and policy matters, as well 
as the intra-governmental and administrative structures and processes through 
which trade law and policies are created and executed. Successful candidates 
will have significant professional experience and expertise in trade issues, the 
|. WTO Agreements, and governmental trade policy making processes. 
Successful candidates also will have outstanding. managerial and 
interpersonal skills, the ability to work effectively with foreign government 
^: officials and maneuver through foreign bureaucracies, the ability to network 
With other organizations working in the region, and knowledge of the region. 
Prior Resident Advisors generally have had 10 to 30 years of relevant trade 

law and policy experience. Significant experience in public and private sector 
“policy-oriented work, overseas experience, cultural sensitivity, and local 

language proficiency are highly desirable. US citizenship and a degree in law, 
" economics or a related field are required. Salaries аге commensurate with 
|. those of US Government officials with comparable responsibilities, and 
overseas benefits are provided as appropriate. 


New York Directo (Ne 
Director, Balkans Progra 
Central Africa Project Co-o dinator (Nairobi) - 

Senior Analyst (Pristina) 

Senior Analysts (2) (Osh) 
Senior Associate (Washington) 
Analyst (Pristina) : 
Personal Assistant to President (Brussels) |. 
Administrative Assistant (New York) . 







































For further information on the above positions, please refer to the. 
ICG website wirmerisiveb.orge Applications (CV and cover letter) by: 
letter or e-mail to Blair Blackwell, Executive Assistant to the. 
President, International Crisis Group, 149 Avenue Louise, 1050 E 
Brussels before 13 December 2000. Email: bblackwell@erisisnebiong 
(please refer to job position. for which you are applying їл the 
subject heading ). ; 





Interested parties should submit a cover fetter sf ing their areas of techbical expertise and a n » by 
"friday, mber 15, 2000 to: Hiring Coordinator for Southeast Europe, Commercial Law Development 
Program, Office of the General Counsel, US Department af Com ‚ Mailstop 5875, 14 and Constitulion 
Ave. NW, Washington, 20230. Facsimile and email «тәмә ire welcome: send fo бах 
number (202) 482-3244: send te nail address Марс орм or. asirmmons-bertonüidac.gov, 
T qualified candidates have not been selecte ions revet casting, those recei- 
ved after the deadline will be considered, Application m epiartment of 
Commerce is am equal opportunity employer; minorities 

































SERVICE 


Senior Agricultural Economist 


Permanent Appointment 
Salary: £18,727 - £36,127 

















Applications are invited from suitably qualified applicants to fill the post of the duties and responsibilities of the post, as well as the additional 

Senior Agricultural Economist in Economics and Statistics Division criteria to be used during the recruitment process, may only be obtained. 

based at Dundonald House, Upper Newtownards Road, Belfast. by writing to (quoting Job Reterence SB/103/00) Recruitment Service, 

Applicants must possess, by the closing date Northern Ireland Civil Service, Orchard House, 40 Foyle Street, 

for applications: NEU id va oe spp T 7 returned 

1a. atleast an Upper Second Class honours degree іл economics, Dame nor ater t ап S UBER DL NOY o HANURI: Ges огу visiting 
agricultural ONES or agriculture (with a economics the Recruitment Service Web: site www.nies.gov.uk/recrultment 
content); or Information on Economics and Statistics Division is available on the 


1b. at least an Upper Second Class honours degree in any subject plus етпе atw vaani:gov-uk; A . Д M 
a post graduate degree in economics or agricultural economics; The Northern Ireland Civil Service is committed to equality of opportunity 
AND in employment. All applications for employment are considered 


| | К, strictly on the basis of merit. 
2. atleast 2 years post-graduate experience, gained within the last 5 The Service welcomes applications from all suitably qualified 
years, of work as an economist. In the case of those : pp yg 


qualified with 1b above, "post-graduate" will be interpreted applicants irrespective of religion, gender, disability, race, 
to mean following the completion of the relevant post political opinion, age, marital status, sexual orientation, or 
graduate degree whether or not they have dependants. As Roman Catholics 


А o : . , | and women are currently known to be 
Applications will also be considered from applicants with 


duds А under-represented in this group in the Northern Ireland Civil 
relevant formal qualifications considered by the Department to Service, applications from the Roman Catholic section of the 
be-of an equivalent or higher standard than those stated. 


community and from women would be particulary welcome. 
An-application form and more detailed information, including 
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` NATIONAL UNIVERSITY - 
of SINGAPORE - 





Founded 1905 





School of Design and Environment 


DEPARTMENT OF REAL ESTATE 























The Department of Real Estate in the National University of Singapore is one 
of the premier centres for real estate education and rescarch in. Asia. The 
Department now wishes to fill a number of academic posts and invites 
applications from suitably qualified candidates. То Бе considered for a position 
at either Assistant Professor or Associate Professor level you should have a 
PhD, some teaching experience and provide evidence of a sustained research 
track record, Successful candidates should be capable of teaching in at least 
two of the following areas: 








* Real Estate Finance 

* International Real Estate and Financial Management 

* Real Estate Development 

* Urban Planning and Management 

* Environmental Management and Assessment 

* Strategic Asset and Facilities Management 

* Urban Economics 

* Property Appraisal /Valuation 

* Property Law 

: Teaching would. һе ресей at both иаи and g Vien level. 












pect of the o серій of the Department. edi sember are, 
couraged to undertake and publish their research findings for 
which. facilities and funding are available, 


The Deparunent offers a four -year undergraduate and a two-year graduate 
‘degree in. Real Estate. We are also contributing to a new University wide 
Masters programme in Environmental Management and there are 
opportunities to participate in curriculum development on other 
Masters courses. The Department has over a number of years developed 
strong links with many international universities. 









‘The Department actively pursues a world-class research strategy, The Centre 
for Real Estate Studies (CRES), which is located within the Department, 
contributes to this goal and offers excellent facilities for individuals to 
develop their own.research agenda. The Centre currently has two core areas 
of expertise: Real Estate Finance, Investment and Valuation (REFIV) and 
Urban Planning and Management (ОРМ). Successful candidates would be 
expected to contribute to the research output of one of these groups, 









The Department has been involved in organising regional executive 
development programmes in urban management for the World. Bank, the 
United Nations Development Programme (UNDP) and other international 
organisations. In addition the Department has also organised international 
conferences. with AREUEA and the RIGS, In recent years topics covered have 
included Quality of Life, Valuations апа Real Estate in addition to Property 
and Facilities Management and Environmental Management and Planning. 











NUS offers ап attractive employment package which includes a competitive 
basic salary and a performance-based bonus. Appointees will find 
opportunities within the Department.to pursue both a teaching and research 
carcer in a stimulating and collegial environment. 







Interested. applicants should senda completed application form to: 
Professor Gerald R Brown, Head of the Department of Real Estate, 
School of Design and Environment, 4 Architecture Drive, 
Singapore 117566, Fax: +65 775 5502; E-mail: rstgrbü)nus.edu.sg 


Do visit our website for further information about our Department at 
http://wwwa'st.nus.edu.se and 
Вир Zwwwanus.edu.sg/ infoZAppointfabre-rst.htm for links to 
information on the: University, ierms and conditions of service and the 
application form, 

















Closing date of applications is 31 January 2001. 






Only shortlisted candidates will be notified. 
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The Economic Analysis Division 
of the Oesterreichische Nationalbank, Vienna, Austria. 


is seeking to employ two economists to further develop its forecasting model. 
Starting dates: January 1, 2001, or February 1, 2001. 
















Qualifications/pre-requisites 

* Advanced degree in economies 

* Professional experience at relevant university and/or extra-university 
research institutions would be an advantage 

* Work experience with econometric models/time-series analyses 

* Good command of English and, preferably, German 

e Citizenship of an EU Member State 




























Tasks and Responsibilities 

e Further development of the OeNB's forecasting model 

e Preparation of forecasts and policy simulations using the OeNB model and 
other econometric models 

* Preparation of forecast reports and business cycle analyses 

* Use of quantitative methods to support macroeconomic analyses 

* Representation of the OeNB in relevant international committees 
(in particular at the ECB) : 











What you can expect 

e Research-oriented work on economic policy issues 

* Further training opportunities in Austria and abroad 

e Participation in a young, highly motivated team 

* Adequate salary, depending on professional background 
* Work in a Eurosystem national central bank 








Applications should include a curriculum vitae and should be submitted to the 
following address by December 15, 2000: 

Oesterreichische Nationalbank 
Economic Analysis Division 

P.O, Box 61 

A-1011. Vienna, 

or by e-mail to: ernest.gnan@oenb.co.at 























COMMONWEALTH SECRETARIAT 


DEPUTY DIRECTOR - CONFERENCE UNIT 


The Commonwealth Secretariat, is the main intergovernmental agency of the 
Commonwealth facilitating consultation and co-operation among member governments and 
countries. Its Conference Unit within the Administration Division organises, in consultation 
and cooperation with member countries, meetings of Heads of Governments, Ministers and 
Senior Officials. The Unit provides the logistical support necessary for the affective. and 
efficient organisation of conferences, meetings and workshops and guidance to other 
Secretariat Divisions. 





The Dupty Dicector is responsible for the efficient and effective organisation of all meetings 
including. the attainment of the strategic objective ensuring all meet the professional 
standards expected of an international organisation; manages administrative/logistical 
aspects, the preparation of draft itinerary and social functions. 


Essential requirements area degree in social sciences/humianities, plus qualifications at 
second degree or post-graduate. diploma level; minimum of ten. years experience in 
diplomatic and protocol work, conference planning and organisation; ability to establish and 
maintain networks and good working relationships with high Jevel officials and convey 
detailed and extensive information with clarity to vared audiences; excellent 
communication skills with experience in report writing and briefing: materials; familiarity 
with word processing and internet; (асі апа diplomacy. 


* The appointment, fora period af three years in the first instance, is open to nationals 
of all Commonwealth countries. 
А competitive international package is provided and application is by detailed CV 


which should be forwarded only after applicants have received the information pack 


available from: 


Gladys Mbone - Personnel. & Staff Development Department, Commonwealtli Secretariat,’ 
Marlborough House, Pall Mall, London SW1Y 5HX, UK ^ oo: | 
Tet: +44 020 7747 6181; Fax: 4 020 7747 6520 
E-mail: g.mhone € commonwealth.int 


Closing Date: 3 January 2001 


We regret that it will not be possible to acknowledge applications individually. 
Only shortlisted candidates will be contacted. 


The Commonwealth Secretariat is an Equal Oppartunity Employer with a website at: 
www.thecommonwealth.org 


“Consultant and Information Manager Posts 


PPOINTMENTS _ 


commerce and IS dan 

We: are seeking someone with a strong interest in the 
study. of information systems informed by the social 
sciences (eg economics, philosophy, sociology). The 
appointed person will be expected to. make a teaching 
contribution, in line with their research interests, within 
the undergraduate and postgraduate programmes, on 
courses that relate to some of the following: the impact 
of information systems on organisations, information 
systems management and electronic commerce. 


Further details of the post can be found on our website 
http:;//is.Ise.ac.uk/staff/newpost.htm 


For further details please phone 020 7955 6183 or email 
recruitmentGIse.ac.uk with your postal address. Please 
quote reference AC/00/14. 


Closing date for applications: 2 January 2001. 


The London School of Economics and Political Science is committed to 
equal opportunities and excellence in teaching and research 


Campbell Carr provides economic, 
commercial, regulatory and systems 
nsultancy to governments and energy 


companies 


We are now looking to recruit two key 
members to our specialist team, a 
Consultant and an Information Manager. 


Candidates for both posts should be 
literate and numerate with good 
presentation, research and report-writing . : 
skills. Knowledge of the energy or utility ~ 
sectors is js lebut not essential. 


8th January f 


Applications Processing, 
Campbell Carr Ltd 
12 The Broadway, 
Amersham, ! 
Buckinghamshire HP7 0} 


Asia / Europe / M.Ezst / U.S.? Contact for F 
www.career pa 
USA/Canada 


Eurepe 1 : 
Asia / M. East / Aus +66 2267468 











Centre for Defence Studies 


Research Fellow/ - 


for Defence Studies is seeking pa 
Research Fellow to work primarily оп а major. tract held: by. the 
Centre funded by DFID, 


Candidates must have a proven track record of research апа 
consultancy work in the field of conflict and international security: 
In particular, we are seeking expertise in development and policy. 
formulation, especially development economics. Candidates. with 
relevant expertise on the interface between conflict, development and | 
the security sector will 3e considered. Applicants must possess а full 
range of research and consultancy skills and have a proven track record 
of fieldwork in his or her area. The postholder will work closely with 
other members of the CSDG team оп related DFID projects, such.as 
security sector reform in conflict and post-conflict environments and 
its relationship with: developmental issues, as well as defence 
procurement and international defence exports, and other long ter 
projects related to ПЕН programme of conflict management and 
security sector reform. 


Candidates must have an appropriate degree and relevant 
postgraduate experience. The appointment will be made for one ye: 
Salary will be in the range £25,390 to £38,874 on the Research Fellow 
or Senior Research Fellow scale, according to qualifications and 
experience. More information about the work of the Group can be 
found on our website http://esdg.kel.ac.uk 


Further particulars and application forms may be obtained from 

Ebony Kenton, Personnel Department, Kings College London, Strand, 
London WC2R 21,5, e-mail ebonykenron(kcl.ac.uk or | 

fax +44 (0)20 7848 1352. The closing date for applications is 

20 December 2000; Please quote reference W3/AAW/74/00. 


Equality of opportunity is College policy 








ANNOUNCEMENTS 


Republic of Uzbekistan 











INVESTMENT BANKING | 
Do you have a tale to tell? 


BBC Drama seeks individuals 
to discuss life in the City, 


Invitation to Tender 


The legal entity the siate 
enterprise “Kinap” and state 
ownership belonging to the 
enterprise on the right of full 
economic management, 
according to the charter 
of the enterprise. 


All responses treated in the 
strictest confidence. 


Please call +44 20 8225 9817; 
or email: kate bartlett.01 Gbbcco. 


BUSINESS & 
PERSONAL 





Tender objective: 
price of shares US$ 964,000 


Deadline for bid submission: 
10th February 2001 


Immigration through employment or busine 
Nurses, Teachers & TT, jobs waiting! - 
Complete visa processing. 100% guarantee, 
001 561 740 9061 MACS USA Inc. 
639 E Ocean Ave, Ste 402, Florida 33445 
www.enigratetoamerica.com 


Еш details of the tender 
are available on the 
IMC Group web-site at 
http//www.imcgroup.co.uk 











ro START YOUR OWN =! 
TALK TO ALL | IMPORT/EXPORT AGENCY 1 


[MULTIEINGUAL WEB SITES No Capital or Exp: req. No Risk. Work fromg 


: : pr E offices in 10 Сонора, countries Home. Part/Full time. Free Advisory Service. 
7 y 


Est. 1946, Clients in 120 countries. 
| Call-+ 353 214279216 info@localeyes.ie Send for Free Booklet. 


1 

" WADE WORLD TRADE 
Dept 2624 50 Surnhill Road 

i Beckenham Kent BR3 3LA UK 

i 

a 

Lad 


Ask fera free ei tum with deias of int sites and lacalised software, 


BO SDSHEHH 


your product seen through local eyes 
THF UK DE FR DK SE FI NL ES IE 


APPOINTMENTS 


Tel: +44 (0) 20.8650 0180 (24hrs) 
Fax: +44 (0) 20 8663 3212 


http/Avww.wadetrade.com 
Ama эп жш юы мк ж а ми жш же эн 


ICEU GmbH ?* МУУ Energie AG Group 
Experienced Project Manager/Procurement Specialist 


Required for current consulting project on power transmission 
rehabilitation in one of the CEE countries (230 months-long assignment 
with option for extension) Experience and qualifications іп 
engineering/procurement/project management with at least 15 yrs in the 
power sector incl distribution/transmission rehabilitation projects 
(preferably IFI financed projects) 

Please apply with full CV and availability to: 


iceu,brussels@attglobal.net fax: +32-2-770.10.41 





BESO is a development agency that provides the professional 
expertise of volunteers as advisers on short tam assignments. For 
further information, visit the BESO website: www.bero.org. 


EDPRO IMPLEMENTATION MANAGER 


Reporting to the International Programmes Director you will be responsible 
for developing and implementing Enterprise Development Programmes 
(EDPROs) with Business Development Services (BDS) partners and 
multilateral funders around the world, but particularly in Africa. 


An enterprise development professional with extensive knowledge of Africa, 
you will demonstrate working knowledge of volunteering agencies, DFID- 
funded programmes, and BDS monitoring and evaluation. You will bring 
lessons learned from managing EDPROs to BESO. 


Please send a CV and letter explaining how you meet the criteria to 
mwood@beso.org or M.N.V. Wood, Finance & Human Resources Director, 
BESO, 164 Vauxhall Bridge Road, London SWIV 2RB 


BESO *A private company limited by guarantee * Registered number 1056119 * Registered under The Charities Act No.268094 


delivering solutions 


WSP International, winner of the NCE International Consultant of 
the Year Award, 2000. is part of the 3000-strong UK-based WSP Group plc. 
We specialise in providing management and consultancy services to 
governments of developing countries in a range of sectors, including transport, 
rural development and public administration. We have over 3Û years’ experience 
in more than 50 countries around the world. 

We are seeking to recruit a number of experienced professional staff and update 
our database of consultants for short and long term overseas assignments in the 





following areas; 

Institutional Development 

Public Finance 

Corporate Governance 

Human Resources 

Social Development 

Privatisation/Commercialisation 

Transport Economics 
If vou are interested then please send your full CV and a bullet point summary 
of yout йшй аген of expertise, by ensi, to Jane Martin al infoG wsp-int.com. 
Please quote feference Eeontl and state whether you wish to be considered for 
a permanent position or you would like us to include your details on our 
database, 

WSP International, First Point, Buckingham Gate, Gatwick Airport, 
West Sussex, RHG ONT, United Kingdom. 
Tek +44 (0)1293 662600 Website: http://www.wsp-int.com 


Abrams & Krocha 
Canadian Immigration Lawyers 


HANDWRITING ANALYSIS 


Questioned document examination 
and aptitude/character assessment 
for recruitment puposes. 
Phillippa Lavell FAE 
9 Village Close, London NW3 5AH 
Tel:+44 020 7794 6060. Fax:444 020.7431 4699 

E.mail: scribe@netcomuk.co.uk 

www. handwriting-expert.com 


mation and administration of 
opening of bank accounts 


APARTMENTS | 








HUNG ARY 
217-96-81 
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NEW AUTHORS 


PUBLISH YOUR WORK 


ALL SUBJECTS CONSIDERED 
WRITE OR SEND YOUR MANUSCRIPT TO: 
MINERVA PRESS 
315 ~ 317 REGENT ST LONDON W1R 7YB. UK 
www.minerva-press.co.uk 








87 4 _636-920 
laveco.com 





E-mail: economista 


— —WWNW.ocra.com — — 


1509002 94 Certificated + A member of the Estate and General Group established in 1935 





THE POON OMIST DECEMRER ANT FONG 


BUSINESS & PERSONAL __ 





The SCF Group, est. in 1989 provides full ranges of offshore services at what w we believe аге the 
| most competitive rates currently available by a licensed Missas firm... 


EST. 1909 i LONDON: ` For immediate, Irien 


LICENSED EO. B v à 90-100 Syr Si. Chelsea, "LONDON: Janson Lotery B Se Hors). 
& TRUST MANAGEMENT s теч (0) 207352 2274 





UBLIN: ) 207352 20 
27-29 Lower Pembroke St, Fax t44 (20 7798 DIR 
Dublin 2, ireland. E-mail: Janson@sefgroup.com 


innovative ad ETE solutions to protect vut assets and minimise onim tax. ‘The Sovereign Group is isa profe sional global practice of 
leading tax specialists, operating in 17 jurisdictions worldwide for over 10 years. For complimentary copies of our guides to international tax planning 
and trustee services, please contact your most convenient Sovereign office. Alternatively call for expert practical advice free of obligation or charge. 


BAHAMAS: Coretta Dames GIBRALTAR: Les Roberts HONG KONG: Stuart Stobie U.K.: Simon Denton USA: Paul Winder 

Tel: +1 242 322 5444 Tei: +350 76173 Yel: +852 2542 1177 Tek +44 (0720 74679 7070 ї +4 800813 6381 {usa toll fee} 
Fax: 41 242.325 8445 а 350 70158 “a „8572 2545 0550 Fax: +44 (0)20 7439 4436 а +1 800 813 6382 (usa toll free} 
bh@SovereignGroupicom gi омегеіробгоир, соп» overeignGroup.com uk @SovereignGroup.cam overeignGroup.com 


WWW SOVEREIQNGROUP.CON 


OFFSHORE COMPANIES, TRUSTS, FOUNDATIONS, 
BANKS, INSURANCE COMPANIES 








http//www.global-money.com, http: ДУМ: flagsofconvenience.com 
отсе global-money.com Faxes: +1-416-3525168, +3120-5241407 
GLOBAL MONEY CONSULTANTS S.A. - FLAGS OF CONVENIENCE S.A. 


ed in 1985 


FINANCIAL OFFSHORE Readers are recommended 
; Er Lowest Annual Foes to make appropriate enquiries and take’ 
P RIVACY LONDAN ES. Fady Mado Companies CREDIT CARDS appropriate advice before sending 
^ Offs Badkitig Li "50 Bank [ntroductions. money, incurring any Expense OT 
* shore Banking Licenses - P | 7 me E A bcd е 
Боз d Mus Соп bins Que eere AVAILABLE BY EUROPEAN BANK entering into a binding commitment in 
un А E a : is relation to an advertisement. The 
Economist Newspaper Limited shall not! 


Nominee Services 
* Confidential & Anonymous нс econ . FAX APPLICATION TO BANK 
сше - Ое Стейн | 14322 Не sn "un us: +90 392 227 5377 


- International Mail Drops үз 
and MUCH MORE at e-mail: apply@fmb-cards.com 


udvertisemeni in the Economist 
www. reputablefirm.com 


Email: info@reputablefirm.com TENE N DE JERS — 





0 GOVERNMENT OF INDIA | 


OIN 
" Strategic Sale of Shareholding in 
Madras Fertilizers Limited 


р : The Government of India intends to sell a part of its 
The off shore prof essionals since 1977 shareholding in Madras Fertilizers Limited, a leading 

RMED AND ADM fertilizer manufacturer, amounting to 32.74% of its 
equity capital, to a strategic investor along with 
transfer of management control. 





Expression of Interest are invited by 8" January 2001. 


Interested parties may visit the website 
www.madrasfert.com for details. 











САМДАР 97/00 






























ECONOMIC INDICATORS - 











OUTPUT, DEMAND AND JOBS America’s Gor growth in the third quarter was revised 
down to an annual rate of 2.4%; but its 12-month growth was still a robust 5.3%. Growth also 
slowed in France and Germany in the year to the third quarter, to 3.1% and 2.8% respectively. The 
12-month rate of growth in Japanese industrial production jumped to 6.6% in October. 





% change at annual rate The Economist poll 
GDP GDP forecasts. 
3 mthst Е year 2000 72001. 














OMMODITY PRICE INDEX 
Oil prices fell this week because 
ofa milder spell of weather in the northern | 
| hemisphere, an increase in American fuel 
| stocks and uncertainty about Iraqi exports. 


j 

















industrial Retail sales Unemployment | 
production volume) rate | Thisis the fourth week running that inven- 
..3mths! year — year — latest yearago | tories have risen. However, oil prices are | 
+ L5 - 08 Q3 63 oa 71 | 














of ОРЕС% preferred range of $22-28. The | 





market remainsnervous about the threat of | 








| mittee rejected an Iraqi oil-pricing formula | 








for its December crude sales as too low. Iraq 





| 
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| { 

. | acutin Iraqi oil supplies, after a UN com- | 
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| had submitted low prices for crudessothàt | 
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| stillover$32a barrel, wellabovethetopend | 
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| 
| 
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| 
| 
| it could impose a surcharge of so cents а | 

















































































































































































Japan | barrel on customers outside the uw oil-for- | 
Spain. С | food programme. Without a UN approved | 
Sweden . 9 «4 Жа + ; : : ae pricing plan, no exporting of Iraqi oil willbe | 
Switzerland + 25 + 38 Q2 +34 +25 na + 15 Sep 1.7 xr 23 | allowed. | 
United States +24 + 53 03 + 5.2 + 3.3 + 33 + 65 Sep 39 Od — 41 | үе м Su dans un | 
Euto-11 $36 +37 02 +35 +30 +41 56 Sep + 2.4 Aug 9.0 Sep 10.0 | Nov 21st Nov28th* one one | 
тарлау адад: TAveregeé ûf latest 3 months compared with average of previous 3 months, at annual rate. *ful-Sep; claimant count rate 3.6% in NY. month year | 
toe, "grt, uu | Dollar index | 
ки AND WAGES Germany's 12-month rate of consumer-price inflation was unchanged | Men A ENS л цол 
Provember, but tal lian inflation rose to 2.7%. Swedish producer-price inflation quick- | EEEE i | | 
All 727 742 +24 - 2 | 
Ма? 687 690 +48 - 52 | 
The Economist poll Metis 267 787 + 0.8 - 
Consumer prices* consumer prices forecast — Producerprices* .. ` Wages/earnings Sterling index 
| 3mths! 1 year 2000 2001 3 mths? 1 year 3mths! туеаг | Allitems 796 805 + 45 +106 
LEYS 6] Q3 £37 £80 +7203 +67 +65 оз Food: 78.7 791 + 42 «117 
+2404 28 Ot +20 + 18 +49 *72 0x +06 +19 Sep industrials 80.9 825 +48 + 92 | 
$27 4 31Nw + + 20 +35 +78 Sp +27 + 22 q | Euroindex | 
£12, +31 od +25 + 0.7 2.6 оа + 52 * AL Sep Aliens — ^ 1113 — 1114 +12 +160 
x 18 + 2804 £24 +18 Food 1100 10904 + 10 +172 
£312 +27 о industrials 113.1 1142 + 15 _ 145 
France х8 +19 Оа .65 Ot +34 454 Yen index 
Germany +18 +24 Nov All items 84.0 849 +30 +62 | 
Lc REED з. Кыл Ж КИЕ Кз LLLI . | food 830 834 +27 +73 | 
Japan 240 -—085p ^ -06 -0! ^ +03 +020 ^ ZJà *15 | industrials 854 870 + 33 + 48 | 
Netherlands £40 +31 Oct | Gold | 
Spain S48. 440 ба n +2. 4 +53 ир +4 $ per oz 26605 — 26915 +18 =- 77 | 
Sweden па + 14 Od + 18 4 54 +46 Oct +04 32 Ашу, | Crude oil North Sea Brent | 
Switzerland. +27 + 19 ба + 15 +21 + 26 Ош na «02 1999 | $ per barrel 3347 3254 4 67 +327 | 
United States _ + 27 + 34 Oct + 3.0 +27 * 36 Ot 40  * 38 Oc West Texas intermediate | 
o rd KL O So MES DeL эю Dime LT ATUM S per barrel — 3561 3406 + 33 +379 | 


"Not seasonally adjusted. * Average of latest 3 months compared with average of previous 3 months. at annual rate, 





| - 
[C Provisional, T Non-tood agriculturals, | 








@ LABOUR MARKETS The latest forecast 
from the оєср points to a continuing de- 
cline in unemployment rates in most de- 
veloped countries. The jobless rate in the 
orco has fallen from 7.0% in 1997 to 6.2% 
this year, and itisexpected todropto 5.9% in 
2002. The decline has been particularly 
marked in the European Union: from 10.4% 
in 1997 t0 8.276 in 2000. By 2002, the rate is ex- 
pected to fall to 7.2%, the lowest in 20 years. 
Within Europe, there have been especially 
spectacular. falls in peripheral countries 
such as Ireland and Spain. In America, 
however, unemployment is forecast to rise 
from 4.0% this year to 4.5% in 2002. The fall 
in unemployment rates in most countries is 
largely structural, helped by labour-market 
reforms; that is why it has not led to more 
inflationary pressures. 
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atits slowest pace for four years. 
! Money supply* 


| MONEY AND INTEREST RATES American Treasury-bond yields fell to their lowest level for 
^19 months, after revised Gp» figures showed that in the third quarter America's economy grew 


Interest rates % p.a. (Nov 29th 2000) 
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@ FISCAL HEALTH Rich countries’ budget- |. 
ary fortunes have improvedin recent years. 
According to the latest proiections by the | 
; OECD, only four of the group's rich mem- | 
| bers—Austria, Italy, Germany and Japan— | 
are likely to run a budget deficit in 2001. In 
| 1995, by contrast, 17 countries were in {һе 
| red. The combined fiscal shortfall of {һе |. 
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| Japan — 050 04 150 бда 16 182 . 
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| countriesin theeuroarea was equivalent to. 
5% of GDP ifi 1995; in 2000, the OECD expects 
the euro area to have a surplus of 0.3% of 
Gop. Only Japan's deficit has risen. 














STOCKMARKETS Technology shares continued to fall around the world: the Ый Сот- 
posite lost 1.8%. But the Dow Jones Industrial Average rose by 2.2%, as investors speculated in 
" conventional shares, deciding that high-tech ones were still overvalued. 


































































































































Market indices % change оп _ 
| 2009 one one record Dec 34st 1999 
Nov 29th high low | week year high in local 
Australia (All Ordinaries) 32234 — 3,3304 29200  .- 03 + 61 ~ 32 
Austria (ATX) (.. 1,0998 12361 10294 +66 - 31 367 -i 
Belgum(Bel20) ^ 2962 33404 25322  - 37 -59 - 197. Б 
| Britain (FTSE 100) 61649 69302 559946 — - 09 - 72 0اا‎ . - 
i Canada (Toronto Composite) ^ 8,8211 11,3888. 81142 - 03 +162 -225 
Denmark (Copenhagen SE) 9383 10390 ^ 7551 +12 262  - 97 +211 
France (SBF 250) (... 38449 43907 "35128 — +16 4125. -124 + 09 - 
Germany (Xetra DAX) 6,5983 80650 64653 +13  *112  -182  - 52 
жау 20457 211823 16664 +11 +311  - &3 +126 
Japan (Nikkei 225) 145076 208332 143013 + 14 —-216 -627 -234 
(Торі) 13491 2,5076 13418 + 02 -163 1532  -217 
Netherlands (EOE) 66247 7018 634 . * 16 +99  - 56  - 13 
Spain (Madrid SE) 9083 11482 ^ 8871 +24  - 691  -208  - 99 
Sweden (Affarsvariden Gen) 5,0357 6,9606 49006 — - 07 + 43 -277  - BÀ TZ 
Switzerland (Swiss Market) ^ 80657 8770 67814 +06 +79  - 4i + &5 - | 
United States (DJIA) .. 100289. 117230 97960 + 22 - 34  - 93. - 75 
(S&P 500) 13419 715275 1,8224 + 15. - 40-121 ~ 87 
(Nasdaq Comp) 2071 50486 2,7071 — - 18  -193  -464  -335 
Europe (FTSE Eurotop 300): — 15784 17080 1,4725 (* 08 +88 - 7A = 03 
ıı Euro-11 (FTSE Ebloc 100)" 1434] 1355058 12777 — * 20 +174 -75 + 36 
“World (MSC)? | 8 12187 14488 11987 + 13 - 80 -159 na 
World bond market (Salomon)? 4253 4400 дай — * 11 Z3I  - 78 спа 





... Trade balance*, $bn 





m Mil "uto terms. I Morgan Stanley Capital international inden index includes individual markets listed above plus eight others, in dollar terms. 
"Saloman Smith Barney World Government Bond Index, total return, in dollar terms. 





Current account 


TRADE. EXCHANGE RATES AND BUDGETS Theeuroarea's visible-trade balance returned to a surplus in September, of $2.9 billion, after a 
revised $450m deficit in August. Its 12-month trade surplus widened to $24.6 billion, while its current-account deficit narrowed to $19.5 billion: 
The dollar's trade-weighted exchange rate fell by 0.736. 


Exchange rate 
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@ TRADING PARTNERS Rich countries of- 
ten. worry about their markets being 
swamped by imports from poorer de- 
veloping countries. But these countries are 
becoming increasingly valuable markets 
for rich countries' exports. In most cases, a 
developing country's imports аге domin- 
ated by the nearest economic giant. Some 
75% of Mexico's imports are from the Un- 
пей States, and 65% of the Czech Republic's 


| imports are from the ev. Likewise, Japan is 


the single largest exporter to South Korea, 


| Malaysia, Indonesia, Hong Kong and 


China. However, itdoes notdominate trade 
patterns in its neighbourhood to the extent 


| that America and the eu do in their back- 


yards. Japan's largest share of any country's 
imports is only 22%, into South Korea—and 


| itaccounts for asmaller share than America 


in the Philippines and Singapore. The ки, 


i not the United States or Japan, is the leading 





source of imports into Argentina, Brazil and 
India. Overall, however, the data provides 
circumstantial evidence that the world is 
forming into regional trade blocks. 





























ECONOMY. Hong Kong's cop rose by a faster-than-expected 10.4% in the year to the third 
quarter. In the same period Taiwan’s сор growth rose to 6.6%. Annual сюр growth slowed to 
58% in Chile. In the 12 months to October consumer-price inflation rose in India and Singapore, 
to 4.6% and 1.8%, respectively. In the same period Mexico's trade deficit widened to $7.1 billion. 
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e World in 2001 lets you see what will unfold in the year ahead. In predicting next year's 
velopments in business, politics, science and sport, The Economist Group's journalists are 
ned by Bill Gates, John Chambers, Chris Patten, Robert Rubin and the editors of the world's 
it newspapers and magazines. Will 2001 sound the death knell of British manufacturing and 
see the birth of an intelligent Internet? Which of the world's languages will 
be lost and what will be found in outer space? Can the US cope with two 
million prisoners and the financial world with one global exchange? 


JBLICATIONS Get tomorrow's copy, today. 


World in 2001. On sale now at John Menzies, WH Smith and international newsstands worldwide. UK newsstand price £475. 
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THE GREATEST RISK I 
IS NOT TAKING ONE. 


What does it take to break through a foundation of thinking that's been accepted for years? A bold stroke. But, it doesn't mean 
turning things on their heads without understanding all the possible consequences. It takes a complete understanding of 
what lies on the other side. No one is in a better position to help guide clients than AIG. With operations in 130 countries and 


jurisdictions throughout the world, we have an unmatched knowledge of local conditions and regulations to help manage risks. 
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We develop innovative pharmaceuticals for the treatment of cardiovascular diseases. 


So that you only feel your heart poundi. 


Every person wants to enjoy life to the fullest. But, despite medical progress, cardio- 
vascular diseases are still a major cause of death. At Aventis, one of the world's leading pharmaceutical 
companies, we provide important contributions toward the health of the heart and circulatory system. 
We offer a number of highly effective therapeutic drugs for the acute and long-term treatment of people 
suffering from cardiovascular disease. And our research teams utilize the latest technologies for the 
development of innovative pharmaceuticals which are improving the life of cardiovascular patients. So that 
people have better prospects for a long life. 


Aventis, Strasbourg (France), is listed on the stock exchanges in Paris, Frankfurt and New York. www.aventis.com 
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LETTERS 


No "win!*" situation 


Sik—You provide a disturbing 
reason for handing Florida's elec- 
toral votes to George W. Bush: 
, convenience (Wint, December 

and). This is especially troubling 
after you admit that a full man- 
ual recount of all of Florida's 
votes soon after November 7th 
would have been the best course 
of action. Is the water that has 
passed under the bridge since 
7 then really sọ muddy? 

In asserting that it is, rather 
than offering demonstrative argu- 
отет, you neglect to address ade- 

“quately two fundamental ques- 
tions about the current legal 
* wrangling, Why should not every 
: legally cast ballot be counted and 
why is it not in America's best in- 
terest to resolve a legally disputed 
- election with assistance from the 
> courts? 
Syracuse, 
New York 


"Si&—The basis of American de- 
. mocracy (and yours) is a strong 
: judiciary. Without it, there is no 
difference between us and Serbia 
~ or Peru. Mechanisms exist for this 
phenomenally close election to be 
challenged. We should follow 
these mechanisms and ultimately 
we should do as accurate a count 
as is possible. Ҥ we allow our 
<- imaginations to fabricate an im- 

© pending need for a victory dec- 
laration, we will have created a 
dangerous precedent. If the win- 
ner's margin is less than 1% of the 
vote, the actual winner will be 
. decided by the media and how 
.. they choose to direct public opin- 


GREGORY FELDMAN 


momi 


C00A 


The Economist, 25 st es's Stre 


ion. I hope that Al Gore will not 


concede until all legal avenues are 
exhausted. 


Baltimore RENAN CASTILLO 


Sig —Please be a bit more accurate 
in your depiction of America’s 
post-election possibilities. First, 
you mention that the clean way 
out would be for Mr Gore to fail 
to muster the votes he needs. 
Why? So that your candidate of 
choice wins. This is a bit pre- 
sumptuous. 

Second, you claim that this 
should have been an easy victory 
for Mr Gore. This is incorrect. No 
presidential election is ever easy 
and vice-presidents have a his- 
tory of not rising above their of- 
fice. The best way to the Oval Of- 
fice has been through the Senate 
and the governor’s mansion, so it 
should have been an easy elec- 
tion for Mr Bush. Finally, you say 
that unlike Mr Gore, Mr Bush 
would be a strong candidate next 
time. Mr Bush has a clear and 
strong competitor within the Re- 
publican party: John McCain. Mr 
Gore, however, is now the single 
and clear leader of the Demo- 
cratic Party. 
Bethesda, 
Maryland 


Josnua WiscH 


Sir—In. “Brewers Dictionary of 
Phrase and Fable” а “Bush law- 
yer” is “one who argues glibly on 
a slight or inaccurate basis”. Simi- 
larly, “corners of the fields which, 
from their shape, could not be cut 
up into the usual acre or half-acre 
strips, were sometimes divided 
into tapering strips pointed at one 
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end” and were called “gores”, or 
“gored acres”. Not unlike the 
“Florida chad”. 





Kirkland, 

Washington TERENCE SWAINE 
پچ‎ s 

independent audit 


Sm—On few matters has more 
professional humbug been writ- 
ten than on the importance for 
auditors, arid particularly those 
who are partners of the larger 
firms, to maintain their indepen- 
dence when serving their clients 
(“Keeping auditors independent”, 
November 18th). As long as audit 
fees are, with few exceptions, 
paid by boards of directors at the 
recommendation of the manage- 
ment (ie, cEo) that retains the au- 
dit firms, the latter cannot be con- 
sidered independent. 

Partners' rewards within their 
firms depend to a large extent on 
the fees they help to generate 
from their clients. Thus they have 
a material interest in retaining 
them. More often than not, they 
lose income when a client moves 
to another firm. Any focus by the 
Securities and Exchange Com- 
mission on the profession's inde- 
pendence that does not ensure 
full separation of the. method of 
remuneration . of . auditors pro- 
longs the dependence of the audit 
firms on their clients. 

What should be done? The sec 
might consider conceding that 
under the prevailing system inde- 
pendence. should not be ex- 


pected, or it might call for the- 


establishment of an independent 
body, somewhat reminiscent of 
other public organisations, that 


could act as a conduit for financ-: 


ing the audit services provided. 


DAN BAVLY 
Cambridge ‘Harvard 
Massachusetts University 
————————à | 
Sticking their ore in 


Sig—You ет when you imply 
that the iron-ore industry is an 
oligopoly ("Feeling the heat", No- 
vember 25th). For many years the 
steel industry has acted аѕ а mo- 
nopsonist when dealing with the 
iron-ore industry. To this day, Ja- 
pan operates as a monolith in the 
annual iron-ore price: negotia- 
tions as do the Europeans. Once 
the price is set in one region, this 
in effect sets the price in the other. 


HG .FAX:020 7839 2968 E-MAIL: letters@economist.com 





lron-ore prices have been falling 
in real terms for the past 20 years 
and this has forced consolidation 
in the industry. The situation is 
similar in the coking-coal indus- 
try. Most iron-ore: and. coking- 
coal companies are profitable, but 
that is more to do with the deval- 
uation of the Australian, Brazilian 
and South African currencies 
against the dollar, as these raw 
materials are quoted in dollars. 

I wonder whether you have 
been deliberately sucked into the 
annual iron-ore price negotia- 
tions, which begin about this 
time every year. It will be a coup 
for the steel industry to brandish 
your worthy organ їп {һе faces of 
the iron-ore companies: “See, 
even The Economist thinks iron- 
ore prices are too high”. It is a pity 
to let facts get in the way of a 


good story. =. 

Darien, ANTHONY 
Connecticut SWEENEY 
ope ia i a AE AE TEIE IERI ER ET РЫ | 
Heated debate 


Sik—Any large-scale effort to 
curb carbon dioxide and other 
greenhouse-gas emissions will 
impose enormous costs on the 
world economy, and harm poor 
and disadvantaged people much 
more than the rich ("What to do 
about global warming", Novem- 
ber 18th). Also, all those scientists, 
collecting evidence for the up- 
coming "disaster", have a strong 
interest in diverting tax money to 


` their climate-research projects. 


There are large regions in the 
world where global warming (if it 
exists) will prove beneficial; for 
example, the northern hemi- 
sphere whose land mass is almost 
twice that of the southern hemi- 
sphere (if you ignore Antarctica). 
So, should we spend trillions of 
dollars on the greenhouse effect? 
Common sense dictates that 
spending cash on things whose 
benefits you can only guess at but 
whose costs are certain is rather 
foolish. 
Munich 


GERD KOMMER 


Sig—There is a missing dimen- 
sion to discussions on. carbon 
trading and sinks in combating 
global warming—farmers in the 
tropics. A recent report from the 
Intergovernmental Panel on Cli- 
mate Change shows that small- 
holder farmers in the tropics 
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fornvor-by any means, electronic, mechanical, photocopying, recording or otherwise, without the prior permission of The Economist Newspaper Limited, The Economist is a registered trademark of The Economist Newspaper 
Limited: Printed in Singapore by Times Printers Pte. Ltd. Publisher: The Economist Newspaper Limited 
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RESEARCH MANAGER - SPAIN | 


At McKinsey & Company, our talented Research and information . - 
professionals play a significant part in our ability to help clients make 
substantial, long-term improvements to their business performance. | Er 
Functioning as an integral part of this global network, the Spanish Office . 
Research Manager will lead a first-class team based in Madrid. 


^: You will manage an exceptional business intelligence: service, providing 
г information. on key developments in the companies and industries we 
serve, and assisting consultant teams with research related problem 
solving. You will have the opportunity to expand our state-of-the-art ; 
research infrastructure, and to establish strong links with external experts. 


With at least five years’ experience in a leading-edge research entity, financial - 
institution, corporation or government/multilateral institution, you will have” 
specific expertise on Spain. You should have an advanced university 
degree, and demonstrate significant people management experience, 
Native level Spanish and fluent spoken and written English are required. < 
McKinsey & Company offers a dynamic working environment, broad 
training opportunities, and a highly competitive compensation package. 

“To apply, please write with your full CV to R&I Manager - Recruiting, 
McKinsey & Company, Miguel Angel 11, Madrid - 28010, or email: 
peter_siderman@mckinsey.com 


www.mckinsey.com 


McKinsey&Company 





Opportuni ities in Economic, F ү. ane Business Consul 3 


- curriculum vitae to: 


| Helen Pattas 
-. Charles River Associates 
e Undershaft 
- London EC3A ВЕЕ 
Fax 444 10)20 7664 3998 
ruitmentecrai. co. uk 





Applicants should send their | 


Charles River Associates is.an internationally respected economics, 
finance and business consulting firm that applies advanced analytical 
techniques and in-depth industry knowledge to complex assignments for 

a broad range of clients. Founded in 1965, the firm provides specialist 
expertise in the economics of competition (anti-trust and mergers), litigation, 
corporate finance, regulation and business strategy. It has over ЗОО staff in 
11 offices worldwide. 


CRA opened its London office in August. 2000. London is CRA's first 
European office and has over 20 staff, in three principal practice areas: 


* Telecoms, media and e-business 
* Financial services 
* Competition 
We welcome applications from suitably cualified candidates, namely: 


MSc and PhD economists, finance specialists and MBAs for 
senior positions 


Outstanding first-degree economists as junior staff analysts 
Experienced economic consultants, especially in the 
E finance and compeution fie fields 


; ngeles * Mexico mye « Palo Alto 
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could soak up around 04 giga- 
‘i tonnes of atmospheric carbon per 
year, one-fifth of annual carbon 
` emissions by America from all 
Sources. This could be achieved 
simply by growing trees on de- 
graded croplands and grasslands, 
an approach known as agrofor- 
estry. It has the greatest potential 
of any agricultural option to se- 

: quester carbon. 

Trees grow fast in the tropics, 
accumulating carbon in their bio- 
mass. They also replenish organic 
carbon in soil and, in many cases, 
the fertility of the soil. Agrofor- 
estry is now helping to eliminate 
hunger and poverty in Africa. 
Wise use of the clean develop- 

ment mechanism of the Kyoto 

< protocol could allow money in- 

vested by rich countries to buy 

carbon credits that, through agro- 

forestry, would benefit poor 

farmers in developing countries 
* and help tackle global warming. 

PEDRO SANCHEZ 

Director general 

International Centre for 

Nairobi Research in Agroforestry 





7 SiR—You state that successful im- 
.. plementation of the Kyoto proto- 
. col will be aided by the creation 
ОЁ institutions and mechanisms 
that endure, You offer the post- 
war process of trade liberalisation 
as a shining beacon to follow. Not 
many Australian commodity 
producers—probably the most ef- 
ficient and unprotected in the 
world—would agree. Having been 
kept out of European markets by 
trade barriers for over 100 years 
there remains significant unfin- 
ished business before we have 
fair access to those and other 

> markets. 

Regrettably, just as with trade 

reform, we have a long way to go 
"before reaching any form of inter- 
: national co-operation on climate- 
|. change policy. In the interim we 

v. can do without the pious attitude 
of many European countries 
which do not always take their 
global responsibilities seriously. 
Burra Creek, 
Australia 








GREG Evans 


Sig —According to some estimates 
global warming will raise ocean 
levels sufficiently that Washing- 
ton, pc, will end up six feet under 
water. A fortuitous and beneficial 
result with which no one could 
take serious issue. 





Moscow, ; 

Idaho LARRY GRUPP 
Чы EPIIT NUTS PM OPEN | 
8 





Which Way, n : 


Srk— You suggest that Vladimir 
Putin needs to study the links be- 
tween political pluralism апа 
wealth creation (“ ‘Democracy’ in 
Russia”, November 25th) But 
from where should he draw ex- 
amples? His largest and most 
populous neighbour is China, 
whose totalitarian rule has gone 
unchallenged for all of Mr Putin’s 
lifetime. For many years, China 
has seen its people's standard of 
living rise dramatically—even if 
most remain desperately poor. 
At the same time, India, the 
world's largest democracy, has 
seen impressive growth in output 


but struggles to maintain living | 


standards. Would that The Econ- 
omist were right, but if the rela- 
tionship between democracy and 
wealth were so obvious, this bat- 
tle would have been won already 
and Mr Putin could spend his 
time studying, for instance, the 
indecipherable rules of cricket 
rather than contradictory theories 
of political economy. 

New York RoBERT GLICK 


Siz—The prospects for religious 
freedom in Russia are even 
bleaker than you suggest. For 
most of the past decade Russia’s 
Jews have enjoyed considerable 
religious freedom. Unlike some 
Baptists and Pentecostals, they 
have not suffered bans on renting 
public halls for worship. Unlike 
some Protestant missionaries and 
Roman Catholic priests, foreign 
rabbis have not experienced arbi- 
trary restrictions on their right to 
live in Russia. Mr Putin, however, 
is now meddling in what any free 
society would regard as a purely 
internal Jewish question: the 
choosing of Russia’s chief rabbi. 
The Kremlin's motive in this 
case does not appear to be anti- 
Semitic. The incumbent chief 
rabbi, whom Mr Putin wants to 
oust, is an ally of Vladimir Gusin- 
Sky, an independent media ty- 
coon whom Mr Putin wants to 
cut down. But his readiness to in- 
terfere in the choosing of a reli- 
gious leader should alarm believ- 
ers and non-believers alike. 
Oxford LAWRENCE UZZELL 





Rail safety 


Si&—Your harsh words about in- 
vestment in rail safety are mis- 


_ judged ("The price of safety", No- 


vember 25th). You assert that the 
current blitz is unjustified be- 





alow ipparent risk from 


broken rails and that other safety - 


measures are unwarranted. This is 


only a partial view of the facts. 


First, although it is correct that 
only six fatalities in 30 years have 
arisen from broken rails, the 
Hither Green crash in 1967 killed 
49 people. It is deeply misleading 
to omit one of the worst post-war 
train accidents. Second, your at- 
tempt to minimise the seriousness 
of broken rails, and track quality 
in general, receives little support 
from industry data. The number 
of rail breaks on British railways 
has risen substantially since the 
low point of 1990. More impor- 
tant, no-one seems to be able to 
explain this upward trend. It oc- 
curs even though many more de- 
fective, but unbroken, rails are re- 
placed in routine maintenance. 

It seems perfectly sensible that 
Railtrack should therefore decide 
to carry out emergency repairs 
across the network. If a body with 
à statutory responsibility for safe 
conveyance faces an increasingly 
serious problem that it acknowl- 
edges openly that it does not un- 
derstand, it is obliged to take im- 
mediate action. This may be 
justified even if it results in a 
temporary increase in other risks, 
such as collisions. 

You question the benefits of 
installing advanced train protec- 
tion systems (Ares) You claim 
that the cost equals about £15m 
per life saved, and you rightly 
point out that this exceeds the 
value ascribed to a single life in 
other circumstances. The discrep- 
ancy does not necessarily indi- 
cate irrationality or massive mis- 
allocation of resources. It is 
perfectly reasonable to demand 
higher safety standards when the 
risk is completely out of the con- 
trol of the person exposed to the 
danger. Also, cost per life saved is 
a backward-looking measure; it 
assesses how many lives would 
have been saved in the past. 

As trains get more crowded 
and more frequent, deaths from 
ArPs-preventable accidents are li- 
able to increase, perhaps steeply, 
even if the industry as a whole is 
becoming safer. On a crowded 
and chronically overstretched 
railway system, ATPs is a better in- 
vestment than you suggest. 
Abingdon, 
Oxfordshire 


CHRIS GOODALL 


Sin—The whole concept of Ares 
needs to be questioned, since it 
excludes from the safety loop the 
most important players—em- 








 ployees. For example, with the 


driver freed of the necessity to re- 
act to red lights since the ArPs will 
do it for him, it is inevitable that 
his overall awareness will flag 
and pave the way for other haz- 
ards to emerge. 

Nothing is easier, flashier and 
more satisfying than writing a big 
cheque (using someone else's 
money) for a fancy new piece of 
hardware such as Ares and de- 
claring the problem solved. How- 
ever, as you work down the list of 
other safety features, though 
things cost less money and are 
increasingly effective, they rē- 
quire more and continuous man- 
agement effort and are less glam- 
drous: for the bosses. But if you 
áre genuinely passionate about 
avoiding blood loss, there is no 
other route to continuous safety 
improvement. . 
Killiney, 
Ireland 


Tony ALLWRIGHT 
СОЕ В 


Fed а line 





SrR-—Most coverage of America’s 
Federal Reserve appears to treat it 
and. its chairman, Alan Green- 
span, as one and the same. He is 
so highly: regarded and his every 
nuance so. closely studied that 
Senator John McCain even 
quipped about keeping his image 
alive if he were to die. You call 
him “Mammon’s own deity” (“No 
recount at the Fed”, November 
18th). Such glorification makes me 
wonder if like Louis xiv's legend- 
ary utterance, "L'état c'est moi", 
Mr Greenspan equates himself 
with the state of the economy. 
What are the views of the other 
members of the Fed's board of 
governors or are they dominated 
by their chairman? How do these 
people justify their salaries? Do 
they have any self-respect? Do 
they merit ours? 

Alexandria, 
Virginia 


DAVID STEINBERG 





Chairman's message 


Sin-—-Bagehot (December 2nd) 
wrongly places Peter Mandelson 
on a Mies van der Rohe chair. The 
chair in question was in fact a 
Ray and Charles Eames design. 1 
hope this will help to bury. the 
myth that New Labour's pro- 
European stance is to the detri- 
ment of the Anglo-American spe- 
cial relationship (at least as far as 
furniture is concerned). 
Brussels BRITT GROOSMAN 
— ж 





THE ECONOMIST DECEMBER 9TH 2000 





JOIN ONE OF THE WORLD'S STRONGEST BRANDS 
SHAPING THE FUTURE OF ELECTRONIC PAYMENTS 


Global consulting roles in fast-evolving practice of payments professionals 
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VICE PRESIDENTS, DIRECTORS AND SENIOR MANAGERS 
Top international packages SE Asia, Latin and North Americas 


Our client partners the world's leading financial services institutions to increase their 
speed-to-market with the most relevant B2B and B2C payment products. They act locally 
and globally with a strong network of international offices and significant financial resources. 


Their global profile and sophisticated knowledge management has lead to the establishment 
of a specialist consulting business to work with existing partners and international businesses. 
The advice given is based on the most accurate sector information on trends and best 
practice available. The value added is huge with exciting international delivery channels. 
Roles will be based in Argentina, Brazil, Canada, Hong Kong, Mexico, Singapore and 
North America (Stamford area/Miami). 


Your responsibilities 

» Introducing and selling a range of consulting services and tools to existing partners 
and new commercial clients. Working closely with consulting colleagues to build 
complementary services and revenues through regional offices around the world. 


* Leverage customer data to the benefit of clients and demonstrate significant added 
value over traditional consulting firms. Convey understanding. of card and payments 
business at strategic and operational levels. 


» Build close working relationships with clients and oversee successful implementation 
of solutions. Motivate teams on a project basis, and work towards a corporate 
objective to build a $500m+ practice over the next three years. 


Your profile 
* Strong background in the cards and payments sector. Consulting background/style 
preferred with corporate experience in financial services and/or retail electronic payments. 


* Sensitivity to international cultures with relevant languages for roles in SE Asia and 
Latin America. Personal circumstances to allow for regular travel, 


* Energetic and sympathetic team player. Able to work independently in the field with 
maturity and dedication to deliver in a complex international structure. 


Please reply enclosing your electronic CV in strictest confidence, 
quoting reference GB1014/2-9, via e-mail to response@e-resourcing.com 


Americas Europe SE Asia 


‘UNITED NATIONS - 


CENTRE FOR HUMAN SETTLEMENTS (Habitat) 






































Based in Nairobi, Kenya, the United Nations Centre for Human Settlements (Habitat) is the lead agency within the United Nations system for cities 
and human settlements. Through its Global Campaigns for Good Urban Governance and Secure Tenure, Habitat's operational activities focus on 
reducing urban poverty by improving the living environment, making local government more efficient and inclusive, and advocating for the rights of 
the urban poor to participate in-urban development. The Centre is currently implementing over 240 programmes in 85 countries: 





UNCHS (Habitat)'s: Regional Office for Africa and Arab States and its Disaster Management Programme have been supporting the implementation 
of Security Council Resolution 986 in Iraq. In anticipation of a significant increase. in activities to implement: the Settlements. Rehabilitation 
Programme in northern Iraq, as well as the commencement of an observation programme in central and southern Iraq, Habitat is currently seeking 
qualified candidates for the following challenging posts: 


Programme Director, Baghdad, Iraq (02/17) 

Responsible for overseeing all UNCHS (Habitat) activities in Iraq. High-level liaison with the Government of lraq and UN agencies. 
Qualifications: Minimum 20 years experience at a senior level within a Multilateral Agency with demonstrated leadership skills and ability to work in 
difficult environments. 


Chief Technical Adviser, Northern Iraq (L6) 

Management of all programme activities related to the implementation of the Settlements & Rehabilitation Programme in Northern Iraq involving 
over 500 contracts, 400 staff and a budget in excess of USD 400 million. Qualifications: Minimum 15 years large-scale project management experience, 
strong team management skills and superior negotiation skills. 


Planning & Programming Manager, Northern Iraq (L5) 

“Manage à team of sectoral experts and oversee the planning of integrated and sustainable settlements. 
Qualifications: 15 years relevant experience as a civil engineer or urban planner. 

Operations Manager, Northern Iraq (L8) 

Manage а team of sectoral experts to ensure the optimisation of the contract tendering cycle. 
Qualifications: 15 years relevant experience as a civil engineer or architect. 

Chief Administrative Manager, Northern Iraq (L5) 

Administrative, financial & human resources. management and reporting. 

Qualifications: Sound knowledge of UN financial and administrative rules and regulations. 15 years of relevant experience within the United Nations. 
Field Co-ordinator, Northern Iraq (L5) 

Management, programming and liaison with local contractors and authorities regarding settlement rehabilitation activities within a region. 
Qualifications: 15 years relevant experience as a civil engineer or architect. 

Resident Engineer / Architect, Northern Iraq (L4) 

Provide technical support and oversight for project proposals, designs, and the procurement of materials. 
Qualifications: 10 years relevant experience as a civil engineer or architect, 

Planning Officer, Northern Iraq (L4) 

Provide technical support in the design of new settlements. 

Qualifications: 10 years relevant experience as an urban planner, 

International Observer, Baghdad (L3/14) 

Supervision and monitoring of the distribution of building materials across central and southern Iraq. 
Qualifications 10 years relevant experience as a site engineer. 


The following positions in Iraq require a minimum of 4 years relevant professional experience, preferably 
within a UN field mission / project: 


Community Development Officer (L2/13) Soció-Economist (LILI) 
Monitoring / Evaluation Officer (LILI) Administrative Officer (L3) 
Statistician / Systems Analyst (LILI) Works Monitors / Inspectors (2/3) 
Finance Officer (L3) Senior Procurement Officer (L3/L4) 
information Technology Expert (L2/L3) Logistics Officer (L2/L3) 

Data Management Specialist (L2/13) Programme Management Officer (L3) 
Accountant (L2/13) Human Settlements Officer (L2/L3) 





An advanced university degree or equivalent experience and fluency in English ave requirements for all position 
advantage. Experience within a developing country context is preferred. Habitat offers internationally comipetitive sala 
UN IL postings are nonfamily duty stations. Interested. candidates should forward a copy af thelr CV or 
indicating which post they wish to apply for by e-mail to: DMPOunchs.ovg, or fax: (254 2) 624263 ov 623685. Appl À ; ; Г. 
December 2000. Women ave particularly enconraged to apply. Due to the expected level of vesponse to this advertisement only short-listed. candidates will ШЕ 
contacted, Recruitment is envisaged to take place from January to early February 2001. Successful candidates will be vequired to take up their posts as soon - 
as reasonably posible. Further background information is available from the UNCHS (Habitat) web site located at: А | 






http://www, unchs.org 
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Ж q7W Department for 
international 
LAM. Development 


PRICEWATERHOUSE(COPERS (9) 


Executive SEARCH & SELECTION 


DEPARTMENT FOR INTERNATIONAL DEVELOPMENT 
CHIEF EDUCATION ADVISER 


NTRAL LONDON BASE 


The Department ternational Development (DFID) is the British 
Government department responsible for promoting development 
and the elimination of poverty. It works. in» partnership with 
governments, business, civil society, the research community and 
multilateral institutions to achieve its goal - halving the proportion 
of the world’s population in extreme poverty by 2015. 


As Chief Education Adviser you will have a real opportunity to 
influence international strategies for improving education in 
developing countries. You will be expected to energise and lead 
DFID's contribution to meeting the International Development Targets 
for education, and, together with around 40 professional staff, you will 
have responsibility for DFID's education development policy. You will 
also be a member of a multi-disciplinary group of Directors and Chief 
Advisers who collectively formulate DFID's programmes and policies. 
The role involves advising the Secretary of State and Ministers and 
representing DFID both nationally and internationally. 


You will have a track record of significant achievement in the 
education field with the ability to operate credibly and persuasively 
at the highest levels internationally, A teaching background is 
not essential. Of more importance is your ability to provide 


Set in the heart of the spectacular Mountain Kingdom 
of Lesotho, and close to the legendary mountainous 
"Barrier of Spears" - a high-tech, billion plus Dollar 
water project, providing hydropower for Lesotho 
and water for the Republic of South Africa. A joint 
venture by the Lesotho and SA Governments, 
controlled through the Lesotho Highlands 
Development Authority (LHDA), the magnitude and 





proven management and leadership ability, alongside excellent 
communication and influencing skills and. an approach that is 
corporate in nature. Fluent English, both orally and in writing, is 
essential, although you do not need to'be a British national. 


Starting salary will be up to £65,000 per annum. More may be 
available for an exceptional candidate. A relocation allowance will 
be available. : a 


To download a briefing pack, including further information on the 
DFID, person and job specifications, and how to apply, please visit our 


website at www.pweglobalcomexecutive/uk Alternatively please galt: i 


our 24 hour pack line on 020 7804 2615, quoting reference MP3205. 
The closing date for appl cations is Sth January 2001. | 


DFID is an equal opportunities. employer anc encourages 
applications fram women, members from ethnic minorities and 
people with disabilities. 

PricewaterhouseCoopers, Executive Search & Selection 

Plumtree Court, London ECAA'4HT 

Fax: 020 7213 5545 

Email: mark.a.collins@uk,pweglobal.com 


соло demands financial planning and. cost 
analysis skills of the highest order. This two-year 
renewable contract position calls for bothispecialist 
financial expertise and a commitment to work with 
and train competent local successors over the 
contract period. Work experience in developing 
countries would be an advantage, and fluency in 
English is essential. 


Chief - Financial Planning & Analysis 


An impact critical position for a planning and costing professional with foresight, hindsight 
and a genuine desire to exploit proven skills in one of Africa's biggest projects 
Ideally from a major industtial corporate or civil capital project environment, candidates must have a high level 
accounting qualification, апа ап engineering qualification or MBA would be an advantage. Essential is at least 10 
years experience in project financing control, or corporate financial planning and cost analysis, ona large scale-along 
with a bottom-line orientated approach and willingness to add value across the financial management and systems 
spectrum. 
Specific proven skills and abilities must include the following: 
* high level computer modelling expertise * preparation and revision of short and long term cost plans and 
budgets, financial forecasting plans and analyses which integrate projects, contracts and currencies + development 
of long term financing plans and budget funding plans, including financing costs * cash flow, cost reporting and 
control; cost allocation between projects and stakeholders * ability to liaise effectively with Treasury, the World 
Bank and other donors, consulting engineers and environmentalists * SAP cortrolling module exposure an 
advantage. 
Outstanding tax-effective expatriate package negotiable, including housing and education 
allowances, relocation expenses and airfares, social amenities and sports facilities 


Fax: 27 11 269 8881 e-mail: rosb? msl.co.za 
Telephone: 27 11 269 8880. 
Please quote ref. no. FPO10. 


Applications with full career and salary 
details (no certificates or references) to Mr. 
Roy's office by 12 January 2001, 


Vier OUR Jos PORTAL AT 


LoGiCALOPTIONS ; JOBFOOD-COM 
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International 
Monetary 
Fund 


For its headquarters in ‘Washington, D.C. (U.S.A.), the 
IMF is seeking. a professional 


Ss English Translator 
Candidates ust have a demonstrated abil ity to translate 

, economic, financial, legal, and statistical material into native-level 

г English from (i) German and (ii) at least two of the following 

other languages: Arabic, Chinese, French, Portuguese, Spanish. 

<: Candidates must meet high standards of quality within tight 
production deadlines, and should hold an advanced degree in a 

: language-related field, law, and/or an economics-related field, 

d have at least 5 years of relevant experience, preferably with 

international organizations. Additional language knowledge 

; and/or administrative experience would be a plus. 


- Pre-selected candidates will be required to take written tests from 
hê releva source languages. 


All candidates must be familiar with standard software applica- 
. ions (such as Microsoft Word and Excel). 


Interested candidates should send their resume, by December 31, 
2000, preferably by fax or e-mail. Please send only one copy, 
|; making explicit reference to vacancy ROO180B. 


Portuguese Translator 
Candidates must have a demonstrated ability to translate 
“economic, financial, legal, and statistical material from English 
into Portuguese, meeting high standards of quality within tight 
production deadlines; they should also be able to provide draft 
translations from Portuguese into English. Candidates should 
have a university degree in translation and/or in an economics- 
related field and at least 5 years of relevant experience, prefer- 
ably with international organizations. 


Advanced (native-level) knowledge of Portuguese and thorough 
> {near-native) understanding of written English is required. A 
good knowledge of other languages would be a plus. All candi- 
dates must be familiar with standard software applications (such 
as Microsoft Word and Excel). 


Pre-selected candidates will be required to take a written test. 


Interested candidates should send their resume, by December 31, 
2000, preferably by fax or e-mail. Please send only one copy, 
making explicit reference to vacancy ROO131B. 


The IMF is also seeking to expand its roster of 


Portuguese Free-Lance Translators 

for free-lance work from English into Portuguese. Candidates 

` should be experienced in economic and financial translation, have 

; the ability to meet high standards of quality within short production 
deadlines, and be equipped to exchange translation material elec- 
tronically. 


Candidates for contract work should send their resume by post, 
‚Тах, or e-mail, making explicit reference to vacancy R00177B. 


“international Monetary Fund, Recruitment Division, IS 9-100, 
.. 700 18th Street, N.W., Washington, D.C. 20431 
Fax: +1 202 623-7333; E-mail: recruit@imf.org 


Further details about the rola and function 
of the IMF are provided on its Web site: 


http//www.imf.org 
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@) e United Nations Environment Programme | 





RE-ADVERTIZED* 


EXECUTIVE SECRETARY (D-2), 
SECRETARIAT FOR THE VIENNA | 
CONVENTION AND ITS PROTOCOL 


DUTY STATION: NAIROBI. 
VACANCY ANNOUNCEMENT NO. NA-00-79 
Duration: TWO Years (Renewable) 
DEADLINE FOR APPLICATIONS: З January 2001 


The United Nations Environment Programme. (UNEP) is the: leading. global 
environmental authority that sets the global environmental agenda and promotes 
implementation of the environmental dimension of sustainable development within 
the United Nations system, 


UNEP provides the Secretariat to the Vienna Convention for the Protection of 
the Ozone Layer and the Montreal Protocol on Substances that Deplete the 
Ozone Layer, which have the objective of protecting the stratospheric ozone 
layer by phasing out the production and consumption of specified ozone 
depleting chemicals. More than 170 Governments have ratified these 
agreements. The Secretariat is headed by the Executive Secretary. 


The Executive Secretary, under the overall guidance of the Executive Director 
of UNEP will: 

Provide information to the Governments and relevant organizations and 
individuals on all aspects of the protection of the ozone layer as necessary. 
Represent and promote the legal agreements in relevant international, 
regional and national meetings as necessary. 
Facilitate assessment on all aspects of the ozone layer by assisting 
Panels of experts and communicate reports to the Governments and 
other relevant bodies, 
Service the meetings of the Parties to the Vienna Convention and the 
Montreal Protocol and their subsidiary bodies by preparation of 
working documents, arranging for the meetings and assisting in 
conducting the meetings. 
Facilitate the implementation of the decisions of the meetings. 
Monitor the implementation of the agreements by analysis of data and 
information and report to the meetings of the Parties. 
Effectively manage the professionals and other staff of the Secretariat 


Qualifications and Experience: The candidate should have an advanced 
university degree in relevant subjects. He should have 15 to 20 years of 
professional experience of which some should be at national level with links to 
the international process on environment and 5 years experience at the 
international level. Good understanding of different aspects of the agreements 
and experience in facilitation of inter-government process needed. Ability to 
lead a team of specialists in inter-disciplinary efforts essential. Management and 
organizational skills and experience essential. Command of English, necessary, 
Experience in UN systems and working knowledge of UN languages other than 
English desirable. 


An internationally competitive salary and benefits at standard UN rates will 
be offered. 


Applications: Applicants are requested to send a detailed C.V. including date of 
birth, nationality, educational qualifications, summary of professional. skills, 
relevant work experience and languages spoken or to complete a United Nations 
Personal History Form (P-11) , available at UN Offices. The applications may 
be sent or faxed before 3 January 2001 to the Chief, Classification and 
Recruitment Section, Human Resource Management. Service, United Nationis 
Office at Nairobi (UNON), P.O. Box 675M8, Nairobi, Kenya. Fax: (254-2) 
524212/624134/622615/622624. 


IN ALL CORRESPONDENCE OR INQUIRIES PLEASE QUOTE 
VACANCY ANNOUNCEMENT NO, NA-00-79, 


*THIS POST WAS PREVIOUSLY ADVERTISED UNDER VACANCY 
ANNOUNCEMENT NUMBER NA-99.93 AND THOSE WHO HAD 
ALREADY APPLIED NEED NOT RE-APPLY. 
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* Ensuring that residents in QM ê disadvantaged neighbourhoods 
have equal access to jobs in the new economy 

* Promoting London internationally 

* Working towards sustainable development, 

We are looking for committed, creative, dynamic individuals who may 

come from a variety of academic or professional backgrounds. 


Director of Strategy Development & Intelligence 


With senior management experience and proven ability to build and 
manage relationships with a wide range of key players, you will have 
analytical rigour combined with strong communication and influencing 
skills. You will be responsible for leading the development of the LDA's 
Ragional Econornic Strategy, securing high quality intelligence and 
research, developing policy responses and evaluating the outcomes of 
LDA activity and its performance. 


LONDON 


DEVELOPMENT 
AGENCY 











mann weaver 




















Director of Operations & Local Strategies 
With strong leadership and influencing skills and substantial senior 
management experience, you will have proven ability to lead and manage a 
large programme of complex: projects. You will advise local partnerships, ..- 
manage the delivery of local economic development projects, manage staff 
and funds effectively, and monitor programme performance. You. will be 
expected to be a highly effective operations manager, shaping the 
regeneration agenda in diverse parts of London and contributing to elfective 
decision-making with your oclleagues, the Chief Executive and Board. 


Director of Finance & Corporate Services 


You will be a qualified accountant with substantial financial 
management experience, including in the public sector, with good 
communication skills and the ability to make a broad-based, strategic: 
contribution to the senior management team. You will oversee the: 
provision of effective infrastructure support to the Agency, to the LD 
Board and its Committees in the areas of HR, technology and faciliti 
and embed effective financial management disciplines. r 


Salaries for all posts are in the range of £65K - £85K 


For further information or to apply please contact the LDA advisors, 
David Weaver or Jagtar Singh at Mann Weaver, 4 Beatty House, 
Admirals Way, London E14 9UF; Tel: (020) 7538 8688; Email: 
mannweaver@dial.pipex.con 

Closing date for applications: 10 January 2001. 

The London Development Agency is an equal opportunity employer. 





The National Institute of Public Health and the Environment: (RIVM) is a research institute. 
with an advisory and policy-making function with regard to the national public health, the 
environment and nature. The Institute reports to the Ministry of Public Health, Welfare 
and Sport (VWS), and also undertakes commissions from other ministries, notably the | 





(eil Vim 


research for 
man and environment 

























The Institute The Bureau of International Co-operation (BIS) 
initiates, co-ordinates, facilitates and manages international 
activities of the RIVM, in particular Technology Transfer and 
training in the field of vaccines, This in collaboration with other 
international bodies such as the WHO, EU, World Bank and 
UNICEF. In addition, BIS participates in policy-making concerning 
the international activities carried out by the RIVM. 

The Position Your primary responsibility is the implementation 
and further development of the International Vaccine Policy of 
the RIVM, with primary focus on developing countries, in 
particular with respect of the transfer of knowledge and 
expertise related to production, quality control and quality 
assurance of vaccines. As director of the Bureau for International 
Cooperation you will have the overall responsibility for a team 
of professional experts in the field of vaccinology and advise 
the Board of Directors of the institute in international affairs 
related to vaccines. 

Qualification and experience You have a university degree 

in biomedicine or a related field and knowledge of the 
management of vaccine development projects. You have a 
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RIJKSINSTITUUT VOOR VOLKSGEZONDHEID EN MILIEU 
NATIONAL INSTITUTE OF PUBLIC HEALTH AND THE ENVIRONMENT | 


The Institute intends to appoint a Director International Cooperation 


Ministry of Housing, Spatial Planning and the Environment (УКОМ), and the Ministry of 
Agriculture, Nature Management and Fisheries (UNV). it has а staff of approximately 1500. 


strong international network within the field of vaccine 
production and quality control. You should have negotiating 
skills in international contracts and financial, political, 
managerial and commercial experience related to all aspects 
in vaccine manufacturing. 

Salary Competitive, dependent on experience. 

Application Enquiries can be obtained from Professor Bernard 
A.M. van der Zeijst, Acting Director (Tel: +31-30-2742569; 
e-mail: wilette.van.heldenGrivm.nl). 

To apply please forward a full CV to 

Wilette H. van Helden, Human Resource 
Manager, RIVM, P.O. Box 1, 3720 BA Bilthoven, 
The Netherlands. 

Web site: http://www.rivm.nl 



















UNITED NATIONS RELIEF AND WORKS AGENCY 
FOR PALESTINE REFUGEES IN THE NEAR EAST 
UNRWA 


;, UNRWA, the largest United Nations programme in the Middle East, provides education, health 
Care, relief assistance and 1 services to 3.4 million registered Palestine refugees in Jordan, 
Lebanon, the. Syrian Arab Republic, the West Bank, and the Gaza Strip. UNRWA is seeking to 
employ a well qualified and experienced 


Chief, Public Information Office, HO/Gaza, (P-5) 
e VN/M/32/2000 


sion of the Commissioner-General, the Chief manages and leads the 
‘ations staff of the Agency, He/she is responsible for helping formulate 
S communications strategy, serving the refugees, the host countries and 
add using the. print, radio, visual and internet media. This involves 
signing and editing a range of print products and developing visual, 
g and conducting press conferences, interviews and other 
$, providing guidance and support to the Public Information Officers in the 



















































x in dealing with information and 
involvement with the international media, in à senior 
ditor or in publishing is desirable. Languages: Excellent 

ke dd written English including specialized writing and communication skills is 
critical, Working knowledge of Hi or spoken Arabic and/or French is desirable. 

RWA offers an attractive compensation package including gro angal salary starting at 
$91,215 ($60,753 net tax free with dependants; $62,014 single) plus 16.3% post adjustment 
multiplier plus an attractive fringe benefits package (education grant, dependency allowance, home 
leave, pension fund, health insurance, 6 weeks annual leave). Initial contract: 1 year, extendable to 
Wo, or Conipletion of а: one-year probationary. period. Depending on the performance of the 
Ancumbent and the continuing need for the post, the contract may be extended beyond the two-year 
. Gaza is currenily à non-family duty station. A spouse may elect to reside in or outside of 
; dependent children are required to reside outside of Gaza. Where the spouse elects to reside 

outside of X э: Allowance for maintenance of a sécond household may be payable. 
Applications; UN Personal History Form can be downloaded from UNRWA website and faxed to 
972-T-671-7694-0r electronically forwarded to: unrwa-ahr@unrwa.org, Resumes can also be sent 
“to Head, Recruitment Sec МЕЖА НО Gaza, via UNRWA, P.O. Box 700, A-1400. Vienna. 
Austria. Please quote ref. VN/M/32/2000. The deadline for receipt. of applications is 28 
December 2000. For more information, please refer to UNRWA website http: www.unrwa org. 
Only those applicants in whom the Agency has further interest will be contacted. 


Date of issue: 28 November 2000 

































At the request of the Ministry of Agricu 





Main Duties 







perceptions and priorities, 





Ministry. 
Profile 







development including macro-economic aspects. 







Conditions 





Salary package according to EC standards for EDF financed contracts. 
Applications 
Ante 
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REGIONAL ADVISER ON SOCIAL DEVELOPMENT AND PLANNING : 
ESCAP Pacific Operations Centre, Port Vila, Vanuatu { 


The United Nations Economic. and Social Commission for Asia arid the Pacific 
(ESCAP) is inviting applications for the above-mentioned post ftom persons with 
high qualifications and extensive experience in social development and planning. 
Under the general supervision of the Head of the ESCAP Pacific Operations Centre, 
the incumbent's duties mainly involve providing advisory services to the 
Governments of the Pacific Island countries on formulating, implementing and 
evaluating social development plans, programmes and projects. (Please: see full 
text of the vacancy announcement in the ESCAP Website «www.unescap.org».) 





Requirements: Advanced university degree in social sciences, preferably with 
emphasis on sociology, development economics or political science. At least. 15 
years of substantial regional experience in. the formulation and administration: of 
development programmes and proven ability to work with governments and non- 
governmental organizations. Pacific cultural background is ап. asset. 

Fluency in spoken and written English with excellent drafting ability is essential. 
Additional knowledge of other UN official languages would be àn asset. 
Remuneration: Depending on professional background and experience; annual net 
salary (including post adjustment) from US$68,339 (without dependants) and 
US$73,562 (with dependants) plus a numberof additional benefits. Initially one- 
year appointment with possibility of extension. : > 


Qualified women are encouraged to apply. . 
Applications with full curriculum vitae and references should’ be sent to Chief, 
Personnel Services Section, Division of Administration, ESCAP, United Nations 
Building, Rajdamnern Avenue, Bangkok 10200, Thailand. Fax: (66 2) 288-1045 or 
288-1000. 
E-mail address: «escap, personnel, services Pun.org». 
Please refer to <hup://www.un.org/Depts/OHRM/guidenew.him> for guidelines for 
preparation of resume. 


Due to volume of applications, only candidates under positive consideration will be 
informed of the outcome. 


Closing date for receipt of applications: 31 January 2001. 


nior Agricultural Sector Policy and Programme Advisor (ASPPA) 





Паге, Animal Industry and Fisheries (MAAIF) which is the line Ministry of the supporting programme, the National Authorising 
Officer (МАО) with the EC Delegation seek to recruit а senior Sector Policy and Programme Advisor (SPPA), attached directly to the Minister and the Permanent 
Secretary (PS) of MAAIE, on policy formulation, strategic planning and technical guidance, 


The overall responsibility of the SPPA will be to ensure that the Minister, the Permanent Secretary of MAAIF and the NAO / EC Delegation get sound professional advice 
and are continuously briefed on events and progress of implementation of activities in the Ministry and the sector with particular emphasis on the Plan for Modernisation 
of Agriculture. (PMA) implementation. The specific duties will include but will not be limited to: 


Assisting the Minister, the PS and the Directorates of MAAIF in preparing and elaborating the action plans compliant with the PMA and the functions of the Ministry. 


* Supporting the Minister's office in liasing with farmers, agro-industry, NGO's and other interest groups so as to maintain peak ministerial awareness of changing 


® — Facilitating inter-directórate professional imeractions within MAAIF, with key parastatal bodies (such as NARO and UCDA) and other key Ministries. 


Spearheading the design and implementation of the MAAIF perlormance assessment system linked to its roles elaborated through the functional analysis of the 


National of an ACP or European Union member state, holder of at least a M.Sc. Uni versity Degree or equivalent їп agro-economics or a related field and a minimum of 15 
years of relevant working experience, The ideal candidate will have the following additional skills and experience: 


Atleast 5 years experience in senior and high level management / planning positions with a strong track record in strategic and operational planning in agricultural 


Full grasp of poverty alleviation and rural developmenV/agricultural development issues and a very good experience in tropical agriculture. 
Good communication, reporting and proven facilitation skills for diverse stakeholder groups. 


"Mery good command of English with proven drafting ability and computer literate (word processor, spreadsheet and database). 


Duty Station: Emebbe/ Kampala; райда: 2 year contract starting in February 2001 (indicative) with possible extension up to a maximum of 5 years. 
à р gi y E гу px p y 


ed individuals are invited to send their C. V and a letter of motivation in English by mail, E-mail or fax before 22nd December 2000 10 EC Delegation in Uganda, 
atin. Y. Gillet, PO. Box 5244, Kampala, Uganda. Fax: 256-41-233708 or E-mail at the following address: mailto @deluga.cec.eu.int 
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THE WAR GAMING DEPARTMENT AT THE 
ese NAVAL Wan COLLEGE е? ө 


is seeking several individuals to join the new Research and Analysis 

Division. This new organization will take a leading role in setting the» 
research agenda for the War Gaming Division and In analyzing te 

results of war games and similar analytical efforts. 


eurasia| 


** Successful candidates must have education and NE 
that demonstrate a strong capability to perform the following 
analytical tasks: 


identifying future core defense problems in considerable depth; 
designing practical research projects for attacking problems: 
and obtaining specific, actionable, and concrete results; 
leading or participating in the implementation of research using 
such methods as interviewing historical research; war game 
computer simulations, and quantitative analytical methoi 
rigorously analyzing the results of that research-to synthesize 
conclusions into forms understandable.and usable by senior 
decision-makers 


A Ph.D. or equivalent education: is preferred, büt aker à ways: of 
demonstrating the skills listed above will be considered. The posi 
requires the successful candidate be capable of obtaining a TOP SEC SET 
security clearance. This is a designated position under the Department 
of the Navy Drug Free Workplace Program requiri: ng that the selecte 
Individual pass a drug screening test prior to appointments. and 
randomly thereafter. 


Curriculum vitae, Standard Form 171, of other form of resume 
should be submitted to President Code 3. (Attn: Search 
Committee), Naval War College, 686 Cushing Rd, Newport Ri, 
02841-1207 no ‘ater than 19 January 2001. Candidates claiming: 
Veterans Preference must provide a copy of their DO-214 (Record. 
of Military Service), and if claiming 10 points, an SF-15, 
(Application for; 10-point; Veteran Preference) with appropriate 
Veterans Administration certification. The Naval War College. is 
an Equal Opportunity Employer. 








Please remit CV and cover letter before December 30" to: 
info@eurasiagroup.net e facsimile 4 
f Eurasia Group e 133 Broadway, Suite 1600, 


No phone calls please 





Asian Development Banks overarching goal is fo reduce. poverty and i improve 2 the а liy of life of peopl е іп the Asian & Pacifi ic region. 


Experts for Consulting Opportunities 


the Pacif 


& 





ing Poverty in Asia 


The Asian Development Bank (ADB), which манго in Manila, Philip- 
pines, invites applications for 3 positions of Long-term International Consult- 
ants, to be recruited as individuals, юга proposed Regional Technical Assis- 
tance on Promotion of Renewable Energy, Energy Efficiency, and Greenhouse 
Gas Abatement (REGA) technologies for 14 Asia-Pacific countries. The techni- 
cal assistance will generate a pipeline of REGA investment projects for financ: 
ing through commercial sources, the Global Environment Facility (СЕР), and 
Clean Development Mechanism; identify policy and institutional barriers fo. dis- 
semination of REGA technologies; outline measures for removing them; and 
develop financing models. The 3 International Consultants, to be placed in ADBs 
environment, energy (east), and energy (west) divisions, will provide advisory 
services for different tasks relating to the technical assistance. 


* Climate Change Abatement Specialist 
A strong background in environmental economics and policy, experience in. 
climate change policy issues, and | pr à tion of investment projects for GHG : 
abatement — ' | 


*Renewab Energy sialist 
A strong backgro п relevant: engi neering/technology disciplines, and : 
experience in policy and financing issues for dissemination of, and prepara- 
"tion of investment projects for renewable energy technologies 


«Energy Efficiency Specialist 
A strong background in relevant engineering/technology disciplinas; and 
experience in policy and financing issues for dissemination of, and prepar: 
tion of investment projects for energy: ташу technologies 


Candidates should be nationals of ADB member countries, and have at least a Master's degree in the field(s) concerned, besides 40 years of relevant professional experience, 
major part of which should be in the Asia-Pacific region, The initial appointments may be made for 1 year, extendabla up fo a maximem of 3 years. The compensation package wi 


be internationally competitive. 


Send CV and cover letter by fax or mail quoting Ref. No. 00-45 by Paya 2001 to: 


Tel: (63-2) 632-4444 MANAGER, ENVIRONMENT DIVISION 
Fax: (63-2) 636-2195 ASIAN DEVELOPMENT BANK 
E-mail: jobs@adb.org ^ Р.О. BOX 789, 0980 MANILA, PHILIPPINES 
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EXECUTIVE FOCUS 





The opportunities from e-transformation are vast. 
Only we can create the vision today and the 
reality tomorrow. 


We architect programmes of radical change and 
bring order to chaos. Then we can make it happen. f£ 





We help our clients reinvent their businesses, 
build new ones and turn whole industries on their 
heads. Otherwise, how could we succeed in our 
aim of increasing their market value ten-fold? 







A 











It is not a question of can we succeed, just whether 
<<<< <<<< <<<< you have the ambition to succeed with us.«««« «««« << 






To apply, please email your CV to Raechel Peek 

at raechel.peek@uk.pwcglobal.com 7 

Learn more at www.pwcglobal.com/uk/mcscareers / 
| 






Aaa ^ 






nnn; 





Im n in 


ber firms of the world: 


4. 


'HOUSK COPERS (8 


r we can change the worl 


H 
Š 
Н 
t 
2 
= 
ё 
E 
& 
x 
= 
s 
i 
Е 
£ 
d 
¥ 
Š 
2 
© 
& 


16 THE ECONOMIST DECEMBER 9TH 2000 






Dean Search - 


MBA, ару; AML IOI I LOMA ARE 


MBA & E-Business Programs 


International 
niversity of Japan (IUJ), 

a private graduate school, invites 
applications for the position of 
j Dean of the Graduate School of 
International Management (GSIM). 


With students and faculty from all over the world, IUJ boasts a 

true global community in the economic heart of Asia. The GSIM 

attracts students with globally competitive qualifications from 

over 40 countries. It is consistently ranked as a top 10 Asia- 

Pacific busin ool, and is expanding with a new one-year 

Master of E-Business Management program. beginning i in 

Fall 2001. All courses are taught in English. Located 

ina valley surrounded by magnificent 

It mountains in Niigata Prefectire, IU] is only 
100 minutes from Tokyo by train. 





Qualifications: Applicants must have either a Ph.D. in Business Administration (or a related 
area) with strong academic accomplishments, or ar MBA with substantial industry experience. 
Applicants must also have outstanding administrative experience and strong English 
communication skills. Please send à resume and names of three references. (MS Word, PDF or 
plain. text format) to dean.search@iuj.ac.jp (or fax 81-257-79-4443.) . For further information, 
please contact dean.search@iuj.ac.jp. Please also visit www.iuj.ac.jp to learn more about ЙЛ. 






finternational University of Japan 


Graduate School of Internatio 


MAXWELL 
STAMP“ 


SENIOR Е 
CONSULTING OPPORTUNITIES 


Maxwell Stamp is a leading international economics and 
business consultancy providing policy and technical advice 
to public and private sector organisations. 
opportunities in our Finance and Privatisation Division for 
eligible to work in Europe оп long and short- 
term assignments. If you have at least 10 years experience 
in any of the following areas, please send us your CV and 
detailed covering letter quoting ref: F&P: 


We now have 


individuals 


Penions Reform & Social Insurance 

Central Banking, Financial Sector Regulation & 
Monetary Policy 

Privatisation Strategy & Transactions 
Corporate & Trade Finance 


We also have a head office based vacancy for a 
Project Administrator. 


e-mail: london@manwellstamp.com 
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IUCN 


The World Convservation Union 












IUCN - The World Conservation. Union was founded in 1948 and 
brings together 79 states, 112 government agencies, 738 NGOS; 
affiliates, and some 10,000 scientists and experts from 181 countr 
in а unique: worldwide partnership. Its. missien is to: influenc 
encourage and assist societies throughout the world to conserve t 
integrity and diversity of nature and to ensure that any иѕе ОЁ natural 
resources is equitable and. ecologically sustainable, Within the 
framework of global conventions IUCN has helped over 75 countrit 
to prepare and: implement national conservation, and biodiver 
strategies. IUCN has approximately 1000 staff, most of whom 
located in йу 42 regional and country offices while 100 work a 
Headquarters in Gi tzerland. IUCN is ar. equitl opportunity 
employer and welcomes. applications from qualified women and men. 


BUSINESS DEVELOPMENT 
_ AND : 
OUTREACH MANAGER 
IUCN, the world's. umbrella organization for environmental : 
institutions in тоге than 140 countries is creating а new busine 
development and outreach’ po on. to. diversify and enhance 


income base in su ts worldwide conservation and sustainable 
development activities 1 id to strengthen communications. : 





















The Business Development and Outreach Manager will be respoi 

for developing and implementing a global plan for revenue gene: 

in close cooperation with IUCN's global and regional ‘programme 
The Manager. will. provide: leadership, advice and support in. all 
activities related to. fundraising and outreach, The: functional units 
reporting to the Manager. include Donor. and ‘Multilateral Ройс 
Relations, Communications, Publications and Membership. 







The Manager's responsibility will be to coordinate the Union's overall 
revenue generation and outreach efforts. In close collaboration with 
his/her team, he/she will develop strategies to develop new sources of | 
income from public. and: private sources, including the corporate 
sector, market IUCN's knowledge-based products and: services, and 
facilitate and support effective relations with key donors, partners and: 
members. He/she will be a member of IUCN's Senior Management 
reporting to the Director General in IUCN headquarters in Gland (near 2 
Geneva), Switzerland. 
















Qualifications 


The successful candidate has at least 15 years’ experience in resource: 
mobilization including substantial experience in an international: 
setting or organization. He/she has worked extensively "with 
philanthropic, corporate, government (including bilateral; 
multilateral. funding agencies) and NGO sectors, has demonstrated 
business acumen, together with excellent communications. skills 

expertise, as: well as strong inter-personal and team building ski 
He/she has demonstrable affinity with the IUCN mission, and works 
well in a multi-cultural environment. Excellent English is essentia 
French and Spanish desirable. 























Interested candidates should apply before 2 January 2001 to: 
Director, Human Resources Management group, IUCN-The 
World. Conservation Union, 28 rue Mauverney, 1196 Gland, 
Switzerland. Fax 41 22 999 03 39; E-mail vacancies? bq.jucn.org: | 
http://www.ucn.org - 
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Berlin - Germany's media and IT capital 


The emergence of Berlin as the capital of united Germany 
and the seat of the country's government has turned it into a 
magnet for media and communications enterprises, with 
roughly 8,000 companies now active in the media and IT 
industries there, employing some 100,000 people, mainly in 
service jobs. In the meantime, about a third of Germany's 
multimedia specialists work in Berlin. The city's growing 
media and communications industries form the core from 
which tomorrow's information society will develop. 


Traditionally, Berlin has close ties with the film sector, 
which is reflected both in its popularity as a location for pro- 
duction studios and in various international events. Thanks to 
its reservoir of artistic and creative talent and its enhanced 
political and cultural role as Germany's capital city, it is 
increasingly becoming a significant force in TV productions as 
well. The traditional print media are also well represented 
in Berlin, which ranks second in Germany in terms of the 
number of book publishers based there and has a flourishing 
newspaper and magazine market. 


EXCELLENCE IN RESEARCH 


Berlin's strong appeal for media enterprises would have 
been unthinkable without a modern infrastructure. The city 
boasts a state-of-the-art digital communications network, with 
important pilot projects in digital radio and television (cable 
and terrestrial). Fibre-optic technology links up the city’s house- 
holds and a broadband network based on ATM technology 
ensures an instant exchange of data between Berlin's research 
and teaching institutions. 

Berlin's state government has recognized the opportunities 
for economic growth and job creation offered by the media 
and communications industry. Business start-ups have been 
encouraged in this area and, among other things, an official 
initiative has been launched, bundling multimedia activities. 
Some ventures are run as public-private partnerships, while 
others have exclusively attracted outside investors, who have 
been quick to spot the large potential of Berlin’s expanding 


media and IT industries. 
. 
rm jmd 


An integral part of Commerzbank's international experience built up over 130 years is the excellence 
of the Group's research. Both the quality and scope of our research is recognized by policy makers, the business and financial community 


and the press around the world. For more information about Commerzbank's broad research capabilities, just contact us in Frankfurt 


(volkswirtschaft@commerzbank.com), London (comsec@commerzbankib.com), Prague (research@ccme.cz), New York 


com), 


Singapore (Fax +65 225 39 43), or Tokyo (cbkjapan@gol.com). Or visit our website: www.commerzbank.com 
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A hard 


1 time in „йш bank- 
ing. On December sth 1996, Alan Green- 
span, chairman of America's Federal Reserve, 
gave his famous warning about irrational ex- 
uberance in the stockmarket. Yet four years | 
on, to the very day, and with stockmarkets 
considerably higher than in 1996, Mr. Green- 
span injected some irrational exuberance of 
his own. With a reassuring speech that was 
taken to imply that the next move in interest 
` rates would be downwards, and that the. Fed 
` was ready to ease if the economy slowed too 
~ sharply, he lifted share values by almost $600 
billion in a single day. The Nasdaq rose by 
over 10%, its biggest-ever daily gain. 
‘Mr Greenspan's soothing words were lapped up by inves- 
` tors who had become nervous that America’s economy was 
heading for a hard landing. The economy is slowing more 
than expected; and last year's tech bubble has clearly burst. 
Yet, as Mr Greenspan pointed out, none of the recent econ- 
omic numbers should themselves cause alarm. A slowdown 
in the economy's breakneck speed is exactly what was 
needed. Demand has outpaced supply for several years; to 
ease tight labour markets and to stop inflation rising, the Fed 
has raised interest rates by 1% percentage points since 
mid-1999, to 62%. Mr Greenspan seems to believe that a soft 
landing is on course, as weaker share prices and tighter finan- 
cial conditions dampen consumer spending. 

The fact that evidence of a slowdown generated so much 
gloom has merely highlighted the extent to which expecta- 
tions were inflated. There is, indeed, a worrying circularity in 
the response to Mr Greenspan's speech. Share prices soared 
because investors think that interest rates will be cut early 
next year. But that will happen only if consumer spending 
slows. If stockmarkets bounce too far, consumer spending 
will stay too strong—and interest rates will not be cut, and 
might even have to be raised. 

The markets are now discounting a half-point cut in inter- 
est rates in the first half of 2001. This is surely premature. Both 
the core rate of inflation and the increase in wage costs have 
edged up this year. To relieve inflationary pressures, growth 
needs to stay below its sustainable rate for a longer period. 
And the Fed should be careful not to give the impression that 
it will underwrite share prices by cutting interest rates. The 
Fed's past success in steering the economy may have created a 
moral hazard: if investors believe that monetary policy will 
Support share prices, they will tend to take bigger risks. 

Many investors also believe that tax cuts can be called in 
aid of a soft landing. Dick Cheney, who will be vice-president 
if George W. Bush moves into the White House, said this 
week that America may be on the "front edge" of a recession, 
and pledged that Mr Bush would push to cut taxes quickly. 
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landing? 






With a large budget surplus, this might 
sensible. But, not least because of the lon 
` before tax cuts take effect, they are a bad wa: 
to fine-tune economies. Fortunately, a weak 
presidency, combined with near-balance i 
Congress, should make it harder than ever to: 
agree on changes in fiscal policy. 
Although the Fed may yet steer the Amer- 
ican economy to.a soft landing, investors ar 
underestimating the difficulty of its task (see 
pages 85-87). History shows, in fact, that cen 
tral banks rarely manage it. That is partly be 
cause. slower-growing economies are m 
vulnerable to external shocks than booming 
ones. It is also because slower growth exposes. 
all sorts of economic and financial imbalances. The borrow- 
ing binge that has taken place in America on the assumption: 
of ever-rising profits and share prices may seem especial 
unwise as growth slows. And pessimism can be as contagi 
as exuberance. There is a risk that America’s virtuous circl 
high investment, faster productivity growth, and rising 
and share prices could turn vicious. If it does, the Fed wi 
need to cut interest rates—but not before. 
























































New worries, old economy 


What does America's economic slowdown and the burs 
of its tech-share bubble mean for the fabled “new economy 
One lesson is that the old rules of economics still apply: the 
business cycle is not dead, and: profits do still matter. / 
growth slows, the new economy will face its first big test: 
should become clearer how much of America's recent pro- 
ductivity-growth improvement is cyclical rather than struc-- 
tural. Some of it may reflect the fact that in boom times firms 
work employees harder; that will disappear in a downturn. 

As cpp growth has slowed, productivity growth has also 
eased, from an annual rate of 6.1% in the second quarter to 
3.3% in the third quarter. Where will it go now? If productivity 
growth falls only modestly, keeping inflation in check and 
supporting profits, a soft landing remains plausible. But if 
productivity growth comes down faster, it will make the Fed's 
handling of a downturn far trickier. Unit labour costs woul 
accelerate, and the dollar might tumble—making it hard to re- 
spond by cutting interest rates. 

The Economist has long argued that the American econ 
оту is suffering from a financial bubble. The rr. revolution is 
delivering genuine economic gains, but the markets are al 
being driven by unrealistic expectations of future productiv 
ity and profits growth. This should be no surprise: historically, 
technological revolutions and bubbles have gone hand in 
hand, from Britain's railway mania in the 1840s to America's 
enthusiasm for cars and electricity in the 1920s. 

When those bubbles burst, investors lost their shirts; yet 


19 








the real economic gains endured. That may happen this time, 
too. But the experience of past revolutions should give pause 
to many new-economy enthusiasts. Their. claim that in- 
formation technology has boosted America’s sustainable rate 
of productivity growth to 3-312% is extraordinarily ambitious: 









‘it suggests that rr will have a bigger impact than electricity. 
That is one good reason to fear that, in a downturn, America’s 
productivity may slow by more than most economists ex- 
pect—adding to the chances of a hard landing. Mr Greenspan 
may have some explaining to do in December 2001. 





The damage done 


[. .. With good leadership, America can get back on its feet 


E So IT may be finally drawing to an end. The left and right 
that Al Gore took this week—a thump in the solar plexus 
... from the Supreme Court and then, especially, the jawbuster 
(from Judge Sanders Sauls in Florida, refusing his plea for more 
.recounts—have left the Tennessee brawler on the mat. He 
may get up. God knows, he has done it before. But there are 
worried glances from his corner. The vice-president needs not 
just a speedy reversal of Judge Sauls’s judgment by the Florida 
Supreme Court (which had not happened as The Economist 
went to press) but speedy recounts by the counties concerned 
before the December 12th deadline for choosing electors. And 
who knows what blows the Republican dogs of law and the 
us Supreme Court will land in the meantime. 

_ If it is the end, then it is difficult not to feel sorry for the 
battered vice-president. He won more of the popular vote in 
the country. He may well have won more of the votes in Flor- 
. ida (given the creakiness of the state's voting technology, no- 
body will know for certain), He was denied the least unfair 
solution, a statewide manual recount (a cause that he belat- 
edly championed). He was harshly mauled by Judge Sauls on 
some points: in the judge’s view, it was not enough for the 
vice-president to prove that the 10,000 or so disputed ballots 

could change the result of the election, he had to prove (be- 

fore they were recounted) that they probably would. That 

seems, well, odd. And now Mr Gore's prospects of another 
shot at the title look vanishingly small. 

The fact remains, he did hang on too long--and on 

- increasingly tenuous grounds. If Judge Sauls had let the re- 

|... counts continue, then Florida would have entered the twilight 

.... World of guessing voter intent from dimpled bits of paper. In 

terms of the legitimacy of the result, Mr Gore is not the first 

г man to win the popular vote and lose the presidency. Like ev- 

ery other prizefighter, he knew the rules (and would have 

` been only too pleased for Mr Bush to have suffered the same 

. fate, as he made clear during the campaign). By repeatedly re- 

fusing to do the decent thing, Mr Gore now faces the unfortu- 

nate prospect of being compared unfavourably by posterity 

: with Richard Nixon, who decided against contesting Jack 
Kennedy's (arguably more dubious) victory in 1960. 

All this prompts the question: what damage has been 

... done? To judge by some of the comments from overseas, de- 

...mocracy in America is now an oxymoron. How. they have 

__ chortled in Paris, Beijing and Delhi about missing ballot pa- 

pers and biased overseers! What а comfort all the recounts 

. and dimples have been to Saddam and Slobodan. Even 

America’s friends have worried: “What a Mickey Mouse way 

|. toruna-country’, said one of London's more respectable tab- 

© loids. For some, the election has even joined the Columbine 
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school massacre, the Lewinsky saga and the ОЈ. Simpson trial 
(the last three domestic American events to command world- 
wide attention) as signposts on the American way. 

There is danger in such prattle—and not just because it ig- 
nores so much good in the United States (if the French de- 
voted as much newsprint to Silicon Valley as they have done 
to Palm Beach, they might learn something to their advan- 
tage). Decrying American democracy is a travesty of the facts. 
For all the drama and accusations, the core remains: the Un- 
ited States had a stunningly close election, whose result was 
then contested and now seems finally to be on the verge of | 
being settled legally. The process has exposed bizarre weak- 
nesses in the way that America casts its votes and entrusts the 
job of overseeing elections to politicians. But there is no such 
thing as a perfect electoral process. 

On the other hand, it would be foolish for America to 
walk away from the current imbroglio as if nothing had hap- 
pened—something some Republicans show every sign of do- 
ing. Fixing voting systems and devising a more independent 
system of non-partisan overseers will be tricky in a federal 
system (see page 48). And that still leaves deeper questions 
about why American democracy involves so much money 
and so few voters: a turnout of barely 50%, after the splurging 
of nearly $3 billion, is, in many ways, far more shaming than 
the mess in Florida. These are issues that Mr Bush, assuming 
that he becomes president eventually, needs to tackle. 


Don't mention the chad 


Indeed, much depends on Mr Bush. Over the past few weeks, 
The Economist has argued that the battering he too has taken 
during the drama in Florida could actually make him a better 
president. Coupled with his party's narrow majority in Con- 
gress, it provides him with a pretext to rein back his tax cut, to 
reach out to moderate Democrats on issues such as Social Se- 
curity and education reform, to restrain the isolationist mum- 
blings within his own party. The initial noises about appoint- 
ing Democrats to his cabinet are encouraging. If Mr Bush 
unites the country behind him, words like “chad” will soon 
become a distant memory; Jack Kennedy is remembered for 
many things other than dodgy votes in Chicago. 

As for America's reputation abroad, that too should re- 
bound. Many of the sneers of the past few weeks have reeked 
of Schadenfreude (when the giant stumbled, the dwarfs were 
bound to giggle). Yet over the past decade the onus has been 
on America to lead by example as well as by might. On the 
campaign trail, Mr Bush often seemed to be unaware of these 
subtleties. Now he will have to face them. 
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toric, a the bindin back i into the West, half a century after 
the second world war's end, of many of the once-isolated 
countries of Central Europe. If the remaining obstacles still 
blocking the road ahead of the summit can be surmounted, 
celebration at Nice will be in order. 

If, mind you, after all the late-night haggling, many of 
those obstacles remain, disappointment should not be exag- 
gerated. The embrace of Poles, Czechs, Hungarians and others 
~ will not be put off for long: the momentum carrying them to 
- ко membership is probably unstoppable. Nothing, save an 
implausible (though not entirely impossible) degree of mean- 
spiritedness on the part of countries already in, will prevent 
their eventual: inclusion. Nonetheless, the sooner the new 
members from Central Europe can be brought in the better. It 
would be a huge fillip if at Nice the remaining institutional 
barriers to the next round of eu enlargement could fall. 

Enlargement tops the agenda, but other issues vital to the 
Union will also be negotiated. The Eu's future shape, as well 
as its size, will be under scrutiny and debate; indeed, the 
questions of shape and size cannot easily be separated. 

Will an "inner core" of countries most keen to integrate 
fast and tight be allowed, in principle, to forge ahead without 
the laggards being able to stop them? Will the ки ensure that 
NATO and other European countries, especially would-be- 
European Turkey, which are in Naro but outside the Eu, are 

not put at a disadvantage as the Union builds its own defence 
` identity (see page 59)? The summiteers should give a qualified 
yes to the first proposition and send their allies in Europe and 
North America unqualified reassurance on the second. 

For enlargement to proceed successfully, the eu’s own 
ways of working need to change. A more effective European 
Commission would have fewer commissioners, and to pre- 





Scramble for Africa 


Peacekeeping may be impossible in Congo, but don't write off 


the whole of Africa 


HUNDRED years ago, the heart of Africa was a bloody 
mess. The agents of King Leopold of Belgium forced the 
inhabitants to extract its prodigious wealth—rubber, ivory, 
timber—by cutting off hands and executing those who re- 
sisted. Impoverishment and famine followed. Hundreds of 
thousands died. A century on, Congo is again in a fearful 
state. War across its vast area grinds fitfully on, as rebels, 
backed by Congo's eastern neighbours, and the government 
= of Laurent Kabila, backed by his southern neighbours, ali vie 
for land, diamonds, gold, timber and other loot (see pages 25- 
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vent the number growing back it should be capped. This wi 
not happen: at a minimum, though, ки members sho 
agree at Nice that no country should have more than | 
commissioner. And the relative weight of countries’ vote 
within the eu needs to be altered so that collective decision 
making—in areas where collective decision-making meets th 
test of subsidiarity in an enlarged Union—does not freeze. 
Action by simple double-majority (of nations and of popula 
tion) would be best. A more complicated rejigging of the vo 
ing weights is more likely to be adopted—though France i 
squealing about the extra votes that Germany, on thi 
proach, ought logically to be granted. 



























Onward from. Nice 


Other pressing decisions will not be tackled at Nice, bul tn 
to be dealt with soon if the first newcomers are to | 
comed into the club by, say, 2004, the earliest realistic d 
Will Poles, Czechs and others be allowed to travel freel 
across the Union to find work? To allay the fears among Се 
mans, in particular, that they will be “swamped” by cheap la 
bour from the east, some transitional regime need 
worked out. Another issue being ducked at Nice is refo 
the idiotic common. agricultural policy. Ideally, the po 
would be scrapped; at a minimum, it should be scaled d 
and "renationalised" so that countries may, for a transition. 
period, cosset their cwn farmers if they so wish. 
Once Nice is over, ardent integrationists may seek to: forg 
ahead on their own. But do the French truly desire the sort 
ever-closer binding together implicit in the plans of, s 
Jacques Delors (see page 64), who would bless the emergenc 
sooner rather than later, of a sort of European federation? 
"Europe", to be sure, is a work in progress. But, whate 
the other ambitions of the countries around the table at Nice, 
their immediate task is to open the way for the countries of 
Central Europe to take their rightful pue | 





28). The most serious peace effort, an agreement signed in Lu 
saka in 1999, is failing because all parties are cheating. S 
posed allies have begun to battle each other; many of the. 
contending armed gangs never signed atall 

For concerned outsiders the war is baffling, and the Un- 
ited Nations is wary of being sucked in. Meanwhile, civilian 
bear the brunt of the chaos. The involvement of six neigh- 
bours, all of whom refuse to withdraw, could spread the co 
flict. And an imploding state the size of Western Europe will 
do nothing to tempt investors or tourists to Africa—quite the 
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reverse. Another hopeless-looking African problem? 

At one stage it seemed possible that the un could encour- 
age the most recent ceasefire to hold. Most of the fighting is 
done with small weapons by ill-trained soldiers. But, at least 
for the time being, effective uw intervention is not on the 
cards. And Congo is not like Serbia: it cannot be cajoled or 
threatened into ending its war by a bigger neighbour. It is too 
large, the terrain, virtually without roads, is too difficult to 

= control and the political obstacles are too numerous. 

It has been suggested that Kofi Annan, the Ghanaian who 
runs the им, cannot give up on peacekeeping in Congo be- 
cause he is an African. Rather, as an African, Mr Annan can 

| be more honest and tough with his continent. He can explain 
(cos that the un will not intervene in Congo at present because 
|o -the combatants are not ready for peace, not because Africa is 
a hopeless place. He has already made it clear that for every 
peacekeeping—or peacemaking—operation, two questions 
, must be answered. Is a precise goal defined for the peace- 
keepers? And can this goal be achieved? 


` As for the rest 


. For some of Africa's other wars, the answers could be yes. On 
December 12th, Eritrea and Ethiopia will formally conclude a 
peace deal ending their bitter conflict. In terms of lives lost, 
this war in the Horn of Africa compares to that in Congo. 
Now the two countries have fought to a standstill and invited 
e UN to define pud pee the border. uN peacekeepers have 


The: fire next time 

















T COULD have been much worse, and sooner or later it 
will be. Indonesia has come through the anniversaries of 
the independence movements of its two most rebellious 
provinces with "only" a dozen or so deaths in each, instead of 
the bloodbath that many feared. But the cost has still been 
. high. In Aceh, at the country's western extremity, and in Irian 
Jaya, 4,000km (2,500 miles) away at its easternmost edge, rela- 
|. tive calm was imposed by sending thousands of additional 
. soldiers and policemen, ripping down separatist flags and ar- 
| resting local leaders: all the excesses, in short, for which the 
(s previous Suharto regime was justly hated, and which the sup- 
v posedly democratic government of Abdurrahman Wahid 
was going to avoid in the search for a more just solution. 
Next time, the anniversaries will come round in more res- 
onant mode. On December ist 2001, it will be 40 years since 
` dian Jaya declared i its independence from the Dutch, only to 
[be swallowed up by Indonesia. Three days after that will fall 
-. the 25th anniversary of the foundation of Gam, the Free Aceh 
_ Movement. There seems no likelihood that any sort of deal 
"between the rebels апа the central government will have 
.. been struck by then. The repeated atrocities committed by In- 
. donesia's army appear to have dimmed hopes of a deal based 
гоп autonomy or federalism: Aceh, after all, is nominally a 
“special autonomous region already, but this has not pre- 
vented 5,000 killings over the past decade. 
Indonesia's patriots argue that, should independence be 
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Using force against Indonesia's rebellious extremities solves nothing 


| already created a symbolic land link between the two coun- 


tries, and next year will arrive in substantial numbers. Here 
the goal is clearly defined—old-fashioned separation of war- 
ring countries with coherent disciplined armies—and should 
be achievable at low cost and without casualties. 

In Sierra Leone, whose war is perhaps even more brutal 
than Congo's and also involves neighbours and the lure of di- 
amonds, the peacekeepers’ goal is harder to define. This small 
west African country now has the world’s largest UN peace- 
keeping force of some 13,000 troops on the ground. They came 
at first to monitor a peace deal between rebels and the gov- 
ernment. But since the war reignited earlier this year, they 
have had to fight to impose peace. Unhappy with the confu- 
sion of the mandate and the organisational inadequacies of 
the operation, Indian and Jordanian peacekeepers are pulling 
out. Such problems are serious but can be overcome. The reg- 
ular UN troops are bolstered by a contingent of British ma- 
rines; the rebels may yet be persuaded to talk, uw attempts to 
control the diamond trade won't stop it but might diminish it. 
With some changes, this operation could yet succeed. 

Where does this leave Congo? The rest of the world 
should stay informed and engaged, but should not, as yet, 
contemplate sending in its soldiers. Humanitarian aid should 
go to the victims. If the neighbours show serious signs. of 
wanting to stop fighting, the un can reconsider. The problems 
are daunting but, as for Africa as a whole, despair is no more 
use than callous indifference. 
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granted to Aceh or Irian Jaya, this would encourage separat- 
ists in other parts of the country: in Kalimantan, elsewhere in 
Sumatra, in the Moluccas or, who knows, in Java itself. Strung 
along the equator like an intricate necklace, Indonesia, a 
country based on a loose collection of Dutch colonial posses- 
sions, might come to pieces all too easily. 

But it is at least arguable that Шап Jaya, and maybe even 
Aceh, have the attributes of nationhood, sharing more simi- 
larities with East Timor, whose right to independence is now 
accepted, than with, say, Sulawesi. All Irian Jaya really has in 
common with the rest of Indonesia is that, between 1898 and 
1949, it was occupied by the same colonist, an argument 
which if extrapolated would in 1961 have allowed India to an- 
nex Malaysia. Its inhabitants аге Melanesian, not Malay; 
Christians and animists, not Muslims. The Papuans have gold 
and copper with which to support themselves. 

The difference is that no one except Australia had ever re- 
cognised Indonesia's annexation of East Timor, while that of 
Irian Jaya was widely accepted. But that was cold war realpo- : 
litik, reflecting concerns about communism. The referendum 
that endorsed annexation as recently as 1969, so securing Un- 
ited Nations backing, was as fraudulent a vote as has ever 
been conducted: 1,025 carefully selected and heavily intimi- 
dated tribal chiefs unanimously declared for union with In- 
donesia; most subsequently repudiated the process. 

Aceh's case is less strong, but hardly hopeless. It, too, has.” 
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_ the natural resources to support itself, and has no historical 
. connection with Java, except that it was bloodily incorpo- 
"fated, in this case from 1903 to 1949, into the same colonial 
empire, and from 1950 onwards into Indonesia, at the barrel 
of a gun. The inhabitants of Aceh, an ancient and wealthy in- 
dependent state known for centuries as Mecca's verandah, 
practise a far more extreme form of Islam than seen elsewhere 
in the archipelago. | 













Complicated conditions 

If Aceh or Шап Jaya existed in a more ideal and democratic 
Indonesia, their demanc run their own affairs might be 
more peacefully accommodated. Even then there are large 
and complicated issues that would require careful working 
out. The central saeima and foreign firms have invested 
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heavily in the copper and gold of Irian Jaya and the gas a 
oil of Aceh. A fair arrangement would need to be devised. Th 
protection of sea lanes would be another celicat 
that would matter a lot to outsiders too. And, - 
Jaya and Aceh, the rights of thousands of migran: 
and elsewhere would need to be protected. | 
Meanwhile, precisely because passions 
the armed forces remain a potent force in Ind 
the worst thing for both places would be a dash to in 
dence: violence and chaos dwarfing that seen in Ea 
last year would surely result. Yet, as democracy gains a 1 
hold, and as the army is squeezed out of politics—both : 
long and difficult processes—the case for greater autonomy, 
even outright independence, at Indonesia's extremities seems 
bound to grow. Meeting it with gunfire now is no answe 
















Planner’ s blight 


Britain’s interminable planning inquiries look democratic, but aren’t 


INISTERS will have a little light reading in their Christ- 
IM E mas stockings this year. Within the next few days, they 

will take delivery of the report of the inquiry into a proposed 
fifth terminal at London's Heathrow airport. After 525 days of 
hearings, 734 witnesses, 22,500 written representations and 
21m words of evidence, no one can say that the scheme's pro- 
ponents and opponents have not been heard. An impressive 
demonstration of democracy in action? No. 

From the start of the i inquiry, it has been understood that 
the new terminal, which will increase Heathrow's passenger 
capacity by 50%, would get the go-ahead. As the hearings 
ground away in the Renaissance hotel just off the airport's 
main eastern runway, the assumption hardened into convic- 
tion. Too much is at stake for the terminal to be rejected. 
Heathrow, the world's busiest international airport, is also 
« one of the world's most congested. Although there was some 

. uncertainty about what conditions would be attached, there 
has never been much doubt that the arguments for growth 
would eventually win over the interests.of the local residents. 

Not that a decision is imminent. Ministers have no inten- 
tion of tackling anything so sensitive before an election. The 
matter is unlikely to be concluded until next autumn, at the 
earliest. By then the inquiry will have occupied more than 6% 
years, easily beating the previous record-holder, the four- 
year-long inquiry into the Sizewell в nuclear power station. 

Who, it is worth asking, benefits from these protracted 
planning sagas—apart from the lawyers who have been able 
to plan for a very cosy retirement on fees of up to £2,000 a 
day? Certainly not the taxpayer who has had to stump up at 
least half of the £100m cost of the Terminal 5 inquiry. Cer- 
tainly not passengers at Heathrow who will have to wait until 
atleast 2007 before the first phase of the new terminal is open 
for business. Certainly not the airlines or the airport operators 
who have had to cope with the consequences of ever- 
increasing congestion. Even the opponents of Terminal 5, a 
group of local authorities using delay as a weapon, found the 
costs of the inquiry so burdensome that they were forced to 
withdraw their legal representatives before it was completed. 
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reducing their length would at least cut the misery short. 



































Looking abroad for lessons оп how better to reconcile : 
tional and local interests does not help muc | 
countries agonise over these decisi 
France, where national intere: 
seems less troubled than mos 
French road and bin the whole idea of planning i inqu 
Hardly. The Terminal 5 inquiry was not a total waste of tim 
It helped wring several concessions out of the British Airpot 
Authority, which owns Heathrow. BAA has now ruled oi 
new runway at Heathrow, puta cap on car parking and nı 
and promised not to increase night flights. But it was a gro ly 
unsatisfactory way to arrive at these decisions. | 


The shorter the better 
Marathon public inquiries may suit politicians wishing to 
avoid awkward decisions but they do not serve the public i 
terest. The government, of course, knows this and is sitting 
a consultation paper which outlined a number of possible re- 
forms, but ministers seem reluctant to change the syst 
Their civil servants mutter that to shorten inquiries by curt 
ing people's rights to object to a scheme would be to invi 
challenge under the new human-rights legislation. A longa in- 
quiry, however, is not necessarily a fair one. 
Ministers should make it clear what they think before i in- 
quiries det under way. That way, both objectors and ins 
tors would understand how much ground there was 
fought over. Planning inspectors should have greater po 
to limit and organise the material they are dealing with 
group evidence, to define the limits of cross-examinatio 
to impose sanctions including costs against those who brea 
the timetable. And there should be a limit to how long : he 
things can drag on. The aim should be to complete all pla 
ning inquiries within a year. : 
Changing the rules won't make everybedy happier. Plan- 
ning inquiries are bad experiences for all concerned—excer 
the lawyers—because nobody gets just what they want. But 
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In the heart of darkness 


GOMA, KINSHASA AND LUANDA 


The war in Congo is the world's biggest, affecting at least ten countries and 
millions of people. Can anything be done? 


HE hefty cargo plane grinds on across 

Africa, the deafening monotony of its en- 
gines never changing. The hold is stuffed 
with drums of fuel and crates of ammuni- 
tion, spare parts for weapons and medical 
supplies. Perched among them are a dozen 
soldiers, one of whom is carrying a suitcase 
full of dollars. Three young women, one of 
them with a child, crouch among the drums 
with wrapped-up bundles, a couple of live 
chickens and several bunches of bananas. 

Theold Russian-made plane is flown by 
Ukrainians. They and the plane have been 
rented in Kiev by a Greek entrepreneur who 
also deals in coffee, timber and arms. This 
time he has hired it out to the Ugandan army, 
butit could have been made available to any 
one of the seven national armies at war in 
Congo. His business prospects look good. 
Peace is impossible just now. 

Below, the forest stretches to the horizon 
in all directions, a vast head of dark trees 
broken only by slate-coloured rivers. Look 
down two hours later, and nothing has 
changed. It is as if the plane hasn’t moved. 
Congo is big. Lay a map of Europe across 
Congo, with London at its western end, and 
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the eastern border falls 200 miles beyond 
Moscow. 

War in Congo does not involve huge ar- 
mies and terrible battles, but a few guns can 
send hundreds of thousands fleeing their 
homes. It threatens Congo’s nine neighbours 
with destabilisation, and with thousands of 
refugees pouring into their border areas. In 
the first week of December alone, by uN esti- 
mates, more than 60,000 refugees fled into 
Zambia from fighting that has just delivered 
the town of Pweto to Congo's anti-govern- 
ment rebels. War in Congo means a genera- 
tion growing up without inoculation or edu- 
cation and the rapid spread of Апр, the 
camp-follower of war in Africa. A recent 
United Nations report described Congo's 
war as one of the world's worst humani- 
tarian crises, affecting some 16m people. 


Thelegacy of greed 

Congo was only briefly a nation state. For 
most of history it was a blank on the map, 
luring in the greedy and unwary. It was first 
pillaged by the slave kingdoms and foreign 
slavers; then by predators looking for ivory, 
rubber, timber, copper, gold and diamonds. 





Leopold, king of the Belgians, grabbed it in 
1885 (о make himself a private kingdom. That 
sparked the imperial takeover of Africa by 
Europeans at the end of tne 19th century. 

Leopold’s agents cut off hands and 
heads to force the inhabitants to deliver its 
riches to him. Then came Belgian state rulers. 
They built some roads and brought in health 
and education programmes, but blocked 
any political development. When Congo 
was pitched into independence in 1960, 
there was chaos. 

Congo nearly broke up; then out of the 
chaos came Mobutu Sese Seko, one of the 
more grotesque rulers of independent Af- 
rica. America and Europe supported him 
because he was anti-communist; but he was 
Leopold’s true successor, regarding the 
country as his personal possession. He re- 
named it Zaire, used the treasury as his bank 
account and ruled by allowing supporters 
and rivals to feed off the state. If they became 
too greedy or powerful, he would have them 
thrown into prison for a while before being 
given another post to plunder. On two occa- 
sions he encouraged his unpaid, disgruntled 
soldiers to satisfy themselves by looting the 
cities. He built himself palaces and allowed 
the roads the Belgians had built to disinte- 
grate. This helped break up Congo into fiefs. 
When Mobutu’s rule ended in 1997, the na- 
tion state was dead. The only national orga- 
nisation was the Catholic church. 

One of his fiefs was Hutu-ruled Rwanda. 
Mobutu called its president, Juvenal Habya- 
rimana, his baby brother. In 1994 Habyari- 
mana was killed in a plane crash, and the 
rump of his regime carried out genocide 
against Rwanda’s Tutsi minority. But, with 
Ugandan help, the Tutsis triumphed. The old 
Rwandan army and the gangs of killers fled 
into Congo, where Mobutu gave them shel- 
ter and weapons. In 1996 the new Tutsi- 
dominated Rwandan army crossed the bor- 








with their enemies, the Hutu militias in east- 





























der and attacked the Hutu 
camps, intending to set upa 
‚ buffer zone to protect its 
western border. The attack 
worked better than antici- 
pated and the Rwandans,” 
Ugandans and their Congo- 
lese allies kept walking west- 
wards until they took the 
capital, Kinshasa. Mortally: > 
ill, Mobutu fled and the 
Rwandans installed Laurent 
Kabila as president, 
A year later, Mr Kabila 
tried to wriggle out of the 
control of the Rwandans and 
«Ugandans: He allied himself 






;em Congo. In response they launched an- 
; other rebellion to try to dislodge him. But this 
‘time Angola, Zimbabwe, Namibia, Sudan 
and Chad sent troops to defend him. They 
said they were acting on principle, to pose 
à neighbouring state from 
invasion. The war reached а 
“stalemate with the country 
divided. In the western half, 
^Mr Kabila was backed by 
Zimbabwe, Angola and Na- 
mibia (Sudan and Chad 
withdrew). The east was 
controlled by three rebel 
movements and their cre- 
ators and controllers, 
Uganda and Rwanda. Bu- 
rundi also has troops in 
Congo allied to the Rwan- 
‘dans, but these stay close to 
. the Burundi border. 

In June and July last 
year, a peace agreement was 


signed in Lusaka by the government of 


Congo, the three rebel groups and five inter- 
vening nations. It provided a timetable for a 
ceasefire, the deployment of African mili- 
tary observers supported by un monitors, 
the disarming of “negative forces” (the mili- 
‚ tia gangs that roam eastern Congo), and the 
eventual withdrawal of all foreign forces. It 
also prescribed a national dialogue between 
Mr Kabila and the armed and unarmed op- 
position, 


Neighbours on the take 


Unsurprisingly, it has not worked. The 
ceasefire has been persistently broken by all 

sides, most recently with the fighting around 
Pweto. Although the defence chiefs of six of 
the intervening countries, led by Zimbabwe, 
and several rebel groups signed a deal in Ha- 
rare on December 6th to pull back their 
forces from front-line positions, itis still un- 
likely to happen. The exploitation of the 
country by the intervening armies reinforces 
the imperialist nature of the invasion, as do 
their disparaging comments about the Con- 
бојеве. “A hopeless people,” remarked опе 
senior Rwandan. “All they want to do is 
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Leopold plundered... 





























Mobutu stole... 


` dunkanddance" 

i Eachoftheintervenersin 
Congo has complex and dif- 
ferent reasons for being 
there. At one level, they have 
been sucked into the vac- 
uum; social and population 
pressure east of Congo has 
drawn the neighbours to- 
wards a country with few 
people for its size and no 
state structures. But each also 
hadinternal political reasons 
for going to Congo. 

The Rwandans want to 
track down the perpetrators 
of genocide and either drive 
them back to Rwanda or kill them. The suc- 
cess of the 1996 invasion and American sup- 
port has made them over-confident. Presi- 
dent Yoweri Museveni of Uganda also has 
ambitions bigger than his own country. He 
wants the economy of eastern Congo to link 
up with East Africa, and 
wants to replicate his own 
political system in Congo. 
The rebel Movement for the 
Liberation of Congo (міс) 
was created by Uganda, and 
mimics Mr Museveni’s po- 
litical analysis and ideology. 

On the other side, Mr Ka- 
bila’s allies also have domes- 
tic reasons for being in 
Congo, Sudan, engaged in a 
proxy war with Uganda, 
wanted another way to at- 
tack it. Angola wanted to get 
into Congo to stop its own 
rebel movement, UNITA, 
from using Congolese terri- 
tory asasupply route and rear base. Namibia 
got involved because it is indebted to An- 
gola. President Robert Mugabe of Zimba- 
bwe, jealous of South Africa's new power in 
southern Africa, wanted to make himself the 
region's military leader. Others loiter in the 
background: North Korea has sent some 400 
soldiers to help train Mr Kabila's fledgling 
army and tons of weapons, 
reportedly in exchange for 
future sales of copper, cobalt 
and uranium. 

Many western diplomats 
and analysts, as well as most 
Congolese, suspect that 
America is secretly funding 
Rwanda and Uganda. State 
Department officials deny 
this, but it is hard to see how 
these poor countries can fight 
without outside resources. 
Their meagre defence bud- 
gets (Uganda's is allegedly 
$100m this year) cannot pos- 
sibly sustain their operations 
in Congo. 

Once in Congo, the inter- 








-veners found commercial reasons to Stay. 


The war has created huge business opportu- 
nities which have obscured its primary, po- 
litical, cause. Hundreds of dodgy business- 
men, mercenaries, arms dealers and security 
companies have come to the region. Dia- 
monds are a big prize and the main source of 
foreign exchange for Mr Kabila. It is hardly 
surprising that the war ground to a halt 
around Mbuji-Mayi, the main diamond- 
producing area. Congo pays for Zimbabwe’s 
presence with a diamond-mine concession. 
It has also formed a joint oil company with 
Angola. 

Senior military officers from all the ar- 
mies, as well as their political cronies back 
home, make money trading diamonds, gold, 
coffee and timber, and from contracts to 
feed and supply their troops; They have little 
interest in peace. Local and foreign business- 
men often pay them: to. provide troops to 
guard a valuable mine or a farm. The Kilo 
Moto gold mine in Kivu has been taken over 
by freelance diggers, but the entrance is 
guarded by Ugandan soldiers who tax them. 
Kigali and Kampala are crawling with dia- 
mond dealers and others looking for Congo's 
rare minerals, such as tantalite and niobium. 
The loot is not confined to minerals. One 
Ugandan unit, returning from Congo, 
caused fury in both countries by having 
their newly acquired Congolese wives and 
girlfriends flown home with them at govern- 
ment expense. War booty, said chauvinistic 
Ugandan politicians. Rape and theft, said 
Congolese men. 


The Kabila disaster 


When Laurent Kabila was catapulted to 
power by Uganda and Rwanda, everyone 
thought Congo would change. He could 
hardly do worse than Mobutu, they argued. 
Perhaps he would turn intoone of the much- 

vaunted “new leaders” of Africa. He had few 
enemies. Everyone wanted to help him re- 
build Congo. Sadly, he turned out to be little 
more than an outsize village chief, adept at 
staying in power, but with no vision and a 
deep distrust of competence. He has sur- 





...what will Kabila do? 
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rounded himself with relatives, friends and 
oddballs he scooped upon his march to Kin- 
shasa. Mentally he is stuck in the cold war of 
the early 1960s, imagining global plots 
against Congo. t 

The formal economy is dead. Not far 
from the central bank in central Kinshasa, 
carefully tended cabbages have sprung from 
a small patch of waste ground by the road- 
side. Nearby, families have moved into the 
ruins of a half-built office block, hanging 
their washing over the abandoned concrete 
pillars and cooking on open fires on the 
floors of rooms designed for board meetings. 
Only about 20% of the city’s 4m-5m people 
have jobs. Most of these pay, if at all, about 
$8 or $9 a month. The city has little fuel, so 
people get up before dawn to walk to work. 
Most eat nothing all day, then return on foot 
to the one daily meal of cassava porridge or 
bread. Less than 30% of the capital's children 
are in school, and few can afford medicine if 
they are ill. 

Mr Kabila blames all this on 
the war. It has more to do with 
his old-fashioned statist policies 
and hisarbitrary way of handing 
out contracts and concessions 
and then cancelling them. That 
has frightened off foreign com- 
panies. So has his policy of lock- 
ing up foreigners and demand- 
ing ransom. Heineken, a Dutch 
brewing company, recently paid 
$1m in cash to the finance minis- 
ter to secure the release of its two 
senior executives in Kinshasa. 
Maurice Templesman, an Amer- 
ican diamond dealer, also lost 
millions of dollars when his staff 
were seized and thrown out of 
thecountry. One foreign security 
company in Kinshasa says its 
best new business is negotiating 
the release of foreign nationals 
arrested by the government. 

Mobutu played the country and its po- 
litical elite like a chess master. Mr Kabila tries 
the same techniques; putting people in 
power or in prison and playing the ethnic 
card. But he is no expert. Long in exile, he 
barely understands Congo. There have been 
splits and mutinies in his fledgling army and 
his ministers are at each other's throats. Only 
in the south-east, his home territory, does he 
still have some support. The impoverished 
people of Kinshasa despise him, but will not 
demonstrate against him for fear of being ac- 
cused of supporting the rebel movements— 
which they donot. 

Mr Kabila is currently trying to get the 
Lusaka accord rewritten. He has blocked the 
deployment of uN military observers and 
humiliated and rejected Ketumile Masire, 
the former Botswanan president, who was 
appointed to organise a national dialogue. 
He even failed to turn up at meetings with 
his backers, Angola and Zimbabwe. Presi- 
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dent Eduardo dos Santos of Angola warned 
him in August that he had “had enough of 
his arrogance”, and that the allies would 
withdraw from Congo if he continued toob- 
struct the peacemakers. But Mr dos Santos 
knows there is, as yet, no alternative to Mr 
Kabila and that there would be chaos if the 
allies withdrew now. 

That is the crux of the problem. Mr Ka- 
bila has failed, but there is no one else who 
enjoys national support or looks remotely 
capable of pulling the country together. Mo- 
butu ensured that every politician in Congo 
was smeared with his corruption. Nor do the 
rebel movements present an alternative. The 
Congolese Rally for Democracy (RCD) split 
apart, with one faction supported by 
Uganda and the other by Rwanda. Uganda 
then launched the mic and, in June, the for- 
mer allies fought a full-scale battle in Kisan- 
gani for six days, destroying much of the 
town's centre and killing 619 civilians. This 
engagement also destroyed the credibility of 





the two leaders, Mr Museveni and Rwanda's 
president, Paul Kagame, in Congo. America 
and western countries were furious with 
them and blocked Uganda's promised debt 
relief as punishment. 

Both factions of the RCD are now deeply 
unpopular in their own areas. The clumsy 
intervention of Rwanda and Uganda in 
South and North Kivu has stirred up bitter 
ethnic rivalry. Much of this region suffers 
from the same Hutu-Tutsi divisions that ex- 
istin Rwanda and Burundi. The intervention 
has upset the fragile balance, and the region 
flares with massacre and counter-massacre. 

Local communities have tried to defend 
themselves against all outsiders by forming 
self-defence militias, but many of these have 
degenerated into wandering gangs of merce- 
naries and bandits, the "negative forces" of 
the Lusaka accord. Some are linked to Rwan- 
dan Hutus, some fight against them. Mr Ka- 
bila is fanning the flames by sending them 
weapons across Lake Tanganyika. The Kivus 


are now a horrendous mess of wars and sub- 
wars that will burn on long after the national 
war is over. 

In northern Congo, the picture is slightly 
better. Jean-Pierre Bemba, the young міс 
leader and a businessman, is popular there 
because his Ugandan-run army is fairly dis- 
ciplined and, in Mobutu’s home area, he is 
seen as his successor. It is a label he vigor- 
ously rejects, since he knows it will kill sup- 
port for him in other places. 


What happens next 


The present situation is deadlocked and un- 
stable. The un will not deploy its forces until 
it is convinced that all parties are serious 
about peace, but the “negative forces”, Hutu 
militias, gangs and others have signed no 
ceasefire and have little interest in peace. 
That means the foreign forces cannot fulfill 
the Lusaka accord and leave. But their gov- 
ernments, even the oil-rich Angolans, are 
worried about the cost. They are all engaging 
in bilateral talks with each other; 
but that increases mistrust and 
suspicion. 

The Rwandans, realising 
how unpopular they are in 
Congo, have given up hope of 
overthrowing Mr Kabila and in- 
stead have offered to withdraw 
their troops to the Kivus, Zimba- 
bwe, hard-pressed by domestic 
problems, wants its 12,000 troops 
out as soon as there is a face-sav- 
ing formula. Their departure 
could destabilise Mr Kabila. 
Maybe the Angolans, left hold- 
ing the fort, will remove him. At 
present they seem to be trying to 
bring in Mr Bemba and a repre- 
sentative of the unarmed oppo- 
sition to create a triumvirate 
with Mr Kabila. To achieve this, 
the Angolans have to trust Mr 
Bemba's backer, Uganda. They don't, be- 
cause Uganda has been a conduit for arms to 
UNITA rebels in Angola. Besides, the Ugan- 
dan army and the mic are still pushing 
westwards towards the strategic city of 
Mbandaka, garrisoned by Angolans. 

And what of the Congolese people in all 
this? Impoverished, disregarded and op- 
pressed, they still give one clear message al- 
most unanimously in every conversation: 
they do not want Congo to break up. But the 
long decompositon of this vast country 
seems inevitable, whoever rules in Kinshasa. 

This war could rumble on for years, if not 
decades. The Lusaka accord, concedes a se- 
nior UN representative, is not going to work; 
but no one has a better plan. The best he can 
suggest is that outsiders remain engaged, 
help the victims, try to understand what is 
happening—and not make it worse. Congo’s 
experience of outsiders is, to put it mildly, 
discouraging. 

— MÀ 
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Counting on courts 


Al Gore went on fighting 

after two court decisions went 
against him in his bid to con- 
test the result of the presiden- 


the federal Supreme Court re- 
fused to uphold (or reject) the 
decision of the Florida Su- 
preme Court to extend the 
deadline for hand recounts, 
and sent the case back for the 
court to explain its reasons. 
The next day, a Florida circuit 


giving George W. Bush a win- 
ning margin of 537 votes. Mr 
Gore appealed against the rul- 
ing. Mr Gore was encouraged 
by a federal appeals-court rul- 
ing that rejected Mr Bush's re- 
quest to throw out the results 
of manual recounts in Florida. 


Meanwhile, Mr Bush tried to 
consolidate his probable posi- 
tion as president-elect. For the 
first time, he received an intel- 
ligence briefing from the cia. 
He told his aides in Texas, 
however, that they should 
continue calling him “Mr 
Governor". 


General Augusto Pinochet. 
A Chilean court suspended 
procedures for his arrest on 
charges of murder and kid- 
napping, pending his appeal, 
while President Ricardo Lagos 
met armed-forces chiefs to 
discuss the issue. 





In his first actions as Mexico's 
president, Vicente Fox sent à 
bill on indigenous rights to 
Congress, as a step towards 
trying to settle the Zapatist re- 


tial vote-count in Florida. First, 


court upheld the state's results, 


There were rows in Chile over 
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bellion in the south-eastern 
state of Chiapas. 


In a setback for Venezuela's 
President Hugo Chavez, fewer 
than 10% of the electorate in a 
referendum backed a contro- 
versial government proposal 
to oust trade-union leaders. 


Colombia’s President Andres 
Pastrana renewed until the 
end of January an arrange- 
ment under which troops 
have been withdrawn from a 
“demilitarised” zone to facili- 
tate peace talks with the FARC 
guerrillas. The talks have been 
stalled for months. 


Time for friends 


At the start of the impeach- 
ment trial of President Joseph 
Estrada of the Philippines, a 
count of his supporters in the 
Senate suggested that they 
could be sufficient to prevent 
his conviction on charges of 
corruption. Police were on 
“red alert” for possible clashes 
between foes and friends of 
the president. An opinion poll 
gave Mr Estrada a popularity 
rating of 41%, up from 35% in 
November. 


The Japanese prime minister, 
Yoshiro Mori, sought to bol- 
ster his shaky government 
with the inclusion of two for- 
mer prime ministers in his 
cabinet, together with other 
veterans. 


Taiwan called on America to 
lift its ban on visits by Tai- 
wanese officials. President 
Chen Shui-bian said he feared 
that Taiwan's interests were 
being sacrificed while America 
was “engaging” China. 


Australia is to increase its 
spending on defence by al- 
most $13 billion during the 
next decade. The government 
said Australia would focus on 
regional threats and contribute 
more to peacekeeping forces. 
A defence report complained 
that Australia could expect lit- 
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tle help from “useless” New 
Zealand. 





A collision in the Indian state 
of Punjab between a passen- 
ger train and a freight train 
killed 46 people. It was the 
253rd train accident in India 
this year. 


Nice work 


Amid last-minute wrargling 
and violent protests by anti- 
globalisation activists, leaders 
of the European Union’s 15 
countries gathered in the 
French city of Nice, where 
they hope to change the rules 
of the Union to allow coun- 
tries mainly from Central Eu- 
rope to join. France said it was 
reluctant to let the Eu's voting 
system be changed so that 
Germany would have a bigger 
say in EU decisions. 


Responding to ки plans for a 
rapid-reaction military 
force, America's outgoing de- 
fence secretary, William Co- 
hen, said that NATO should 
not be allowed to become a 
"relic of the past". 


France's President Jacques 
Chirac became more deeply 
embroiled in a party-funding 
scandal when an aide during 
his time as mayor of Paris was 
arrested. 


А court in Russia found an 
American guilty of spying and 
jailed him for 20 years. 


Supreme decisions 


With parliamentary elections 
due on Sunday, violence broke 
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out in Céte d'Ivoire after the |. 
Supreme Court ruled that a 
leading candidate from the 
north, Alassane Ouatarra, was 
not eligible for election. The 
decision ranged northerners 
against southerners, and Mus- 
lims against Christians. 


Ghana held a presidential 
election. The Supreme Court 
modified the rule that voters’ 
identification cards had to 
carry photographs. The main 
opposition party gave warning 
that this made fraud more 
likely. 


Local elections were held in 
South Africa after a bad- 
tempered campaign. The turn- 
out was low, and the opposi- 
tion Democratic Alliance did 
relatively well. 





The United Nations' secretary- 
general, Kofi Annan, visited 
Sierra Leone and Ethiopia, to 
show support for the two UN 
peacekeeping operations in 
west and east Africa. 


Defence ministers representing 
some combatants in Congo's 
war agreed to withdraw 
troops from frontline posi- 
tions. But fighting carried on 
in at least one part of Congo 
and the rebels in control of 
another part rejected the deal. 


The uw and Iraq agreed on a 
deal to renew the country's 
oil-for-food programme. Iraq 
won а concession allowing it 
to spend some oil revenue lo- 
cally, rather than on imports. 
The money is supposed to go 
on paying its oil workers and 
repairing oil installations. 
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: Amid signs that America's 
economy is slowing, Alan 
Greenspan, chairman of the 
Federal Reserve, admitted that 
inflation. was no longer his 
primary concern. He also 
hinted that he would act if 
the economy slowed too 
sharply. Markets interpreted 
this as a sign that the Fed 
` would soon cut interest rates. 
America’s tech-heavy Nasdaq 
| jumped by 10%, its biggest- 
г ever daily gain, and the Dow 
Jones Industrial Average went 
-up by 3%, though both fell 
back a bit the next day. 
















The IME offered new loans of 
$7.5 billion (and a:total pack- 
age worth $10.4 billion) to 
Turkey, in an attempt to con- 
tain Turkey’s financial and 
banking crisis. The Ім is also 
negotiating new loans to Ar- 
gentina, another troubled 
emerging economy. 


Gerhard Schróder, Germany's 
chancellor, said that Russian 
debt owed to Germany 
(around half of the total of 
$48 billion owed to the Paris 
Club of western governments) 
could be swapped for stakes 
in Russian companies. As a 
long-term solution, this has 
merits; but next year Russia is 
scheduled to repay $3.9 billion, 
and has so far allocated only a 
quartet of this sum. 


Japan’s GDP grew by only 
10% at ай annual rate in the 
third. quarter, а similar rate to 
the previous quarter, after 
growth had surged at the start 
of the year. Japan has intro- 





| duced a new system for cal- 
| culating Gop, although it may 
be no more reliable than pre- 
vious methods. 


Freeserve, at a price 


Wanadoo, France's biggest 
Internet service provider, is to 
buy Britain's biggest 15Р, Free- 
serve, with shares worth 
some £1.6 billion ($2.3 billion). 
Wanadoo, 88% owned by 
France Telecom, will become 
one of Europe's top three isps 
alongside Germany's r-Online 
and Italy's Tiscali. Both were 
also rumoured to have been 
interested in Freeserve. 








EM.TV, a struggling German 
TV company, began a sell-off 
of assets and acquired a 
partner after announcing pro- 
fits way below forecasts. 
Kirch Group, a German me- 
dia firm, is to take a 17% stake 
in the company and will pay 
$500m for 49% of an EM.TV 
subsidiary that owns 5096 of 
Formula One motor racing. 
EM.TV also sold the rights to 
some "Sesame Street" rv char- 
acters for $180m. Its shares 
continued to plunge. 


Reuters, a British media 
£roup, announced a successor 
to replace Peter Job as chief 
executive when he retires next 
July. Tom Glocer, head of Reu- 
ters’ main information divi- 
sion, will become the first 
American (and first non-jour- 
nalist) to run the company. 


The revival of Apple Com- 
puter, overseen by Steve Jobs, 
chief executive and co-foun- 
der, suffered a sharp setback 














| after a profits warning. The 
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company expects a loss in the 
quarter to the end of the year, 
and its revenues are trailing 
behind forecasts. 


worth $10 billion, offering high 
yields to. compensate for its 
ballooning debt and rickety 
credit rating. Initial public of- 
ferings by Norway’s Telenor 
and Portugal Telecom both 
fell below their offer prices 
when trading began. 


British Telecom sold bonds | 


Nokia, the world's leading 
mobile-phone maker, said that 
revenues were likely to remain 
strong until 2003 and that the 
world would see its one-bil- 
lionth mobile subscriber by 
early 2002, rather than the end 
of this year. Nokia also dis- 
missed suggestions that wap 
and other Internet-enabled 
devices would not catch on. 


I'm all right, Jack 


After losing out in the race to 
succeed Jack Welch at Gen- 
eral Electric, two top execu- 
tives departed. Robert Nardelli, 
in charge of Ge Power Sys- 
tems, will become chief execu- 
tive at Home Depot, an 
American pty retailer. And 
James McNerney, head of Ge 
Aircraft Engines, will take up 
the chief executive's role at 
3M, а diversified manufac- 
turer. Shares in both compa- 
nies shot up. 


PepsiCo agreed to acquire 
Quaker Oats, an American 
food and drink company, for 
shares worth $13.4 billion. 
Quaker had turned down an 
offer from PepsiCo; a bid from 
Coca-Cola was halted by | 
Coke's own board. PepsiCo 
gets Quaker's Gatorade brand, | 
which has an 844% share of | 
| 
| 
| 
| 
| 
| 





the "sports" drink market in 
America. 


Corus, forged from the 
merger of British Steel and 
Hoogovens, a Dutch rival, 
abandoned its experiment of 
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employing two chief execu» 
tives. Both are to leave. The 
unwieldy compromise, needed 
to facilitate the merger, slowed 
down decision-making at a 

time of declining demand for 
steel, which had led to losses 
and a declining share price. 


Pernod Ricard and Diageo 
announced that they had 
agreed to bid jointly for the 
drinks business ОЁ Seagram, 
which is to be auctioned for a 
sum likely to exceed $7 billion 
after Seagram completes its 
merger with Vivendi, a French 
conglomerate. A side-deal by 
the suppliers of Captain Mor- 
gan, Seagram's premium rum; 
with Allied Domecq, rivals for 
the rest of Seagram, has not 
deterred Pernod and Diageo. 
Bacardi, in alliance with 
Brown-Forman, an American 
firm, is also interested. 


Bad banks 


Bank of America issued a 
profit warning for the fourth 
quarter, blaming rising bad 

debts and poor investment- 
banking results. Its shares hit a 
12-month low. 


m 


Deutsche Bank announced 
that it would reorganise its 
five main units into only two, 
covering investment banking 
and asset management, and 
retail operations. The bank 
hopes to take advantage of 
cross-selling opportunities in 
both units. 





ING Barings, an Anglo- 
Dutch investment bank with a 
doubtful future, lost its chair- 
man and his deputy. The de- 
partures may foreshadow a 
greater exodus. 
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Britain's NHS Finds 
Partner in Private Sector 
by Dr. Tim Evans 


n past years many believed that Britain's 

fully nationalised National Health Service 

(NHS) might one day become the envy of 
the world, and a universal model for healthcare 
provision. Today, after years of pressures and 
problems, Prime Minister Tony Blair's govern- 
ment has signed a landmark Concordat with 
private and voluntary health and social care 
providers. The agreement means that NHS- 
funded patients will increasingly be able to 
receive treatment and care in independent 
sector facilities. 

This is a step in the right direction, and 
health policy-makers in other countries should 
take note. In the U.S., for instance, the future 
course of healthcare policy remains the subject 
of lively debate. Should greater state interven- 
tion be adopted; could greater market-oriented 
consumerism play a more beneficial role; or 
should the status quo suffice? As the newly elect- 
ed leaders of the most prosperous and powerful 
nation on earth deliberate these matters, its citi- 
zens should be mindful that the direction charted 
will have far-reaching implications for other 
health systems around the world. 

Following the Second World War Britain 
found itself in a similar position. A historically 
powerful economic and global force, its policy 
decisions were watched by eager politicians 
elsewhere wishing to follow the international 
trends. In 1948, Britains Labour government 
nationalised most of the country's health facili- 


ties and promised the free and unlimited provi- 
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sion of "all medical, dental and nursing care". 
Taking into public ownership more than 3,100 
independent hospitals, homes and clinics the 
NHS was born. 


Could greater 
market-oriented 
consumerism 
play a more 
beneficial role? 


However, over the years, British health 
and social care became increasingly politicised. 
Suffering the interventions of a factionalised 
democratic process, it was not long before 
rationing was imposed top-down, resource mis- 
allocation ran rife and Treasury under-invest- 
ment hit front line services. Away from the 
rhetoric of politicians the NHS did not actually 
build any new hospitals until the 1960s and 
today the service has a huge waiting list of over 
one million people. 

Aware of the mounting pressures, Prime 
Minister Blair recently announced a landmark 
Concordat with a now re-emergent and thriving 
independent sector. As private medical insurance 
and self-funding have grown as options for 
many, so the independent sector can again 
boast hundreds of high quality acute and mental 
health hospitals and thousands of nursing and 
residential homes 

The significance of the Concordat between 
the government and the Independent Healthcare 
Association is that, as an enabling framework, it 
demands an important shift both in terms of 


organisational practice and political culture. In 
formally mobilising the services of the indepen- 
dent sector for the benefit of NHS patients, the 
Concordat ends with the stroke of a pen the 
British political class's obsession with owner- 
ship issues in health and care provision. In mov- 
ing away from the politics of state intervention, 
the agreement begins with the historic words 
“there should be no organisational or ideological 
barriers to the delivery of high quality health- 
care free at the point of delivery to those who 
need it". It goes on to announce a “commitment 
towards planning the use of private and volun- 
tary healthcare providers, not only at times of 
pressure but also on a more proactive longer 
term basis where this offers demonstrable value 
for money and high standards for patients”. 

In Britain, politicians have found it 
difficult to create a health system that is the 
envy of the world. Having, in the past, favoured 
nationalisation and greater state intervention, 
the health service is today turning full circle. 
While once at the forefront of nationalising 
health provision, Britain is again turning to its 
private and voluntary health and care providers 
for solutions. 

Dr. Tim Evans (Tim.Evans@iha.org.uk) is 
Executive Director of Public Affairs at the 
Independent Healthcare Association (IHA), the 
main representative body of the UK's independent 
health and social care providers. For the Benefit 
of Patients a Concordat with the Private and 
Voluntary Health and Care Provider Sector can 
be found at www.doh.gov.uk/commissioning/ 
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Estrada's final scene? 


MANILA 


The impeachment trial of the Philippines’ president began on December 7th. 


He may yet survive 


INCE no Asian leader has been through 

the experience, Filipinos need to draw 
lessons from farther afield. And in President 
Joseph Estrada’s case, the impeachment trial 
of Bill Clinton offers three important pre- 
cepts. One is that opinion polls matter just as 
much as evidence. Another is that hypocrisy 
is nothing to be surprised at. And perhaps 
the most important is that it ain't over until 
the mistresses testify. 

As the trial began on December 7th, it 
was still unclear whether those mis- 
tresses—Mr Estrada admits to five at least— 
will be appearing at all. His opponents be- 
lieve that these women can provide evi- 
dence of the ill-gotten wealth he is accused 
of amassing, and as the trial opened, they 
dropped a bombshell. Prosecutors pro- 
duced a cheque for $3m, said to bear Mr Es- 
trada’s signature, and claimed it had been 
used to buy a mansion for one of the women. 

The playboy president, though openly 
boasting of his sexual conquests, denies pay- 
ing for, or owning, the mansions in which his 
lady friends live—one of them nick-named 
Boracay because of the sand “beaches” laid 
out around its swimming pool. 

With supporters of both camps gathered 
in throngs outside, but with Mr Estrada stay- 
ing away, the “prosecutors’—members of 
the lower house of Congress—laid out their 
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accusations in the Senate, which is now sit- 
ting in judgment. In speeches that swung be- 
tween English and the local Tagalog, they 
branded their president a “crook and a 
thief”. They tried to persuade the senators— 
some of whom chatted on mobile phones— 
that Mr Estrada has engaged in systematic 
bribery and corruption during his tenure. 
Andeven if he cannot be proved to have vio- 
lated the constitution, they argued, he has 
betrayed the public trust “wilfully, con- 
sciously and maliciously”. His late-night 
drinking and gambling needed no mention. 

It will take about five weeks to hold the 
trial. After that, two-thirds of the senators 
must vote against Mr Estrada in order to re- 
move him. But no one is clear whether that 
requires 15 votes or 16, since there are cur- 
rently only 22 senators sitting, instead of the 
constitutionally authorised 24. 

That could prove an important detail, 
given the potential for a close vote. Several 
senators bolted from Mr Estrada's LAMP co- 
alition in November, as the street demon- 
strations against him grew larger. Those de- 
monstrations followed accusations that Mr 
Estrada had received almost $ıım in illegal 
payments from gambling receipts and di- 
verted tax revenues. Although Mr Estrada 
has been accused of aiding his cronies ever 
since he was elected in mid-1998, the new 


charges sparked popular outrage. 

That is where the hypocrisy comes in. 
Although many of Mr Estrada's Senate allies 
have jumped ship, it is unclear how many 
are merely employing the Lieberman 
manoeuvre. By being the first senator in Bill 
Clinton's Democratic Party to speak out 
against him, Joseph Lieberman cemented 
his credentials as a neutral man of integrity, 
thus making it much easier for him to vote 
for acquittal in the impeachment hearings. 

Clearly, many senators are not just pos- 
turing: around a dozen seem convinced that 
Mr Estrada must go, and after a run through 
the evidence will vote to remove him. An- 
other five or so will remain loyal to him so 
long as he has a realistic chance. That leaves 
perhaps five "swing senators", who have 
previously been loyal to Mr Estrada but who 
now claim to be neutral in the matter. They 
are a diverse lot, ranging from Robert Jawor- 
ski, a former basketball star, to Francisco Ta- 
tad, one-time spokesman for a previous dic- 
tator, Ferdinand Marcos. Problematically for 
the impeachers, it will take three or even four 
of them (depending on the rules) to bring Mr 
Estrada down. 

Which leaves the remaining lesson from 
America: the importance of the polls. Al- 
though harder to interpret than in the Un- 
ited States, they will still be crucial in the 
swing senators’ calculations. Senators in the 
Philippines are all elected by a national 
popularity contest, in which voters writeina 
dozen names each. Being fairly young, they 
have promising futures ahead of them. Soal- 
though they may lean towards backing Mr 
Estrada, and would be unhappy about 
putting his vice-president—the opposition 
leader, Gloria Macapagal Arroyo—in the top 
spot, where she could remain for the next 
nine-and-a-half years, they will do so if the 
public sends them a clear message. 

So far, it hasn’t. Mrs Arroyo, along with 
two former presidents, the Roman Catholic 
church and a mish-mash of anti-establish- 
ment groups, has succeeded in mobilising 
tens of thousands of protesters at a time, of- 
ten shutting down centra: Manila. But many 
low-income Filipinos remain unimpressed. 

There is widespread support for ending 
the impeachment process peacefully, yet 
not everyone buys the opposition aréument 
that they will be better off if Mr Estrada goes. 
The demonstrations against him have yet to 
reach a point that will persuade more loyal- 
ists to peel away. The sense of inevitability in 
theairafew weeks ago has faded. Anda final 
parallel with America may yet apply: that 
you can impeach a president and yet leave 
him—morally enfeebled—in the top job. 


— ee 
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Disintegration dreaded 


JAKARTA 


WO-AND-A-HALF years after Su- 

harto's dictatorship fell, Indonesia's sep- 
aratist headaches are growing despite the 
benefits supposedly brought by democracy. 
President Abdurrahman Wahid's govern- 
ment faces a crucial test of its abilities in the 
far-flung provinces of Aceh and Irian Jaya, 
and so far it is failing miserably. 

The past eight days have seen two sepa- 
rate anniversaries of failed declarations of 
independence at the two ends of the archi- 
pelago, and banned separatist flags flew at 
both. They were quickly followed by yet 
more bloody clashes with Indonesian secu- 
rity forces in both provinces. 

In Irian Jaya, police arrested several lead- 
ers of the separatist Papuan Presidium 
Council, including its chief, Theys Eluay. 
Those arrested are being accused of treason, 
despite repeatedly exhorting their followers 
to avoid violence at all costs. 

After the commemoration on December 
ist of a 1961 “independence declaration”, po- 
lice shot dead around ten Papuans in the 
towns of Merauke and Fakfak, claiming they 
“had no choice”. In Merauke, non-Papuan 
migrants were also killed by Papuans. Police 
have forced down the separatist “Morning 
Star” flag across virtually the entire province, 
and Papuan hardliners are now talking of 
stepping up guerrilla warfare. 

Aceh’s rebels, richer and better armed 
and organised than their Irianese counter- 
parts, used the December 4th anniversary of 
their own declaration to make it clear to the 
government in Jakarta what to expect if the 
present fragile truce is not renewed in Janu- 
ary. Abdullah Syafii, the rebels’ military 
chief, reviewed row after row of would-be 
martyrs before invited television cameras. 
Among them were dozens of women war- 
riors, dressed in military fatigues and wear- 
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ing Muslim headscarves. As in Irian Jaya, the 
most senior figure in the civilian self-deter- 
mination movement, Muhammad Nazar, 
was arrested after calling for an Indonesian 
withdrawal from the province. Hundreds of 
people, possibly as many as 1,000, have been 
killed in Aceh this year. 

Sometimes, Mr Wahid appears to realise 
that the indiscriminate killings and intimi- 
dation of the Suharto era are not really a sol- 
ution any more. As his policemen were 
shooting Papuans in Merauke, the govern- 
ment rushed out a $10.5m aid package for 
Aceh. It alsoannounced an early adoption of 
Muslim sharia law, a widespread demand 
in the Sumatran province. Mr Wahid ar- 
ranged to travel to Aceh to inaugurate it later 
this month. 

The trouble is that Mr Wahid is losing his 
grip on the separatist problem. His initial 
promises to right the wrongs of the past have 





Aceh flies the flag 







been exposed as hollow, 
since he has so often failed to 
deliver on them. He quickly 
reinvented his hasty offer of a 
referendum to Aceh last year 
when it proved tricky, saying 
he meant simply a vote on 
whether to implement 
sharia. In the meantime the 
army has made it clear that it 
would oppose any East Ti- 
mor-style ^ independence 
vote, with force if need be. 
Most outside observers say 
that holding a fair referen- 
dum in either place would 
produce a resounding yes for 
independence. 

In Irian Jaya, Mr Wahid's 
offer to revive the indigenous 
name "Papua" (a move now on hold, since 
parliament has declined to ratify it), to allow 
the "Morning Star" flag to fly and to sponsor 
a Papuan congress last May have simply 
fanned the separatist flames. The flag, still 
technically illegal, began sprouting all over 
the province, and thousands of Papuans 
signed up to defend it to the death if need be. 
Rival politicians now blame Mr Wahid for 
the mess. There is talk of new dissatisfaction 
among his ministers. The vice-president, 
Megawati Sukarnoputri, his probable suc- 
cessor should he be removed from office, 
seems deeply unwilling to let go of either 
province, both part of the legacy of her fa- 
ther, Indonesia's founder, Sukarno. 

Neither the Acehnese nor the Irianese 
are strangers to war. Separatists in both 
places are increasingly ready to fight, even 
against Indonesia's well-trained and well- 
equipped soldiers, who in turn have made it 
clear they will not let go of either without 
sucha fight. They have lost hundreds of their 
own men to rebels in each province. 

These rebel movements have the poten- 
tial to open deep wounds elsewhere. Despite 
confident predictions that Indonesia will 
not break up, there have already been sepa- 
ratist rumblings in several other parts of the 
country. Potentially most worrying is Suma- 
tra's Riau province, which is on some mea- 
sures Indonesia's richest. It produces most of 
its oil and sits astride the Malacca Strait, the 
world's busiest shipping lane. Riau's sepa- 
ratist leader, Tabrani Rab, says thousands are 
prepared for the fight for independence, un- 
happy like the Acehnese and Irianese at the 
central government's practice of siphoning 
off their area’s wealth and giving little back. 

And Riau is not alone. There have been 
muted calls for independence in Borneo's re- 
source-rich East Kalimantan, Christian 
North Sulawesi, the historically powerful 
trading hub Makassar and even among the 
beleaguered Christians of the Moluccas. 
Fresh ideas are urgently needed, but Mr Wa- 
hid shows nosigns of having any. 
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Cleaning up Thailand 


BANGKOK 


Wi good is clean and accountable 
government ifitgetsin the way of re- 
form? That seems to be the message of 
Thaksin Shinawatra these days as he races 
into the final month of Thailand's par- 
liamentary campaign. Mr Thaksin's two- 
year-old Thais Love Thais party is ex- 
pected to finish first in the polls on January 
6th, and form acoalition to replace the gov- 
emment of Chuan Leekpai's Democrats. 

The election is the first to be held under 
Thailand's new constitution, which was 
intended to stamp out corruption and 
break the hold of provincial barons on 
Thai politics. Yet Mr Thaksin and his party, 
who are themselves the subject of scandal, 
have been acting as though they cannot be 
bothered to explain themselves. 

The biggest risk to Mr Thaksin's ambi- 
tions stems from accusations that he filed 
false financial statements when he served 
in the government in the mid-1990s. All 

government officials must submit these, 





and a new anti-corruption commission 
has powers to disqualify cheats. In August, 
a top Democrat, Sanan Kachornprasart, 
was banned from the government for five 
years after it was found that he had falsi- 
fied his statement. 

Mr Thaksin, a telecoms tycoon, says 
that he has been caught up in a misunder- 
standing. There was nothing illegal or eva- 
sive, he says, about the way in which his 
shares were transferred to his servants; his 
failure to report these transfers was simply 
an oversight by a busy man. He is even 
busier now, as the election nears, and was 
claiming this week to be unable to spend 
much time chatting with the anti-corrup- 
tion bureaucrats. Mr Thaksin was sum- 
moned to the commission on December 
8th and, after a disquieting delay, eventu- 
ally said he would attend. 

Mr Thaksin has been happy to break 
away from stump speeches when it suits 
him. This week his team was gathering evi- 





Сепсе against the Australian Broadcasting 
Corporation, which he says ran an incor- 
rect broadcast on the Thais Love Thais 
party's campaign practices, alleging wide- 
spread vote-buying by the party. Mr Thak- 
sin has been able to stay the front-runner 
in the election campaign despite these ac- 
cusations. But there is still a chance that the 
anti-corruption commission will ban him 
from office after he has won the vote. Mr 
Thaksin could then find himself forbidden 
from serving in his own government. 








Japan 
A sort of reform 


TOKYO 


T WAS with mixed feelings that Japan 
viewed Yoshiro Mori’s cabinet reshuffle 
on December 5th. The prime minister has 
put together a new team to prepare for gov- 
ernment reforms, due in January, that are 
meant to move power from the bureaucracy 
to the politicians. The reforms were first pro- 
posed in 1996, after a number of scandals in- 
volving bureaucrats. But with Mr Mori’sown 
Liberal Democratic Party (грр) conspicu- 
ously unreformed, the mandarins suddenly 
do not look quite such a bad lot after all. 
However, the reshuffle has brightened 
things up a shade or two in Nagatacho, To- 
kyo's political district. Despite Mr Mori's en- 
treaties, Taichi Sakaiya, a reform-minded 
novelist with a gift for publicity, has left the 
cabinet, taking with him what little goodwill 





Mori's old-style cabinet 
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the government enjoyed. Surprisingly, 
though, Mr Mori has managed to bag Ryu- 
taro Hashimoto, a reformist former prime 
minister. Appropriately, Mr Hashimoto's 
ministerial duties are to oversee those re- 
forms which may give Japanese politicians 
more of a say in the way taxes are spent. 

Most pleasingly, Hakuo Yanagisawa is 
also back, heading the government's efforts 
toclean upthe banking industry. Mr Yanagi- 
sawa's first enervating crack at this job, in 
1998, won him plaudits. After November's 
failed rebellion by the грр” frustrated liber- 
als, party grandees have sensibly added a re- 
formist gloss to the new government. 

Whether these changes at the top will 
mean more enlightened policies depends, in 
part, on the uncertain fortunes of Shizuka 
Kamei, who heads the Lpr's powerful pol- 
icy-research committee. Mr Kamei is one of 
the tribe in parliament close to the construc- 
tion industry, traditionally the LpP's most 
generous supporter. His outdated ideas have 
met with worryingly little resistance re- 
cently, helping reverse the scant 
progress Japan has made towards 
economic reform. 

But Mr Kamei's luck may at 
last be running out. He owes his 
power to his unflinching support 
for Mr Mori, who battles on de- 
spite his deep unpopularity both 
among the party rank and file and 
with the public. In a power play, 
Hiromu Nonaka resigned as the 
LDP's secretary-general on De- 
cember ist, signalling his abrupt 
withdrawal of support for Mr 


Mori, and left both the prime minister and 
Mr Kamei looking isolated. 

In fact it is Mr Nonaka, Japan's master 
politician, who now holds all the cards. Mr 
Nonaka is no policy wonk: he left school at 15 
to becomea railwayman. But it will not have 
escaped his notice that the reform agenda 
pushed by Koichi Kato, the leader of the 
party's failed rebellion, was an instant hit 
with the public. Even now, Mr Kato's offices 
are swamped with messages of encourage- 
ment. Most likely, Mr Nonaka will want to 
ditch both Mr Mori and Mr Kamei in the 
spring, after the party's annual conference, 
leaving ће грр a few precious months to 
patch things up before next summer's Upper 
House elections. That, at long last, might sig- 
nala real change of direction. 

m 





China 
Justice for all? 


BEUING 


T A government meeting earlier this 
year, China's minister of justice, Gao 
Changli, assured his colleagues that “Chi- 
nese prisons and jails are safe and stable, 
thanks to the great professional vigilance of 
wardens and their political awareness." 
Now he seems on the verge of finding out all 
about it first-hand. 

Mr Gao abruptly left his post late last 
month, and government officials have since 
then given only the fuzziest explanations. At 
first they said he quit for poor health rea- 
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sons, but later they acknowledged that he 
was removed and replaced. 

Such а sudden departure by a top- 
ranked Chinese official is usually a sign of se- 
rious woes, and the word, privately, in the 
government and legal community is that Mr 
Gao is indeed in trouble. According to 
sources close to the justice ministry, an in- 
vestigation is under way, and Mr Gao is be- 
ing held for questioning at a guest house in a 
Beijing suburb. China's state-run press has 
been silent on the matter, a clear sign that his 
departure was involuntary. 


Pakistan's cash 


LAHORE 





FTER an 18-month absence, the In- 
ternational Monetary Fund (rwr) 
was back in business in Pakistan on No- 
vember 29th. A standby loan of $596m 
over the next ten months has been 
agreed in order to help Pakistan avoid 
defaulting on its international debt. 
Since 1988 successive Pakistani govern- 
ments have failed to abide by agree- 
ments signed with the rwr. Each agree- 
ment was abandoned after the first 
instalmentofa loan was spent and then 
had to be negotiated afresh with a new 
government after many painful ifs and 
buts. The first instalment of the new 
loan is only $192m. Will this agreement 
£othe way of the rest? 

The “letter of intent” signed by Pak- 
istan and, surprisingly, made public by 
the impr, suggests that abiding by the 
Fund’s conditions is going to be tough. 
All sorts of hardship measures are en- 
visaged—including extending the sales 
tax, slashing government borrowings 
and expenditures, and ending sundry 
subsidies and exemptions. A memo- 
randum attached to the agreement calls 
for the monitoring of a wide range of 
economic activities. Any slip-up at any 
stage in any area of reform will auto- 
matically lead to a freezing of the loan. 

Pakistan has signed because the al- 
ternative, financial default, could not 
even be contemplated. About $1 billion 
in debt payment is overdue and an- 
other $2.5 billion will pile up by the start 
of next year. With the economy in a 
deep trough, the “breather” (as the fi- 
nance minister, Shaukat Aziz, called it) 
has been gratefully accepted. The loan 
itself may be peanuts, but it paves the 
way for iMr support for another round 
of foreign-debt rescheduling in Janu- 
ary. It also opens the gate for renewed 
project funding worth a couple of bil- 
lion dollars a year to Pakistan by the 
Asian Development Bank and the 
World Bank. 
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What remains unclear, however, is 
whether Mr Gao was himself fingered in 
China's escalating war against official cor- 
ruption, or brought down by his political en- 
emies. After years of fretting about the harm 
corruption does to the nation's morale and 
the regime's legitimacy, the government and 
the Communist Party this year began to 
move against the sort of high-ranking offi- 
cials who have previously remained off- 
limits to the graft-busters. 

Hu Changging, a former deputy gover- 
nor of Jiangxi province, was put to death for 
corruption in March. In September, Cheng 
Kejie, a vice-chairman of the national parlia- 
ment, was executed over a $5m bribery scan- 
dal. And 14 more death sentences were 
handed down in November to government, 
police and customs officials implicated in a 
massive smuggling ring based in the port city 
of Xiamen. Lai Changxing, the official who is 
accused of masterminding the ring, was ar- 
rested in November in Canada. The authori- 
ties there are now trying to decide whether to 
send him back to what would almost cer- 
tainly be a death sentence. 

Mr Gao himself was meant to be a cen- 
tral figure in the stepped-up war against cor- 
ruption. Since taking over as justice minister 
in 1998 he has spoken forcefully about the 
need to deal harshly with corrupt govern- 
ment officials. He also sponsored some note- 
worthy legal reforms, including one to im- 
prove the access of hundreds of millions of 
rural folk to the legal system. He has advo- 
cated greater transparency, and easier public 
access to documents and proceedings. 

It may simply be that it is Mr Gao's gruff 
manner that has landed him in trouble. He 
reportedly irritated some powerful senior 
leaders by failing to show them proper defe- 
rence, and their response has been to oust 
him and launch an investigation into his 
own affairs. Either way, justice is probably 
theloser. 

- п 





The Koreas 


About face 


SEOUL 


NYONE in South Korea who had a good 
word for North Korea used to risk being 
jailed. The two countries are still formally at 
war, and to give comfort to the enemy was 
considered a breach of national security. Pa- 
triotic southerners were expected to con- 
demn the North and its Stalinist ways. Since 
the leaders of the two Koreas met in the 
North in June, things have changed. Criti- 
cism of the North and its leader, Kim Jong Il, 
is being actively discouraged. 

Not everyone accepts the government's 
change of heart. Hwang Jang Yop is a north- 
emer who defected to the South four years 
ago. He was a top official, the architect of the 





Hwang is being leaned on 


North's juche (self-reliance) ideology. The 
June summit, and the “engagement” policy 
pursued by the South's president, Kim Dae 
Jung, has not lessened Mr Hwang's deep dis- 
trust of the North. He continues to believe 
that only the collapse of the regime will lib- 
erate the 23m northerners from poverty and 
a "feudalist" dictatorship. 

The National Information Service, South 
Korea's secret service, apparently fears that 
Mr Hwang might upset North Korea. On No- 
vember 20th he issued a statement saying 
that he had been banned from meeting re- 
porters and politiciansor publishing articles. 
No, said an official, the service had not actu- 
ally tried togag him. But Mr Hwang had been 
warned to be "prudent" while the govern- 
ment pursues its reconciliation policy with 
the North. It would be unwise of the defector 
todisregard any such warning. 

South Korean newspaper and television 
chiefs agreed not to “slander” or “defame” 
North Korea during a visit to Pyongyang in 
August. But, conscious that they work in a 
democracy that claims to have freedom of 
speech, they said this did not mean they 
could not “criticise” the North. However, the 
chances are that North Korea will always be 
offended by any comment short of praise. 

The South’s Mr Kim is clearly protective 
of his relationship with his northern name- 
sake. A date has not yet been fixed for the 
northern Mr Kim’s promised return visit to 
the South. If he were annoyed by southern 
criticism, he might call the whole thing off. 
Nor does the southern Mr Kim think now is 
the time to raise human-rights issues with 
the North. 

That said, many South Koreans com- 
plain that the government is now too meek 
towards the North, which continues with its 
offensive ways. North Korean officials de- 
tained a photographer working for Chosun 
Ilbo, South Korea’s leading daily newspaper. 
He wasin Pyongyang, the capital, on Decem- 
ber 2nd, covering a reunion of families that 
had been separated by the division of the 
country. The northerners demanded an 
apology for what they said was an “unpleas- 
ant" story in that day's Chosun Про. The 
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"photographer was held in his hotel room for 
three hours, his belongings were searched 
and some of his photos were confiscated. 
The South's government has not yet 
complained of this attempt by the North to 
tame a southern newspaper and, given the 
present state of affairs between the two 
countries, few South Koreans expect to hear 
an apology from the North. Ina comparable 
case recently, the head of South Korea's Red 
Crosscommenited in a newspaper interview 
on the slow pace of development in North 
Korea over the past ten years. Enraged by the 


. India's economy 


DELHI 


S A country, India is famous for its con- 
trasts, and its economy is showing that 
trait in spades. In some quarters the mood is 
almost panicky. A wave of cheap goods 
` from China is said to be coursing through In- 
dian markets, depressing industrialists and 
“worrying the government. They are bracing 
‘themselves for another flood after next 
ıı March, when India removes the last quanti- 
tative restrictions on imports (mostly of con- 
sumer and agricultural goods) at the behest 
of the World Trade Organisation. Import 
- anxiety is said to be largely responsible for 
an investment drought in manufacturing. 
Agriculture, the source of livelihood for most 
of India’s people, is expected to perform in- 
differently after a spotty monsoon. 
Yet plenty of countries would be happy 
with India’s indicators. Economic growth, 
even after a series of downgrades by fore- 
casters, is expected to be little short of 6% in 
Һе current fiscal year. Reserves are enough 
7 -tocover mostofa year's imports. Despite the 
surge in oil prices, the current-account defi- 
cit is expected to be less than 2% of cpr. Ex- 
“ports, evento dread China, are booming. 
Few people think this is good enough: 
not stockmarket investors, who have seen 
:: share prices fall 20% this year; not industri- 
-. alists, who are suffering from sluggish do- 
mestic demand; and not the government. 
The prime minister, Atal Behari. Vajpayee, 
has set a cracking growth target of 8%, the 
minimum. needed to reduce poverty at a 
reasonable pace and to make India an econ- 
omic player to be reckoned with, China, In- 
dia's only slightly bigger neighbour, pulls in 
more than ten times the foreign investment 
and exports more than five times the mer- 
;chandise. To: get near such targets, India 
needs to reform further. 

Amit Mitra, secretary-general of the Fed- 
eration of Indian Chambers of Commerce 
and. Industry, points to six burdens that 
-weigh more heavily on Indian companies 

thanon their competitors: thecostof power, 
which is "two to three times higher” than 
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- remark, the North demanded his dismissal: 


otherwise the next round of family reunions 
would be endangered. In fact;the head of the 
Red Cross still retains his job but is having to 
keep his head down. 

President Kim’s soft words do not seem 
to have been heard by the government's de- 
fence chiefs. For them the North remains the 
enemy. More than half of North Korea’s 
armed forces are deployed within rookm (62 
miles) of Seoul, the city most vulnerable to a 
northern attack. Understandably, many or- 
dinary South Koreans seem confused. 
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. The China syndrome 


elsewhere; the cost of borrowing; red tape 
and thecorruption that goes with it;onerous 
sales and local taxes; slow and expensive 
transport; and inflexible labour markets. 
Correcting these and a few other deficiencies 
constitutes much of the government's pro- 
gramme for reform. The impression is that it 
has promised much, but delivered little. 

Sometimes the government does not get 
much credit for its accomplishments. Re- 
cently, and with little fanfare, it ended its 
policy of reserving garment manufacturing 
tosmall firms, freeing them to grow to a more 
competitive size. With the Chinese and oth- 
ers challenging Indian toy makers and lock- 
smiths, it may not be long before these 
industriestooare freed from size restrictions. 
Over the past several months, India has 
largely liberalised its telecoms market, 
which should speed its emergence as an in- 
formation-technology power. After last 
year's opening up of the insurance market, 
the first private players are appearing, 

The government wants people to believe 
that the pace is accelerating. “Major disin- 
vestment ie, privatisation] is around the cor- 
ner,” says N.K. Singh, the prime minister's 
top economic adviser. But the government 
so far has raised virtually none of the $2 bil- 











lion it planned from privatisation this fiscal 
year, though it is still promising to sell a 
dozen companies, including a state-owned 
airline. Privatisation would have the triple 
virtue of reducing the government's debt, at- 
tracting foreign investment and making the 
companies more competitive. 

India needs rapidly to upgrade its infra- 
structure, both because snarls cost the econ- 
omy an estimated $12 billion a year and be- 
cause spending on highways would create 
jobs and boost growth. But here too the 
promises exceed the current reality. The gov- 
ernment says that contracts to build 2,500 
km (1,500 miles) of road will be awarded by 
March. 

Inother areas of concern to Mr Mitra and 
his members, the government is still dither- 
ing. It wants labour markets to work better, 
but dare not provoke street action by strip- 
ping workers of their job security. It recog- 
nises that India's combined central and state 
government deficits—which amount to 
more than a tenth of Gpp—are unsustain- 
able. Yet, even though it plans to introduce a 
spending-trimming "fiscal responsibility" 
bill, the government is unlikely to make a se- 
rious dent in the deficit this year. Its plan for 
privatising banks is a muddle: it envisages 
the government stake falling to 33%, but 
would permit no private investor a stake of 
more than 1%. 

A reason for urgency is that industry, 
weary of waiting for its six burdens to be 
lightened, may begin to push for protection. 
The panic about Chinese imports is over- 
done. Imports besides gold and oil fell in the 
first half of the fiscal year—and (non-smug- 
gled) imports from China account for less 
than 3% of India's total anyway. Yet the gov- 
ernment has raised tariffs on some items and 
begun a series of anti-dumping investiga- 
tions. When the last quantitative restrictions 
fall away next year, industry is hoping for 
high tariffs to replace them. Omar Abdullah, 
minister of state for commerce, says the gov- 
ernment is resolved to “bring down the aver- 
age level of tariffs". But, he adds that, after a 
half-century of protection, "industry needs 
abitof breathing space." 
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Judgment da 


WASHINGTON, DC 


UNITED STATES 


Al Gore's legal options appear to be limited 


Almighty God, whose servant Chad, for the 
peace ofthe Church, relinquished cheerfully 
the honours that had been thrust upon him: 
Keep us, we pray, from thinking of ourselves 
more highly than we ought to think, and 
ready at all times to step aside for others. 
(From the Prayer to St Chad, Bishop of Lich- 
field, 669-672). 


AT chance, you might think. Given the 
way everyone has been behaving, the 
chances of anyone stepping aside for others 
seems as likely as a perfect count of Florida's 
votes. Yet in the light of the ruling by Judge 
Sanders Sauls in the Leon county circuit 
court on December 4th, the possibility is 
emerging of a similar miracle in the presi- 
dential election. If allowed to stand, Judge 
Sauls's decision will be the decisive moment. 
After a sometimes light-hearted but 
more frequently excruciating three-day trial 
over the weekend, Judge Sauls ruled on the 
four: questions before his court. Could he 
compel Miami-Dade County to complete its 
manual recount and have the result certified 
by Florida’s secretary of state, Katherine Har- 
ris? Could he compel her to accept the late- 
; filed manual recount from Palm Beach 
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County? Could he compel Palm Beach to re- 
view contested ballots using a different (and 
less strict) counting standard? And could he 
require Nassau County to certify a machine 
recount of its vote, not the original count? 

No, no, no and no. In the light of the certi- 
fication of George W. Bush’s 537-vote victory 
in Florida, Al Gore needed at least one court- 
room success to show an increasingly scepti- 
cal public. Instead, Judge Sauls accepted the 
arguments of Mr Bush’s lawyers that courts 
must defer to the decisions of the local can- 
vassing boards unless they acted illegally. He 
supported the state attorney-general's argu- 
ment that to change vote-counting proce- 
dures in the middle of a contest amounted to 
“a two-tier system [which]could lead Florida 
to having all of its votes, in zum disquali- 
fied." And most damaging of all, he ruled 
that the manual recounts could not goahead 
because “there is no credible statistical evi- 
dence...toestablish a reasonable probability 
that the results of the statewide election- 
... would be different from the result that has 
been certified.” Short of having David Boies, 
the Gore team’s chief lawyer, fined for con- 
tempt of court, it could hardly have been 
worse. 





іп 1997, clearly says that only the voter or 
member of his or her immediate family тау. 


;For Florida's justices to overrule Judge Sauls, 


court judges hear evidence, scrutinise wit- 
“nesses and judge their credibility. Appellat 
-courts do not. They must abide by the find 


























The Gore campaign 
win before Judge Sauls. 
ing, they had a law 


id not expect to 
rul- 


ida’ E supreme zourt 
challenges now rests. primary оп this 
peal, and on two separate last-ditch battle: 
in Seminole and Martin counties. 

Consider the two separate cases first. I 
Seminole and Martin counties, the electi 
supervisors almost certainly broke the law 
when they allowed Republican party work 
ers to correct absentee-ballot applicatio 
before election day. The law, brought in afte: 
massive voter fraud in a Miami mayoral rac 





alter application forms. | 
The question facing the judges is wha 

can bedone about it. In the mayor's race, t 
absentee ballots were all thrown out, whic 
is what the plaintiffs want this time (the a 
tion would hand the state to Mr Gore be 
cause most of these votes were Republica 
But in the mayors race, the result. wa 
voided, the winner ejected after taking offi 
and a new election called; That cannot 
pen now. A Gore victory based on the rejec 
tion of 25,000 absentee ballots, all of them 
gal from the point of view of the voters, most. 
legal. from any point of view, would caus 
uproar--and further challenges. 
The immediate challenge isthe review of 
Judge Sauls's verdict in the state Supreme 
Court. To say Mr Gore has an uphill struggle 
there hardly captures the difficulty. It will be 
like skating up the Matterhorn опа scooter. 


they would have to go against two of the car- 
dinal rulesof higher courts. | 

First; appellate courts almost always de- 
fer to trial courts on matters of fact. Trial 





ings of fact determined by the trial judg 
they can overturn those facts only where 
there has been an egregious mistake or 
where findings of fact are irrational. Second, 
higher courts must uphold the rulings of 
lower ones on matters of law unless they. 
think the judge has abused his authority or | 
discretion. Showing an abuse of discretion is 
an exceptionally tough requirement. St 

That is why MrGore’s team is unlikely t to. 
reverse Judge Sauls's ruling that there is no 
"reasonable probability" (the térm is found 
in Florida precedent, though not in the elec- 
tion law itself) that a recount could change. 
the outcome. That rulingmay sound strange, 


agi 

















is less than 5% of the number of contested 
ballots in Miami-Dade alone (and 0.009% of 
the statewide turnout). But this is irrelevant. 
What matters is the evidence put forward to 
< the court. And if the judge found it did not 
reach the required standard, then so be it. 
The Gore team argues that Judge Sauls 
erred when ruling that voting standardscan- 
not be changed (after all, they have been 
^. changed by the Florida Supreme Court it- 
self). Trial judges should act primarily as 
finders of fact. In this part of his judgment, 
the Gore team claims, Judge Sauls trespassed 
"into areas reserved for appeals courts. 
: Even if the state Supreme Court were to 
-:uphold that part of the Gore team’s claim, 
though, it would not produce the ruling they 
want, which is to have the manual recounts 
started. Their better hope, then, is their argu- 
ment that Judge Sauls failed toconsider a key 
piece of evidence—the ballots themselves, 
which they had entered as “witnesses” in the 
trial. Mr Gore's lawyers argue that the only 
way to show “reasonable probability" is to 
count the ballots. Mr Boies adds that this is 
the first election-law contest in Florida 
. where ballots have not been considered. 
Even so, this will be a hard sell. The Gore 
team has already asked the state Supreme 
Court to order a recount опсе--апа lost. In 
addition, the Bush team says that to count 
' the ballots would be to grant the remedy be- 
fore the verdict (or, now, to grant the remedy 
in the teeth of the verdict). 
Mr Gore is not without hope. The state's 
highest court has already overruled one 
lower court judge, Terry Lewis, when it ex- 
"tended the original deadline for certifying 
“the votes. But this time, the court may be 
more cautious in interpreting its role because 
: two bodies with powers equal to or greater 
than its own are peering over its shoulder: 
the Supreme Court of the United States and 
the Florida legislature. 
Judge. Sauls's ruling came only hours 


` after America's highest court questioned the 


`: authority under which the Florida court ex- 

«tended the original deadline for manual re- 

^: counts by a week. The Supreme Court sent 

“the judgment back to the state justices for a 

second try, “vacating” (that is, suspending) 
their extension in the meantime. 

This allowed the Supreme Court to side- 
step the issue of whether the state court was 
justified in its decision (a matter on which 
the Supreme Court seems split five to four). 

Instead, the court unanimously decided that 
if the Florida court's ruling were based en- 
tirelyon itsinterpretation of statelaw, then it 
would have been acting within its authority 


|... and the Supreme Court would not get in- 


volved. If, on the other hand, the state court 
had based its opinion partly on the Florida 
constitution (which it also cited), then that 
might raise federal matters that are the high 
court’s province. The us constitution. vests 
the right to determine how members of the 


c0 


.. considering that Mr Bush's margin of victory. 





electoral college are chosen with the state's 


legislature, not the state constitution. 
Natrowly construed, the Supreme 
Court’s decision could lead toa rare legal vic- 
tory for Mr Gore. The Florida court could 
now reinstate its opinion simply by making 
clear that it was relying solely on statute, and 
was just mentioning the state constitution as 
background noise. If it did that, its decision 
would presumably be left to stand, and so 


would the later certification (though, of 
course, that would still give Mr Bush victory). 
In fact, it may not be so easy. Given that 
the court originally said that “the will of the 
people, not a hyper-technical reliance upon 
statutory provision, should be our guiding 
principle”, it may be tough to turn round 
now and explain that they had meant to rely 
entirely upon statutory provision all along. 
Overall, the Supreme Court's. ruling 
yielded three points for Mr Bush. First, it 
amounted to an unusual slap in the face: 
state courts are not supposed to make rul- 












ingssoambiguousthat the high courtcannot 
ufiderstand the basis for them. Second; the 
justices seemed to counsel agairist any cre- 
ative reading of Florida's election law. That 
could serve as a warning to the court not just 
in this particular case but in their more im- 
portant review of Judge Sauls's decision. 

And third, by making clear that the us 
constitution gives a central role in electoral 
contests to state legislatures, the high court 
has increased the credibility of the Florida 
assembly's manoeuvrings against Mr Gore. 
Before the ruling, the legislature had been 
threatening to hold a special session to ap- 
point a slate of Republican electors should 
Mr Bush lose the state to. Mr Gore on a legal 
ruling. Even some Republicans worried that 
this would look partisan; now it has the ap- 
parent imprimatur of the Supreme Court. 

The Florida legislature has duly called a 
special session for December 8th. The leader 
of the state House of Representatives, Tom 
Feeley, had made clear that he is itching to 
appoint selectors for Mr Bush. So if the Flor- 
ida Supreme Court were to rule in favour of : 
Mr Gore, and were he to win a majority of 
the recounted vote, the legislature would al- 
mostcertainly appoint a Bush slate. 

And that in turn would set the scene for 
the dispute to continue towards a dénoue- 
mentin January thatcomes straight from the 
pages of constitutional. law that are sup- 
posed to be opened only in an emergency. 
Florida would send duelling slates to Wash- 
ington, one with the backing of the legisla- 
ture, one by ruling of the state Supreme 
Court. If Congress cannot agree which one to 
certify, “then, and in that case,” (runs the rel- 
evant law) “the votes of the electors whose 
appointment shall have been certified by 
the executive of the state shall be counted.” 
The executive of Florida is the governor: Jeb 
Bush. He would be his brother’s keeper. 





George W. Bush's prospects in government 


Is a soft landing possible? 


WASHINGTON, DC 


The governor of Texas has made some mistakes and plenty of enemies during 


the past month of legal wrangling 


EGIN with a heroic assumption: that 

George W. Bush does indeed become 
president. He will become president-elect 
by.a single vote in the electoral college, the 
narrowest margin since 1876. He will also be 
thefirstmansince1888to win the presidency 
while losing the popular vote. And he will 
take office after some of the most acrimoni- 
ous partisan fighting of recent years. The 
question is: how much has the past month 
damaged his power to act in office? 

For many, the answer is: not much, The 
legal system. will have produced an orderly 
(albeit. protracted) resolution. Most voters 


say they want the.contest to end. As Con- 
gress reassembles in Washington, the talk is 
turning to the legislation that could. pass 
with bipartisan support—prescription-drug 
benefits, a patients’ bill of rights, and so on. If 
you add toall that the undoubted powers of 
the presidency, which kept Bill Clinton go- 
ing through dire circumstances, there is a 
strong case for thinking Mr Bush can create a 
honeymoon for himself and use it to pass a 
stack of centrist, popular laws. 

Perhaps. But three things have changed 
in the past month. Two will make this soft 
landing harder to achieve now than it was 
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So much for those multi-cultural Republicans 


onelection day. 

The one that should not matter much is 
Mr Bush's own much-criticised personal in- 
volvement in the post-election contest. 
While Mr Gore sat at the centre of the spi- 
ders web-—following every courtroom 
move, approving every legal decision—Mr 
Bush spent much of his time on his ranch, 
the Lazy W (just kidding). He dispatched 
Dick Cheney to set up the transition process. 
He sent James Baker, a fixer under his fa- 
ther's presidency, to guide the legal efforts. 
Or, as Mr Bush put it inimitably: “As far as 
the legal hassling and wrangling and postur- 
ing in Florida, I would suggest you talk to our 
team in Florida, led by Jim Baker.” 

This has led to accusations that Mr Bush 
was being sent to play with his toys while the 
grown-ups took care of business. Certainly, 
Mr Bush has lacked authority, and even cor- 
rect information (on the day Mr Cheney had 
a heart attack Mr Bush denied it). But the 
contrast between his and Mr Gore’s behav- 
iour may work slightly to his advantage. His 
decision to stay above the fray means he has 
been somewhat less tarred than Mr Gore by 
intimate involvement in the legal machina- 
tions. In a choice between dirty infighting 
and clean hiding, the latter may sometimes 
be the more presidential choice. 

But Mr Bush has also permitted a degree 
of rhetorical acrimony among his suppor- 
ters—even mainstream ones—that could 
harm him later. The most extreme examples 
come from marginal figures or commen- 
tators. But Mr Bush himself has been guilty 
of monumental hypocrisy. He argued that 
manual recounts are intrinsically unreliable 
(but signed a Texas law requiring them). He 
claimed to have won the Florida vote on 
three separate counts (which meant little 
when all of them excluded the same con- 
tested ballots). And his supporters argued, 
before certification, that legal challenges 
were inappropriate then and should be filed 
afterwards—and, as soon as the certification 
was made, turned round and said legal chal- 
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lenges filed after the event came too late. 

Republicans dismiss this, saying Demo- 
crats would have done exactly the same. Al- 
most certainly true. But Mr Bush was the one 
who, during the campaign, claimed to be 
able to “change the tone” in Washington. 
There will no doubt be a brief outpouring of 
rhetorical reconciliation when the new pres- 
ident is elected. Whether it will last beyond 
inauguration day is another matter. 

Lastly, and much the most important, to 
a large part of the Democratic base, the post- 
election period has not seen the orderly 
working-out of due process. Rather, it has re- 
vealed a corrupted electoral system, feeding 
wells of anger that will complicate Mr Bush’s 
relations with Congress further. 

The voters who are up in arms are black. 
The election saw an unprecedented mobili- 
sation effort among African-American vot- 
ers, who supported Mr Gore over Mr Bush 
by 90% to 8%—а margin ten points higher 
even than the figure Mr Clinton achieved 
against Bob Dole. In Florida, black turnout 
rose a stunning 65%. 

Many blacks believe this effort has been 
poisoned by clapped-out voting machines, 
confusion and outright fraud. An analysis by 
the Washington Post found that one-third of. 
the ballots in the black sections of Jackson- 
ville (Florida's fourth-largest city) did not 
register a vote for president. In the black pre- 
cincts of Miami, 10% of the ballots did not 
count in the presidential contest, compared 
with 3% in whiter precincts of the city. 

Whatever the reasons for these lopsided 
results, they have fostered disenchantment 
among black voters and an upsurge of sup- 
port for civil-rights leaders. The National 
Association for the Advancement of Col- 
oured People has asked the Justice Depart- 
ment to look into allegations of fraud. Law- 
suits look likely. But even before that, the 
uproar has damaged Mr Bush's claim to be a 
"uniter, not a divider" and hurt his claim to 
be a new sort of Republican, with a multi- 
cultural agenda. 


Moreover, the anger among blacks re- 
flects a wider disenchantment. One of the 
least noticed features of the 2000 campaign is 
that the contest which may have put Con- 
gress and the presidency into Republican 
hands also saw the best showing by the left 
for 25 years (if you include Ralph Nader's 
vote). Tamout among union members and 
Hispanics rose. 

The success of the left—and the anger is 
an important part of it—will not make bi- 
partisan support impossible. The Demo- 
cratic base wants things like a prescription- 
drug benefit anyway. But it will be far harder 
to persuade Democratic moderates to break 
ranks over issues that the left opposes. Mar- 
shall Whittman of the Hudson Institute 
points out a disturbing parallel. The last time 
the base of one party was so riled up, he says, 
was in 1992-93, when the Republican right 
helped to wreck Mr Clinton's first term. 

In short, the Democratic left is angry. The 
Republican right is anyway suspicious of the 
Bush family and mistrustful of George W.’s 
likely appointment of several of his father's 
advisers. In between lies the area where Mr 
Bush can govern. It was small to begin with. 
And the protracted legal battles have made it 
smaller. 

п 





The Senate 


Whereas, in the 
other corner... 


SEATTLE 


Tu counting and recounting of votes 
does not have to end in furious litigation. 
While the legal alligators in Florida fought 
over the last shreds of the presidential race, 
another contest almost as close and almost 
as prolonged came to a more dignified con- 
clusion in Washington state, in the opposite 
comer of the country. On December 7th, 
Maria Cantwell, a Democrat, was officially 
certified as the state’s new senator-elect, six 
days after a recount of all the votes showed 
her to have beaten Slade Gorton, a Republi- 
can who has held the seat for the past 12 
years, by 2,229 votes out of a total of 2.46m 
cast—a margin of 0.1%. 

The state’s law made a recount obliga- 
tory when the first tally put Miss Cantwell 
ahead by 1,953 votes, a margin of less than 
0.5%. The recounting was done entirely by 
machine, and Mr Gorton, who confessed 
that waiting had been a torment, accepted 
defeat soon after its result was known. The 
state had planned for a large number of ab- 
sentee ballots, and took care to deal properly 
with the ballot forms that continued to ar- 
rive after election day before they were fed 
into the counting machines. 

The calm surrounding Miss Cantwell's 
victory may not accompany her to the other 
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UNITED STATES 
Washington when she joins the 107th Con- 
gress. For the first time in 120 years the Senate 
is likely to be exactly divided between the ri- 
val parties, with 50 seats each for Democrats 
and Republicans; but numerical equality 
will not bring equanimity. 

In theory, control will tiptothe Republi- 
cans once the new president is sworn in, 
since the vice-president can vote to break 
ties in the Senate. If Dick Cheney is the next 
vice-president, that gives the edge to the Re- 
publicans; and if Joe Lieberman improbably 
gets the job, the Republican governor of 
Connecticut, the state for which he is cur- 
rently a senator, will appoint his replace- 
ment, giving the Republicans a total of 51 
seats. But the Democrats are loudly insisting 
that, in so neatly divided a Senate, commit- 
` teechairmanships and other spoils of power 
should be shared outevenly. 

To complicate things still further, the 
Democrats will have a brief period of con- 
trol. The Senate is to be sworn in on January 
3rd, 17 days before the inauguration of the 
president, and during that time it will be Mr 
» Gore, in his final days as vice-president, who 
is the tie-breaker in a 50-50 vote. In a normal 
transition, little business of any contention 
goes on; but in these far from normal days 
there is a possibility that Democratic sena- 
tors could use votes of approval of Mr Bush’s 
cabinet appointments as a bargaining tool. 

How Miss Cantwell will fare in this 
maelstrom remains to be seen. An Internet 
entrepreneur, she hopes to make her mark 
on issues such as online privacy; she is an- 
gling for a seat on the Senate Commerce 
Committee. Some think she may inherit Mr 
Gorton’s role as Microsoft's chief congres- 
sional advocate in its fight against the gov- 
emment's antitrust lawsuit; but she was a 
competitor of the software firm, which con- 
tributed heavily to Mr Gorton's campaign. 

Before she gets immersed in the arcana 
of Capitol Hill, there are things she wants to 


‘do at home. In her victory speech, she said 


thatshe would represent the whole state, not 

just the booming region around Seattle 
where Microsoft, RealNetworks and so 
many other high-tech firms are based. It was 
a promise she made on the campaign trail, 
but voters were sceptical. Of Washington's 
39 counties, Miss Cantwell carried only five, 
piling up her votes mostly in King County, 
which contains Seattle and its suburbs and 
almost a third.of the state's voters. She car- 
ried none of the counties in the east of the 
state, where the main concerns are agricul- 
ture and hydroelectric dams. 

Dams may yet cause trouble for Miss 
Cantwell. Mr Gorton is a possible secretary 
of the interior in a Bush administration, 
which would give him the chance to exact a 
- Title revenge in battles over theenvironment 
“of the country’s north-west. Her narrow and 


. ` politely accepted victory may yet prove the 


easiest part of Miss Cantwell's new life. 






Congressional redistricting — 


Tinkering time 


F YOU think the political machinations of 

the past few weeks have been arcane and 
partisan, prepare for more of the same next 
year. Thatis when the states begin redistrict- 
ing. According to the constitution, a national 
census must take place every decade to de- 
cide how many seats each state should have 
in the House of Representatives. 
Thatcensus was conducted ear- 
lier this year, and the results 
should beout in December. 

Based on projections from 
old population data, seven or 
eight states are likely to gain a 
new seat ot two, including such 
high-growth Sunbelt places as 
Arizona, California and Florida. 
More rusty states, such as IHi- 
nois, New York, Ohio, Pennsyl- 
vania and Wisconsin, may all 
lose a seat or two. 

In a few cases, notably New Jersey and 
Washington state, the task of redrawing 
boundaries is given to non-partisan com- 
missions. Elsewhere the people doing the job 
will be politicians;and the rules are only a bit 
more precise than those about recounts in 
Florida. Congressional districts must be 
roughly equal in population and all in one 
piece with no outlying bits—and that, usu- 
ally, is aboutit. 

But the districts tend to be drawn with 
some reference to established geographical 
features, such as cities or counties. And they 
can also be influenced by federal rules such 
as the Voting Rights Act, which requires the 
“maximation” of minority percentages in 
congressional districts. This act makes it eas- 
ier for politicians to craft (“gerrymander” 
was the good old word) absurdly shaped 
districts, such. as the “1-85” 12th District in 
North Carolina, which followed the twists in 
that special road (and is still the subject of a 
legal battle). These districts suit not only 
black arid Latino Democrats, who easily win 
electionin such enclaves, but also conserva- 
tive white Republicans, who win in all the 
contiguous places from which the minorities 
have been gerrymandered out. 

Yet the system also leaves plenty of dis- 
cretion with the party in power. In most 
places, the state House and Senate propose a 
map, which the governor can either accept 
or reject. If they fail to draw up a mutually 
acceptable plan, the matter goes to the 
courts. 

In theory, the two sides’ attempts to 
cheat should even out, though the main 
gains next year should go to the Republicans. 
Many of the new seats will come in the 
south-west, at present a Republican strong- 
hold. In Texas, Democrats currently hold an 









unlikely 17-13 advantage in congressional 
seats. Now the map-drawers in Austin will 
be predominantly Republican. The party 
should also do well in Michigan, Ohio and 
Virginia. 

The Democrats’ main hope of offsetting 
these gains lies in California, where they 
control the governorship and both houses of 
the legislature. Shrewd tinkering with the 
state's 53 seats (presuming it adds one to the 
present tally) could leave prominent Repub- 
licans battling for the same seat. In Colorado, 
the Democrats somewhat surprisingly won 





control of the state Senate, earning them a 
say in redistricting in a very fast-growing 
state. And in Republican Arizona voters 
have just decided to send redistricting mat- 
ters to an independent commission. 

Some non-partisan factors will make a 
difference—not least the personal ties of the 
endangered congressmen. Some older ones 
may not have the stomach for the fight. If 
things go badly for Texas Democrats, expect 
to see some early retirements. 

Citing E ae EE apa is a ان‎ 


Smoking 


Just say no 


POINT REYES STATION, CALIFORNIA 


OR decades, the Marlboro Man has rid- 

den across advertising's imagined Ameri- 
can West to promote the manly attributes of 
cigarette smoking. But three years ago, in 
California, a new kind of Marlboro Man ap- 
peared on the billboards. The hat, boots and 
saddle-hardened stoicism all looked famil- 
iar. But in one advertisement this cowboy 
was saying to his partner, "I miss my lung, 
Bob.” In another he confided to his horse: 
“Chemotherapy scares me, Scout.” 

A report issued on December ist by the 
Centres for Disease Control and Prevention 
(coc) and California’s Department of 
Health Services claims that these billboards, 
and the campaign round them, have helped 
to bring about.a remarkable long-term de- 
cline in lung cancer in California. In eight 
other regions of the United States measured 
by the cnc, the incidence of lung cancer is 
ona slow downward trend, having fallen by 
2.7% between 1988 and 1997. In California the 
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Palms, excuse us for poking fun. But we now have the perfect tool with which to do just that. 
Our stylus. It's part of a new concept: the Ericsson R380, featuring the Mobile Internet. We call it a ERICSSON z 
smartphone. It has e-mail, WAP an organizer and even handwriting recognition. You can | = 


scribble a number оп your palm, sure. But with this, you can even call it. www.ericsson.com/r380 | 
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SriLankan 


Airlines 


Travelling to the 
Middle East is now 
just as memorable as 
travelling around it. 
Our brand new Airbus 
A330 aircraft fly to ' f 

9 different destinations: - desert 
Abu Dhabi, Bahrain, Beirut, 
Dammam, Doha, Dubai, 
Kuwait, Muscat and Riyadh. 
Each seat features its own 
personal TV and phone. 
And in business class 
you can choose from 
42 videos on demand. 
What's more, our inflight 


menu offers a wide range 


of delicious dishes. 

All accompanied by a 
standard of inflight service 
that's fit for a sheik. 

For reservations and 

flight information, 

please call your local 
SriLankan Airlines office or 
contact your travel agent. 


Oasis 





| Off welfare, not faring so well 


CHICAGO 


THE number of Americans 
living on welfare has plum- 
meted since the system was 
overhauled in 1996. But 
whatis happening to all the 
people who have come off 
welfare? Two recent Illinois studies suggest 
that not too many ex-welfare queens are 
driving Cadillacs.* 

Roughly half of the Illinois adults re- 
ceiving Temporary Assistance for Needy 
Families (TANF) in the autumn of 1998 were 
off the programme by the time they were 
surveyed at least a year later. (Another 12% 
were getting TANF but had been off the 
programme at some point in the previous 
year.) Of those who came off welfare, two- 
thirds had a job when they left and 70% 
later agreed “somewhat” or "strongly" that 





*The Illinois Families Study is a survey by researchers 
from four Illinois universities, who will follow а sample 
of Illinois families receiving welfare in 1998 for six years. 
The Illinois Department of Human Services examined 
the administrative records of 137,000 people who left 
TANF between July 1997 and December 1998, and com- 
pared the data with state employment records for the 
same people. 








drop has been a far more dramatic 14%. 

Moreover, whereas smoking by women 
is on the increase in those eight regions—up 
13.2% since the late 1980s—in California it is 
waning, down 4.8% in the same period. The 
state's health-services agency thinks that 
many Californian women were put off 
smoking by a brutal television ad that hit the 
airwaves in 1997, in which a woman named 
Debi tried to explain that she could not sup- 
press her desire for another cigarette. She ad- 
dressed the viewers through a hole in her 
throat, cut there after a laryngectomy that 
had been made necessary by her smoking. 

According to the cnc, cigarette smoking 
is responsible for 87% of the cases of lung 
cancer and 30% of all cancer deaths in the 
United States. The reduction in California 
means that, compared with 1988, the state’s 
doctors and hospitals will see 3,000-4,000 
fewer lung-cancer cases this year and 2,000 
fewer lung-cancer deaths. 

It was in 1988 that the state’s voters ap- 
proved an anti-smoking initiative, Proposi- 
tion 99, which put a tax of 25 cents on each 
packet of cigarettes, the money going into a 
punchy campaign of anti-smoking ad- 
vertisements and educational programmes. 
No other state had done anything like this. 
Ten years later California's voters approved 
another tax, this one of 50 cents a packet, 
whose proceeds went to persuade small 
children of the dangers of smoking. There are 
now special campaigns aimed at the state's 
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they were "better off now than in a long 
time". 

That is not saying much. Those with 
jobs eamed a median wage of just over $7 
an hour, which is not enough to lift a full- 
time worker with a family of three above 
the poverty line. Indeed, only a quarter of 
theadults (almost all ofthem women) who 
left welfare for work reported a 1998 in- 
come of more than $15,000. Meanwhile, 
roughly a third of those who left TANF were 
not leaping at a better opportunity; they 
were expelled for not following the rules, 
for instance by missing an appointment or 
not filing paperwork. In all, 58% of the wel- 
fare-leavers reported at least one material 
hardship in the previous year, such as not 
being able to pay the rent or having the 
electricity turned off. 

Some of this hardship is unnecessary. 
Many of those who leave welfare do not re- 
alise that they are still eligible for other 
benefits, such as Medicaid and food 
stamps. Only half of all the welfare-leavers 
had a clear understanding of the Earned 
Income Tax Credit, the government's chief 
tool for increasing the incomes of the 





blacks, Latinos and Asian-Americans. 
California has spent $836m on anti- 
smoking advertising and education since 
Proposition 99 took effect, but the cpc esti- 
mates that it has already saved $3 billion in 
direct health-care costs and another $5.4 bil- 
lion in indirect costs. And the savings could 
grow. Terry Pechacek, of the cpc's Office of 
Smoking and Health, claims that the full 





Smokers! droop 






















| Fairly hopeful | 

illinois welfare study 

Work status of welfare leavers % 
Currently working Anm 65 
Some work within past 12 months — 15 
No work within past 12 months. 20 
Main reason for going off welfare — 
Sotapb Tie UN a 
Missed appointment pei TEAM 
or did not file paperwork — ти Ар 24 
Earnings too high — — SIME 
Missed work or school or refused job 8 
Caseworkerror — , 3 
Reached time limit — (2 
Received benefits from other programme 2 
Other |. 16 


Source: Illinois Families Study 


working poor. The vast majority of single 
parents leaving welfare do not receive 
child support from the absent parent. 

For all that, tough work lies ahead. One 
of the Illinois studies took in not only who 
left welfare, but when. Not surprisingly, 
those who fled the rolls fastest were better 
educated and had more job experience 
than those who left later. Those still on 
welfare are the least qualified of all. The 
welfare experiment is far from finished. 








health benefits of not smoking are not seen 
for 10-15 years after kicking the habit. 

. Smokingis banned in all public places in 
California, including restaurants and bars, 
putting the existing trend into legal form. 
Whatever the merits of this onslaught, it 
seems to be working. Adult smoking rates in 
Califomia have declined by more than 32% 
since 1988. Young people have reacted even 
more vigorously: in one year, from 1998 to 
1999, the number of young smokers fell more 
than 35%, reducing the rate of tobacco use by 
12-17-year-olds to 6.9%. Dr Pechacek expects 
this to reduce health-care costs sharply in 
the decades to come. 

Other states are beginning to take note. 
Within the past eight years Massachusetts, 
Arizona, Maine and Oregon have all started 
programmes similar to California's. A total 
of 41states have sought the anti-smoking ad- 
vice of California's Department of Health 
Services, which also counsels Ireland, Aus- 
tralia and Canada. The World Health Orga- 
nisation has used California's work as a 
model for anti-smoking propaganda else- 
where around the globe. 

Debi is about to be seen again in a new 
series of advertisements. She eventually 
kicked her tobacco habit after her beloved 
young niece had, over several years, pleaded 
for her to stop. "Quit smoking for someone 
you love;" Debi rasps, sm:ling. The old Marl- 
boro Man is doubtless glowering. 

m 
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үм is hardly the first word that springs tomind when you 
examine the Democrats’ behaviour in Florida. But even as they 
| have competed with the Republicans to unleash sleazy lawyers 
and sleazier rabble-rousers on a state more accustomed to wel- 
j coming pensioners and holidaymakers, they have clung to the 
i higher ground on one point: that they merely wanted “the will of 
| the people” to prevail. Somewhere among the swamps and the al- 
ligators lay hidden the true result, which it was their duty to unveil. 
This conviction may be sincere. But does it make any practical 
sense? What might be described as the myth of perfect democracy 
underlies not just a good deal of the nonsense of the past few 
weeks, but also many of the potential problems ahead. 
Begin with a simple fact: there is 
`. по way that any mortal.can know 
with absolute certainty what the 
real result ‘of this election was. 
Whatever numbers you use, the 
margin of victory was smaller than 
: the. margin of error in the voting 
© machines. In the real world, errors 
>| occur. And sometimes the legiti- 
тасу of the process—the need for 
finality and a smooth political 
transition-~has to be placed above 
the search for an abstract perfec- 
tion in trying to count votes down 
to the lastdecimal point. 

The imbroglio in Florida has al- 
ready unleashed a series of at- 
tempts to improve America’s di- 
lapidated voting system. The 
National Association of Secretaries 
of State has formed a special com- 
mittee to look at it. Senator Chuck 
Schumer has introduced a bill that 
would provide the Federal Election 
Commission with more money to study voting reform. (The com- 
mission’s request for cash last year fell on deaf ears.) Several other 
politicians, including Mitch McConnell, Robert Torricelli and Jim 
Leach, are talking aboutnew legislation. And minority groups may 
well produce a voting-rights lawsuit charging that the current sys- 
tem is discriminatory. This would lead to more federal oversight of 
the system—and more federal money to make it fairer. 

This is all to the good. It isa pity that the world’s most techno- 
logically advanced country should have voting machines that 
look as if they were designed by Heath Robinson ог Rube.Gold- 
berg. it is bad that a country with such bleak memories of racism 
should find that it has so many faulty machines in black areas. 

But reformers need togo beyond Al Gore's simple faith in “the 
will of the people". The danger is that the hunt for à perfect elec- 
| toralsystem will beevery bit as unproductive as the hunt for the 
| perfect result in Florida, and that America will go into the next 
election with just as ramshackle a system as it found it had this 
time. The "ideal" solutions are not difficult to list, and many out- 
.| siders have enjoyed themselves doing so. America needs a root- 
and-branch reform of its voting system, the argument goes. It 
needs a national ѕуѕіет о voting, and one with no difference in 
procedures between rich areas and poor. It needs to introduce a 
system of impartial oversight, like those in many European coun- 
tries, and it needs to embrace the wonders of modern technology. 

But voting systems also need to reflect the political cultures of 
their countries. They have to reconcile several different sets of cri- 




















The myth of perfect democracy 


teria, and not just an overriding conviction that every intention to 
vote should count. There can be no real progress in overhauling 
America's voting machinery without bearing in mind three fun- 
damental principles. 

The first is the basic importance of the federal idea. Elections in 
America are fundamentally the business of the states, and even 
the counties. This makes it practically impossible to have a single, 
standardised national ballot. The states bundle local, state and na- 
tional elections together on the same ballot, throwing in state bal- 
lot initiatives for good measure, so that people are voting for the 
local dog-catcher as well as the president. The states also decide 
who may stand for president; one reason Florida's ballot was so 
complicated was that it included 
large numbers of such people. 

The downside of federalism is 
that you getan anarchic patchwork 
of voting practices rather than a co- 
herent system. But it also has ad- 
vantages. It isimpossible for some- 
body to rig an election from the top 
down. National and local politics 
get woven together. And there is 
plenty of room for local experi- 
ments: Arizona this year discov- 
ered some of the problems with In- 
ternet voting. "It is no good looking 
in the United States for uniformity 
and permanence of outlook, mi- 
nute care of details, or perfection of 
administrative procedures," Alexis 
de Tocqueville noted. “What one 
does find is a picture of power, 
somewhat wild perhaps, but ro- 
bust, and a life liable to mishaps but 
full of striving and animation.” 

The second shaping realisation 
is America’s penchant for trusting political appointees to do jobs 
that other countries leave to civil servants. This reflects America’s 
fundamental suspicion of the notion that there is any such thing as 
an impersonal bureaucracy which can be trusted with a process as 
important as holding an election. As one employee of the Federal 
Election Commission puts it, Americans believe that there are no 
angels, and that the devils should be set to watch over each other. 
The only guarantee of objectivity is to have people of different par- 
ties keeping an eye on each other. 

Lastly, reformers need to remember the law of unintended 
consequences. Many reforms (like those of 1974 to clean up cam- 
paign finance) end up exacerbating other problems or creating 
new forms of dodgy practice. Introducing high-tech voting may 
emphasise inequalities: rich areas may have fancy touch-pad vot- 
ing systems while poor areas still rely on ancient machines. Easier 
absentee voting may multiply problems of fraud. 

Is this a recommendation of complacency? No. Plenty of im- 
provemerits can be made by working within these traditions. But 
most of the progress will notcome from high-flown congressional 
rhetoric. It will come at the local level, from unsung labourers get- 
ting down to specific problems. Some states, notably California, 
have for years been trying to improve their voting systems. Others, 
such as Maryland, have now seen the warning signs from Florida 
and decided to start overhauling the way they do it, These plod- 
ding; incremental steps arenot as exciting as high-flown dreams of 
perfect democracy. But they stand a far better chance of working. 
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Abnormal events in an 
increasingly normal Chile 


SANTIAGO 


Despite a judge's best efforts, General Pinochet will almost certainly escape 


trial. But Chile is shaking off his legacy 


N 1973, Salvador Allende died by his own 

hand during a quixotic effort to defend La 
Moneda, the presidential palace in the heart 
of Santiago, against the aircraft and tanks of 
General Augusto Pinochet's military junta. 
Since March, the austere, neo-classical pal- 
ace has once again been occupied by a so- 
cialist, Ricardo Lagos, though he is a far more 
moderate one than Allende. One of his first 
acts was to open the courtyards of La Mo- 
neda to the public. 

Itis a sign that "this country is calm", Mr 
Lagos said recently. “The institutions are 
working.” Those words have been severely 
tested this week, in the aftermath of the deci- 
sion by a Chilean judge, Juan Guzman, on 
December 1st to charge General Pinochet 
with kidnapping and murder, and to order 
his house arrest. 

For almost three years, Mr Guzman has 
been investigating legal claims (now total- 
ling 184) against General Pinochet for hu- 
man-rights abuses during his dictatorship in 
1973-90. The crimes with which the judge has 
charged the dictator concern the execution 
of 75 IN prisoners (18 of whose bodies 


are still missing) by the 
"death caravan", a group of 
officers who toured the 
country after the 1973 coup. 

Even so, Mr Guzman's 
decision came as a surprise 
to many, including the 
armed forces and Mr Lagos 
himself, who wasin Mexico 
for the inauguration of 
President Vicente Fox. In 
August, Chiles Supreme 
Court had rejected General 
Pinochets claim that he 
was immune from pros- 
ecution, both as a senator- 
for-life (a self-bestowed title) and under a 
1980 amnesty law. But Mr Guzman then or- 
dered medical tests to determine whether 
the former dictator, who turned 85 last 
month, was fit to stand trial. Until those re- 
ports are completed, perhaps in January, no 
arrest had been expected. 

Military commanders were furious. 
They wanted Mr Lagos to call a meeting of 
the National Security Council. On paper, 
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Lagos has the army's attention 
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Pinochet at bay 


thisis a threatening outfit, a Pinochet-era in- 
vention dominated by the armed forces; in 
practice, it is fairly toothless safety valve. 

Even so, ministers had said that calling 
the council into session on this issue would 
be unconstitutional, and would be seen as 
applying political pressure to the courts. So it 
was an embarassing climbdown for Mr La- 
gos when he agreed on December 6th to 
summon the council—though not until after 
the courts have dealt with 
an appeal by General Pino- 
chet's lawyers against the 
arrest warrant. 

The government clearly 
expects that the courts, by 
upholding the appeal, will 
defuse the situation. The 
Santiago Appeals Court 
had quickly accepted a de- 
fence request to halt the ar- 
rest. procedures pending 
the appezl. It was due to 
start considering the appeal 
on December 7th. 

In another sign of po- 
litical pressure, one of the 
judges due to hear the appeal took medical 
leave; his replacement is a known conserva- 
tive. Anyway, under Chilean law, a defen- 
dant must be questioned before being ar- 
rested. Mr Guzman had sent a written 
questionnaire to the former dictator last 
year, during his 17-month detention in Brit- 
ainon the order of a Spanish judge, butit had 
been returned uncompleted. 

What seemed to have pushed Mr Guz- 
man into issuing his arrest warrant was a 
campaign by Pinochet supporters to have 
the judge dimissed from the case. This week, 
he was reprimanded by the Supreme Court 
for sending a private letter (later leaked) to a 
government lawyer working on the Pinochet 
case, offering his support in an unrelated 
matter. A similar campaign last month se- 
cured the removal of another judge who had 
ordered the forfeiture of General Pinochet's 
passport in response to an extradition re- 
quest from an Argentine court. 

All this suggests that General Pinochet, 
who spent the week at his holiday home by 
the sea, remains above the law in Chile, and 
is unlikely to be tried. He does now appear to 
be close to senility. And while Mr Lagos in- 
sists that the Pinochet affair is a matter for 
the courts, in practice his centre-left govern- 
ment wants to avoid the political stresses a 
trial would involve. 

The events of the past week have high- 
lighted once again that a decade after the end 
of the dictatorship, Chile is still less than a 
normal democracy. In many ways, however, 
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érned by the centre-left Concertacion co- 


alition since 1990. But until General Pino-- 


chet’s detention in London, the 
Concertacion seemed to be in office, not in 
power. The armed forces and Chile's clan- 
nishly conservative businessmen held a de 
facto vetoover policy in important areas. 

That is changing. On human rights, the 
army seems to have accepted that nobody 
except General Pinochet is untouchable. Five 
retired officers have been charged over the 
“death caravan” case. Last month, for the 
first time, a serving general was charged with 
a human-rights offence (involving the mur- 
der of a trade-union leader in 1982). The 
army has also agreed to provide what in- 
formation it has on the fate of some 1200 
people who "disappeared" during the dic- 
tatorship (though as yet it has offered little). 

In this, the army is recognising that, al- 
though General Pinochet represents a past 
that it still defends, its future is as a modem 
force in a democratic society, in which it 
must compete for public respect and funds, 
like any other interest group. It is quietly 
changing the curriculum at the staff college. 

Still pending is a constitutional reform to 
abolish unelected senators and the National 
Security Council, and allow the president to 
fire military commanders. This remains a 
"priority", says Mr Lagos, But until this week 
atleast, some of the urgency had gone out of 
the issue: the government now has a narrow 
majority in the Senate, and Mr Lagos had 
taken a more robust approach to the army 
than his predecessor, Eduardo Frei. 

For now, the government's first priority 
is the economy. This is recovering from a re- 
cession, and should grow at around 5.5% this 
year and next. But unemployment remains 
high, at 10%, and consumers remain cau- 
tious. Returning to the annual growth rate of 
8% that Chile enjoyed in 1991-97 will require 
a big increase in private investment, 

Mixed messages from the government 
are hindering this, according to the opposi- 
tion. Private-sector economists give high 
marks to Mr Lagos's economic team, which 
they say is more pro-market than its prede- 
cessor. But govemment plans to crack down 
on tax evasion, to introduce unemployment 
insurance and to boost trade-union rights 
have drawn fire from businessmen. 

Yet on all these issues there are signs of 
compromise. Mr Lagos won election only 
narrowly. He must get the economy moving 
again, or the Concertacion risks defeat both 
in a congressional election next year, and in 
the next presidential vote. The prospect of 
winning power democratically may slowly 
be making the right less defensive and more 
pragmatic. Except when it comes to General 
Pinochet: until the dictator dies, however 
much progress is made, Chile's democracy 
will belessthan complete. 
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the dictator's: long-lingering. grip on his Mexico E 


. country has gone at last. Chile has been gov- © 











Signals of peace 


MEXICO CITY 


єє NEW dawn in Chiapas,” promised 
Vicente Fox during his swearing-in 
as Mexico's new president on December ist. 
But the man who first spoke those exact 
words was the self-styled Sub-Comandante 
Marcos, the charismatic, masked leader of 
the Zapatist rebels, whose uprising over land 
issues and indigenous rights in the south- 
eastern state of Chiapas began almost seven 
years ago. To Mexicans watching Mr Fox's 
speech, which marked the end of 71 years of 
rule by the Institutional Revolutionary Party 
(pri), his phrase signalled a peace overture. 
The Zapatists stopped fighting after the 
first fortnight of their rebellion, but it has 
smouldered on. The government of Ernesto 
Zedillo, Mr Fox’s predecessor, held peace 
talks, but backed away from the agreement it 
signed. It turned instead to trying to squeeze 
the rebels, slowly, out of existence. Eastern 
Chiapas, the Zapatist stronghold, became a 
quiescent warzone, crawling with troops. 
The dirt-poor indigenous villages loyal to 
the rebels became ever more isolated. 
During a rash moment in his campaign, 
Mr Fox said that he could solve the conflict in 
15 minutes if he could sit down with Marcos. 
Certainly, he is wasting no time. While he 
was making his rhetorical bow to the rebel 
leader, soldiers in Chiapas were pulling back 
some bases and dismantling some check- 
points. The next day, the government signed 
an agreement with the un high commis- 
sioner for human rights, Mary Robinson, 
that included sections on indigenous people. 
More good signs were Mr Fox's appoint- 
ments of Luis Alvarez, a venerable member 
of his National Action Party (PAN) whom the 
Zapatists respect, as chief Chiapas peace- 
monger, and of Mariclaire Acosta, a well- 
known activist, to be a Mexican human- 









rights envoy abroad. This week, too, political 


change came to Chiapas itself, as the PRI was 
ousted from the state governorship, Pablo 
Salazar, the new governor who was elected 
in August, is a former member of a congres- 
sional peace commission for the state. 

The first bill that Mr Fox has sent to Mex- 
ico's Congress is on indigenous rights—the 
very same bill agreed on by Mr Zedillo and 
the Zapatists four years ago, which was then 
blocked. It would amend the constitution to 
give indigenous people more autonomy in 
their government, justice system and cul- 
ture. It is widely seen as a keystone for peace. 

Marcos, a media junkie, greeted the new 
government, inevitably, with a press confer- 
ence the day after the inauguration. Despite 
the timing and the distance, more than 100 
journalists turned up. He said that if the bill 
is passed, Zapatist prisoners are released, 
and some important army posts in Chiapas 
are removed, he will restart talks on ending 
the rebellion. The entire Zapatist high com- 
mand would travel to Mexico city in Febru- 
ary—the first time they will have strayed so 
far from the jungle—to lobby Congress over 
the bill. 

So far, so good. But changing the con- 
stitution needs a two-thirds majority in 
Congress. That means the support of a good 
number of both pri and pan members, since 


. the two parties make up over four-fifths of 


the legislature. In both parties, there are 


many doubters. Some worry that the bill 


would create autonomous homelands, 
though Mr Fox denies this. 

Anearly test of Mr Fox’s presidency may 
be how hard he fights for the bill to be ap- 
proved without amendments unacceptable 
to the Zapatists. Not very hard, perhaps: 
“The executive is taking the easy route and 
passing the hot potato to the legislature,” 
says Ildefonso Guajardo, a pri deputy. 

Even if it passes intact, the bill is a mere 
declaration of principles. More specific laws 
and programmes will be needed to make the 
poor of Chiapas better off. Indigenous lead- 
ers (not only among the Zapa- 
tists) worry that Mr Fox's busi- 
ness-oriented plans for 
reviving Mexico's depressed re- 
gions will mean the destruction 
or assimilation of local culture. 
Land shortages and disputes, 
thesourceof many conflicts, re- 
main unresolved. And while 
thearmy may pull out, Chiapas 
is also riddled with paramili- 
tary and armed civilian groups 
in the pay of local bosses and 
landowners, whose . interests 
may be threatened by any 
changes that favour the poor. 
Mr Fox has taken a step towards 
peace in Chiapas—but it is only 
the first, and easiest, of many 
that will be needed. 
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Trinidad — 


Pandaymonium 


PORT--OF-SPAIN 


NMAYARO,astraggly beach townlooking 
out over offshore oilfields, Winston 
"Gypsy" Peters, a former national Calypso 
Monarch and the candidate of the govern- 
ning United National Congress (unc), fired 
upanelection rally last weekend. Mostof the 
“UNC's supporters are Indo-Trinidadian, as is 
its leader, Basdeo Panday. But 
Mr Panday’s chances of win- 
ning a second term as Trinidad 
and Tobago's prime minister in 
an election on December uth 
depend heavily on the fate of 
Mr Peters, whois black. 

That is because Mayaro, a 
racially mixed area, is a UNC- 
held marginal. But though Mr 
Peters will probably win, he 
may notbeabletositin parliament. He holds 
dual nationality, and Trinidadian law bans 
foreigners from standing for parliament. He 
has since made moves to renounce his Un- 
ited States citizenship. Too late, says the op- 
position, the mainly black People's National 
Movement (PNM), It objects, too, to another 
омс candidate with dual citizenship. Since 
these two seats may be decisive, a legal 
wrangle is likely to follow the poll. 

Politics runs along ethnic lines in Trini- 
dad, despite the strivings of both the coun- 
try's main parties for multiracial support. Of 
the population of 1.3m, 4096 are Indian, 4096 
are black, and the rest are of mixed race. The 
political balance is fine: at the previous elec- 
tion, in 1995, the unc and the pn each took 
17 of Trinidad's 34 seats. Mr Panday became 
the country’s first Indian prime minister be- 
cause he struck a temporary alliance with a 
third party, the National Alliance for Re- 
construction (NAR), which took both seats 
on the smaller island of Tobago. He later ce- 
mented his position when two PNM mem- 
bers crossed the floor. 

But the government has now quarrelled 

with the NAR, and the floor-crossers will 
x probably lose their seats. To be sure of retain- 
ing power, the unc needs to keep all its 
present seats on Trinidad and win both of 
theopposition-held marginals. 

Suspicions run high. Apart from chal- 
lenging the two “foreign” candidates, the op- 
position has accused the unc of planning il- 
legally to switch the registration of some of 
its supporters: from. safe to marginal seats. 
But the Elections and Boundaries Commis- 
sion says that it has found just 252 illegal 
transfers in five marginal seats. 

The unc is confident of victory. The 
economy has been boosted. by ‘high oil 
prices. When in opposition, Mr Panday, a 
powerful platform speaker, railed against 
the “parasitic oligarchy”. In office, he has 
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Chinese businessmen, and from other well- 
known black leaders. 

But.to his opponents Mr Panday looks 
menacing. He has been abrasive with the 
media. In October, Ken Gordon, the boss of 
the country's largest media group, Carib- 
bean Communications Network, won a li- 
bel award of $100,000 against the prime min- 
ister. A separate ruling in the same month 
found that Mr Panday had shown bias in re- 
fusing cen a cellular licence. 

The government, like many of its prede- 
cessors, has faced claims of 
corruption. Controversy over 
a $175m airport expansion has 
dragged on for five years. But 
many voters see the opposi- 
tion as no better, and see noth- 
ing wrong with politicians do- 
ing favours for their 
supporters. “Politicians may 
thieve and do things bold- 
face,” says one black voter 
with a small business, "but I have a UNC 
party card. If pym win, ГЇЇ get a PNM party 
card." In Jamaica or Guyana, such a bitter 
campaign would already be turning violent. 
Not in Trinidad. For most, politics doesn't 
matter enough to get nasty; many may vote 
onethnic lines, but few are racist. 
drittes itn — | 





Venezuela 


Voters strike 


CARACAS 


VER the past two years, Venezuela's 

voters have turned out five times to give 
crushing majorities to Hugo Chavez, their 
hugely popular president. They might have 
been expected to do so once again on De- 
cember 3rd, in a referendum on the trade un- 
ions. But they did not. 

Though the electoral authority was slow 
to release figures, it seemed that only one in 
four of the electorate turned out, and of 
those roughly a third chose to cast votes only 
in local elections which were be- | 
ing held in parallel with the ref- 
erendum. Of the remainder, a 
comfortable majority answered 
yesto Mr Chavez's proposal that 
the leaders of the country's trade 
unions should be kicked out of 
their jobs for six months while 


their organisations аге re- 
vamped by.a “workers’ constitu- 
ent assembly". 


But with only one citizen in 
ten approving the government 
plan, the result was a rare politi- 
cal defeat for Mr Chavez. This 
setback was surprising. The un- 
ions are deeply discredited be- 
cause of along history of corrup- 


The loneliness of participatory democracy 






“tion. Their leaders are associated with the 


traditional politicians whom Mr Chavez has 
trounced in successive elections. 

The sparse vote was embarassing, too, 
since the government's efforts to behead the 
trade unions have caused concern abroad. 
Bill Jordan, the general secretary of the Inter- 
national Confederation of Free Trade Un- 
ions (IcFrU), visited Caracas last month. He 
warned the government that if it goes ahead 
and interferes with the unions, the ICFTU 
will call for a boycott of Venezuelan goods, 
and of the country's trade shipments. Sepa- 
rately, the International Labour Organisa- 
tion said that the government's plans breach 
its international obligations on labour rights. 

Ironically, the referendum seems to have 
reinvigorated the moribund Confederation 
of Venezuelan Workers (Сту), the main un- 
ion body. Its leaders are now posing as vic- 
tims of political persecution. Though some 
of his officials are taking a more conciliatory 
line, Mr Chavez himself has shown no signs 
of backing down from his plan to approve a 
new trade-union law, and then to organise 
elections for union leaders. In what looked 
like an effort to upstage him, the crv an- 
nounced on December 6th that it would it- 
self call fresh leadership elections—though 
thatcould give the president a way out. 

The referendum poses other, still more 
troubling, questions for Mr Chavez. He had 
insisted on going ahead with it, against the 
advice of some of the leaders of his Fifth Re- 
public Movement (мук). The dismal turn- 
out suggests not just that Venezuelans are 
fed up with constant voting, but also that Mr 
Chavez's hitherto formidable power to mo- 
bilise the populace is declining. 

This does not mean that Venezuelans are 
yet turning against Mr Chavez. In the local 
elections, the мук won 40% of the seats. But 
it does suggest that they are unenthusiastic 
about the "participatory democracy" sup- 
posedly enshrined in the 1999 constitution. 
And while Mr Chavez still enjoys the sup- 
port of a substantial majority of Venezue- 
lans, he will have to think harder in future 
before using that weapon indiscriminately. 
The voters, it seems, won't have it. 
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INTERNATIONAL 


Iran's killing machine 


TEHRAN 


A journalist hauled before an Iranian court points an accusing finger at the 
serial murder of liberal activists in the 1990s 


NA bid to salvage his reformist reputation, 

and prepare himself for next spring's 
presidential election, President Muhammad 
Khatami has admitted that he lacks the 
powers to implement Iran's surprisingly 
democratic constitution—but blames this 
failure on the punishing strength of the con- 
servative forces ranged against him. Most 
frustrating of all is Iran's hardline judiciary, 
which stands solidly in the way of greater 
freedom of expression. The courts have shut 
down free-speaking newspapers 
andimprisoned brave journalists. 
But now one of the bravest jour- 
nalists, Akbar Ganji, has struck 
back, hitting at hardliners with 
painful, public accusations. 

MrGanji has made it his busi- 
ness to investigate the murder of 
four dissident intellectuals who 
were killed by agents of Iran's 
intelligence ministry at the end of 
1998. At the time of these crimes, 
MrGanji was little known outside 
a coterie of reformist writers and 
political activists who met to dis- 
cuss ways of making the theo- 
cratic regime more democratic. 
But his journalistic pursuit of the 
murderers made him the coun- 
try's most celebrated libertarian. 
Italso alarmed those conservative 
clerics, judges and politicians 
whom he accused of knowing 
more about the killings than they 
let on. In April Mr Ganji was ar- 
rested, and later charged with his part in a 
controversial conference in Germany, and 
thestream of revelations dried up. 

But on November 3oth, when Mr Ganji 
was in court to deny that he had under- 
mined the state and its institutions, the rev- 
elations started to flow again, ever more 
powerfully. Some of the things he said were 
pretty well known already. Mr Ganji had al- 
ready dropped hints in his newspaper col- 
umns that the “master key" who had issued 
theorders for the murders was Ali Fallahian, 
the intelligence minister from 1989 to 1997. 
This time he identified Mr Fallahian directly. 
He also attacked Ayatollah Muhammad 
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Taqi Mesbah Yazdi, a prominent conserva- 
tive cleric, for his public endorsement of the 
extra-judicial execution of people identified 
as apostates by senior clerics. This too was 
notentirely new. 

What stunned, and thrilled, many Iran- 
ians was that Mr Ganji dared to accuse Moh- 
seni Ejei, one of Iran’s most powerful judges, 
of ordering the assassination of Pirouz Da- 
vani, a Marxist who mysteriously disap- 
peared shortly before the four murders took 
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Ganji speaks out against his tormentors 


place. This accusation is crucial. Mr Ejei is 
head of Iran's special clerical court, and also 
the senior man dealing with press offences. 
Even more important, Mr Ganji’s public ac- 
cusation brings into the open all the other 
suspected "serial" murders of active reform- 
ists and other free-thinkers. 

Mr Khatami was successful in getting the 
intelligence ministry to admit that it was its 
agents who killed the four dissidents in 1998. 
But, since then, the president has appeared 
to lose interest in the case. It fell to Mr Ganji 
and like-minded activists to demand that 
the subsequent judicial inquiry be 
broadened to include around 80 more kill- 


ings, most of them allegedly committed dur- 
ing the tenure of Mr Khatami's predecessor, 
Ali Akbar Hashemi Rafsanjani. Unless they 
can convincingly refute this, and Mr Ganji's 
claim that Mr Ejei signed a sentence of death 
against Mr Davani, the credibility of Iran's 
conservative judges will be severely cracked. 

The judges may prefer lack of credibility 
to open debate. Bearing in mind the judi- 
ciary's performance to date, it would be un- 
wise to expecta flurry of investigations. Take 
the case against the people suspected of in- 
volvement in the murder of the four. A case 
file has been prepared in connection with 18 
people, including intelligence ministry em- 
ployees, whose trial is due to start later this 
month. According to Nasser Zarafshan, a 
lawyer who represents the families of two of 
the deceased, this file contains confessions 
to several other murders. But the case has not 
been enlarged to take account of these con- 
fessions, as Iranian law says it should be. 
Nor, apparently, is there any 
mention in the file of Saeed 
Emami, the most senior ministry 
official to be arrested, who “com- 
mitted suicide" in jail last year. Mr 
Ganji's revelations will probably 
be tested only if Mr Fallahian or 
Mr Ejei decide to sue him. 

It is much more likely that 
they, and their colleagues, will de- 
cide to silence him with a lengthy 
prison sentence. Judges have al- 
ready jailed one investigative 
journalist, and a prominent re- 
formist cleric, for comments they 
made about the murders. On the 
same day that Mr Ganji was mak- 
ing his accusations, the intelli- 
gence ministry announced the ar- 
rest of several people charged 
with distributing an anonymous 
tract on the killings. 

Last week, Saeed Hajarian, a 
presidential acviser and former 
intelligence official, was charged 
with “spreading lies”, after he referred in an 
interview to the existence of a “killing mach- 
ine” that had been set in motion before Mr 
Khatami's election. Mr Hajarian and Mr 
Ganji areold friends. It was Mr Hajarian who 
gave the journalist a column in Sobh-e Em- 
ruz, his now-banned newspaper, in which 
Mr Ganji released many of his most damn- 
ing revelations. In March an Islamic extrem- 
ist, who has since been jailed, tried to kill Mr 
Hararian, leaving him confined to a wheel- 
chair. Mr Ganji has taken note. “Iam not", he 
told the court on December 2nd, “the type to 
commit suicide in jail.” 

IL —— 
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Mrs TV 
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INTERNATIONAL 


RABAT 


p than a month after King Moham- 
med went on television promising to 
uphold press freedom, the authorities 
have closed the kingdom’s three leading 
independent weekly newspapers: Le Jour- 
nal, the best-selling French-language 
weekly, its Arabic version, Al Sahifa, and 
Demain. The three papers were torch- 
bearers of Morocco's new era. After 40 re- 
pressive years, they saw it as their mission 
to hold ministers and generals to account. 
Only the king was sacrosanct. 

But they went too far when they 





Shooting the messenger in Morocco 


printed a letter purporting to implicate the 
prime minister, Abderrahmane Youssoufi, 
in a putsch to kill King Hassan, the current 
king's late father, and establish a republic. 
The letter, written to Mr Youssoufi by a 
close associate, Mohammed Basri, dated 
back to the 1970s, when both were leaders 
of the revolutionary left living in exile, and 
Mr Youssoufi was writing pamphlets at- 
tacking feudalism. True or not, the letter is 
political dynamite, prizing open old 
wounds, and threatening the monarchy's 
partnership with the mainstream left. 


Instead of answering the allegations, 
Mr Youssoufi chose to shoot the messen- 
ger. His party's newspaper, Liberation, 
screamed for censorship, and the prime 
minister, a former human-rights lawyer in 
France, obliged. 

His over-reaction could prove self-ful- 
filling. Intellectuals are revamping long- 
dormant debates on the relationship be- 
tween king and politicians. Left-wingers, 
who had never stomached their party’s 
submission to the monarchy, rediscovered 
their radicalism, and demanded Mr Yous- 
soufi’s resignation. Hardliners called for a 
parliamentary commission to look into his 
past. His legitimacy challenged on all sides, 
Mr Youssoufi flew off to Germany. 








Côte d'ivoire 


Destroying the inheritance 


Disqualifying a northern politician has set the north against the south 


IKE a broken family whose members 
would rather destroy their inheritance 
than share it, the political leaders of Côte 
d'Ivoire are tearing the country apart. Ten 
days before a parliamentary election, to be 
held on December 10th, the Supreme Court 
disqualified Alassane Ouatarra, the leader of 
the Rally of Republicans (ков), a largely 
northern, Muslim party, from standing. Mr 
Ouatarra had already been barred from the 
presidential election in October, on the pos- 
sibly spurious grounds that only one of his 
parents was Ivorian. Now he has been 
banned from parliament too. 

A protest meeting by his supporters in 
Abidjan's sports stadium broke up when the 
organisers found that the sound system was 
not working. Young militants marched on 
thetelevision and radio station but were met 
by riot police who sprayed them with tear- 
gas and bullets. In areas of the city domin- 
ated by northerners, gangs of young men 
armed with machetes and iron bars set up 
road-blocks and beat passers-by who 
turned out to be southern. In their areas, 
southerners did the same to northerners. 

The violence spread to other parts of the 
country; the total number of people killed is 
at least 22. In Kong, a northem town where 
Mr Ouatarra was to have been the par- 
liamentary candidate, a church was burned, 
and his supporters chased out the govern- 
ment administrator. Some northerners are 
now even talking of partition. 

The ruling on Mr Ouatarra's citizenship 
is linked to the fundamental question of 
whois Ivorian and what is Cóte d'Ivoire. Un- 
der the 30-year velvet dictatorship of Félix 
Houphouet-Boigny, the country's founding 
father, the poor from neighbouring coun- 
tries were encouraged to take unused land 
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and help build the state. Millions came. 
About 30-50% of the country's 15m people 
are now thought to be of "foreign" origin 
(some borders were not fixed until 1960, so 
the distinction is somewhat arbitrary). 

So long as there was enough land, and 
the economy kept growing, there were few 
problems. As much of Africa fell apart, Cóte 
d'Ivoire sailed on, politically stable and 
prosperous, the world's biggest cocoa pro- 
ducer and a prodigious exporter of tropical 
food, with a growing industrial base. 

But the good times did not last. By the 
1990s there was pressure on land, cocoa 
prices had fallen and political tensions rose. 





In 1995 a speech about Ivorité by Hou- 
phouet-Boigny's successor, Henri Konan- 
Bédié, stirred Ivorian chauvinism. The ruling 
southern elite narrowed the concept, mak- 
ing it more exclusive. Mr Ouatarra, who was 
working for the rr in America, was told he 
would be arrested if he returned and tried to 
run for election. Many of his party officials 
were imprisoned. 

A year ago, Mr Bédié was overthrown by 
General Robert Guei in the country's first 
coup, aimed, it was said, at restoring the val- 
ues of Houphouet-Boigny. At first many in- 
terpreted this as paving the way for Mr Oua- 
tarra's return. Indeed he did come back, and 
his officials were released from prison and 
given jobs in the government. But it gradu- 
ally emerged that General Guei was no less 
xenophobic than his predecessor. Further- 
more, wanting the job of president for him- 
self, he drew up a constitution which de- 
clared that a candidate's parents must both 
have been born in Cóte d'Ivoire. 

This seemed directly aimed at Mr Oua- 
tarra, though he claims that both his parents 
were Ivorian. However, his identity papers 
were disputed, and he was banned from the 
presidential election. General Guei pro- 
ceeded to try to steal this election during the 
counting of the votes, when another opposi- 
tion politician, Laurent Gbagbo, was in the 
lead. Mr Gbagbo's supporters took to the 
streets and marched bravely at the troops. 
The soldiers wavered, and withdrew to their 
barracks. Mr Gbagbo was proclaimed presi- 
dent. But MrOuatarra and others demanded 
a fresh presidential election. This was re- 
fused, and fighting broke out in October be- 
tween Mr Ouatarra's men and Mr Gbagbo's, 
with many people killed. 

There is now nosign of compromise. Al- 
though Mr Ouatarra has retreated to France, 
he is not giving up his fight for the presi- 
dency. In public, Mr Gbagbo preaches 
reconciliation, but this does not extend to ac- 
cepting the full citizenship of Mr Ouatarra, 
or of the millions of others whose parents 
may not have been born in what is now Ivor- 
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ian territory. Mr Gbagbo's supporters chant 
virulent anti-Muslim and anti-foreigner slo- 
gans. On the streets, anti-foreigner translates 
as anti-northerner since the northerners are 
the same ethnic group as the people of Bur- 
kina Faso. If Ivorians want a preview of what 
may lie farther down this road, they have 
only to look to some of their neighbours, 
such as Liberia and Sierra Leone. 





Zimbabwe 


Friends say stop 


HARARE 


O LONGER can Robert Mugabe count 

onhisfellow African leaders to support 
his land-seizure policies. Throughout the 
year, ever since he was defeated in a referen- 
dum in February, Zimbabwe's president has 
tried to win back his people's votes by en- 
forcing the redistribution of 
white-owned land. The 
campaign is chaotic, violent 
and destructive, but Mr Mu- 
gabe represents himself as 
the champion of Africa's 
masses against an ex-colo- 
nial power. As such, he cal- 
culates, African leaders will 
have to give him their back- 
ing, at least implicitly. 

So they more or less did, 
until last week, when Thabo 
Mbeki and Olusegun Oba- 
sanjo visited Mr Mugabe in 
Harare. The presidents of South Africa and 
Nigeria respectively, Africa's two most pow- 
erful countries, told Mr Mugabe, publicly as 
wellas privately, that the rule of law isof par- 
amount importance, and must take prece- 
dence over any desire to turn white-owned 
land over to blacks. 

"What I think the Zimbabwean govern- 
ment should do", said an unequivocal Mr 
Obasanjo after a two-and-a-half-hour ses- 
sion with Mr Mugabe, "is to strictly follow 
the law thatis already in place for the resolu- 
tion of the land problem." Mr Mbeki nodded 
his head approvingly, while Mr Mugabe sat 
to the side, uncharacteristically silent. In its 
“fast-track” land seizures, his government 
has departed from the procedures stipu- 
lated in itsown Land Acquisition Act, passed 
by parliament last month. 

Mr Obasanjo also pointed out that Zim- 
babwe's land policies have repercussions 
beyond its own borders. Mr Mbeki is all too 
aware of that. The fall in the value of the 
South African rand, and the slide of the 
Johannesburg Stock Exchange this year, are 
partly blamed on the fear that lawlessness 
and racial tension might spread. As Zimba- 
bwe goes, so goes South Africa, suggest 
scared-away investors. 

Mr Mugabe needs to listen to Mr Mbeki. 
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Mugabe scolded 


Zimbabwe imports about 20% of its power 
from South Africa, but has not paid its bills 
since last year: its state-owned and corrup- 
tion-ridden power company owes the South 
African supplier more than $20m. Mr Mbeki 
could, in theory, turn off Zimbabwe's lights. 

Without backing from Africa's senior 
leaders, Mr Mugabe will have even less luck 
in getting the international aid that might 
make land resettlement a success. Not co- 
incidentally, a special envoy from Kofi An- 
nan, the UN secretary-general, was also in 
Harare last week to discuss the possibility of 
the UN raising funds for land reform. The of- 
ficial declared that Zimbabwe had met none 
of the basic requirements, such as observing 
the rule of law and opening negotiations be- 
tween all participants, to allow such aid. 

But Zimbabwe's governmentis notin the 
mood to pay heed. The law, said the justice 
minister, Patrick Chinamasa, in a vitriolic at- 
tack on the courts, was not to be followed if it 
did not suit the government. There are sev- 
eral judgments that might be 
deemed unsuitable. For in- 
stance, on November 30th 
the Supreme Court ruled that 
it was illegal to withhold 
Zimbabwean passports from 
citizens of British descent. A 
few days later, it said that the 
government was wrong to 
refuse state funding for the 
opposition Movement for 
Democratic Change, since 
the party had met all legal re- 
quirements. 

But Mr Mugabe is un- 
abashed. Shortly after Mr Mbeki and Mr 
Obasanjo left, he thumbed his nose at their 
message, warning white farmers not to take 
their complaints of illegalities to the courts. 
The government, he said, would become 
"even more angry" and take more farms. The 
land programme, he added, was irreversible. 


а 





South Africa 


Race about race 


JOHANNESBURG 


E WAS a peaceful election day. Six people 
were shot dead near Johannesburg, but 
there was noevidence linking this to theelec- 
tion. One voter in KwaZulu-Natal was ac- 
cused of casting 14 ballots, but otherwise the 
poll was largely clean. Some 350 white sepa- 
ratists held their own ballot in the little town 
of Orania, but everyone else recognised the 
legitimacy of South Africa's second all-race 
local elections on December sth. 

Contrary to what many doomsayers 
predicted before 1994, when the apartheid 
government finally surrendered to majority 
rule, South Africa has neither plunged into 
civil war nor lapsed into despotism. Democ- 


INTERNATIONAL 


racy is entrenched, and in some ways run- 
ning more smoothly than in the United 
States:a dead heat in East London was settled 
amicably with the toss of a coin. But this 
week’s polls did highlight a worrying trend 
back to racial polarisation. 

There are two parties that matter. The 
ruling African National Congress (ANC) es- 
Douses non-racism, but in practice is sup- 
ported mainly by black Africans. The main 
opposition party, the Democratic Alliance 
(DA), also tries to woo all racial groups, but is 
їп practice supported by minorities: whites, 
"coloureds" and Indians. What was left of 
the old ruling party, the National Party, col- 
lapsed in June and was swallowed by the 
liberal Democratic Party to form the pa. 

After six years in power, the ANc has 
had only fitful success in fulfilling its pro- 
mise of “a better life for all”. It has stabilised 
theeconomy, built a million houses, brought 
water and electricity to many who lacked it 
before, and provided a safety-net for many 
poor families through old-age pensions. But 
others are disappointed. Unemployment 
has soared, Arps rages unchecked, and the 
economy has grown too slowly to lift many 
South Africansout of poverty. 

The party’s leaders have tried to distract 
voters from the government's shortcomings 
by appealing to racial solidarity and remind- 
ing blacks of the horrors they suffered under 
apartheid. President Thabo Mbeki warned 
voters that the pA would look after only its 
own, meaning whites. Nelson Mandela, the 
former president, declared that “no white 
party can run this country. No matter how 
they cover up by getting a few black stooges, 
they remain a white party." In the Western 
Cape, the ANc distributed pamphlets cari- 
caturing the opposition as white suprema- 
cists giving Nazi salutes. 

Such negative campaigning may have 
deterred blacks from voting for the pA, but it 
failed to enthuse them to vote for the ruling 
party. Turnout was less than 50%, a far cry 
from the 89% who voted in the national elec- 
tion last year. The ANc's vote shrank from 
66.4% at the national election to about 6096 
this week. The DA did well, winning the 
mayoralty of Cape Town and gaining 
enough votes in Durban to prevent the ANC 
from winning a majority there. 

Was this just the usual mid-term setback 
that incumbents suffer everywhere? Per- 
haps. But it may also reflect growing disillu- 
sion. Blacks have a strong emotional attach- 
ment to the party of liberation. But they are. 
increasingly resentful of the ineffectiveness 
and corruption of some ANc politicians, 
particularly local ones. As an election strat- 
egy, reminding people of the past can work 
only while memoriés are fresh. And if the 
ANC wants to deliver faster economic 
growth, it is unwise to alienate the racial 
groups that have most of the capital and 
many of the necessary skills. 
et d 
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INSTRUMENTS FOR PROFESSIONALS 


2540 GRENCHEN - SWITZERLAND - TEL. 4132/654 54 54 - FAX 4132/654 5400 
www.breitling.com 


THE PRINCIPLES OF 
AVIATION 


Luxury. Class. Prestige. An invita 
tion to travel. After a century of 
exploits, aviation still has the power 
to inspire dreams. In tune with this 
spirit, we have created watches 
and chronographs for women with 
an innately refined style. Yet our 
close links with aviation have 
taught us that aesthetic appeal is 
pointless if not combined with 
technical perfection Our 
movements meet all the precision 
and reliability criteria required to 
obtain chronometer certification 
And each detail of our watches is 
designed for intensive use 

One simply does not become an 
aviation supplier by chance 


THE ESSENCE OF 
BREITLING 


WINGS LADY. The feminine face of 
the inimitable BREITLING style, in a 
watch offering a blend of utter 
elegance and high performance 
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The many tricky ways of 
widening Europe 


NICE 


The main issue to be tackled at the European Union’s summit in Nice is how 
to expand the club’s membership. But other issues being pondered, including 
defence, are as important for the Union in the long run 


А LEADERS of the European Union's 15 
countries gathered in the Mediterra- 
nean French city of Nice for a three-day 
wrangle that is supposed to pave the way for 
a swathe of countries, mainly in Central Eu- 
rope, to join the club, nerves were taut. There 
was bleak talk of failure, conjuring up vi- 
sions of exhausted and angry leaders going 
home in a Һи after long nights of bargain- 
ing, with nothing decided. Romano Prodi, 
the European Commission's head, probably 
intending to lower expectations and con- 
centrate minds, said that the chances of suc- 
cess were only "50-50". 

The trickiest unresolved arguments still 
concerned the future size of the commission 
in Brussels and, most awkward of all, a new 
balance of voting powers among countries. 
France was particularly reluctant to let Ger- 
many have a bigger say in eu matters, to re- 
flect its much larger population. The British 
and others were no less reluctant to allow а 
wider range of topics to be subject to major- 
ity voting, fearing that they might get out- 
gunned on matters as close to their hearts as, 
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for instance, taxation. 

But the hope and the guess, all the same, 
was that by December 10th the 15 leaders 
would have cobbled together a documentto 
make the club at least a bit more manageable 
for a wider membership. Newcomers, such 
as Poles, Czechs and Hungarians, have a 
chance of getting in by as early as 2004. 

But two topics of great moment for the 
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Union that seemed unlikely to deflect lead 
ers from their immediate aim of enlargin 
membership. were no less nerve-jangling. 
One concerned the future shape of the Un- 
ion, and whether an inner core of countries 
could race ahead to ever-tighter integration, 
perhaps even presaging a federal superstate 
The chances were that those wariest of th 
idea, such as Britain, would let it happen— 


rate in theory, remain open tolatecomers. 

The second big issue is defence. The key 
question here is whether the European Un: 
юп сап and will create its own defence iden: 
tity without undermining Naro, the be 
rock of western security upon which m 
EU countries have relied. Britain's Tony Blair, | 
who originally saw European defence as an 
area where his country could lead the way 
will be trying to limit the damage which an 
cver-ambitious plan for what Britain's pres 
Каз dubbed a "Euro-army" might do to his. 
government, and to Europe. France's prest- 
dent, Jacques Chirac, is keen to commit th 
Union to a robust defence posture in whic | 
France would be prominent, 

Fears of an unseemly bust-up betweei 
the two countries which would- form th 
heart of any serious European military. 
force—Britain ‘and France--were runnin 
high as the summit approached. Robin: 
Cook, the British foreign secretary, infuri- 
ated the French by promising to block any. 
move to make defence one of the areas in. 
which а limited number of eu members. 
could forge ahead of the others. He enlisted... 
the support of two other countries, Sweden 
and Ireland, which are not part of NATO but 
have a good record as UN peacekeepers. 

The British and French immediately 
started accusing one another of trying tO: 
spring surprises through devious backroom 
diplomacy. The British were also criticised, 
albeit more mildly, by Germans who see de- 
fence manufacturing, for example, asa pro~ 
trising area for closer co-operation within: 
one of those inner cores of zu countries. 

Mr Cook's move had little to-do with: 
grand strategic thinking: it was a pre-emp- 
tive bid to silence Eurosceptics in London, 
and also part of a broader Franco-British 
game in which his country will be struggling : 
te preserve its veto in areas thatothers think 
should be subject to decisions by a majority. 
of votes. Other countries’ leaders were also. 
vowing to defend their own "red lines" 
against majority votesintrudinginto matters 
on which they feel most strongly. US 

Although the Union's members may be 
too busy horse-trading with each other to 
think much about confronting anybody 
else, there were expected tobe two powerful 
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ghosts at the Euro-banquet on the Riviera. 
One was the United States, whose outgoing 
defence secretary, William Cohen, delivered 
an unexpectedly sharp warning to his NATO 
counterparts—11 of whom are also members 
of the zu—when they held a farewell meet- 
ing in Brussels on December sth. 

In a veiled reminder, perhaps, that an 
American administration formed by his fel- 
low Republicans could be less patient with 
European navel-gazing, Mr Cohen said that 
an ill-conceived £u defence initiative could 


reduce NATO toa “relic”. The other half of his 
message was that a properly managed ef- 
fort—concentrating on firepower and bigger 
European defence budgets, not institutions 
or alphabet soup—was not only desirable 
but urgent. But he seemed unconvinced that 
this was under way. Mr Cohen's speech, 
aimed most directly at France and its hopes 
ofendowing the Union with a powerful mil- 
itary-planning capacity, at first stunned his 
fellow ministers into silence;then they broke 
into loud, nervous applause. 


The other expected ghost in Nice was 
Turkey, which has the second-biggest land 
army in мато but is dismayed by the 
thought that the Eu, an institution that has 
always kept it at arm's length, might be gain- 
ing power at the expense of an alliance in 
which itis a key player. Moreover, since itis a 
linchpin in Europe's complex architecture, 
Turkey cannot be ignored. Whether the £u’s 
military aspirations are a danger or an 
opportunity, almost everybody agrees that a 
close and well-constructed link between the 





A Bulgarian way into the EU 


GODESHEVO 


HILE the European Union’s leaders 

meet this weekend in Nice to plan a 
way to bring Central Europeans into their 
embrace, a lot of ordinary people who live 
justacross from the eastern edge of the club 
are in too much of a hurry to wait. Take the 
tobacco-growing village of Godeshevo, 
with its 1,350 people, in the sandy-coloured 
foothills of the Western Rhodope moun- 
tains in southern Bulgaria. It is a stone’s 
throw from Greece’s, and therefore the 
EU's, border. At dusk, villagers drive their 
donkeys down from the fields in no- 
man’s-land and mill around outside the 
white mosque. The men retire to the village 
bar, called Chicago because its owner fam- 
ously won a “green card” in the American 
immigration lottery and moved there. 

Outside the Chicago, under cover of 
night, hundreds of Bulgarians each month 
pass quickly over Godeshevo's fields, or 
wade across the Mesta river, sacks slung 
over their shoulders and avoiding border 
patrols on both sides, in search of undocu- 
mented jobs in Greece. In communist 
times Bulgaria put up an electric fence to 
keepits people in;now Greeks install state- 
of-the-art surveillance equipment to keep 
Bulgarian workers out. 

That is changing. This month, the ки 
took Bulgaria off its list of countries whose 
citizens need visas to enter, even for tou- 
rism or short stays. Now Bulgarians can 
come in freely again—but not to get jobs. In 
return, Bulgaria agreed to 
restrict the entry of peo- 
ple from farther east, 
such as Moldovans and 
Ukrainians. 

Still, visa-free travel 
for Bulgarians in the £u 
will not help Rasim, a 28- 
year-old labourer from 
Godeshevo, who wants 
to work in the Union. He 
is safely back in the Chi- 
cago after a few months’ 
кү in Greece. Не 





walked for three days 
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with no documents or connections before 
finding work near Salonika, picking toma- 
toes alongside Albanians, Arabs and Afri- 
cans for $25 a day, the equivalent of half a 
month's wages in Godeshevo. This trip 
went well, he says. The time before, he was 
caught by the Greeks and detained for sev- 
eral weeks. 

That will count against him if he gets a 
passport. About 85% of Bulgarians crossing 
the Greek border to seek work get caught 
sooner or later, reckons Arben Mimenov, 
the local vet who is also mayor of a neigh- 
bouring village. Those caught are deported 
by Greece and prosecuted at home by Bul- 
garian authorities keen to show good faith 
to the Ev. "It's always the same story," says 
Atanaska Kitipova, a judge in Gotse Del- 
chev, the regional capital, where the cases 
are heard: “No jobs, no money.” As soon as 
the men (they are almost all men) leave her 
court, says Mrs Kitipova, “99% of them 
head straight back across the border." 

Like Mexicansin California, Bulgarians 
find seasonal employment in Greece har- 
vesting crops for the Greek minimum 
wage or less. Few in Godeshevo have good 
things to say about their Greek employers. 
Hypocritical, racist and exploitative are 
words that pop up most often from the vil- 
lagers. Double standards is another fre- 
quent complaint. When relations with Al- 
bania, Greece's largest source of undocu- 
mented workers, are good, say the 
villagers, the Greeks 
tighten up on Godesh- 
evo's stretch of the border; 
when relations with Alba- 
nia are bad, Greek patrols 
turn a blind eye to Bulgari- 
ans crossing in search of 
work. “Тһеу almost wave 
us through when they 
need us to pick their crops 
on the cheap." 

Greeks are investing 
quite a bit in villages on 
the Bulgarian side, putting 
up sweat-shops making 





clothes and shoes; labour is many times 
cheaper than in Greece. Bulgarian women 
work without contracts for $50 a month. 
The sweat-shop in Godeshevo theoreti- 
cally pays a little more, but the women say 
they have not been paid for five months. 
With three-quarters of the villagers jobless, 
there is little choice. 

As Muslims, the Godeshevo villagers 
face discrimination as well as poverty. 
They say that Greek employers treat 
Bulgarians with Muslim names even worse 
than those with Slav names. “Name- 
changing is a survival mechanism,” says 
Mark Bossanyi, a Briton whose Inter-Eth- 
nic Initiative, an independent group in So- 
fia, Bulgaria's capital, tries to promote racial 
tolerance in the region. 

And nature treats Godeshevo roughly 
too. Water is scarce. In summer, villagers 
get only a two-hour supply every two days. 
A severe drought this year ruined two- 
thirds of the tobacco crop, the village's 
flimsy economic mainstay. Little wonder 
that a quarter of the men in the area have 
left for the ки, some of them legally to 
Spain, most of them illegally to Greece. It is 
a phenomenon that makes many voters in 
the eu nervous about letting poor coun- 
tries to theeast join their club. 
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“two Brussels-based clubs, ensuring that the 
EU and мато help rather than undermine 
each other, isa vital necessity. ` 

Under a commonsense’ deal. that is 
three-quarters done, xaro: would put its 
know-how and sometimes its equipment at 
the disposal of European-only military mis- 
sions, so long as the ки did not undermine 
the alliance by buildi owerful mili- 
tary bureaucracy of 












| sensitivity and 
tactless language by the ки could still wreck 
the chances: of peaceful coexistence, and 
even good-neighbourly relations, between 
the two organisations. 

Turkey, along with the other five Euro- 
pean states which belong to NATO but not to 
» the Union, has insisted that they must not be 
frozen out of eu-led defence operations, ei- 
ther at the planning stage or on the battle- 
field. The eu’s French presidency has de- 
vised an elaborate set of consultation 
procedures to reassure the worried six; all 
but Turkey have accepted, and Turkey has 
come under gentle pressure from its NATO 
partners to sign the deal, so that the alliance 
can duly deliver its side of a proposed 
EU-NATO grand bargain. 

The Turks, for their part, insist that the 

terms which they are offered for defence co- 
‘operation with the eu must be at least as fair 
as the deal they made with the moribund 
Western European Union, a defence club 
that is winding up its business as the EU puts 
military braid on its own shoulders. In at 
least one respect, they point out, the Union’s 
offer is unattractive: although Turkey would 
have a guaranteed right to take part in any 
European-led mission that drew on NATO 
equipment, it might be frozen out of an op- 
eration that did not call on мато? help. 

Complex as these arguments are, they 
may not be insoluble. A looming Turkish- 
Greek row over the terms for Turkey's even- 

tual membership of the zu was averted this 
week by some deft French diplomacy. 
Greece wanted both the argument about 
Turkish-Greek borders in the Aegean, and 
the Cyprus issue, to be included in the mat- 
ters to be resolved before the Turks become 
full zu members. The Turks wanted them to 
be addressed, if at all, under a different 
heading known as "enhanced political dia- 
logue” between Turkey and the ки Ло warm 
cries of approval from both Athens and An- 
kara, the French foreign minister, Hubert Vé- 
drine, made a Solomonic judgment that the 
Eu should list the Turkish-Greek differences 
under a new heading: "enhanced political 
dialogue and political criteria". Eureka! 

But before the ки has a chance of creat- 
ing its. own army, albeit with Nato's ap- 
proval, it must bring new countries into its 
free-trade and political club. And that is the 
primeitem on the agenda at Nice. Hold your 
breath for asensible outcome. 
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France 


Closing in? 


HE front page of Libération, a left-wing 

paper, said itall:a photograph of Jacques 
Chirac with the simple caption, "Witness 
Number One". Perhaps a better translation 
would be "Prime Suspect". How, ask Mr 
Chirac's opponents and an increasing num- 
ber of his friends on the French right, could 
the man who is now president of the French 
Republic not have been aware of, even party 
to, the financial scandals of Paris and itsout- 
skirts during the 1980s and early 1990s? After 
all, he was mayor from 1977 to 1995. 

It is a good question, and the president 
may well have a good reply. But so far he has 


BERLIN 


OST people outside Germany think 

of German food as, at best, a joke. 
Ah, yes. There is Sauerkraut (pickled cab- 
bage), Eisbein (a fatty knuckle of pork), 
Kartoffelsuppe (potato soup), and more 
than 300 types of sausage—outscoring, if 
only in quantity, General de Gaulle’s 246 
varieties of French cheese. But haute cui- 
sine? Surely not. 

So gourmands with delicate palates 
and sniffy noses may be shocked to dis- 
cover that Germany now has more chefs 
honoured with the Michelin Guide's top 
three-star rating than any other country 
in Europe, bar France. And no, these won- 
der-chefs are not all imported: three ofthe 
five that have been acclaimed are native 
Germans. And in the almost as mouth- 
watering two-star category, where Ger- 
many comes third (pipped also by Italy) 
with 13 restaurants, all but one are run by 
| 
German chefs. 

“You've always been able to get good 

food in the southern states of Bavaria or 

i Baden-Württemberg," says Alfred Ber- 

| cher, editor of Michelin's annual German 
| 
| 
| 





guide, published last week. “But north of 
the so-called Weisswurst equator [which 
is supposed to run along the line of the 
river Main near the northern Bavarian 
border and is named after a special white 
Bavarian veal sausage] people have al- 
ways thought of food as something to fill 
your stomach with, more than something 
to relish." 

Moreover, Mr Bercher points out, 
| Germans never had a big empire from 
which they could import and experiment 
with exotic foreign foods. All the same, a 
revolution has occurred. Portions are still 
usually generous, but they taste incompa- 

























refused to answer. A president, he recko 
should be above the fray, especially w 
France still holds the six-month rotating 
presidency of the European Union, crown: 
ing its efforts with this week's summit 
hosted by Mr Chirac in Nice. Moreover, fol 
lowing a ruling last year by the Consti! 
tional Council, a French president is: im- 
mune from all legal inquiry while in office 
But is silence wise? In essence the Paris 
scandals concem fictitious jobs at the ta 
payers' expense and donations by gratef 
public-works contractors to thecoffersof the 
main political parties, in particular Mr Chir- 
ac’s Rally for the Republic (врв). Investiga- 
tions into this murky world have been going 
on for more than six years. and are suddenly 
coming perilously close to the president 
himself. In September, forexample, a video- 
cassette surfaced in which Jean-Claude - 


rably better than before. “There has been -| 
an enormous change in attitudes over the 
past 20 years—at least in west Germany,” 
says Mr Bercher. The once-communist. 
eastern part is still a gastronomic desert: 
only four of Germany's 200-odd restau- 
rants with Michelin stars are there. : 
As well as eating more fancily, Ger- 
mans are also more health-conscious 
than they were. On average, they eat half 
as many potatoes and almost double the 
amount of fresh fruit and vegetables they 
did 50 years ago. They are trying to keep 
fitter too. One in four is a member of a 
sports club. Nearly half claim to take some | 
exercise for atleast three hours a week. | 
But the German Institute for Nutri- 
tional Medicine and Dietetics reports that ^ 
60% of German adults are still too tubby, 
while the World Health Organisation, us- | 
| 
i 





ing a stricter yardstick, reckons that nearly 
a third of German men and a fifth of 
women are too fat. That puts them fourth 
in: the Eu's big-bum stakes, behind only 
Britain, Spain and Greece. 
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Ireland's sad and con 


DUBLIN 


O IRISH politician who wanted to 
preserve his.own skin. would ever 
| touch the subject of abortion if it could be 
avoided. As in many countries, the subiect 
arouses passionate emotions among liber- 
als and conservatives alike. The current re- 
gime, which ‘affirms. the right of Irish 
women to undergo the procedure in Eng- 
land but virtually outlaws it in Ireland, ina 
strange way reflects the confused state of 
publicopinion. 

"While many people would like things 
to change-including the — 6,000-plus 
women who are known to have gone to 
England for abortions last year, up from 
578 in 1971~-there is no consensus on how. 
Although Ireland has relaxed its position 
- on other touchstone social issues, such as 
divorce and homosexuality, it remains the 
only western country, bar Malta, where 
abortion is virtually banned—not only by 
law, but by the constitution. The only 
change: being seriously discussed is in a 
more conservative direction. 

Bertie Ahern, the prime minister, who 
takes a traditionalist line on many social is- 
sues, may yet be forced next year to reopen 
the question and hold Ireland's fifth ref- 
erendum on abortion. If that happens, it 
will be the result of pressure from anti- 
abortion groups to retighten the constitu- 
tion’s ban on terminating pregnancy (ex- 
















































Méry, a now-dead property developer, ad- 
mitted illicit fund-raising for the RPR. At one 
point, Méry describes how in 1986, by which 
time Mr Chirac had become prime minister, 
Méry handed some FFrsm (now worth 
around $660,000) to a prime ministerial aide 
in Mr Chirac's presence. 

All of this Mr Chirac has brushed aside 
as. "abracadabrantesque" invention. Per- 
haps so: Méry felt ill-rewarded for keeping 
тит during five months in prison. And in 
- any case Mr Chirac's allies were able to con- 
` fuse the issue when it turned out that the 
original videocassette had been given to a 
prominent Socialist, Dominique. Strauss- 
Kahn, when he was finance minister, 

Buttheissuedoesnotgoaway.At theend 
of last week, Michel Roussin, à former RPR 
minister who managed Mr Chirac’s mayoral 
office in two stints in the 1980s, was arrested 
by the investigating magistrates and briefly 
jailed. This arrest; only days after the acquit- 
taland immediate re-arrestof another of the 
RPR faithful, prompted Libération's cover. 

The magistrates are said to be set to snare 
other figures from other parties. And already 
the right is denouncing the “manipulation” 
» of the scandals by the left. But it seems un- 
` likely that this reaction will help Mr Chirac. 
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fusing secret 


cept to save the mother's life), which was 
slightly watered down by a court in 1992. 

Whether on tactical or moral grounds, 
Mr Ahern has privately told the pro-ref- 
erendum camp, including four conserva- 
tive independents who usually vote with 
his government, of his understanding and 
sympathy. But going ahead with a ballot 
could bring his coalition down. The Pro- 
gressive Democrats, its junior partners, are 
unhappy about the idea. 

For politicians who would rather 
dodge the issue, the best hope is that it will 
prove impossible to formulate a referen- 
dum question. The issue last boiled over 
eight years ago, when Ireland's Supreme 
Court, considering the tragic case of a sexu- 
ally-abused teenager, ruled that suicidal 
tendencies could be grounds for abortion. 
The director of public prosecutions had se- 
cured an injunction stopping the girl from 
travelling to have an abortion in England; 
the Supreme Court overturned this. A 
three-part ballot later tried but failed to 
clear up the legal confusion, when voters 
agreed merely to uphold the right of 
women to receive information about abor- 
tion and to travel abroad for the operation. 

A few weeks ago, an all-party commit- 
tee reviewing the constitution failed, not 
surprisingly, to agree to any new legal for- 
mula that could reconcile a ban on abor- 


Indeed, a rival right-wing politician, 
Francois Bayrou, leader of the Union for 
French Democracy, has spoken menacingly 
of "a moral and political crisis without pre- 
cedent", while the rpr’s candidate for mayor 
of Paris, Philippe Séguin, says simply that 


Russia 








tion with providing protection for the life 
of the mother. Instead, it proposed a plan 
that would cost $56.2m and would try to 
reduce the causes of “crisis pregnancies” 
and to treat the “consequences of abor- 
tion” by counselling and other services. 

This may or may not be enough to let 
Mr Ahern off the political hook. He is un- 
willing to adjust the law in line with the Su- 
peme Court's decision, which would im- 
ply a slight liberalisation; but holding a 
referendum to tighten things up would 
carry a political price too. 

His canniest course may be todonoth- 
ing. For the time being, many Irish people 
seem to prefer what is cynically known as 
“the British solution” to the abortion issue. 


public confidence is at rock-bottom and that 
“there must be a collective explanation on 
behalf of the whole political class.” The 
French may well be cynical about their po- 
litical elite, but they can always show their 
disapproval of sleaze at the ballot box. 





And what about the workers? 


KEMEROVO 


Russia's feeble trade unions are still too strong for the government's taste 


OMMUNISM failed to deliver a workers’ 
paradise. But much of post-Commu- 
nist Russia looks like a workers’ nightmare. 
In the mines of the Kuzbas, à coal-rich region 
of southern Siberia, 179 miners have died this 
year, nearly two for every million tonnes of 
coal mined, one of the highest death-rates in 
the world. The mines ought to be profitable, 
and to pay their workers well. Yet wages are 
only around $100 a month; shadowy inter- 
mediariesswipe most of the money. 
On paper, there is plenty of protection, 
for working conditions and trade-union 


rights in general. In reality, the unions’ lead- 
ers are tame; the media give little coverage to 
labour issues;employerscan do pretty much 
what they want; and anyone who steps out 
of line rísks the sack, or worse. Worker mili- 
tancy is spasmodic. The last big protests were 
in 1998, when miners, fed up with being un- 
paid for months, blocked the trans-Siberian 
railway and picketed the Russian govern- 
ment's headquarters. 

Now unrest is flickering anew. Workers 
whose sálaries.are ‘still paid late, such as 
teachers, have been striking recently in Sibe- 
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ria and other parts of Russia. But more seri- 
ous, from the government's point of view, 
are protests by the official trade unions 
against the proposed new labour code, on 
which parliament will vote this month. 

The version favoured by the govern- 
ment makes it harder to organise indepen- 
dent trade unions. Under it, unions will have 
to give managers information about their 
membership. Mandatory union involve- 
ment in health and safety is replaced by 
loosely defined consultation. Employers can 
pay wages in kind rather than in cash. And 
this version weakens the unions' strongest 
existing weapon—the right to sue employers 
in the courts on issues like unpaid wages. 
(There are thousands of such cases every 
year; sometimes the unions even win.) Irene 
Stevenson, who leads an American-spon- 
sored centre in Moscow that gives training 
and legal advice to Russian unions, says the 
new code amounts to “castration”. 

The unions are planning protests over 
the next two weeks. “We are just asking po- 
litely,” says Vladimir Skotnikov, head of the 
official trade unions in the Kuzbas capital, 
Kemerovo, which held a large demonstra- 
tion last month. “We are turning to the presi- 
dent, asking him to defend the economic and 
social rights of the citizen as guaranteed by 
the constitution." The authorities seem ner- 
vous. Prominent politicians normally loyal 
to the government, such as Aman Tuleyev, 
the governor of Kemerovo, have joined in 
the criticism. There is even talk of another 
wave of nationwide unrest, set off both by 
the new law and by resentment over living 
standards, which remain miserably low 
even when Russia is awash with oil money. 

Managers are twitchy. The director of 
one coal-processing plant paid seven hun- 
ger strikers 2,000 roubles ($72) apiece, from 
his own pocket, to persuade them to end 
their protest. "Managers believe that even 
the most militant official trade union is bet- 
ter than even a moderate strike committee," 
says Piotr Bizyukov, who runs a trade-union 
research centre at Kemerovo's university. 

One potential hotspot is the town of 
Anzhero-Sudzhensk, 100km (60 miles) from 
Kemerovo. It is poor: until recently the work- 
ers at its glass factory were paid in loaves. In 
two recent protests they have blocked the 
nearby trans-Siberian railway. 

The co-ordinator of those protests was 
Vladimir Vorobiev, an eloquent agitator 
who runs a small independent trade union. 
The authorities seem unsure how best to 
blacken his name. The governor's office 
whips out a police dossier, apparently 
showing some brushes with the law 30 years 
ago. “He’s just a common criminal," explains 
a spokesman. Other official and semi-offi- 
cial figures allege, contradictorily, that Mr 
Vorobiev is utterly marginal; that he is ex- 
tremely dangerous; that he is mentally un- 
balanced; that he is an anti-Semite; and that 
he is a provocateur sponsored by outsiders. 
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Mr Tuleyev says he will "simply not allow" 
any further protests to block the railway. 

In fact, Mr Vorobiev makes a rather so- 
ber impression. Striding up and down the 
living room of a borrowed flat, in front of a 
row of mute but appreciative female sup- 
porters, he asks, reasonably enough, where 
the hundreds of millions of dollars provided 
by the World Bank and other international 
lenders to revamp the coal industry have ac- 
tually gone. Corrupt managers, bureaucrats 
and the official trade unions, he says, com- 
bine to keep workers in poverty. 

The authorities argue that elaborate la- 
bour legislation, like environmental protec- 
tion, isa brake on economic growth that Rus- 
siacannot afford. It may be that fairly regular 
wages, modest economic growth and a lot of 
intimidation are enough to keep unions 
from organising any effective protests. But of 
all the possible kinds of opposition to Presi- 
dent Vladimir Putin's government, disgrun- 
tled workers would be one of the trickiest. 

= = . 





Georgia 
Hot winter 


MOSCOW 


T WOULD be miserable enough on the 

usual seven hours of electricity a day. But 
this winter is proving even more worrying 
for Georgia, the westernmost (politically 
and geographically) of the three ex-Soviet re- 
publics of the Caucasus. On December sth 
Russia started requiring Georgian visitors to 
have visas. But citizens of the other ten coun- 
tries in the Commonwealth of Independent 
States, Russia’s nearly moribund imperial 
afterthought, can still travel in each other's 
territories without visas. 

The move is a big blow to Georgia's bat- 
tered economy: around 500,000 Georgians, a 
tenth of the population, work in Russia. 
They send home a lot of money: $1.5 billion, 
say the Russians; $600m-700m, according to 
the Georgians. Georgians in Russia now 
have a three-month grace period to return 
home and try to put their 
papers in order. 

The main reason for 
Russia's hard-heartedness 
is the war in neighbouring 
Chechnya. Russia says 
Georgia lets new fighters in 
and shelters wounded 
ones. Georgia denies this, 
and refuses to extradite any 
Chechens, or to allow Rus- 








EUROPE 





though at what price is unclear. 

Georgianssay that theircountry is under 
pressure to join the Eurasian Economic 
Community, a Russian-dominated econ- 
omic grouping of five former Soviet repub- 
lics (Russia, Belarus, Tajikistan, Kazakhstan 
and Kirgizstan),and to relent on its insistence 
that the Russians should get out of all four of 
their military bases in Georgia; two are due 
tobeclosed by July. At a meeting last week of 
the Organisation for Security and Co-opera- 
tion in Europe, Russia vetoed a resolution 
urging it to stick to its promised withdrawals. 

A worrying twist for Georgia is that the 
new visa rules are milder for people in two 
breakaway bits of the country, the self-pro- 
claimed republics of South Ossetia and Ab- 
khazia. Russia props both places up and 
mighteven, say many Georgians, try oneday 
to annex them. Many people there already 
have Russian passports; the new visa regime 
will encourage more of them to do so. 

The perennial power cuts are also taxing 
Georgians’ patience. Last month, a near-riot 
in the centre of the capital, Tbilisi, complete 
with roadblocks made from burning tyres, 
aroused nasty memories of the civil war ear- 
lier in the decade, from which the country 
has not yet recovered. "Last year it was а 
whole month before they demonstrated. 
This year it was as soon as the power cuts 
started," saysone Tbilisi resident, who heats 
hishome withaleaky cylinderof bottled gas. 

Some foreigners have invested in Geor- 
за clapped-out Soviet electricity network, 
but, as before, too few Georgians pay for the 
stuff. One big chemical plant uses as much 
power as the whole of the Tbilisi—and pays 
for none of it. But pulling the plug would be 
risky: itis one of the few bits of Georgian in- 
dustry that still functions. 

Georgia's president, 
Edward Shevardnadze, 
says that Russia is making 
the power shortages worse 
to cause trouble. Many 
Georgians think that well- 
connected profiteers who 
sell fuel for household 
heaters have a hand in it 
too. Mr Shevardnadze con- 





sian troops to attack tinues to talk tough on cor- 
Chechnya from its territory. ruption, but anger among 
Georgian officials spent this ordinary Georgians is ris- 
week negotiating hard in ing. Many are unconvinced 
Moscow. A new friendship ^ that the well-heated presi- 
treaty, Russia says, could re- . dential circle is itself clean. 

store — visa-free travel, Shevvy chastened 3 а=: ` 
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OES he still matter? It is now five years since Jacques Delors 

retired as the European Commission's president. The British 
tabloids no longer revile him; the battles with Margaret Thatcher 
have faded into gu folklore; and the all-night squabbles in rain- 
sodden Brussels are someone else's headache. So there is no obvi- 
ous reason why a retired Frenchman of 75, though he looks a trim 
60, should still command the attention of Europeans who count. 
And yet in the run-up to the eu summit that began in Nice on De- 
cember 7th, he has had ministers, civil servants and commission- 
ers hangingon hisevery word. Without fuss (he is engagingly mod- 
est, with none of the airs of some French grandees), he has joined 
that select coterie—one thinks of Henry Kissinger and Lee Kuan 
Yew--whose opinions carry weight long after they leave office. 

Doubtless part of the reason is simple nostalgia. Mr Delors 
ruled the commission for an unprece- ym 
| dented ten years. Forget the managerial 
| shortfalls, and remember instead the 
| achievements: the Single European Act, 
| which paved the way for the ev’s single 
| market and the free flow of capital, 
goods, services and people; the Maas- 
tricht treaty that paved the way for the 
single currency, the euro; the EU'S ex- 
pansion, when first Spain and Portugal 
and then Finland, Sweden and Austria 
entered the club; the financing pack- 
ages that saw extra cash poured into 
the Eu's poorer parts and persuaded 
reluctant governments to give multi- 
year guarantees for the ev’s budget. 

All of this occurred in the cause of 
what the виз founding treaty calls 
"ever closer union", which is precisely 
why Mr Delors was always the Euro- 
sceptics’ hête noire. He could not have 
managed without the political support 
of France's president, Francois Mitter- 
rand, and Germany's chancellor, Hel- 
mut Kohl, but it was Mr Delors's own 
mix of creativity and drive that de- 
livered the goods. And what came after 
him? Only the scandal-ridden com- 
mission presidency of Jacques Santer 
and now the lacklustre, demoralised 
presidency of Romano Prodi. No wonder dispirited Europhiles 
hark back to the good old days. 

But there is a bigger reason to court Mr Delors than mere nos- 
talgia. There is a long-standing ко commitment, doubtless advo- 
cated more sincerely by some of the 15 present members than by 
others, to accept into “the European family" the once-communist 
countries of Central Europe—and even Turkey, which most gov- 
emments in countries currently in the ки reckon is a lot too big, 
Muslim and undemocratic to be let in. But to grow in size, the EU 
must first adapt its rules, hence the meeting in Nice to settle differ- 
|. ences between big countries and small, between supranational 
| “federalists” and defenders of the nation-state, and between 
| economic winners and losers. Hence, too, the recourse to Mr De- 
_ lors. Might his fertile mind and Notre Europe, his post-commis- 
| sion think-tank, find a course forthe future that all can follow? 
| 
Н 
| 








For all his idealism-—witness his deeply. felt socialist and 
Christian principles—Mr Delors is no soppy romantic. Through- 
out hislife, from a poor home in Paris through night-school classes 











Jacques Delors, France's avant-garde European 


in economics to his pre-Brussels spell as France’s minister of fi- 
nance, he has been a pragmatist who has got things done. As he 
once declared: "The political world simplifies everything, but PH 
always be on the right of the left or the left of the right, rejected by 
both.” Perhaps that is why he was always a reluctant politician: 
only twice, tobe a member of the European Parliament in 1979 and 
to be mayor of Clichy in 1983, did he brave the hustings. Indeed, 
many French Socialists blame the 1995 presidential victory of con- 
servative Jacques Chirac on Mr Delors's refusal to run. 

So what does this self-proclaimed centrist now propose? 
There must, of course, be a strong commission “using its right of 
initiative to advance Europe". For sure, there must be a larger Euro- 
pean Union (“Let’s not forget, Ukraine is a very European coun- 
try,” he said recently). But no need yet for a grand supranational 
constitution (“better a good treaty than 
a bad constitution"); instead, let there 
be “a federation of nation-states 
since...the nation-states are not about 
to disappear.” And let there be an 
“avant-garde”, a bunch of countries 
that integrate faster than others but 
that is open to alk; after all, the single- 
currency group is exactly that. 

But what should that avant-garde 
become? More controversially, Mr De- 
lors has recently suggested that it 
should have its own institutions, in- 
cluding its own council of ministers 
and bicameral parliament drawn 
partly from members of the European 
Parliament who belong to countries in 
the avant-garde: a kind of eu within 
the Eu, with the inner union develop- 
ing into something much more akin to 
the superstate that Eurosceptics fear 
would swallow up their own countries. 
Mr Delors’s new vision of an avant- 
garde, which would obviously include 
France, would be underwritten ру a 
fresh “treaty within a treaty”. The big- 
ger ки, including Poles and so on, will, 
Mr Delors thinks, inevitably weaken 
the vision of the founding fathers. 
Hence the need for ап avant-garde to 
keep the ideal of ever closer union alive. 

But is Mr Delors nonetheless at heart a patriotic Frenchman 
who views the inner core asa more convenient setting for France to 
dominate the political proceedings, as it did inthe early daysof the 
smaller European club? Certainly he resists the notion of Ger- 
many having greater influence than France. Though he is happy to 
break ranks with France by agreeing that decisions within the 
wider ки should be made by a “double majority" both of eu coun- 
tries and of the ev’s population, nonetheless he strongly thinks 
that Germany, with its 82m people, should have no more votes 
than France with its 56m. And would the new insiders’ club really 
welcome later entrants? 

Itis hard to say. But Mr Delors’s latest formula, though not ac- 
tually on the table at Nice, has the virtue of seeming to offer some- 
thing to everyone. The integrationists can come closer together. 
The free-market nation-staters can stay aloof. And Poles, Czechs 
and the rest must be happy, for the foreseeable future, to be out of 
the inner sanctum, even as they struggle to enter the outer one. 
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Success demands more. 
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In praise of disruption 


Technologies such as Bluetooth broadcasting, optical switching, code-morphing and proteomics are threatening 


the old industrial order. Rejoice 


ANY an excellent company has disappeared from the 

scene not because it had poor management, failed to 
innovate, lost star employees nor became the victim of some 
boardroom coup. Consider the ignoble end of that pioneer of 
minicomputers, Digital Equipment Corporation. pec built 
the fastest, smartest and most reliable of computer systems 
for use at the department level. It listened carefully to its cus- 
tomers and continually squeezed yet more performance from 
its slick vax super-minis. Where is рес today? Subsumed 
within Compaq, the world's largest supplier of personal com- 
puters; its innovative hardware, lightning-fast Alpha proces- 
sors and rock-solid software obliterated by the lowly rc. 

The rc is a prime example of a “disruptive technology" 
that was dismissed out of hand by an industry's established 
leaders until it was too late. Disruptive technologies work by 
offering, at least initially, little in the way of performance, but 
plenty in terms of cheapness, convenience and ease of use. As 
such, they appeal to a different class of customers, carving out 
wholly new markets for themselves before going on to have 
the industrial Goliaths’ business for lunch. 

The battery-powered transistor radios introduced by 
Sony in the 1950s were plagued by yowls and hisses but they 
allowed teenagers to listen to their favourite music out of ear- 
shot of their parents. Transistor radios got cheaper and better 
and, within a decade, had killed off the thermionic-valve in- 
dustry. The big, integrated steel makers pooh-poohed the tiny 
mini-mills when they started up in the 1970s. Now these have 
half the integrated steel makers' market. To professional com- 
puter users in the early 1980s, the PC was a toy when it arrived 
on the scene. But it quickly got smarter, cheaper and still eas- 
ier to use. The rest, as they say, is history. 
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In his 1997 study of disruptive versus sustaining technol- 
ogies, Clayton Christensen of Harvard Business School 
pointed to the dilemma that all industrial leaders face. On the 
one hand, they have to listen carefully to their customers, —— 
who want predictable improvements in (sustaining) technol- 
ogy. Fail to provide that and they could be quickly out of 
business. Yet, on the other hand, they must also be ready for 
the mayhem that could ensue if, out of the blue, some radical 
(disruptive) technology were suddenly to rewrite the rules 
and render their company irrelevant. Fail to manage that kind 
of ordeal and they could be out of business even faster. 

Such technological disruptions—from the steam engine 
and electricity to the internal combustior. engine and the 
transistor—used to come once a generation or so. Now dozens 
of wholly new technologies challenge the established order 
annually. Starting with this issue, The Economist Technology 
Quarterly will offer readers a foretaste of what new develop- 
ments are threatening—no, guaranteeing—to disrupt the way 
business is done in the years ahead. 

Forewarned is, of course, forearmed. But even for those in 
the thick of it, disruption is as much about opportunity as itis — 
about destruction. Joseph Schumpeter, an Austrian-born 
economist best remembered for his notions of “creative de- 
struction”, would be applauding the way that even the big- 
gest computer manufacturers, chip makers, drug firms and 
telephone companies are feeling the heat of feisty upstarts 
and are having to reinvent themselves continuously to stay 
alive. That ferment is what innovation is all about. And with 
innovation now accounting for more than half of productiv- 
ity growth, the more technological disruption there is around 
the world the better it will be for every one. "m 
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. The coming backlash in privacy 


New privacy services will soon allow consumers to buy goods anonymously 
online—forcing web-based retailers to change the way they do business 


| VER the past couple of months, a 
| Dallas-based company called Digital 
| Convergence has given away more than ım 
| bar-code scanners to computer users across 
America. If the company sticks to its 
| business plan, it will have handed out 
some 40m by this time next year. The 
scanners cost around $10 apiece. So 
why the sudden generosity? 
Because the company expects to 
getits money back, and more, by 
selling information about the 
users’ purchasing habits. 
Scanning the bar codes ona 
packet of cornflakes, say, sends the 
user's Internet browser to the 
manufacturer's website. Each scanner, 
known as a CueCat, comes with its own 
unique identifier code and software to 





` Smells fishy 


ee A 


moy atk ep iiir na anale an A 
E INO Dedit: Rd йк ie ЧА are ENDE 
ape tiere uii s SRM ae s ИКАН Кун, 

All fish, bycatch or not, are a rich source of protein. Dr Damodaran begins 
macerating a load of bycatch and extracting this protein from it. He then treats 
protein with a chemical known as тар, which possesses four reactive groups. One 
of these can latch on toa bit of protein, while the other three are free to bind a molecule 
of water. Each protein molecule thus becomes laden with thirsty accessories, trans- 
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of all solid waste. 
rennes diapers used by babi 
anywhere between six months and 500 
years to come. But since Dr Damodaran's 
gel is mainly protein, itis an ideal source 
of nourishment for the kinds of fungi and 
bacteria that populate landfills. Within 
seven days, these organisms consume 





operate it. Оп installing the software, the 
user is required to register personal details 
such as name, e-mail address, age, sex and 
post code. Such details can then be 
correlated with the information that the 
CueCat gleans about the products a user 
scans. The company hopes that such 
marketing information will eventually be 
worth more than the $400m it plans to 
spend seeding the market with CueCats. 
But the company had not reckoned with 
the ingenuity of users of Linux software. 
Noted for their programming skills and 
their contempt for Microsoft's Windows, a 
groupof Linux hackers decided to let 
CueCat work on computers that use the free 
Linux operating system instead of the 
ubiquitous Windows. Being a mischievous 
bunch, they wrote their software so that it 
would bypass Digital Convergence's own 
computers. And for a laugh, they made a 
Windows version available as well. Just 
days after the CueCats were released, free 
scanning software started appearing on the 
Intemet and was downloaded eagerly by 
countless users. Digital Convergence was 
not amused. For the company, every hacked 
CueCat was another $10 down the drain. 


Data mavens 


A number of e-commerce ventures have 
been based on the proposition that retailers, 
manufacturers and advertisers are ready to 
pay large sums to get their hands on 
marketing data collected by online services 
that bribe users with some free offer to 
divulge their personal details. But, as the 
hacked CueCats show, companies that do 
this are likely, sooner or later, to be bitten by 
theirown customers. Indeed, life is getting 
harder for online firms that try to survive by 
exploiting the marketing data they collect. 
Consumers have become far more 
concerned about invasions of their privacy, 
and they are now being given the 
technology to protect themselves. 

Recently, two controversial incidents 
have caused politicians and consumer 
groups to turn their attention to online 
privacy. After vociferous complaints, 
DoubleClick, an online advertising agency 
based in New York, aborted its plan to 
merge its records of people's visits to 
websites with its database of users' names 
and addresses. And public opprobrium was 
heaped on Toysmart, a failed Internet 
start-up, for violating one of its own privacy 
pledges when it tried to sell its customer 
database to another retailer. » 
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Soon, consumers will 
no longer have to rely solely 
on the integrity of online 
merchants to limit what 
advertisers glean about their 
web-surfing practices. A new 
breed of privacy-service 
provider, or “infomediary”, is leaming 
to make money from protecting people's 
privacy by short-circuiting the way that 
online retailers secretly accumulate 
information about visitors to their websites. 

One infomediary that works with 
consumers, Lumeria, based in Berkeley, 
California, aims to let its users evade 
marketers selectively—and to earn money 
in the process. The company's free software 
encryptsa user's profile and stores it on its 
own computers. Whenever the user wants 
to access the Internet, he can use Lumeria's 
computer as a proxy-server, to stop his 
personal details from being transmitted 
direct to any advertisers. The proxy-server 
intercedes between the user and every web 
page, allowing only those adverts that 
match the user's interest profile to appear on 
his browser. Anonymous, aggregated 
information is then sold to marketers, with a 
royalty paid to the user. 













Theonly survivors 


For the more paranoid, iPrivacy of New York 
hascome up with software that can shield a 
user's activities so completely that not even 
the company itself has access to the 
information. In iPrivacy's scheme, a user 
begins by downloading software from a 
company he knows and trusts—for 
instance, his credit-card company or bank. 
The software allows the user to browse in 
complete privacy. When he wishes to buy 
something, the program generates a new 
identity for him—complete with a fictitious 
name and e-mail address, a coded postal 
address, and a one-off credit-card number. 

This fresh identity is passed, via the 
online merchant, back to the credit-card 
company, which matches the details with 
the user's real identity and approves the 
transaction. Meanwhile, the post office is 
senta decoded address label, but still a 
coded name, and ships the goods. The only 
entity that knows what is actually going on 
is the user'soriginal credit-card company, 
which had all the personal information 
already. Two added bonuses are that, 
because the fictitious identity is used only 
once, it isimpossible for online marketers to 
developa profile of the user—or for 
criminals to profit from its theft. 

Ruvan Cohen, iPrivacy's chief executive, 
hasalready made a contract with the United 
States Postal Service for decoding addresses. 
The company is also working with 
financial-services firms that want to license 
the software for their clients. The main 


reason such a firm might be interested is the 
Gramm-Leach-Bliley act, passed in 
November 1999, which requires 
financial institutions to disclose 
details of who sees the private 
information they collect from 
customers. The first 
disclosure statements 
must be sent out by July 
2001. 
Not surprisingly, 
many financial institutions, 
anxious about their customers' reactions, 
are looking for ways to shore up their 
reputations for confidentiality. American 
Express has already launched a free one-off 
system of credit-card payment and intends 
to provide its customers with a private 
web-browsing service by the end of 2000. 
Other credit-card suppliers plan to test 
iPrivacy's software early next year so as to be 
ready for the July deadline. If enough users 
take advantage of these online filters, the 
benefits for e-commerce could outweigh the 
costs. Forrester Research, a technology 
consultancy based in Cambridge, 
Massachusetts, reckons that privacy 
concerns stopped consumers from 


Just add water 


ESPITE the billions spent on dust-free 

“clean rooms”, the semiconductor 
industry is a pretty dirty business. Because 
silicon microchips are so sensitive to the 
presence of contaminants, more than ten 
litres of water are required to rinse each 
square centimetre of a silicon wafer. Ina 
day's work, a typical chip factory produces 
more than 3m litres of effluent from its 
cleansing process. The lion's share of it goes 
down the drain—and into local water 
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completing more than $12 billion of online 
purchases last year. 

One worry, however, is that a privacy 
backlash by consumers could make it 
harder than ever for online retailers to turn a 
profit. Amazon.com, the world's largest 
online retailer, relies heavily on its 
marketing database to “personalise” its 
irteractions with its 20m customers. Loyal 
customers swear by Amazon's uncanny 
ability to recommend genuinely useful 
purchases. But if enough users camouflage 
themselves, Amazon will no longer be able 
to send special offers of, say, toys to 
customers who have just bought some 
children's books. And this kind of 
cross-marketing is a mainstay of Amazon's 
business model. 

Many online firms have played a 
zero-sum game that predicated their own 
profitability on their customers’ loss of 
orivacy. The balance may soon tip the other 
way. The danger is that it could tip too far in 
the consumer 's favour. Ironically, online 
consumers could then find themselves 
being treated rather like offline 
customers—with free offers and the rest 
becoming a thing of the past. m 





supplies. This worries local-government 
officials as well as environmentalists. 
Because semiconductor fabrication 
plants (“fabs”), which need vast quantities 
of pristine water to operate, have to clean 
their water rigorously before use, the waste 
water coming out of a fab is often cleaner 
than the water it takes in from the 
municipal supply. But the problem is not 
the quantity of contaminants in the effluent 
so much as the type of chemicals it contains. 
What causes real concern is the 
presence of dissolved organic 
compounds that are left over 
from the chip-etching process. 
These are particularly nasty, 
especially when they escalate up 
the food-chain, from plants to 
animals and perhaps then to 
humans, building up their 
concentration in the process. 
Toxic substances in the water 
supply are not the only worry. 
Municipalities fret about the 
sheer thirst of semiconductor 
plants in their neighbourhoods. 
In America’s dusty south-west, 
where semiconductor firms have 
built fabs that tap huge 
underground aquifers, water is 
becoming a dwindling resource 
that cities desperately need for 
local residents and farmers. The 
12m litres of water guzzled daily » 
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by the huge Intel plant at Rio Rancho, north 
of Albuquerque in New Mexico, could 
support a medium-sized town. Hence the 
pressure on semiconductor firms to recycle 
their effluent—as much for conservation as 
for health reasons. 

Scarab Development, a firm based in 
Stockholm, has devised an elegant solution 
to both problems, using a technology 
known as “membrane distillation". The 
membrane is made from the same polymer 
as Gore-Tex, a fabric used by hikers and 
campers to keep the rain out while allowing 
the body to breathe. Scarab exploits the 
membrane’s “breathability” toclean upa 
fab’s effluent. 

The process involves heating water on 
one side of the membrane. As the water 


evaporates, it passes through the porous 
membrane and is condensed into liquid on 
the other side. Unlike steam, the polluted 
water cannot pass through the barrier 
because of the “hydrophobic” nature of the 
membrane material. So the dissolved 
pollutants remain trapped on the warm side 
of the barrier. The effect is to produce 
ultra-pure water on one side, and 
concentrated waste on the other. Intel is 
preparing to install a pilot plant from Scarab 
that is capable of purifying more than 2,000 
litres of waste water a day. 

Most fabs can clean about 70% of their 
waste water to the point where it could be 
used for irrigation or industrial cooling. By 
contrast, Scarab's system can clean a fab's 
effluent so thoroughly that nearly all of it 
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can be recycled for use in the chip-cleaning 
process itself. Once such a technology was 
up and running, a fab would hardly ever 
have to tap the local water supply again. 
Such a self-contained water supply will 
not be cheap. The membrane is expensive 
and delicate stuff. But once the initial 
outlay is made, the process should be 
reasonably inexpensive to operate. Trials 
of Scarab’s prototypes have shown that 
the system can run on “waste heat” from 
other industrial processes, producing 
ultra-pure water for around 0.6 cents per 
litre. That is considerably less than the 0.9 
cents per litre that chip makers currently 
pay for their water. And pennies add up 
when plants consume more than 10m 
litres of water a day. ш 


Extreme measures 


EACH a programmer some discipline 

and he will code logically and cleanly for 
aslongas a day;give him complete freedom 
and he will code for a lifetime in hisown 
idiosyncratic way. But in the rapidly 
changing world of software design, nobody ` 
wants to spend months poring over screeds 
of indecipherable code when urgent repairs 
are required. That is why computer 
scientists behind a movement called 
"extreme programming” (xp) argue that 
more method equals less madness, espe- 
cially when teams of programmers are fac- 
ing tight budgets and strict deadlines. 

хр was invented in 1996, when Kent 
Beck, a software developer, was called in by 
an American car maker, Chrysler, to rescue 
a project which had proved so frustrating 
that it had been scrapped. As Mr Beck 
worked on this benighted venture, known 
as Chrysler Comprehensive Compensation 
(c3), he formulated a set of directions for 
keeping code "elegantly written". The c3 
system now provides correct monthly 
payroll information for more than 86,000 
employees. Its success is ascribed to Mr 
Beck'sgolden rules. 

Some of xp’s tenets appear intuitive, 
such as ones about keeping code simple and 
tailoring it to customers’ demands. Others 
are slightly more unusual, such asa rule 
forbidding any individual from taking 
exclusive responsibility for any piece of 
programming. Another rule specifies that 
programmers must work in pairs,on one 
terminal, on each bit of code. In software 
circles, where programming methodologies 
are treated like rules of professional ethics, 
these ideas have provoked a good deal of 
heated debate. 

Many sceptics of xp point out that a 
team’s best coders are probably 100 times 
more productive than its worst. They insist 
that individual acts of heroic programming ie 
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are what keep most projects afloat and on 
schedule. These "cowboy coders" generate 
prodigious volumes of code, but they also 
tend to work in isolation. Pairing these 












cynics, would slow them down and 
undercut the team's overall efficacy. 

But relyingon the heroism of lone 
coders has its cost. Often, theonly person 
whocan easily understand a clever bit of 
code is the clever person who wrote it. xp 
avoids this pitfall by enforcing 
pair-programming and by frequently 
rotating people to different tasks. Although 
it may appear inefficient to double up 
^^" Workers, proponents of xp argue that these 

techniques save a lotof money in future 
. programming time. When a program needs 
to be corrected, adjusted or extended, 
changescan then be made quickly by 
anybody. 
This feature of xp has wide appeal. 
Programmers today spend a lot of time 
г puzzling over the opaque code of ageing 
computer systems. To their employers, the 
_ pay-off of having easy-to-maintain code a 
: few years down the road is well worth some 
extra initial expense. Ford Motor, for 
example, has been employing an xp 
«company, eXPerience Software, to redesign 
-the software it uses to calculate how much 
money itcan expect to make from a new 
model. And Technology Strategy Inc (rs1) of 
- Cambridge, Massachusetts, reports that, in 
the six months since it switched over to ХР, 
its software-development team has become 
more responsive and its software more 
reliable. 

There is another advantage from using 
xp that many companies would be glad to 
have: plenty of software developers are keen 
<> touse or atleast try xp. Stephen Ng of rst 
-claims that his company’s willingness to 
< employ xp practices has given his firman 
edge in recruiting and retaining program- 
mersin a tight job market. Extreme mea- 

` Sures, И seems, are good for extreme times. # 


The next 
small thing 


OW that "micromirror" and 
"Jab-on-a-chip" have become 
buzzwords among technophiles, where will 
the fledgling technology of etching 
microscopic machines on tosilicon chips 
(see page 18) have its next big success? Three 
particular applications of so-called 
microsystems are grabbing attention. 
One is the variable microcapacitors that 
|, are needed to make the rapid changes in 
frequency demanded by the next 
"generation of wireless-communications 
equipment. Such frequency hopping puts 
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coders with their less able colleagues, say the 
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huge strains оп electronic components, but 
noton micromechanical ones. 

A capacitor consists of two metal plates 
separated by an insulator. To vary the 
capacitance (ie, the amount of electric 
charge stored in the device), the distance 
between the plates has to be varied. One 
solution is a “comb drive". When shrunk to 
the size of a typical componenton a silicon 
chip, a microscopic capacitor consists of two 
miniature combs with their teeth 
inter-meshed but not touching, providing a 
small insulating gap between them. 

The microcombs themselves are 
attached flexibly to an underlying sliver of 
silicon. When a voltage is applied between 
them, the equal and opposite charges 
induced on the microcombs cause them to 
attract one another, allowing the combs to 
move easily and change the capacitance. 
Jean-Christophe Eloy, who heads a French 
microsystems consultancy called Yole 
Développement, reckons that mass pro- 
duction of such devices by mobile-phone 
makers could take off shortly. 

Another promising field is 
"microreactor chemistry". Although the 
lab-on-a-chip concept has been hijacked 
by biochemists for рма analysis, it holds 
equal promise for more mundane types of 
chemical engineering. Replacing refineries 
with microchips may be a non-starter, but 
there areopportunities for microsystems 
that mix chemicals in small quantities at 
precisely the time and place that the 
product of a reaction is needed. 

One virtue of miniaturisation is that, 
when handled on a microscopic scale, 
liquids have no room for turbulence. That 
means that miniaturised chemical plants 
builtonasilicon chip are able to offer far 
better control over reaction rates than their 
room-sized big brothers. Chemicals that are 
too dangerous to mix on a large scale can 
combine safely on a chip. Volker Hessel and 






his group at the Institut für Microteknik in 
Mainz, Germany, have found thata 
microsystem is a particularly efficient way 
of fluorinating toluene (the main ingredient 
of rNT)—a process which, apart from being 
explosive, produces some nasty 
by-products when done on a large scale. 

A third application that is beginning to 
show promise is the “lab-on-a-cp”. This 
radical concept could well displace the lab- 
on-a-chip for many applications. The tech- 
nology is already being exploited by Gyros, 
a spin-off created earlier this year by Amer- 
sham Pharmacia Biotech of Sweden. Gyros 
is betting that plastic compact discs area 
better platform for future chemical and bio- 
logical microdevices than are silicon chips. 
Apart from being much cheaper than sili- 
con wafers, plastic discs are more compat- 
ible with biochemical substances. Also, em- 
bossing techniques for putting micro- 
structures on a CD's surface already exist, so 
there is no need to reinvent the wheel. 

Best of all, cps are designed to spin. 
When they do, centrifugal force causes 
liquids on their surface to move outwards. 
At the high speed at which a ср rotates, the 
force can easily be enough to squeeze liquids 
through microchannels pressed on to its 
surface. The large centrifugal forces involved 
caneven break through thin barriers in the 
channels, allowing different chemicals to be 
released from microscopic vials built on the 
surface of the disc. This leads to the 
intriguing possibility of being able to mix 
chemicals in predetermined 
sequences—simply by increasing the speed 
of the disc. This is one cp, pundits say, that is 
ready toclimb the charts. @ 


Playing seriously 


IRED of the management mantra: 

vision, mission and goals? Hope is in 
sight. A new Swiss think-tank called 
Imagination Lab wants to scrap 
conventional management wisdom in an 
experimental way. Imagination Lab, a 
non-profit organisation set up in Lausanne 
last summer with funding from Lego, а 
Danish toy maker, wants to replace 
ponderous management theory with 
learning-by-playing. 

Headed by Johan Roos, previously a 
professor at imp, a business school in 
Lausanne, the Imagination Lab is the 
offspring of a product called “Serious Play” 
that Dr Roos and his colleagues have 
developed in collaboration with Lego's new 
business group. This involves management 
teams buildingtheir companies with 
brightly coloured Lego blocks—hence the 
toy maker's enthusiastic corporate 
sponsorship. For those managers who have 
already tried management-training »- 
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gimmicks such as white-water rafting or 
killing guinea pigs with their bare hands, the 
leadership-building value of playing with 
Lego may seem innocuous, or even 
questionable.But behind the tiny bricks lies 
some careful thought. 

Ina Serious Play session, members of a 
managernent team each construct their 
section of the company. When they 
discover that the parts do not fit together, 
they have to rearrange them quickly to 
make a functioning whole. When a 
consultant removes key parts of the final 
structure, the participants playing the game 
are forced to speculate, ina hands-on 
manner, about radical “what-if” scenarios 
for their company’s future. 

Dr Roos reckons that the tactile sense of 
literally holding a model of the whole 
company in their hands is extremely 
stimulating for managers—and a good deal 
more meaningful than the adrenaline— 
pumping outdoor exercises that many 
business consultants put their clients 
through. And the ease with which the 
company can be rapidly rebuilt in new and 
creative ways reflects the pace of change in 
many of today's high-tech start-ups. 

Such companies are just the sort that Dr 
Roos wants to help. His business-school 
experience has persuaded him that existing 
management theory is too focused on the 
sort of large corporation that can afford 
business consultants, Indeed, with really 
small start-ups, the whole company can 
take partin one of his training exercises, 
often with revealing results for the boss. This 
focus has not stopped a queue of big 
companies such as TetraPak lining up for a 
shot at Serious Play. 

The Imagination Lab plans to bemmuch 
more than a glorified Lego set. The team Dr 
Roos has assembled is looking into new 
concepts that could replace the business ОЁ 
making visions and missions for a 
company. One is the concept of “guiding 
principles", which lies somewhere between 
therigid rule-based style of traditional 
bureaucratic businesses and the hyped 
value-based leadership favoured by many 
in the “new economy". 

A real-world example of guiding 
principles in action is provided by an 
American company, Sencorp Systems, a 
manufacturer of plastic packaging 
equipment based in Cincinnati, Ohio. The 
company's vice-president for research and 
development, Kenneth Slocum, has been 
inspired by the principle of fractals in 
mathematics—objects that repeat their 
structureon different scales. In the business 
world, decision-making is just such an 
obiect. Managers make decisions on a large 
scale; workers on the shop-floor on a small 
scale. By getting everybody in the company 
to adopt a common approach to practical 








decision-making, rather than a set of strict 
rules or fluffy values, Mr Slocum expects 
that the company will be able to react more 
rapidly to change. 

Bizarre as this may sound, Sencorp’s 
experimental concepts may actually work. 
After all, by calling his organisation a “lab”, 
Dr Roos implies that a good deal of 
experimenting is necessary if useful new 
management techniques are to be 
developed. And, by definition, a lot of the 
experimenting has to be hands-on 
tinkering—like Serious Play. а 


Teraflops from 
cyberspace 


F TWO heads are better than one, imagine 

what you could do with a million. That is 
the thinking behind distributed computing, 
one of the more promising technologies 
emanating from the peer-to-peer 
computing model. Much like the notorious 
file-sharing programs, Napster and 
Gnutella, which allow millions of 
computers to share music files among 
themselves, distributed computing 
harnesses the unused computing power of 
individuals' personal computers on the 
Internet to build a virtual supercomputer. 
Unlike its file-sharing cousins, however, 
distributed computing seems to be 
burgeoning into a real business model with 
agenuine revenue stream. 

In essence, the technology breaks down 
large computations into fragments that can 
be distributed among computers tied to a 
network. Each ec simultaneously computes 
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the bit of code it was given and returns the 
results to a central computer that assembles 
the parts into a coherent whole. Once you 
add up the thousands or even millions of > 
computers that can be roped in todo such 
calculations, you get a parallel 
supercomputer with a teraflop (trillion 
floating-point operations per second) or 
more of power—all for a fraction of the co 
of a supercomputer. 
Several start-ups, with such names as 
Entropia, Popular Power, United Devices. 
and Data Synapse, believe that fortunes. 
may be made from selling such servicesto 
companies that need short-term 
supercomputing power but do not want to. 
pay for a full-time supercomputer. Most are 
aimed at fields that require brute-force 
number crunching—such as digital 
rendering, product design and life-science : 
research (see page 26). Some even look tothe. 
day when individual consumers will turn tO 
distributed computing for an extra bitof © 
computational power. | 
The technology itself is not new. As far 
back as the late 1980s, Intel was using its owr 
version of distributed computing on | 
networked computers to help design chips. : 
Whatis new is the scale and overall power 
that modern rcs can offer. The three 
"gigas"—super-fast microprocessors with - 
clock speeds of one gigahertz or more, 
computer hard-drives offering many 
gigabytes of storage space, and networks 
thatshuffle files around at gigabits per 
second —create a potent force that drives th 
technology. Meanwhile, the millions of pcs 
thatareconnected to the Internet providea 
handy source of unused computing power. 
To be sure, the technology has 
limitations. Distributed 
computing works best with: 
applications that can be 
broken down into individual 
and independent computat- 
ions. Highly interconnected 
modelling—such as predicting | 
the weather, or simulating 
nuclear explosions—will 
always require a real 
supercomputer. The linchpin 
of the whole scheme remains ` 
individual rc users, who must. 











be goaded into downloadinga 
piece of software, and then 
allow data from a central 
computer to be downloaded 
and processed on their 
machines when not in use. 
For now, however, the 
fledgling companies seeking to 
bring virtual supercomputing ...: 
to the marketplace are putting. 
their faith in the belief that, 
once their customers try it, they” 
will be hooked. zi | 
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Bluetooth, 36 and other wireless 
technologies of the information 
revolution are on their way. But it 


will take more than marketing hype 
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to realise their full potential 
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Is Bluetooth worth the wait? 





N THE beginning there were lots of com- 
puters on office desks. Some of them were 
connected to other computers in the same 
office. Each of these offices was, in turn, 
hooked upto the public-telephone network, 
but only for phone calls. Then an idea took 


hold: why not get all these computing is- 
lands somehow to connect to all the others, 
using variants on those same phone lines? So 
dawned the age of the Internet. 

Today, users are at much the same point 
with mobile computing and communica- 
tions. A typical technophile on a train will 
carry a cellular phone, a personal digital as- 

sistant (PDA), a notebook computer and 
possibly a pager. All around the com- 
muter are radio waves of the wire- 
less public-telephone networks. 
With sufficient will, dexterity and 
technical know-how, he can con- 
nect his PDA or notebook to his 
mobile phone via an infra-red con- 
nection or cable and then connect to 
the Internet over the cellular network. 
He may even be able to download a few e- 
mail messages or a web page, although it is 
more than likely that he will be discon- 
nected by some failure in this makeshift 
chain of communications. 

What the gadgeteer is waiting for is a 
technology that will do for his rag-bag of 
mobile devices what the Internet did for the 
Pc and local-area networks (LANs)--link 
them seamlessly to the rest of the digital 
world. 

The wait could be nearly over. New digi- 
tal telephone networks designed for high- 
speed data that are on their way can tum a 
conventional telephone into an “always-on” 
broadband internet device. The telephone 
would then become a true utility—just like 
the electricity and water supply—that is per- 
manently connected to the user and avail- 
able instantly on demand. Meanwhile, an- 
other technology called Bluetooth is about to 
do the same for the mini-constellation of de- 
vices that an individual carries around, con- 
necting them all together wirelessly. 

This tantalising prospect has launched 
thousands of breathless headlines since the 
two technologies were first promoted two 
years ago. And for good reason. The possibil- 
ities they raise are as broad and transforming 
as the Internet itself. The commuter would 
be able to surf the web and check e-mail on 
his palm-sized rpa which, by relying on a 
wireless connection for external storage and 





communications, would be both thin and 
cheap. The ppa’s main communications link 
would be to his mobile phone. Meanwhile, 
the phone would be connected, at a speed as 
fast as the best of today’s corporate Internet 
links, to the cellular beacons scattered 
around the passing city-scape. 

It gets better. The commuter could listen 
to music through wireless headphones that 
play music albums from his notebook com- 
puter, which could store an entire collection 
of cps in compressed mp3 files. Or he could 
play a quick bout of a shoot-em-up video 
game on his ppa with a passenger across the 
aisle. When a call comes in on his mobile 
phone, it would automatically pause the 
music (or gunfire) on the headphones and, 
after a confirming press on a headphone 
button, switch to the incoming caller. 

When the commuter arrives at the office 
or home, the network around him would re- 
configure itself. Instead of relatively expen- 
sive public networks for his Internet connec- 
tion, the devices would switch to a wireless 
LAN that connected to the outside world via 
cheaper high-speed landlines. The rpa 
would instantly sense the different devices 
around it. At home, it might be audio and 
video players or computer printers, MP3 Mu- 
sic servers or Internet appliances that it can 
communicate with. At work, it might be se- 
cure corporate servers, other PDAS or soft- 
ware robots that schedule meetings. Mean- 
while, his phone would switch to local 
mode, acting like a cordless phone with a lo- 
cal base-station rather than a mobile, saving 
both money and batteries. The notebook 
would also connect automatically to a wire- 
less LAN thatoffered everything from video- 
conferencing to multi-player gaming. 


Back to earth 


Wishful thinking? Not entirely. Most of these 
things are possible today—albeit at incred- 
ible expense and with a level of complexity 
that would require an engineering degree. 
The whole point of the coming wireless tech- 
nologies is to make them so easy and cheap 
that using them becomes as common as us- 
ing a mobile phone itself. But for this, three 
things need to happen more or less simulta- 
neously. 

* First, the world's mobile networks must be 
replaced. Most of today's wireless digital 
networks are "circuit-switched". When you 
makeacall, youestablish an exclusive circuit 
thatisoneofonly a limited number that the » 
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network can handle at any one moment. 
When you finish the call, the connection is 
cut. This is fine for speech, which is what 
such networks were designed for. But it is a 
poor way to handle data. 

The problems are all too familiar to those 
who useconventional landlines and dial-up 
modems to connect to the Internet. It takes a 
long time (ten seconds or more) to make a 
connection. The connection is slow and re- 
mains open with the meter ticking, even 
during pauses between data transfers. And it 
is the user who has to initiate it. 

These networks need to be replaced by 
“packet-switched” networks which, being 
always on, can send and receive data (in In- 
ternet-like packets) whenever needed, with 
no pause to establish a link. Charges for to- 
day's "persistent" digital connections, such 
as a cable modem, pst (digital subscriber 
line) or ısDN (integrated services digital net- 
work), are typically either flat monthly fees 
or by volume of data transferred. Being per 
manently connected, a charge based on a 
rate-per-minute would be meaningless. 

A few packet-switched networks are al- 

ready in operation, ranging from Japan's i 
mode phones to the interactive paging net- 
works used in North America by Research in 
Motion's popular hand-held devices. But 
widespread adoption is waiting for a new 
generation of wireless technologies that 
range from upgrades of existing digital net- 
works to new 3c (third generation) networks 
that use different frequency bands (see box 
on next page). 
* The second requirement is to do the same 
at the individual level. By way of analogy, 
public mobile carriers are “wide-area net- 
works" (WANS). Then there are LANS, private 
versions of which may range no farther than 
a building. The new technology will take the 
progression to the next level: personal-area 
networks (PANs). These will be wireless net- 
works that connect the digital gadgets that a 
user carries around to each other, as well as 
to gadgets of other people nearby. 

Today, the closest thing to a PAN is the 
tangle of wires and some unreliable infra 
red connections that connect one computer 
to another. While it is possible to link com- 
puters, PDAs, mobile telephones, printers 
and the like together, each typically needs its 
own special connector, and each speaks a 
communications language unknown to the 
others. And, like the circuit-switched public 
wireless networks of today, each connection 
has to be established manually and tends to 
be designed for single use. 

Bluetooth aims to replace this collection 
of cables, docking cradles and incompatible 
standards with a tiny chip and antenna in 
each device. These will provide wireless con- 
nections all around. Using a mere trickle of 
power (thanks toits short range) and offering 
data rates of around one megabit per second 


REPORTS 


(ten times as fast as the serial cables or infra- 
red connections on the back of today's com- 
puters), Bluetooth will also provide a com- 
mon language that all devices—from phones 
tocomputer printers—can speak, at least at a 
basic level. 

• The last piece of the puzzle is toensure that, 
once these devices can talk to one another, 
they have something to say. Hence the data 
protocols and conventions that will run on 
top of the underlying Bluetooth communi- 
cations software. These are the instructions 
that will let a button on your headphones 
pause your MP3 player and switch to a 
phone call, or automatically switch your 
phone to quiet mode when entering a res- 
taurant or theatre. 

Unfortunately, this part of the jigsaw ex- 
ists mostly on paper. Without it, Bluetooth 
could fall by the wayside—as did previous 
attempts to let couch potatoes communicate 
with audio and videoequipmentin their liv- 
ing rooms using a single, universal, remote 
control. What killed such efforts in the past 
was a failure by manufacturers to agree on 
standards. Each maker adopted its own 
communications protocol, in the hope of 
locking customers into its products. If that 
happens this time—with, say, Ericsson 
headsets working only with Ericsson phones 
and ppas—then consumers can say goodbye 
to many of Bluetooth's benefits. 


Viking invasion 

There is little competition to Bluetooth as a 
replacement for wires at the personal level. 
From the start, the technology has been em- 
braced as a consumer product. Its roots lie in 
a proposal made in the mid-1990s for wire- 
lessly linking home audio and video sys 
tems, thus breaking the incompatibility log- 


jam that had ensnarled the consumer-elec- 


tronics industry. But as the mobile phone 
took off, manufacturers, led by Ericsson, 
quickly spotted the technology as the best 
way to bring their growing constellation of 
personal gadgets together and link them to 
wireless data networks. Recognising that 
marketing was as important as technology 
when consumers were involved, the indus- 
try group dispensed with the usual string of 
incomprehensible letters and numbers and 
named the technology after Harald Blatand 
(Bluetooth), a tenth-century Danish king 
whoconquered much of Scandinavia. 

As a communications technology, Blue 
tooth is not that revolutionary. It is derived 
from wireless standards that are already 
found in many commercial products—from 
digital cordless phones to wireless LANs. Like 
them, it uses а "spread-spectrum" technique 
that maps out all the unused frequencies 
within its assigned frequency band, and 
then spreads its signal over these scattered 
clear spots—automatically hopping from 
frequency to frequency more than а thou- њ 
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sand times a second. It constantly adjusts to 
changing noise and interference conditions, 
making the best use of the available frequen- 
cies wherever it finds itself. 

Like digital mobile phones, Bluetooth in- 
creases or decreases the strength of its trans- 
mission signal according to how far away the 
receiver Is, thus saving power. Again, like a 
digital mobile phone, it encrypts its signal 
and its frequency-hopping map so that its 
transmission cannot easily be intercepted or 
understood. And, like a range of consumer 
wireless devices from baby monitors to 
cordless phones, it operates in the 2.4-giga- 
hertz frequency range that is unlicensed in 
most countries. 

What makes Bluetooth specialis the way 
it scans its surrounding area, which is nor- 
mally a sphere with a radius of about ten 
metres, looking for devices that are in range 
and then checking their identification and 
access privileges. When it finds compatible 
devices, it establishes an ad-hoc network 





called a “piconet”—hooking up all the de- 
vices on a user's person, for instance. Several 
piconets can communicate with each other 
simultaneously, creating a "scatternet" that 
links, say, all the people around a conference 
table. Bluetooth devices can connect either 
like a simple wire, called “point-to-point”, 
or as what amounts to the server in a com- 
puter network, known as "point-to-multi- 
point" mode. 

Admittedly, most of these things could 
already be done by existing wireless LANs 
usinga standard known as 802.11b, which of- 
fers greater range, higher bandwidth (и 
megabits a second compared with Blue- 
tooth's one megabit a second) and greater 
compatibility with wired LANs. But plug-in 
circuit cards using this technology are aimed 
mainly at the corporate market because they 
are physically large, expensive and consume 
more power than most hand-held devices 
can tolerate. What is special about Bluetooth 
is that it is designed explicitly for the con- 


sumer market, in three important ways. If all 
three of these things are achieved, Bluetooth 
will be a spectacular success. Ifit failson any 
one of them, Bluetooth could go the way of 
the Betamax video standard. 


The lonely crowd 


The first of the advantages that Bluetooth of- 
fers is that it has been designed, from the 
ground up, to be cheap. Ideally, it should use 
a single chip with built-in radio-transmis- 
sion circuitry, selling for no more than $5. 
Bluetooth chips can have all, or just a few, of 
the range of possible functions, depending 
on the cost target. They can use their host's 
memory or have their own. They can sup- 
port full point-to-multipoint connections, 
or just the cheaper point-to-point. 

For now,cost remains a hurdle. Chip sets 
still sell for $25-50 apiece, and they may not 
reach the expected consumer sweet-spot of 
$suntil 20030r 2004. The first Bluetooth pro- 
ducts—the odd earpiece, phone and рс ac- p 
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cessory—are only now reaching the market. 
Next year should see the beginning of a 
proper consumer push, with products rang- 
ing from Bluetooth-enabled laptop comput- 
ers to digital cameras, printers and ppas. If, 
however, the cost does not come down 
quickly, Bluetooth may take many years to 
become as ubiquitous as its boosters hope. 

The second great advantage of Bluetooth 
is that it is, at heart, a passive technology. It is 
meant to work invisibly and automatically. 
Unlike cables and infra-red links, which re- 
quire the user to make a manual connection, 
Bluetooth devices sense each others’ pres- 
ence and connect and communicate spon- 
taneously whenever they need to. This 
creates the potential for all sorts of gadgets— 
from wristwatches to smart cards—to be- 
come connected, network-aware devices. 
There are already hints of this in the smart 
cards that you can wave over subway gates 
or office doors, or in wireless PDAs used to 
take orders in restaurants. Bluetooth would 
make a wireless connection as universal in 
hand-held devicesasan Internet connection 
has become in a desktop one. 

Fundamental to this is Bluetooth's em- 
brace of “ad-hoc networking", or the ability 
toform networkson thefly without having a 
single server device attending to many cli- 
ents. A person with a Bluetooth-equipped 
PDA could walk through Grand Central Sta- 
tion and unknowingly join and quit dozens 
of ad hoc networks between street and plat- 
form. Some might be piconets around other 
commuters with Bluetooth devices. Others 
could be part of the station itself, from vend- 
ing machines to information kiosks. In some 
cases (buying a ticket, for instance), the per- 
son might take advantage of the connection. 
Most of the time, however, the connection 
would be as fleeting and insignificant as eyes 
thataccidentally meet in a crowded street. 

Lastly, if Bluetooth is to come near to its 
much-hyped potential, it has to work better 
than other wireless devices. Anyone who 
has used anything from a baby monitor to a 
mobile phone knows that wireless often 
means trouble. Interference, lost connec- 
tions and limited range plague wireless de- 
vices today—especially those in the unli- 
censed band that Bluetooth will share. For a 
technology designed primarily to replace 
wires, this sort of unreliability would be 
disastrous; nobody wants to have to orient 
their printer at a particular angle to the com- 
puter just to get a page out, or to place their 
speakers next to their stereo to avoid hiss. 

With this in mind, Bluetooth has been 
designed to be the most fault-tolerant wire- 
less technology that consumers have ever 
been offered. It gets some of this through its 
spread-spectrum approach and its use of 
digital packets, which can tolerate drop-outs 
and resends without the user sensing a loss 
of quality. It also benefits from being limited 


14 


A person with a Bluetooth Poa could walk through Grand 
Central Station and unknowingly join and quit dozens of 
personal-area networks between street and platform. 


to a ten-metre range, which avoids all the 
dead-spot or network-congestion problems 
of mobile-phone networks. Bluetooth also 
hops around its frequencies faster than any 
other consumer wireless technology, which 
should allow it to adapt to changing radio 
conditions quicker than a cordless phone. 


Yes, but... 


For all Bluetooth's advantages, it is not with- 
out limitations. The most serious is that it 
will probably run into trouble when pushed 
much beyond its original role as a semi- 
smart replacement for a cable. Today, the 
main role for local-area wireless technology 
is to connect mobile devices to corporate 
LANS—a job that the existing 802.11b wireless 
standard was designed to do. Laptops with 





802.11b cards plugged into them can connect 
via local wireless "access points" (small 
boxes on the walls of conference rooms or in 
other open spaces) at high speed, and use all 
the network as if they were physically con- 
nected via a standard Ethernet cable. 

Bluetooth does not do this well. For a 
start, a piconet is restricted to eight devices. 
This in effect limits the number of users that 
a Bluetooth access point can support at any 
one time. 

Bandwidth is another issue. With just 
one megabit per second to share between all 
users, a Bluetooth wireless LAN will be drea- 
rily slow. And to extend its working range to 
that of 80241b (about 100 metres) the 
individual Bluetooth transmitters would 
have to boost their power output 100-fold, 
draining their batteries rapidly. 

There is also concern that Bluetooth de- 
vices will conflict with those using 802.11b, 
since the two technologies share the same 
frequency band. Studies suggest that operat- 
ing the two side-by-side can cut Bluetooth's 


already meagre bandwidth by as much as a 
third. And because Bluetooth is a simpler 
protocol without the identification and en- 
cryption built into 802.11b, it will take special 
software on both LAN and device sides to ac- 
complish what 802.11b does automatically. 

Indeed, the most important component 
of Bluetooth has yet to be built. As it stands, 
Bluetooth is just a dumb communications 
link. All the smart interactions between 
Bluetooth devices—from the way one such 
device controls another to the automatic 
synchronisation that is needed when two or 
more devices share the same data—will re- 
quire a sophisticated "applications layer" 
running on top of the Bluetooth link. As yet, 
almost no universal applications standards 
have been set for Bluetooth. 

For this, blame the makers. Although 
they gave inon acommon standard for Blue- 
tooth itself, manufacturers are still looking 
for ways to bend the technology to theirown 
advantage. Microsoft, for instance, wants its 
semi-proprietary “universal plug-and- 
play” standard to be included. Tough as it 
was toget the biggest companies from differ- 
ent industries to agree on a basic Bluetooth 
specification, it is going to be even harder to 
do the same for each application-specific 
standard—from simple tasks such as con- 
trolling music players to complex hand-over 
rules needed between public-wireless net- 
works and local cordless connections for 
phone calls. 

This does not mean that Bluetooth will 
bea failure. It just means that it will take lon- 
ger to reach its potential than today’s pre- 
launch claims suggest. Even with its more 
limited ambitions, it has taken 802.11 in all its 
versions (the “b” variant, which increased 
the bandwidth, has been around only since 
1997) the best part of a decade to become suf- 
ficiently cheap and functional to achieve its 
present modest level of market penetration. 
Laptop computers with 802.16 built into 
them are only now beginning to hit the 
streets. 

Bluetooth may be cheaper, but it faces 
many of the same chicken-and-egg pro- 
blems: why pay extra for a Bluetooth-en- 
abled printer if you do not have a Bluetooth- 
enabled laptop, and vice versa? Initially, 
Bluetooth devices may be sold in tandem— 
say, a headset with a phone—which risks 
Balkanising the standard with proprietary 
extensions. The fact is that until the 3G wire- 
less networks become a reality the potential 
of connected hand-held devices will remain 
untapped, restricting demand for Bluetooth. 
The wireless revolution is coming, but not as 
fastas the revolutionaries would like. a 
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Digital ink meets electronic paper 


E. 


FLEXIBLE DISPLAYS 


Printed with digital ink, electronic paper promises an era of reprogrammable 
newspapers, books, billboards, garments and even wallpaper 


ELCOME to the paperless office. 

Mind the pile of newspapers on the 
floor and ignore the stacks of books, files and 
magazines around the walls. Settle down in 
thiscitadel of high technology and enjoy the 
glorious 22-inch (56-centimetre) colour por- 
tal to the electronic world. Try to forget the 
fact that most serious reading is still done us- 
ing a technology that is 2,000 years old. 

It is no accident that, ten years into the 
information-technology revolution, people 
are still bound to paper. It has an awesome 
list of specifications: it is cheap, flexible, light, 
foldable and portable. It also offers good 
contrast and has high and even reflectivity, 
and it can be read from a wide range of an 
gles. Put a book or magazine back on the 
shelf and it will still be there years later. Bet 
ter still, it needs no batteries. 

Although the monitor of a desktop com 
puter can update itself with fresh informa- 
tion and can even show videos, its cathode- 
ray tube is power-hungry, fragile and hardly 
portable. Draw back the window blinds and 
the screen fades, becoming impossible to 
read in direct sunlight. The modern liquid- 
crystal screen in laptop computers, though 


lighter in weight, is even worse. Liquid-crys 
tal displays are pricier than cathode-ray 
tubes. And, while they are easier to read in 
sunlight, cheap monochrome liquid-crystal 
displays used in calculators, mobile phones 
and personal digital assistants all have many 
of the same flaws. 

Such problems have driven a two-de- 
cade search for something better. What was 
envisaged was some kind of "electronic pa- 
per"—a display with all the reflective quali- 
ties of paper, but one that could be updated 
electronically. Today, this science fantasy is 
becoming a reality. At least four companies 
are pioneering technologies for electronic 
paper and have prototypes in various stages 
of development. But their definitions ofelec- 
tronic paper depend largely on the imaging 
technology they have chosen. 

What they agree on, however, is that 
electronic paper needs to work by reflected 
light, just like real paper—because that is 
what the human eye has evolved to deal 
with. Most modern displays are lit from be- 
hind, so strong light merely competes with 
the image. But a display based on reflected 
light would actually improve when taken 
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outside. Also, electronic paper must con- 
sume no power after the text and images 
have been put on to it. And it needs to be 
comparable in weight and thickness to real 
paper and, ideally, to be foldable as well. 

The applications for such electronic pa- 
per would be almost limitless. It could form 
collapsable displays for hand-held devices 
and laptop computers. It could be used in 
signs and posters. If it could be made cheap 
enough, it could be used for billboard ad- 
vertisements or even as reprogrammable 
wallpaper. And if electronic paper could be 
made thin and flexible enough, it would be 
possible to make an entire book out of it—a 
reprogrammable paperback capable of 
holding a whole library. 


Digitising the ink 
When a coin is flipped, it lands in one of two 
positions—heads or tails. In short, it is bi-sta- 
ble. Each of the companies trying to make 
electronic paper is exploring displays with 
bi-stable components that are either reflec 
tive or non-reflective (ie, black or white). En- 
ergy is needed to put them into either posi- 
tion. But once there, they remain there. 
Imagine that a printed page were made 
of millions of incredibly tiny coins that are 
black on one side and white on the other. 
Those that form the letters would be black- 
side up; the rest white-side up. If all the coins 
were flipped to face white-side up, the text » 
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on the page would vanish. Electronic paper 
is based on this simple principle, with bi-sta- 
ble components being controlled by apply- 
ing an electric charge. 

E Ink Corporation isa firm that spun out 
of the Media Lab at the Massachusetts Insti- 
tute of Technology. The company’s name 
stands for electrophoretic ink, which is 
made up of minuscule switchable capsules 
of ink. Each 100-micron capsule (the thick- 
ness of a human hair) is dark blue when seen 
from above. But because the capsules con- 
tain positively charged particles of white 
pigment, these move to the top of a capsule 
and turn it white when a negative charge is 
applied. The result is a thin, flexible display, 
with a contrast that matches that of paper. 

The company’s first product is a rigid in- 
door display board called “Immedia”. The 
electrophoretic ink has been laminated on to 
a layer of circuitry controlled by standard 
display software. With a protective sponge 
backing, the signs are little more than smm 
thick. Because the signs are large, the resolu- 
tion needed is a very low 2-3 dpi (dots per 
inch). But the company claims to have pro- 
duced displays with resolutions of 200 dpi. 
(For comparison, a computer monitor works 
at 70 dpi and most laser printers these days 
deliver 600 dpi.) Like real paper, white-on- 
blue Immedia displays, measuring 44 inches 


by 15 inches, have high contrast in daylight 


and a wide viewing angle. They also con- 
sume little power—a thousand would use 
less energy than a standard light bulb. Other 
two-colour options are available, and E Ink 
says full colour is possible. 

E Ink’s displays have been tested around 
America in J.C. Penney department stores, 
Eckerd Drug Stores, on sandwich boards and 
by the Arizona Republic. The newspaper's 
trial showed how boards could carry daily 
news in locations around Phoenix, Arizona, 
using built-in two-way pagers that were 
controlled via the Internet. Other communi- 
cations options include the standard meth- 
ods of computer networking and wiring (eg, 
Ethernet and rs232). Meanwhile, the com- 
pany is developing an infra-red connection 
device, soits displays can be updated using a 
personal digital assistant such as a Palm Pi- 
lot. And, inevitably, there will be a Bluetooth 
option. “Bluetooth excites us, because multi- 
ple signs ina store could run offa single com- 
munications platform," says Jim Iuliano, E 
Ink's chief executive. 

Based on these trials, Mr Iuliano hopes 
that a retail revolution is about to occur. The 
company reckons that its Immedia boards 
are changing the way that retailers commu- 
nicate with customers, allowing shops to sell 
more goods or to generate more traffic. E Ink 
estimates that the market for point-of-sale 
advertising in America is worth $13 billion a 
year, but only a quarter of that is now ex- 
ploited by store-owners. Immedia displays 
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Transparent top electrode 


do not have to be designed, printed, mailed 
and hungeach time a new one is needed, but 
merely reprogrammed on the fly to take ad- 
vantage of changing needs during the day. 
Convenience stores could use them to re- 
mind customers to pick up milk, cereals and 
orange juiceearly in theday, and flowers and 
chocolate in the evening. 

At present, Immedia boards can be 
leased for $60-80 a month or purchased out- 
right for $1,000. Next year, E Ink plans to 
make fade-resistant Immedia displays for 
shop windows, and hopes to produce out- 
door signs and billboards. The company en- 
visages electronic books that can show vol- 
umes of information as easy as, literally, 
flipping a page. After that, "permanent" 
newspapers that update themselves daily 
via wireless broadcasts would be the next 
logical development. 

Clearly, Immedia displays, with their 
circuitry wired into the back, are not the be- 
all and end-all of electronic paper. Last June, 
Lucent Technologies licensed the plastic 
transistor technology developed at its Bell 
Labs research centre to E Ink in exchange for 
a minority stake in the fledgling company. 
This usesa grid of plastic transistorson topof 
the electrophoretic ink to create the electric 
fields needed to form the text and images. 
The “plastic” transistors are made of a mate- 
rial, known as "r-15", that is composed of 
huge organic molecules. Like conventional 
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semiconductors made from silicon, r-15's 
long, organic molecules are excellent carriers 
of electrons, but they are also flexible and 
transparent, and can be printed on a variety 
of surfaces—including cloth or even paper. 

This raises the possibility of being able to 
print the pager circuitry, along with the ink, 
on ordinary paper. If pages of this paper 
were then bound as a book, a microproces- 
sor, memory chip and battery could be 
stored in the spine. This would allow hun- 
dreds, even thousands, of books to be stored 
in a single volume that actually looked and 
felt like a real book. Experts reckon that such 
a digital book is only five years away. 


Paper chase 

The history of electronic paper goes back 
more than 20 years to an invention by Nick 
Sheridon of Xerox's Palo Alto Research Cen- 
tre (PARC) in California. Called Gyricon, the 
concept is based on a transparent sandwich 
of millions of charged “bi-chromal” beads, 
each measuring no more than 50-100 mi- 
crons in diameter. The whole sandwich is no 
thicker than five sheets of ordinary paper. 
The bi-chromal beads have one white hemi- 
sphere and one black, each hemisphere car- 
rying an opposing electrical charge. The 
beads—typically around 20m of them to a 
standard page—all sit in an oil-filled cavity. 
When a charge is applied to the surface of the 
sheet, the beads rotate (to reveal the relevant > 
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colour) and move to the top of the cavity. 
There they remain, because they have a sim- 
ilar density to the oil. 

The resultisa flexible display witha rela- 
tively low contrast ratio of six to one. PARC 
has already produced a long rubber sheet of 
it that can be cut to size. With the 50-micron 
beads used today, parc’s electronic paper 
has a resolution of 200 dpi. By moving to 30- 
micron beads, the resolution will increase to 
300 dpi. This is a little better than newsprint, 
and Gyricon can also supply several shades 
of grey. The difficult part, however, is im- 
printing text and images on to such a page. 
One early suggestion was to feed a Gyricon 
sheet through a printer-like device that 
transferred the appropriate pattern of elec- 
tric charges to the page. But this would have 
been little more than a photocopier with re- 
usable paper—an idea that had been tried 
before and had failed. 

Instead, Xerox is expected to pursue the 
idea of printing on Gyricon with a “magic 
wand”—a tool covered with an array of elec- 
tric contacts and memory devices. Drawing 
the wand over the "paper", or pulling it 
through a slot in the wand, transfers the de- 
sired charge pattern, and hence the words 
and images. One attraction of the wand- 
and-paper approach is that it could become 
a portable printer, copier, fax and scanner. 
That would broaden Gyricon's appeal, 
though not for busy commuters reading a 
48-page electronic newspaper while strap- 
hanging their way to work. 

If Gyricon is to succeed in the market- 
place, it will need to find some way of im- 
printing the paper direct—as E Ink is doing. 
Mr Sheridon, who believes that the "linear 
electrode array" (ie, wand) is the simplest 
way of transferring images to electronic pa- 
per, agrees that self-imprinting paper with a 
plastic transistor is probably the ultimate 
solution—but ten years away. 

With all its recent troubles, Xerox has 
been quiet about Gyricon developments. In 
June 1999, the company announced that 3M, 
in Minneapolis, was to develop the elec- 
tronic paper, although neither company 
£ave any hint of when it might be in mass 
production. Nor did Xerox show Gyricon at 
the annual International Display Research 
Conference in September. Sceptics point out 
that Xerox has a history of failing to com- 
mercialise great ideas developed inside 
parc—from Ethernet to the computer 
mouse,drop-down menus and the graphical 
user-interface popularised by Apple's Mac- 
intosh and Microsoft's Windows. Gyricon 
could end up going the same way. 

The most popular display technology 
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today is liquid crystal—found in everything 
from digital watches and calculators to mo- 
bile phones, flat-screen televisions and even 
microwave ovens. The liquid-crystal display 
(cp) relies on molecules with optical prop- 
erties that change from transparent to 
opaque when a charge is applied to them. 
Despite the promise of digital ink and elec- 
tronic paper, LCDs are hardly being threat- 
ened. Indeed, two companies—Kent Dis- 
plays of Kent, Ohio, and Hewlett-Packard of 
Palo Alto—are working on Lcps that are as 
bi-stable and reflective as electronic paper. 
While cagey about its technology, Hew- 


iiia: L. ALES 
The medium is the message 
lett-Packard is known to be exploring the use 
of slightly elastic liquid-crystal materials 
made up of molecules that can be stable in 
two different orientations, and so will not 
need energy to maintain the display. Mean- 
while, Kent Displays is working on "choles- 
teric" liquid crystals—so-called because the 
liquid-crystal material is made from choles- 
terol. The cholesteric-Lcp is chemically al- 
tered so that it is bi-stable, being reflective or 
non-reflective dependingon the direction of 
theelectric current applied to its surface. 
Ingeniously, Kent makes three versions 
of the display, which can reflect red, blue or 
green light—the primary colours from which 
all others are composed. By stacking the 
three versions as a sandwich, the company 
can produce a highly reflective 4,000-colour 
display with a contrast ratio as good as ink 
on paper. Because it works by reflected light, 
its contrast ratio (normally 20 to 1) gets even 
better when taken out into the sunlight. As it 
can be switched from reflective to non-re- 
flective in a brisk 30 milliseconds, Kent's col- 
our display can also show videos. In addi- 
tion, because the cholesteric-Lcp does not 
work until the electric current applied to it 


Thanks to digital ink, newspapers, books, billboards, walls 
and even r-shirts will become interactive, animated and 


even change by the hour. 


THE ECONOMIST TECHNOLOGY QUARTERLY DECEMBER 9TH 2000 





reaches a certain threshold, there is little 
“cross-talk” between neighbouring ele- 
ments in the display. As a result, a much sim- 
pler and cheaper form of wiring can be used 
to imprint the individual picture elements in 
the display and switch them on and off. In 
production, a six-inch display costs $300. 
Kent has not stopped at full colour. The 
company has created a prototype electronic 
book with Honeywell and the Pentagon's 
Defence Advanced Research Projects 
Agency. By adding a fourth layer capable of 
reflecting infra-red radiation to the sand- 


wich, the electronic book can be read in the 
dark with night-vision goggles. Anything 


emissive, such as a backlit laptop display, 
would be too bright and too easily detected 
by enemy surveillance in the battlefield at 
night. But can a cholesteric display be con- 


sidered electronic paper? Though only | 


1.5mm thick, it still needs a rigid plastic sur- 
face. That means it cannot be folded or even 
furled. These are mere catch-phrases, says 
Mr Miceli. “What we are talking about here is 
a technology that allows images to be dis- 
played that do not require power.” 


Writing on the wall 


Although getting better all the time, display — 


technology—and the related constraint of 
battery life—has been a limiting factor in the 
development of portable consumer elec- 
tronics. That is because existing displays 
have to be refreshed continuously. Re- 
searchers reckon that, all things being equal, 
bi-stable displays consume less than a hun- 
dredth of the power used in refreshed dis- 
plays. That could translate into either much 
smaller batteries or a much longer period be- 
tween charges. 

Kent may be the first to deliver a con- 
sumer display, but E Ink has a highly visible 
product in the marketplace and seems to be 
beating a steady path to the ultimate goal of 
producing a real digital alternative to the 
book, magazine or newspaper. On price, Xe- 
rox could still succeed with Gyricon. As an 
alternative to newsprint, Kent’s cholesteric 
display is not in the running, while E Ink’s 
product is estimated to cost $10 a page and 


Xerox’s only $20 a square metre. But Kent — 


questions whether its rivals really can pro- 
duce their display materials plus their drive 
mechanisms for those kinds of prices. 

With so many different applications, 
however, the $30 billion market for elec- 
tronic displays would seem big enough for 
all. One thing is certain: the dramatic decline 
in cost and power-consumption of elec- 
tronic displays is going to transform the way 
they are used. Newspapers, books, posters, 
walls and even t-shirts will no longer be 
passive objects with fixed messages printed 
on them. They will become interactive, ani- 
mated and even change by the hour. Wel- 
come to the truly paperless world. E 
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Last chance for 


micromachines 
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MACHINES ON A CHIP 


Microsystems are supposed to do for mechanical, optical and chemical devices 
what microelectronics has done for semiconductors. But while microsystems have 
promised much, they have delivered little so far. That is about to change 


М A classic 1966 science-fiction film, “Еап- 

tastic Voyage", a submarine and its crew 
are shrunk to a microscopic size, and travel 
through the bloodstream of a scientist to re- 
move aclotin his brain with an on-board la- 
ser. In the film, the shrinking technique in- 
volves some suitably woolly notions about 
reducing the size of atoms—not an option in 
the real world. But the idea of making micro- 
scopic machinery has inspired several gen- 
erations of engineers. 

And why not? After all, integrated cir- 
cuits have shrunk to microscopic size over 
the past three decades, and they continue to 
diminish rapidly. By cramming more tran- 
sistors closer together, silicon chips improve 
in speed and sophistication every year. This 
means that microelectronics can power a 
multitude of increasingly demanding appli- 
cations, such as digital video-disc players 
and web servers, which were practically un- 
heard of a decade ago. As a result, huge 
amounts of money are pumped into making 
those little transistors ever smaller. 

Copying this virtuouscircle for anything 
other than microelectronics has, however, 
proved difficult. Despite more than 20 years 
of кар in the field known as microsystems, 
there is little to show for the much-hyped 
notion that shrinking chemistry labs, me- 
chanical devices and optical systems will 
bring benefits comparable to what the sili- 
con chip has achieved for electronics. 

To be fair, microsystems have made 
some inroads. One often-cited example is 
the crash sensor in airbag systems. This sen- 
sor works by detecting the motion of a mi- 
croscopic lever during impact. The heads of 
ink-jet printers and hard-disk drives are also 
microsystems: one to produce microscopic 
jets of ink, the other to adjust mechanically 
the position of the magnetic sensors that fly 
above the disk's surface. 

But this is still a farcry from the wealth of 
products and the surge of industrial activity 
that microelectronics has spurred. Indeed, 
the disappointment has been so great in re- 
cent years that some government funding 
agencies have tired of launching pro- 
grammes for microsystems research, and 
have moved on to the next small thing, na- 
notechnology. Yet they are making this 
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Chemistry set on a chip 


switch just as some profitable applications 
are at last starting to emerge from microsys- 
tems. 

Mechanical miniaturisation has a long 
and noble history that predates microelec- 
tronics. Wristwatches, for example, were a 
miracle of minute craftsmanship in their 
day. But the secret of the success of micro- 
electronics is not just size. What makes sili- 
con chips so powerful is the extremely effi- 
cient way that integrated circuits are 
fabricated and wired together on the surface 
of a chip. No laborious soldering of compo- 
nents is necessary. Instead, a technique 
known as photolithography allows the pat- 
tern of millions of transistors and associated 
wiring on a metallic mask to be copied pho- 
tographically on to a sliver of silicon in a 
flash of ultra-violet light. 

Photolithography is such a rapid and ro- 
bust technique that a whole industry has 
evolved to supply the equipment, including 
multimillion-dollar clean rooms that are 
needed to protect chips from dust particles 
during processing. So the best way of making 
microsystems is to adapt the techniques of 
microelectronics for other purposes. 


Chips with everything 

But piggybacking on the tools of the micro- 
electronics industry has not proved easy. 
One reason for this is that, in order to make 
moving mechanical parts (rather than static 





circuitry) on a silicon chip, researchers have 
had to develop all sorts of clever techniques 
for chiselling away at the silicon. The subse- 
quent lack of standardisation has made it 
hard to translate laboratory prototypes into 
industrial production. 

Another reason is that the field has 
tended to evolve more from technological 
push than from market pull. Optimists argue 
that this is the hallmark of a disruptive tech- 
nology, which challenges the industrial sta- 
tus quo. Cynics suggest that it is more a sign 
of an overly academic field, in which re- 
searchers are forever improving their latest 
prototype rather than working out what the 
market actually needs. Judging by recent 
events, both groups have a point. 

The boom in optical telecommunica- 
tions, spurred by the explosive growth of the 
Internet, caught microsystems researchers 
off-guard. For at least a decade, such re- 
searchers have been making micromirrors 
and microlenses to bounce a laser beam 
around on the surface of a chip. But until a 
couple of years ago, this seemed a recondite 
field of research with few obvious practical 
applications. Then along came the demand 
for optical switches that could re-route doz- 
ens of light beams at a time, from one optical 
fibre to another. This turns out to be just the 
kind of thing that arrays of micromirrors can 
do rather well. 

Because micromirrors are so small, they 
can move fast. Still, switching a mechanical 
mirror from one position to another takes 
milliseconds—an aeon compared with the 
time needed to turn an electronic transistor 
onandoff.So how has a humble mechanical 
device managed to get a foot in the door of 
high-performance — telecommunications? 
The reason is that the bits of information in 
an optical signal flicker by so fast that even 
electronic transistors cannot keep pace. 
Putting any electronics in the path of a fibre- 
optic transmission needlessly slows the in- 
formation down. A micromirror, on the 
other hand, does not disturb the train of op- 
tical ones and zeros at all; it just redirects 
larger packets of digital information, which 
come at intervals that the mechanical sys- 
temscan keep up with. 

The market for all-optical switches, 
worth less than $50m in 1999, is expected to 
grow to more than $3 billion by 2004. Such 
expectations are causing a host of new firms 
to race to market with a variety of all-optical 
switches. Last March, Optical Micro-Ma- 
chines of San Diego installed micromirror- 
based switches on an optical network in 
Oakland, California. At least four other start- 
ups have similar products in the pipeline. 

Another consequence of this boom is 
that big telecommunications firms have 
moved quickly to buy up smaller microsys- 
tems producers to ensure that they have in- 
house know-how. Nortel Networks, JDs » 
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Uniphase and Corning have all acquired _ 
microsystems firms in the first half of 
2000. Nortel, for example, paid $325 - A 
billion foran optical-switch cas 
called Xros and $1.43 billion for — 
CoreTek, which makes com- - 
parable microsystems for tun- _ 
able lasers. 
While its rivals have ben | 
| making strategic acquisitions, - 
` Lucent,ooneoftheworld'slead- —— 
f ^ ing optical-technology compa- 
nies, prefers (о rely on itsown re _ 
sources. Lucent's — WaveStar - 
LambdaRouter, based on technol- - 
ogy developed at Bell Labs, the firm's _ 
едык eia mre e К: 
micromirrors, each of which сап be flipped 
on and off in а matter of tens of milliseconds. 
The beauty of the micromirror solution for — 
companies such as Lucent is that itis emi- — 
nently “upwardly compatible”. Unlike elec- - 
tronic switches, the mirrors do not need tobe _ 
modified if a different optical wavelength or a 
transfer protocol is used. Because 75% of the — 
data transfers around the world are between _ 
the world's 100 largest cities, most of which — 
will be upgrading to all-optical networks, _ 
Lucent and others will be able to tap into a _ 
lucrative market. 
Yet, crucial as optical switches may beto - 
optical networks, the market for them is not - 
infinite. They are not needed in consumer 
items, such as personal computers. Also, in a _ 
world where built-in obsolescence is the _ 
rule, the demand may eventually be satu- _ 
rated. Technically, there is something quaint 
about the idea ofa bunch of mirrors flapping _ 
away on а chip to redirect light signals. There — 
are many other ways to steer a beam of light. — 
The age of the micromirror for optical - 
switching could thus be brief. 
That is not to say that micromirrors area 9 : 
bad idea. Optical switching has eclipsed _ 
some other promising applications of the - 3 
technology. For instance, Texas Instruments - 
(тї) has been working with the idea for more _ 
than ten years. Its digital light-processing — - 
(n.r) technology is based on chips a cen- 
timetre across on which there are nearly half 
a million independently movable mirrors, - 
each only about 15 microns (millionth of a 
metre) wide. A digital imagecan be projected _ 
from such an array by scanning red, blue _ 
and green light (the primary colours of - 
which others are composed) over the whole 
array, and switching the mirrors to reflectthe — 
colour corresponding to a given picture ele- - 
ment (“pixel”)in the image on to a screen. — 
DLP was originally thought up by Tı asa 3 
digital alternative to the overhead projector. 
The firm has since joined forces with Techni- 
color Digital Cinema to develop the technol- 
ogy for the silver screen. The partners an- 
nounced plans in July to expand their DLP 
Option 3 - Y axis cinema technology, which has thrilled test» — 


Flipping light 
Micromirrors on a chip 












Shown here: 
One of an array of 256 microscopic mirrors, 
each no bigger than a pin head, tilts to 
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Tainan, the new science city being built in the south of 
Taiwan, aims to do for microsystems what Hsinchu in the 
north did for microelectronics. 


audiences with its dazzling colours and pin- 
sharp images. Meanwhile, in partnership 
with Hitachi, Tı is working on a pi» televi- 
sion that will be introduced in December 
2000. This will be the first consumer applica- 
tion for the technology. 
If telecommunications can profit from 
microsystems, what about that other rebom 
business, biotechnology? рма chips made a 
big stir a couple of years ago as the next hot 
thing in analytical biochemistry. Since such 
chips are, in essence, just static arrays of dif- 
ferent chemical compounds, they hardly 
qualify as clever microsystems. But on the 
technological horizon is the more ambitious 
concept of a complete, programmable 
chemistry laboratory on a chip. This cer- 
tainly qualifies as a microsystem. What has 
been in doubt is whether such a device could 
ever become practical. 
At the heart of the lab-on-a-chip con- 
cept are microsystems for handling lig- 
uids—a sort of miniaturisation of the me- 
chanical pumps and valves that are used in 
. hydraulics, In sufficiently narrow channels, 
only a few tens of microns across, water 

flows without turbulence—a state known as 

laminar flow. The lack of turbulence means 

that different liquids hardly mix. It is there- 
_ fore possible to transport short “plugs” of 
chemical solutions in a laminar flow of wa- 
ter, from one part of a chip to another, with- 
out dilution. 

Much like the unexpected boost that mi- 
cromirrors got recently from the boom in all- 
optical networks, the lab-on-a-chip concept 
is riding high on the success of the Human 
Genome Project, which has stimulated huge 
investments in new techniques for sequenc- 
ing DNA. The turning-point came in Septem- 
ber 1999 when Agilent Technologies, a Hew- 
lett-Packard unit that was floated off as a 
separate enterprise, began marketing a pro- 
duct called LabChip—a glass chip the size of 
a one-cent coin designed to carry out the 
biochemical steps for analysing DNA. 

In the LabChip, which Agilent de- 
veloped with Caliper Technologies, chemi- 
cal reagents are pumped outof minute reser- 
voirs through microchannels on the chip, 
using so-called electro-osmotic transport. 
This method of shifting liquids around uses 
integrated microelectrodes to create voltage 
differences along the microchannels. The re- 
sulting electric fields propel charged ions in 
the liquid, dragging the rest of the liquid 
along with them. By switching the voltages 
in the microchannels in the right sequence, it 
is possible to create the liquid equivalents of 
mechanical valves and pumps on a chip 
without moving parts. This is a big advan- 


20 


tage, because mechanical pumps exert large 
hydraulic pressures to push liquids through 
such narrow channels, where the resistance 
to flow becomes enormous. 

Agilent will not have the field to itself for 
long. There are already more than a dozen 
other contenders that want to be lab-on-a- 
chip providers. Each has its own angle and 
patents. Orchid Biosystems, a Princeton- 
based company, is integrating its micro- 
fluidics technology into a device called 
MegasNPatron that will accelerate the analy- 
sis of DNA variations. The device allows an 
array of some 100 rows by 100 columns of 
microchannels to deliver different combina- 
tions of chemical reagents to thousands of 
microreactors at the intersections of the 
channels, making it possible to synthesise 
thousands of slightly different DNA mole- 
cules on a single chip. In a sense, this is a pro- 
grammable version of the static DNA chips 
that were promoted widely a few years ago. 

Orchid intends to offer the services of its 
Megasnratron to the drug industry, for a fee. 
It has already signed up a number of 
pharmaceutical and biotech customers. This 
serves as a reminder to other lab-on-a-chip 
hopefuls that, at the end of the day, many 
will have to collaborate with, or risk being 
acquired by, the big drug firms. Making mat- 
ters even tougher for the start-ups, Novartis 
and other drug firms are boosting their own 
in-house research in the field. Nor is interest 
limited to the drug industry. Motorola, 
which supplies microsensors and other 
miniature devices to the motor industry, is 
also investing in lab-on-a-chip research. 


But where’s the market? 


With all this enthusiasm, where are the mass 
markets? Despite much talk of point-of-care 
chips able to analyse blood samples in the 
doctor's office, at the hospital bed or even in 
the home, the technology is a long way from 
any sort of consumer product. Technically, 
nobody knows how to make a lab-on-a- 
chip thatcan work with something as messy 
as a drop of blood. In practice, the technol- 
ogy is still at the stage where the chips can 
handle only highly purified forms of biomo- 
lecules. For the time being, the lab-on-a-chip 
(unlike the computer-on-a-chip) will re- 
main a niche product for technicians rather 
than thegeneral public. 

Thanks to market pull from 
the telecoms and biotech busi- , 
nesses, the status of microsys- 
tems has risen from industrial 
underachiever to stockmarket 
darling in less than a year. But 
there is some way togo before mi- 










crosystems can compete with microelec- 
tronics for investor interest. Indeed, some 
analysts say the comparison with microelec- 
tronics is misleading, and that microsystems 
will only fare well in niche markets, such as 
micromirrors, using a special “fab” (fabrica- 
tion plant) for each application. 

But this misses the point. Microsystems 
could add value to a huge range of consumer 
products—in much the same way that mi- 
croelectronics has done. Indeed, a number 
of mass-produced microsystems are already 
finding their way discreetly into various 
consumer items—for instance, as micro- 
scopic gyroscopes in the joysticks used with 
computer games. In most cases, however, 
such applications are notexactly ubiquitous. 
Nor dothey command high prices. 

Standardisation is the answer—espe- 
cially on the production line. One way to 
achieve this with microsystems is to estab- 
lish multi-user "silicon foundries"—places 
where industrial customers can have a wide 
range of designs mass-produced in much 
the same way that asic chips (application 
specific integrated circuits) are made today. 
So far, however, there is only a handful of 
such foundries in America and Europe, and 
each has its own production standards. 

An alternative approach is for technol- 
ogy brokers to set up a seamless supply chain 
for microsystems customers, from concept 
to production and packaging, using which- 
ever fab is best suited to a given application. 
Microcosm,an American producer of design 
software, is building alliances with micro- 
systems fabs, in order to ease the barrier to 
entry for non-specialist companies. Not to 
be underestimated are the big microelec- 
tronics companies. Many of these—includ- 
ing sr Microelectronics in Europe as well as 
Motorola in America--have built a micro- 
systems expertise for use in avionics and the 
motor industry. 

Farther into the future, microsystems 
may follow another cost-cutting trend that 
microelectronics went through years ago, by 
moving production to Asia. In Taiwan, for 
instance, microelectronics producers are 
cautiously eyeing the microsystems market. 
They have dozens of microelectronics fabs 
that are getting too old for state-of-the-art 
chip production but could easily be con- 
verted to produce some types of microsys- 
tems. Tainan, the new science city in the 
south of Taiwan, aims to do for microsys- 
tems and information technology what 
Hsinchu in the north did for microelectron- 
ics and personal computers. Con- 
sidering that a third of the world's 
memory chips and half its lap- 
tops are now produced around 
Hsinchu, this should give food 

for thought to anybody who be- 
lieves that microsystems will 
remainacottageindustry. $ 
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After the genome 


PROTEOMICS EN 


A genome is the name for the full complement of genes in an organism. A 
proteome is its full complement of proteins. Know it, and you will be a long way 


towards knowing how bodies really works 


OMETIMES when you climb a mountain, 
the first thing you see from the top is a 
bigger mountain beyond it. Explorers 
reached the summit of Mount Genome (or, 
atleast, the human version of it) at the end of 
June. They planted their flags, fought a little 
about who had actually set foot on the peak 
first, and then shook hands and proclaimed 
the race a tie. Then they looked up. Looming 
above them was Mount Proteome. It was 
big—so big they could not even see the peak. 
Climbing Mount Genome—ie, sequenc- 
ing the full complement of human pNa— 
was actually rather easy. Almost all the cells 
in an organism have the same genes in their 
nuclei, so it does not matter much which you 
pick. All you care about is the order of the ge- 
netic "letters", the chemical bases in which 
the genetic language is written. And though 
the surveyors are still arguing about its exact 
size, the human genome will probably turn 
out to be surprisingly small, about 40,000 
genes. 
Proteins are far more complex beasts. 
First, each type of cell has a different comple- 


ment of proteins, and there are more than 
200 different types of cell in a human body. 
To complete the human proteome, each will 
have to be sampled. Second, the proteins 
manufactured by a given cell vary with time, 
with the instructions the cell is receiving 
from the outside world, and with the cell’s 
state of health. And third, there are a lot of 
them. The old, naive idea that each gene car- 
ries the instructions for making a single pro- 
tein is looking just that: old and naive. Pro- 
teins, it has been found, are chopped and 
changed a great deal in order to do their jobs. 
The result is that nobody knows how many 
different human proteins there are. But there 
could be as many asa million. 

That is a really tall mountain to climb. 
And climbing it requires the development of 
a lot more technological tricks than did se- 
quencing DNA. But climbed it must be. For 
the dirty secret of the Human Genome Pro- 


ject is that knowing the genes alone is of lim- 


ited value. Water aside, almost everything in 
a human body is made either of proteins or 
by proteins. The real value, medically and fi- 
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A bug's life: the protein Escherichia coli 
makes when it feels cold 


nancially, therefore lies in the proteins. They 
can actas the basis for early diagnosis of dis- 
eases, particularly if they can be detected in 
the blood as well as in the tissue in question. 
They can serve as markers to check the effec- 
tiveness of experimental treatments. And 
they can act as the targets for drugs. 

The start of proteomics is purification. 
Traditionally, this is done by gel electropho- 
resis—a process that uses an electric current 
to pull protein molecules through a sub- 
stance called polyacrylamide. The poly- 
acrylamide is spread in a thin layer оп а glass 
sheet that is placed between two electrodes, 
with a spot of the protein mixture to be sepa- 
rated dabbed on to it. 

The speed at which a protein molecule 
passes through the gaps between the poly- 
acrylamide molecules (which look, if mag- 
nified enough, like a woolly tangle) depends 
on its size and its electric charge. In turn, its 
electric charge depends partly on its compo- 
sition and partly on the local acidity of the 
gel, which can be made to vary from one 
edge of the plate to the other. That means 
that the proteins in a spot can be sorted first 
according to their electric charges—by pull- 
ing them in the direction along which acidity 
varies—and then with the plate turned 
around 90° so that they are running along 
paths of constant acidity, they can be sorted 
by size. Since few proteins have both the 
same charge and the same weight, this two- 
stage process can separate a mixture con- 
taining more than 1,000 different kinds. That 
is enough to deal with the protein comple- 
ments of most individual cells. 

Even this comparatively simple separa- 
tion can yield a lot of useful information. It is 
possible, for example, to compare healthy 
and diseased tissue without having to worry 
about the identity of every spot on the gel. If 
a spot is bigger or smaller in diseased tissue 
compared with healthy tissue, or if a protein 
appears or disappears completely, investi- 
£ations can be focused on the protein in 
question. Making these comparisons by eye, 
though, is unreliable—especially if more 
than two plates need to be compared with 
one another.So several companies are work- 
ing on mechanising the process. 

Scimagix, a firm based in Redwood 
Shores, California, and Parke-Davis, a large 
pharmaceutical firm, are collaborating to 
customise Scimagix's Scientific Image Man- 
agement System (sims) to handle images of 
the gels. sims is a way of storing and match- 
ing images that works by analysing each im- 
age in its data bank into 70 different “dimen- 
sions"—such things as colour, texture, size 
and shape. This, in effect, turns the image 
into a searchable document. Just as an In- 
ternet search engine can find relevant docu- 
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ments from a handful of words, so sims can 
find relevant images from the values of ap- 
"' propriate dimensions. That makes it easy to 
-= compare gel plates, to search for similar pat- 
terns in the database, and to spot the differ- 
ences between those pattems—in short, to 
find the proteins of interest. Since the data- 
base frequently contains pictures of the tis- 
sue sample from which proteins have been 
extracted, anatomical changes in those sam- 
ples can be linked to biochemical ones. 

In Britain, Oxford GlycoSciences is de- 
veloping a slightly different way of storing 
and comparing images. In this case, the com- 
pany's software is able, using a statistical 
technique called warping, to “morph” the 
images of plates so that slight variations be- 
tween the positions of spots representing 
different proteins are edited out. That makes 
comparing many different gels—of, say, va- 
rious stages of a disease—far easier. But im- 
ages of spots do not automatically tell you 
what the spots are made of. For that, the 
spots have to be analysed, or matched with 
others that have already been analysed. 


Thechain gang 

Protein molecules are chains of sub-units 
called aminoacids (theorder ofthe bases in a 
gene specifies theorder of the amino acids in 
a protein—at least until the chopping and 
changing starts). Analysing proteins in order 





'- to work out which amino acids they are 


composed of is done by a process called 
time-of-flight mass spectrometry. Like gel 
electrophoresis, the basic technology for this 
is well known. But if proteomics researchers 
are ever to scale their mountain, this process, 
too, will have to be automated. 

Time-of-flight mass spectroscopy 
works, like electrophoresis, by moving mol- 
ecules through an electric field. In this case, 
the molecules are protein fragments called 
peptides, and they are moved through a vac- 
uum rather than a gel. The speed with which 
a fragment crosses a mass spectrometer's 
vacuum chamber (in other words, its “time 
of flight") is related to its mass, and its mass 
reflects its composition. It is thus possible to 
build up a picture of a protein's composition 
by mass spectrometry. 

Simple enough in principle, but enor- 
mously time-consuming. First, a protein- 
containing spot has to be cut from its gel. 
Then the protein has tobe extracted, purified 
and broken into peptide fragments. The pep- 
tides must be loaded into the mass spec- 
trometer, the machine run and the results in- 
terpreted. Prizes, therefore, will go to those 
whocan mechanise the process. 

Oxford GlycoSciences claims to have 





done so. The firm’s new laboratory in Didcot 
has chemistry “work-stations” that have 
completely automated the preparation and 
mass spectrometry of gel spots. An operator 
can use the firm’s morphing and plate-com- 
parison software to select particular spots 
from particular plates, and then press a met- 
aphorical button labelled “analyse”. The 
work-station will do the rest—from retriev- 
ing the plates tocollecting the data at theend. 
The data are then interpreted by comparing 
them with a database of the human genome. 

This allows the peptides to be put back 
together in a sensible order, thus re- 
constructing the original protein. Mass spec- 
trometry gives the molecular weight of each 
peptide, and that provides a good idea of its 
component amino acids. There are 20 amino 
acids available for making proteins, and 
each has a different molecular weight. So, 
provided a peptide is not too big, its weight 
will tell you what it is made of, though not 
theorder in which the amino acids occur. 

Once, that order could be found outonly 
by breaking the peptides up and looking at 
the differences in weight between the frag- 
ments. These correspond to the amino-acid 
differences between the fragments, allowing 
a full sequence to be established. Oxford 
GlycoScience’s software, however, can do 
the job more directly by using the recently 
completed database of the human genome. 
It does this by searching through the genetic 
letters in the database to find sequences that 
could correspond to a particular peptide. 
Even if there is more than one of these, the 
correct one will be shown up by the nearby 
presence of sequences corresponding to the 
other peptides in the protein. Once it is 
working at full steam, Oxford GlycoSciences 
expects its Didcot operation to be able to 
handle thousands of proteins а day. 

Gel electrophoresis is not, however, the 
only way to sort proteins. Several firms, in- 
cluding Millennium Predictive Medicine, in 
Cambridge, Massachusetts, prefer a tech- 
nique called high-pressure liquid chro- 
matography (HPLC). 

This involves forcing the protein mixture 
through a column, rather than teasing it out 
on a flat gel. The column is filled with a po- 
rous matrix, and the proteins to be sorted are 
passed through it in solution. As the solution 
is forced along the column, the proteins in it 
spend part of their time dissolved, and part 
stuck to the matrix. The more time they 
spend stuck to the matrix, the longer they 
take togetto theend of thecolumn. 

The way proteins separate during HPLC 
depends on the chemical natures of the ma- 
trix and the solvent. It is possible to sort them 


Water aside, almost everything in a human body is made 
either of proteins or by proteins. The real value, medically 
and financially, therefore lies in those proteins. 
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by size and electric charge, but also by more 
subtle criteria, such as how soluble they are 
in different solvents. This allows separations 
to be made in more than two "dimensions", 
according to different chemical criteria. It 
even permits the output from one column to 
be used as the input to another. It also opens 
up the possibility of continous, rather than 
batch processing, since columns, unlike gel 
plates,can be re-used. 

Another advantage of HPLC is that the 
output can be fed directly into a mass spec- 
trometer. And even though a single chro- 
matographic run may spit out a number of 
different proteins simultaneously, suffi- 
ciently sophisticated computing allows such 
mixtures of proteins to be analysed in onego. 
Millennium's human-genome-linked soft- 
ware, known as SpectrumMill, can make 
sense of the mixture—sorting it into individ- 
ual proteins from the mixed bunch of pep- 
tides that arrive in the detector by locating 
their genetic origins and seeing which pep- 
tides cluster together. 

That enables the firm to study diagnostic 
techniques without resorting to the gel-im- 
aging employed by Scimagix and Oxford 
GlycoSciences. Samples taken from ill and 
healthy individuals, or from tissue cultures 
grown from those individuals, can be 
“milled” to discover the differences. 

This technique is already proving its 
worth. According to Brad Guild, the com- 
pany'sdirector of protein biochemistry, Mil- 
lennium has identified 36 proteins that may 
act as markers for ovarian cancer. If some of 
these are released into the blood (which has 
yet to be determined) it should be possible to 
develop an easily administered test for the 
disease. A similar search for proteins that 
might predict Alzheimer’s disease is now 
underway, and one for arthritis is planned. 


Getting in shape 
There is one other way in which proteins dif- 
fer fundamentally from genes. A gene is ba- 
sically a tape. Even though it is twisted up 
into the famous double helix, all that matters 
is the order of the bases that form it. In a pro- 
tein, things are the other way around. The 
shape that the amino-acid chain wraps itself 
up into is critical to its function. For example, 
the muscle proteins, actin and myosin, are 
long and ratchet-shaped. As the ratchets 
move in and out, so the muscle contracts and 
relaxes. By contrast, haemoglobin, the pro- 
tein that makes blood red, is globular and 
has a space at its centre that is just the right fit 
for an oxygen molecule. The order of a pro- 
tein’s amino acids, by contrast, is relevant 
only in so far as it defines these shapes. Some 
amino acids are, indeed, vital in particular 
places, but many are padding. 

A protein's shape is also medically im- 
portant. Most drugs work by docking with a 
protein molecule, and they have to fit the » 
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cranny they enter quite precisely. Knowing 
what the relevant cranny looks like—and 
thus what sort of drug molecules will fit into 
it—is thus valuable information. At present, 
the 3-p structure of a protein is worked out 
in one of two ways: x-ray crystallography 
and nuclear-magnetic resonance (NMR) im- 
aging. Both rely on havinga protein's amino- 
acid sequence in the bag, and both have 
strengths and weaknesses. 

The strength of x-ray crystallography is 
that itcan be used on proteins of any size. Its 
weakness is that, as its name implies, you 
have to have a crystal of the protein in ques- 
tion—and by no means all proteins are ame- 
nable to crystallisation. 

The process works by bathing the crystal 
with x-rays and taking a photograph of 
those x-rays after their passage through it. x- 
rays are merely a form of high-energy light. 
Like light, they are waves. And when a wave 
meets an obstacle of about the same size as 
its wavelength, it is scattered in a process 
known as diffraction. x-rays have a wave- 
length similar to the dimensions of atoms. 
When passed through a crystal, the result is a 
pattern of spots which, if interpreted cor- 
rectly, can be used to calculate the positions 
of the original atoms. 

In doing that calculation, it helps a lot if 
you know what the atoms in question 
are—in other words, the amino-acid se- 
quence. Even so, it requires a great deal of 
number-crunching, and therefore lots of 
computer power. It also requires high-qual- 
ity x-rays, and the machines for generating 
these are expensive. In the past, therefore, x- 
ray crystallography has been something of a 
“boutique” industry. It has resulted in a few 
drugs, but has yet to hit the big time. 

Several outfits are, nevertheless, trying to 
speed up the process. One is American-gov- 
ernment-funded. This is the National Insti- 
tutes of Health’s Protein Structure Initiative 
(psi). Its aim, according to John Norvell, the 
initiative's director, is to solve 10,000 protein 
structures over the next decade—and, by 
picking those 10,000 carefully so that they 
represent different protein "families", to go a 
long way towards solving the others. 

The рї resembles the American arm of 
the Human Genome Project. The National 
Institutes of Health—or, rather, the National 
Institute of General Medical Sciences, one of 
its component bodies—is farming the pro- 
ject out to seven centres at American re- 
search institutions. These groups will spend 
the next five years developing better and 
cheaper methods to produce, purify and 
crystallise proteins. This, it is hoped, will 
bring the cost of working out a protein's 
structure down from $100,000 to less than 
$20,000. Each group would then be turning 
outaround 200 structures a year. 

Its modus operandi, however, is not the 
only way in which the rst resembles the Hu- 
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man Genome Project. It also resembles it in 
that private competitors are gearing up to do 
more or less the same thing in competition 
with it. The two most ambitious of these, 
Structural GenomiX and Syrrx Genomics, 
both based in San Diego, think they have al- 
ready solved the crystallisation question, al- 
though their solutions differ slightly. 

Structural GenomiX reckons that its 
edge lies in the ability to get recalcitrant pro- 
teins to crystallise in the first place. In a spe- 
cially built workshop, protein solutions are 
exposed to every conceivable range of con- 
ditions—varying in such things as the acid- 
ity, salt concentration and temperature of 
the solution—to persuade them to crystal- 
lise. Their progress is monitored by cameras 
linked to a computer that can recognise 
what is going on and identify which crystals 
are growing fastest, allowing the company's 
researchers to “cull” the rest. 





Protein that helps flu replicate 


Syrrx Genomics also uses smart moni- 
toring. But its hoped-for edge is the speed 
with which it can crystallise proteins. Ray 
Stevens, its founder, has invented a tech- 
nique that he calls “microcrystallisation”. 
This produces protein crystals a hundredth 
the size of those normally employed in x-ray 
crystallography. These work just as well as 
their larger cousins when stuck in an x-ray 
beam, but have proved hard to manufacture 
in the past. Dr Stevens's technique works by 
employing a robot to create and handle the 
droplets in which the crystals grow—and 
thus to do so faster than was previously pos- 
sible. That prevents small droplets (which 
yield small crystals) from evaporating before 
they are ready, and means a crystal can be 
available in days rather than weeks. 


Compass heading 

The other method for getting at protein 
structures—NMR—is complementary to x- 
ray crystallography. Its strength is that it can 
bedoneon proteins in solution, so there is no 
need to crystallise them. Its weakness is that 
it is restricted to relatively small proteins. 
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NMR maps the positions of individual atoms 
in a molecule by exploiting the magnetic 
properties of atomic nuclei. Some nuclei, 
such as hydrogen, that contain an odd num- 
ber of protons and neutrons, behave like 
compass needles in a magnetic field—they 
all point in the same direction. A strong pulse 
of radio waves, however, can knock them 
out of alignment. When the pulse has 
passed, they return to their original settings, 
giving out radio waves as they do so. The ex- 
act frequency of the waves emitted by a 
given nucleus depends on its interactions 
with its neighbours. 

This information can reveal the loca- 
tions of all the atoms in a molecule. But such 
“nearest neighbour” analysis requires a for- 
midable amount of number-crunching in 
order togo through all the possible permuta- 
tions foreach atom and to arrive ata solution 
that gives every atom the correct position. 

One of the leading academic labora- 
tories for this sort of work is the Centre for 
Advanced Biotechnology and Medicine at 
Rutgers University in New Jersey. Here, Ga- 
etano Montelione and his colleagues have 
developed a suite of software called Auto- 
Structure and AutoAssign that is capable, 
with the aid of a “farm” of 40 Pentium pro- 
cessors, of crunching the data from NMR 
spectra fast enough to work out the molecu- 
lar structure of a protein in less than a day. In 
the past, it would have taken a month or so. 

That, however, is not the researchers’ 
principal aim. Instead, they plan to use NMR 
to search for drug candidates. The technique 
is well-suited to this because it can follow al- 
terations in the positions of the atoms in a 
protein when a small molecule that might 
make a drug binds to them. Strongly binding 
molecules, which are likely to be particularly 
good drugs, are thus easy to identify. Dr 
Montelione reckons it should be possible, 
using his software, to screen several thou- 
sand candidate drugs a day in this way. 

The climbing equipment needed to scale 
Mount Proteome is thus being assembled. 
How long the ascent will take is unclear. The 
psi’s estimate of a decade to sample all pro- 
tein families gives a flavour of the task, 
though competition may speed things up. 
Nor, unlike the human genome, will it nec- 
essarily be obvious when researchers have 
got to the top. Indeed, the vagueness that sur- 
rounds the proteome's exact size means the 
task may never be finished. But in truth that 
does not matter. For the other difference 
from the genome project is that the charac- 
terisation of the proteome is taking place 
hand-in-glove with its exploitation. It is as 
much a means to an end as an end in itself. 
And by the time that a research team does 
getto the topof the mountain, the diagnostic 
techniques and drugs that were developed 
on the lower slopes will already be on the 
market and saving lives. ғ 
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Researchers at вм are building the world's most powerful computer in an attempt 
to solve one of the biggest problems in biology—and, in the process, some of the 
thorniest problems in computing 


UPERCOMPUTING, like pop music, has 
itsown charts—updated twice a year and 
posted on the Internet at www.topsoo.org. 
'The construction of ever-faster computers 
provides a constant stream of new entries, 
and each machine's chart position can go 
down (as faster rivals push it aside) or up (if it 
is upgraded). As in pop music, every now 
and then a new entry crashes in at the num- 
ber one spot. If all goes according to plan, 
that is what a new supercomputer being 
“built by mm will do when it is completed 
sometime in 2003. 

Yet this machine, called Blue Gene, 
which is being put together аї1вм”$ Thomas 
J- Watson research centre in Yorktown 
Heights, New York, will be no ordinary 
chart-topper. Since the dawn of computing, 
the fastest machines have always been in the 
hands of nuclear physicists, meteorologists, 
mathematicians, cosmologists, cryptologists 
or engineers. Blue Gene, however, is being 
built for biologists. 

The fact that the fastest computer on 
earth is intended for use in a field that is not 
traditionally associated with high-powered 
computing underlines two things. The first is 
the sudden ascendancy of computing in bi- 
ology; the second is the enormous amounts 
cof computing horsepower needed to do 

_. anything useful in the field. Blue Gene is be- 
ing built to tackle a problem so complex that 
и makes simulating a nuclear explosion, or 

“the collision of twogalaxies, look like a picnic 
in comparison. It is intended to help biolo- 
' gists explore how proteins fold themselves 
up into their distinctive shapes. 

Despite the fact that it will be a hundred 
times faster than any computer now in exis- 
tence, even Blue Gene will have trouble find- 
ing the answer. Indeed, it is not certain that 
protein-folding can be meaningfully simu- 
lated on a computer at all. But understand- 
ing it would have profound implications for 
drug design. A drug can be more easily di- 
rected at a particular protein once that pro- 
tein's characteristics are known. 

Besides these biological payoffs, spend- 
ing five years and $100m building a protein- 
folding computer also makes good business 
sense for 13M. Biologists have become eager 
customers for big computers: the amount of 
genomic data available doubles every six 
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months, yet computers only double their 
speed every 18 months. Simply keeping up 
with the flow of data from the biologists, not 
to mention doing such things as comparing 
one genome with another, requires ever 
more powerful computers. 

IBM Wants to position itself as the lead- 
ing supplier of hardware and software to bi- 
ologists. It reckons that the market may be 
worth $9.5 billion by 2003. Blue Gene is in- 
tended to show that it means business. And 
there could be benefits for its existing cus- 
tomers, because getting Blue Gene to work 
depends on tackling a number of thomy 
technical problems whose solutions would 
have widespread applications in business 
computing. 


Fold here, please 


Simulating the folding of a protein sounds 
straightforward, at least in theory. A protein 
is made up of a chain of amino acids, of 
which there are 20 types in all. (A gene is 
merely a recipe for a protein, in the form of a 
code for the sequence of amino acids.) Given 
theamino-acid sequenceofa particular pro- 
tein, the first step is to det a computer to 
create an internal representation of it by 
stringing the amino acids together, rather 
like threading beads on to a bendy piece of 
wire. The atomic structure of each amino 
acid is known, so this amino-acid model can 
then be transformed into an atomic model. 

The next step is to evaluate all the forces 
between all the atoms, and to determine 
how these forces cause the protein's struc- 
ture to deform within a short time-step (say, 
a couple of millionths of a billionth of a sec- 
ond) Repeat this process soo trillion times to 
cover the second that it takes a real protein to 
fold, and by the end you should know the 
protein's final shape, and also have an exam- 
ple of the route--the “folding pathway"—by 
which it got there. 

In practice, however, this ab initio ap- 
proach is extremely problematic. First, it is 
technically an “n-body” problem, where 
everything affects everything else simulta- 
neously, and such problems cannot be 
solved exactly. A typical protein contains 
thousands of atoms, and the forces on every 
atom must be evaluated for each time-step. 
That requires the calculation of millions of 


separate forces. The effect of these forces on 
the shape of the protein must then be calcu- 
lated—again, a huge undertaking. And to 
complicate matters further, real proteins fold 
in the presence of a liquid solvent, making it 
necessary to simulate a whole load of water 
molecules, too. The result is an extremely de- 
manding computational problem that can 
bring even the most powerful of supercom- 
puters to its knees. One such calculation, 
running on a Cray тз supercomputer, took 
three months to simulate the behaviour of a 
small protein for a millionth of a second—at 
theend of which it had barely begun to fold 
up into its 3-D structure. 

Anumber of tricks have been developed 
tosimplify the process. One way to make life 
easier, for example, is to model each amino 
acid and each water molecule as a single 
large blob. This dramatically reduces the 
number of particles, and hence the number 
of pairs of particles (which is proportional to 
the square of the number of particles). But 
the dodge yields only an approximation of 
what is going on—and nobody is really sure 
just how accurate that approximation 1s. 

An alternative approach, called “com- 
parative modelling”, is to try to jump straight 
to the final structure of the protein by com- 
paring its amino-acid sequence with the se- 
quences of proteins whose structures are 
known experimentally from crystallogra- 
phy. Proteins come in families whose mem- 
bers have similar functions, structures and 
sequences. So, if an unknown protein has a 
similar sequence to а known one, the 
chances are that it has a similar structure and 
function. The problem with this approach is 
that, although it can be used to discover pre- 
viously unknown members of a protein 
family, it cannot uncover entirely new fam- 
ilies. So until all such families have been dis- 
covered, there will be proteins whose struc- 
ture cannot be determined by comparison 
with known structures. 

Besides, there is more to understanding a 
protein than knowing its structure. Under- 
standing the mechanism of the folding pro- 
cess itself (“protein dynamics”) is also of fun- 
damental scientific interest. One great 
mystery in protein dynamics, known as 
Levinthal's paradox, was first pointed out in 
1969 by Cyrus Levinthal, a pioneer of com- 
putational biology. Levinthal noted that the 
number of possible configurations that a 
protein could assume was enormous, yet 
proteins are able to fold into their charac- 
teristic shapes quickly and consistently. 
Somehow, they seem to know what the right 
shape is—they do not go up blind alleys nor 
fold into incorrect shapes. To this day, no- 
body really knows how or why. 

In exploring these kinds of questions, 
however, comparative modelling is no help. 
Only processes that probe the folding itself, 
such as the starting-from-scratch approach ® 
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of rigorously modelling every last atom and 
every last force between every last pair of at- 
oms, will do. That explains the basis of Blue 
Gene's design—to allow more brute-force 
computer power to be applied to the pro- 
blem than ever before. 


Soul of a new machine 


In theory, this ought to be easy: just take a su- 
percomputer, add lots of extra processor 
chips, and divide up the work between 
them. Double the number of chips, and the 
computer will go twice as fast. At least, that is 
what one would assume. Unfortunately, it is 
not the case. 

Making such “massively parallel” com- 
puters operate efficiently is difficult for two 
reasons. On the hardware front, the problem 
is that, as additional processors are added, 
more and more spaghetti-like wiring is 
needed to let them talk to each other, and to 
stop them treading on each other’s toes (by 
trying to gain access to the same portion of 
memory simultaneously, for example). The 
second difficulty is physical: the more pro- 
cessors there are, the bigger the computer be- 
comes, and the longer a signal takes to tra- 
vel—even when it moves at the speed of 
light—from one end of it to the other. 

These are classic problems in parallel 
computing, and there are ways to avoid 
them.One approach is to give each processor 
its own memory, rather than having a 
shared memory. But while this works well 
for problems in which each processor keeps 
track of only a small portion of the data (such 
as weather forecasting, where each chip 
handles a different grid-square on the map), 
it cannot cope with problems for which all 
processors need access to all the data at once. 
Another much-debated question is how 
best to interconnect all the processors. 
Should each be able tocommunicate with all 
the others, or only with its immediate neigh- 
bours? Flexibility will have to be traded off 
against performance. 

Then there is the question of how to 
write software that best exploits the avail- 
able hardware. To run most efficiently, soft- 
ware for a massively parallel computer 
should take the computer’s specific hard- 
ware design into account. But that means 
that the software will have to be rewritten for 
every new design that comes along, or 
whenever the configuration of the machine 
is changed. Once again, a trade-off will be 
necessary. 

At present, the most powerful computer 
in the world is an m machine called ascı 
White, which is in the Lawrence Livermore 
National Laboratory in California, where it is 
used to simulate nuclear explosions. Asci 
White consists of an interconnected cluster 
of 512 machines and covers an area equiva- 
lent to two basketball courts. Within each 
machine are 16 processors that share access » 
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Blue Gene 
Building blocks for a petaflop computer 
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to a single memory. Together, Asci White’s 
8,192 processors can perform 12.3 trillion 
floating-point operations (flops) per sec- 
опа--12.3 teraflops, in the industry jargon. 
This is roughly equivalent to the combined 
computing power of around 30,000 desktop 
PCS. It sounds impressive, but Blue Gene will 
be far more ambitious. 


A hundred times faster 


Blue Gene will have over 1m processors and 
will run almost 100 times faster than Asci 
White, while taking up only a quarter of the 
space. It isexpected to be the first machine to 
exceed 1,000 teraflops (one petaflop), which 
is more than 2m times the power of a single 
РС. Rather than simply scaling up the design 
used by Asci White and other supercompu- 
ters, however, Blue Gene will have an en- 
tirely new architecture. 

The problem, says Marc Snir, who is in 
charge of Blue Gene's hardware design, is 
that today's computers are held back not by 
their processor performance, but by the dif- 
ficulty of getting the data in and out of the 
processors fast enough. So Blue Gene's pro- 
cessors and memory will sit side-by-side, on 
the same chips. Indeed, one way to look at 
Blue Gene is as an enormous "smart mem- 
ory'—a collection of memory chips, each 
with several embedded processors. If it can 
be arranged so that the data needed by a 
particular processor happen to be nearby, 
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there is less need to move data around, and 
everything goes faster. And protein folding, 
it turns out, is one problem that can indeed 
be tackled in this way. 

According to the latest plans, Blue Gene 
will consist of 36,864 chips, each of which 
will contain 16 megabytes of memory and 32 
processor “cores”. These cores (each of 
which is, in essence, an independent proces- 
sor) will share access to the on-chip memory, 
and will also be able to communicate with 
cores on other chips. 

To ensure that cores spend as little time 
as possible waiting for data to arrive from 
elsewhere, each core will run eight separate 
calculations (called “threads’’) at once, rather 
like a cook preparing eight dishes simulta- 
neously. They will do this by cycling be- 
tween threads constantly and stepping over 
any threads that are held up waiting for data. 
Blue Gene will thus be able to handle over 
8m threads; from a programmer's point of 
view, it will operate like an 8m-processor 
machine. This is enough to allocate one 
thread to every pair of atoms in a protein- 
folding calculation. 

Each core will be а simple reduced in- 
struction-set computing (RISC) processor. 
Although this is not a new idea, says Dr Snir, 
most of today's supposed risc chips have 
strayed from the original risc philosophy of 
keeping the design as simple as possible. To 
maximise performance, they use millions of 





transistors to analyse the programs they are 
running in order to find opportunities to do 
several things at once. 

Blue Gene's software, on the other hand, 
will be written with parallelism in mind 
from the start, so there is no need to waste 
transistors, chip area or energy looking for 
short cuts. As a result, Blue Gene will be 
smaller and more energy-efficient than su- 
percomputers built using existing micropro- 
cessors. There will also be no need for the 
water- or Freon-based cooling systems that 
are required by current supercomputers. In 
terms of energy per flop, Blue Gene will be 
100 times as efficient. And with no cooling 
fans and pumps whirling away, it will also 
be much quieter. 

Processors will be grouped together, 36 
ata time, on circuit-boards that measure two 
feet by two feet. Four of these boards will be 
fitted into each of 256 cube-shaped racks, ar- 
ranged on a 16 by 16 grid (see figure on previ- 
ous page). Each rack will thus have almost a 
third of the power of Asci White. 

The large number of processors means, 
however, that one is likely to fail, on average, 
every four days. In a conventional super- 
computer, with thousands of times fewer 
processors, a failure every few years is ac- 
ceptable, and can be ignored. But Blue Gene 
must be able to cope with hardware failures 
without skipping a beat. The plan is to make 
each chip fault-tolerant, so that individual & 
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cores can fail but the chip will continue to 
work. This will also have the advantage that 
imperfect chips, not all of whose cores work 
properly to begin with, need not be thrown 
away. 

The fault-tolerance will be extended to 
whole boards of chips, so that individual 
boards can be removed and replaced, and 
the other boards in the rack can take up the 
slack. This will bean impressive feat of engi- 
neering, if 18M can actually pull it off —even 
detecting failures is a challenge in itself. But 
the self-imposed five-year deadline for the 
project is intended to force the hardware and 
software engineers to make tough choices 
and try thingsout. The first chips are due late 
in 2001, and the machine is expected to be up 
and running in 2003—by which time the 
programmers will have written its software. 


A fishing expedition 

When iBM started work on Deep Blue, the 
chess-playing supercomputer that defeated 
Garry Kasparov in 1997, the ultimate goal 
was clear: to win a match against the world 
chess champion. For Blue Gene, however, 
victory will be harder to define. Ajay Roy- 
yuru, a structural biologist at Івм'ѕ Com- 
putational Biology Centre, suggests that a 
satisfactory outcome would be to have “а 
significant impact in the field". There are, in 
fact, several avenues of research that Blue 
Gene will be able to explore. 

First and foremost, says Bob Germain, a 
physicist in the same Computational Biol- 
ogy Centre, Blue Gene will be used to evalu- 
ate the validity of the “force-field” models 
used in computational biology. These are 
simplified mathematical models of mole- 
cules consisting of individual particles con- 
nected by springs. According to Tim Hub- 
bard,a computational biologist at the Sanger 
Centre in Cambridge, England, the big ques- 
tion in protein modelling is why ab initio 
modelling has hitherto been so unsuccess- 
ful. Is it because computers are simply not 
fast enough, or because the mathematical 
models being used are too simplistic to cor- 
respond to real-world behaviour? By throw- 
ing more computing horsepower at the pro- 
blem than ever before and comparing the 
simulation results with experimental ob- 
servations of real protein behaviour, it 
should be possible to find out why it has 
failed in the past. 

If the force-field models do turn out to be 
accurate reflections of reality, it will be pos- 
sible to try some new things. Something that 
is beyond the reach of current computers 
would be to look at folding trajectories for a 
single protein. One idea would be to start 
with a protein in a random configuration, 
and then to simulate its folding for a short 
period. This process would be repeated 
many times for different starting configura- 
tions. A single configuration from the result- 
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Blue Gene's self-healing architecture and the ability to plug in 
and remove processors while the machine is running would 
have obvious uses in e-commerce. 


ing cluster would then be chosen and simu- 
lated for a further brief period, and so on. 
The result would be several trajectories 
showing how the initial configuration of a 
protein determines the way it folds up. The 
question is: is there just one folding pathway 
for a given protein, or are there several? In 
which case, how quickly do they converge 
оп final protein structure? 

There are other questions that Blue Gene 
could tackle. Given that many protein struc- 
tures have the same function, for example, 
why do proteins use only some and not oth- 
ers? Are some structures faster-folding or 
more stable? Blue Gene could simulate heat- 
ing a protein, to see how stable it is, or could 
apply random mutations to a protein, to see 
how its ability to fold is affected. Blue Gene 
will be deemed a success, says Dr Royyuru, if 





Brain cell of a chess master 


itcan make progress on any of these fronts at 
the same time as providing general insights 
into the dynamics of the folding process. 

An improved understanding of protein 
dynamics would have many benefits. It 
would bring biologists a step closer to being 
able to predict the final folded structure of 
proteins, which would help in working out 
their functions—and thus make it easier to 
design drugs that are aimed at a particular 
protein. It might also provide insights into 
the behaviour of "prions", the misfolded 
proteins that cause bovine spongiform 
encephalopathy (mad-cow disease) and 
Creutzfeldt-Jakob disease (its human equiv- 
alent). It could also help with the design and 
assembly of exotic new materials and of 
molecular-scale machines. 

Blue Gene is undoubtedly an ambitious 
and even risky project. But whether or not 
this vast new computer results in a break- 
through in computational biology, IBM 
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hopes to benefit from the lessons learned in 
its construction. A parallel project, called 
Blue Lite, has been set up in order to com- 
mercialise the new ideas that emerge from 
Blue Gene. 

At first, there might not seem to be much 
ofa cross-over between protein folding and, 
say, running a web server or a database. But 
according to Mark Dean, 1BM's vice-presi- 
dentof systems research, there are several ar- 
eas in which Blue Gene technology could be 
applied. Its self-healing architecture, for ex- 
ample, and the ability to plug in and remove 
processors while the machine is running, 
would have obvious uses in e-commerce, 
where servers must be kept online around 
the clock and the amount of processing 
power needed may vary seasonally. The 
“smart memory” approach, with processors 
sprinkled into the data, might be more effi- 
cient than current architectures for data 
mining or video searching. 

The contrast with Deep Blue, the chess- 
playing machine, is telling. In order to make 
it strong enough to defeat the world cham- 
pion, 18m took a 32-processor Rs/6000sP 
machine and added 512 dedicated chips that 
had been specifically designed to evaluate 
chess positions quickly. These custom chips 
did two-thirds of the work of deciding the 
machine's next move. Even so, 18M has been 
selling Rs/6000sP machines to its customers 
as “Deep Blue” technology ever since, de- 
spite the fact that the custom chips are not 
included, since they cannot be used for any- 
thing except chess. 

For protein folding, 18m could have 
taken a similar approach, and resorted to 
custom chips specifically designed to evalu- 
ate interatomic forces. (Such chips exist; a 
group of Japanese computational biologists 
is following this approach.) But by choosing 
instead to attack the problem in a more gen- 
eral way, using massive parallelism, IBM is 
far more likely to be able to exploit what it 
learns commercially. 

Ultimately, says Dr Dean, the big ques- 
tion is this: now that processing power has 
become so cheap, how can lots of processors 
be made to work together efficiently, either 
within a single machine, within a cluster, or 
across the Internet? He envisages a new “cel- 
lular” computing model that will require 
new architectures, new operating systems, 
and new software. Blue Gene will allow 
some of these new ideas to be tried out. And 
that, perhaps, lends some justification to the 
project's name, beyond being an awful pun. 
For if it works, Blue Gene could provide the 
blueprint—the computational DNA, in ef- 
fect—for anew approach tocomputing. m 
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Ted Nelson imagined hypertext in 
1960—but his vision failed to become a 
reality. Now the web has eaten his 
lunch. But Mr Nelson hopes that his 
innovative ideas will yet prevail 


The Babbage of the web 


ME people are famous not for what they 
achieve, but for what they fail to achieve. 
Charles Babbage, a 19th-century English 
mathematician, is regarded today as one of 
the pioneers of computing, even though he 
never managed to finish building any of the 
elaborate mechanical computers he de- 
signed. It was only in the 2oth century, 
with the advent of the electronic com- 
puter, that the genius of Babbage's 
work was recognised. 
Ted Nelson, an American com- 
puter scientist, seems destined to be 
remembered for playing a similar 
role with the World Wide Web. In Oc- 
tober 1960, he conceived an anarchic, 
world-wide electronic publishing system 
capable of acting as a repository for all hu- 
man knowledge, with links that allowed us- 
ers to navigate between documents—which 
he dubbed “hypertext”. Yet despite years of 
effort, his attempts to implement this sys- 
tem, which he named “Xanadu”, came to 
nothing. It was only in the 19905, after the rise 
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of the web, that the farsightedness of his 
original vision became apparent. 

But there is an important distinction be- 
tween Ted Nelson and Charles Babbage. 
Modem computers are far more elaborate 
and powerful than the mechanical devices 
designed by Babbage, who would surely be 
thrilled by what has subsequently been 
achieved in the field he pioneered. The web, 
in contrast, is actually far less powerful than 
the hypertext system proposed by Mr Nel- 
son—indeed, he complains, it trivialises his 
original vision. So rather than sit back and 
take credit for having anticipated the web, 
Mr Nelson prefers to distance himself from 
it. Sitting on the sidelines, he enjoys pointing 
out the web's many failings, and advocating 
his own ideas for fixing them. It is not just the 
web he objects to: he thinks the whole soft- 
ware industry is stuck ina terrible rut, fixated 
with making electronic documents imitate 
paper ever more closely. “I'm mad as hell, 
and I'm trying to make things right," he says. 

Hardly surprisingly, Mr Nelson has been » 


29 


Like Charles Babbage before him, Ted Nelson happily 
abandoned years of work whenever a newer, more elega 
way of doing things occurred to him. Xanadu quickly 
became legendary as the most famous unshipped product 
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THE BUSINESS WORLD IS UNDERGOING 
CONSTANT AND RAPID CHANGES TODAY, WITH 
EVERY COMPANY AND EXECUTIVE AFFECTED 
IN ONE WAY OR ANOTHER BY THE SHIFT FROM 
AN INDUSTRIAL TO AN INFORMATION 
ECONOMY. PHIL PARKER, INSEAD 
PROFESSOR OF MARKETING, HAS PUT HIS 
UNIQUE EXPERTISE IN THE INTERNET AND 
TELECOMMUNICATIONS INDUSTRIES TO THE 
SERVICE OF ALL THOSE CONCERNED WITH 
THE STRATEGIC IMPLICATIONS OF THE NEW 
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Building Strategies for the Internet Economy is 
a one-week programme designed for executives responsible 
for building their company's internet strategy. Through a 
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Strategies for the Internet Economy: The CEO's 
Perspective will bring together a selected group of senior 
directors and board members for a three-day intensive 
workshop. Their own experience will be used to build 
from the basics to advanced internet strategy settings 
which will help them explore effective ways of 
maximising the use of the internet for competitive 
advantage and revenue growth. 
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Telecom Strategies in the New Economy will go 
in-depth into the dramatic impact the new economy has 
had on the - already complex - telecommunications 
industry. 

In this one-week programme, senior managers and 
strategic planners from telecommunication companies will 
work out a complete strategic view on how to approach 
manufacturing industries to enhance their full potential of 
the internet. 
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NEWCASTLE UPON TYNE 


Demolishing the dumps 


Britain is demolishing more of its public housing than ever before, as councils 
opt for a radical solution to blighted estates 


HE murder of Damilola Taylor, a 10- 

year-old Nigerian boy, in a poor area of 
south-east London on November 27th, has 
focused attention on Britain’s nastiest hous- 
ing estates. What, ask the editorials, should 
we do about these pits of deprivation? 
Councils are not keen to boast about it, be- 
cause the policy is controversial, but more 
and more of them, faced with intractable so- 
cial problems on their estates, have decided 
what todo. They are pulling them down. 

Many of Britain’s most troubled estates 
were built to house factory workers. As the 
factories closed in the 1980s, a depressing 
pattern emerged. The jobs went, crime and 
drug addiction grew, those in employment 
moved out and those who remained were 
stigmatised by the areas they lived in. 

Successive governments have tried 
throwing lots of money at such areas. Some- 
times it has worked; all too often it has not. In 
the worst areas, councils are now recognising 
that the only solution is to flatten all or part 
of such areas and start again. 

Figures compiled from official sources 
by The Economist suggest that Britain is now 
undergoing the biggest wave of sustained 


THE ECONOMIST DECEMBER 9TH 2000 


demolition of social housing yet. More than 
12,000 social houses were demolished in 
1998-99, most in the former industrial heart- 
lands of the Midlands, the north and Scot- 
land (see chart, and map on next page). 
Glenn Bramley, a professor of planning 
and housing studies at Heriot Watt Univer- 
sity, says that the real number may be 
around 25% higher. Some councils do not in- 
clude empty houses or homes owned by 
other social landlords, such as housing asso- 
ciations. Mr Bramley found that councils 
thought that demolition was more success- 
ful in dealing with problem areas than other 
ideas, such as relaxing the letting system to 
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get more people in. “It is a significant trend 
and itis likely to grow,” he says. 

One city where the bulldozers will get 
busier is Newcastle. Since 1970, about 1,500 
people a year have left the city. The city 
council has faced up to the fact that if this 
carries on, it will have to rack up council 
taxes on fewer people to pay for increasingly 
Gecrepit services. It has been trying to attract 
people back into some of its worst estates, 
and has wasted huge sums in the attempt. 

The worst bits of the city are the West 
End and the East End, housing areas on the 
north bank of the Tyne sandwiching the city 
centre. Newcastle council officials claim that 
about £500m has been spent on the West 
End in the past 20 years to hardly any effect. 
In one part, the council has already demol- 
ished 40% of its houses and a fifth of those 
left are empty. Private ownership has col- 
lapsed. In some parts, houses can be bought 
for £500. 

Stigmas are hard to overcome. One West 
End council housing area has had £10m 
spent on tarting up its houses in the past de- 
cade, buta fifth of them are still empty, while 
anadjoiningestate has had nothing spenton 
it, but only 1% of houses are empty. “We have 
ignored the market," admits Tony Flynn, the 
city council leader. *We have invested in ar- 
eas of decline instead of supporting areas 
which have life in them." 

On December 6th, the council agreed to 
a refined version of a plan published six 
months ago to demolish as many as 6,000 
houses. Along with this clearance, it is pro- 
mising action to create more jobs and better 
public transport, to improve the skills of 
school-leavers and unemployed people, 
and to enhance social services and the local 
environment. Eventually, it envisages 4,000 
new, mainly private, homes replacing the 
bad old estates. 

But demolition has two big problems. 
The first is getting the agreement of those 
who still live in the area. Newcastle City 
Council secured widespread agreement that 
there had to bea lot of clearance, but when it 
started to produce details of which streets 
might be knocked down, it ran into big prot- 
ests since people, not unnaturally, were not 
keen that their own home should be demol- 
:shed (see box on next page). 

The second problem is that, thanks to 
Conservative governments’ drive to sell 
council housing in the 1980s, many houses in 
these areas are privately owned. Councils 
can use their powers of compulsory pur- 
chase to acquire and demolish those houses, 
but they are required by law to pay only the 
current market value of a house. And be- 
cause house prices fall in bad areas, evicted 
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Get the council 


SCOTSWOOD, NEWCASTLE UPON TYNE 


COTSWOOD and Benwell are the two 

neighbourhoods most affected by 
Newcastle City Council's masterplan for 
urban regeneration, called "Going for 
Growth" (сес). The plan envisages the de- 
molition of over 6,000 houses across the 
city, of which 2,500 lie in Scotswood, a 
post-war, low-rise estate that sprawls over 
a steep hill rising from the north bank of 
the Tyne. It is here that opposition to the 
masterplan (or disasterplan, as the locals 
call it) has crystallised. The council has 
been taken aback by the force of that op- 
position, and residents have surprised 
even themselves by the vigour and effec- 
tiveness of their protests. 

Walking through Scotswood, it is, at 
first sight, easy to see why the council 
should have targeted the area for demoli- 
tion and regeneration. The views over the 
Tyne may be breathtaking, but that is 
about it. Otherwise, the place shows all the 
classic symptoms of urban decay. Some of 
the houses and shops are boarded up. 
There are few public transport links. Many 
of the remaining houses are dilapidated. 
The green areas are bleak and forbidding, 
the chance consequences of piecemeal de- 
molition that has been proceeding for 
years. There is 30% unemployment in the 
area. The council claims that things have 
got so bad that at least four families leave 
the area every week. 

But the residents insist that there is an- 
other story to be told about Scotswood and 
Benwell. For a start, rather than despairing 
of the area altogether, residents argue that 
if things are bad now, they are at least an 
awful lot better than they were ten years 
ago. In those days, crime and drug-dealing 
were out of control and the area was partly 
controlled by two notorious criminal 


people often end up with less money than 
they paid for their homes. So not only do 
they end up too poor to buy an equivalent 
house in a better area, but they are also 
sometimes saddled with the mortgage debt 
from their demolished property. 

Newcastle council is trying to devise 
ways of overcoming this. One idea, called 
homesteading, offers evicted people the 
chance to use the proceeds from their de- 
molished home to part-buy a new property 
and then pay rent or a mortgage on the re- 
maining value of the house. 

Salford City Council, in the north-west 
of England, has found that homesteading is 
not terribly popular. It is looking at a home- 
swap scheme. It wants to demolish a third of 
the 3,300 houses in Seedley and Langworthy, 
an area of old back-to-back houses whose 


gangs. They were the real-life descendants 
of the murderous Geordies in the film “Get 
Carter", which was set in Newcastle in 1971. 
One of the local councillors, Nigel Todd, re- 
members those days all too well: “It was 
absolutely horrendous. There were times 
when you could not leave your home be- 
cause people were visibly casing the 
Streets.” 

The situation has improved since then. 
Not least, as residents point out, through 
their own courageous and determined ef- 
forts to be rid of the drug-dealers and 
armed gangs. Residents’ groups claim that, 
far from these areas being in a state of ter- 
minal decline, they are on their way up 
again, because those who hung on during 
the bad times are thoroughly committed to 
the area and are working to improve it. The 
Scotswood community, for instance, set up 
one of the first local credit unions in the 
north of England. And Mr Todd points to 
the fact that the residents of North Benwell 
have taken up all of their allocation of the 
"single regeneration budget" to upgrade 
their homes. 

Areas like Scotswood survive on the re- 
ciprocal support of closely knit families, 








rooftops feature in the title credits of the 
northern rv soap opera of working-class life, 
“Coronation Street", Mark Glyn, an official 
with the local housing partnership, says the 
council hopes to buy houses that will be 
spared the bulldozer and offer them to peo- 
plelivingin homes tobe cleared. But, he says, 
because the laws on compulsory purchase 
date back to the mid-19th century, the coun- 
cil is not yet certain that it can make this idea 
work. 

Still, councils are finding their way 
around these problems, and the demolitions 
are gathering pace, The most interesting 
question remains, though: will this social en- 
gineering work? Was it the estates that made 
the people bad, or the people that made the 
estates bad? 





extended families and friends. The resi- 
dents fear that all this will go if their homes 
are bulldozed and they are “rehoused”. 

Gwen Hind is one of the most active 
opponents of the “disasterplan”. She has 
lived through the worst that Scotswood 
has had to offer for the past 25 years. Her 
son lives with her, her mother opposite 
her. She has three daughters living next 
door to her. Her mother is proud of her 
daughter’s role in the campaign to save the 
community. Every morning she rings up 
with the one question: “Are we winning?" 
And the answer is, possibly, yes. 

What residents are really angry about 
is that, when the crc plan was being 
drafted, they were not consulted. Mrs Hind 
learnt that her street was to be demolished 
from a local journalist. Atthe launch ofcrc 
in the city centre in June, there were 300 
guests, but no representatives from Scots- 
wood were invited. 

A report from the University of North- 
umbria on the “consultation” process 
takes the residents’ side, calling GFG a “tra- 
ditional, top-down approach”, which “has 
not involved local people at the vital initial 
stage of regeneration and has been unable 
to provide local communities with a wider 
sense of ownership of the process and pro- 
posals.” Or, as Mrs Hind says, “If they had 


just said, ‘You are poor scum’, they could 


not have put it better." 

The residents have channelled their 
anger into well-organised opposition. The 
Community Alliance was founded after a 
big meeting in the city in August. Fifteen of 
the 60 Labour city councillors abstained 
from voting for crc when it was first pro- 
posed, including Mr Todd. The protests are 
having an effect. The council has back- 
tracked somewhat: the number of demoli- 
tions in Scotswood is, it says, negotiable, 
and people who really want to stay in the 
area will be able to—though not necessar- 
ily in the same house. 
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Aviation 


The problems stack up 


The decision to go ahead with Heathrow's fifth terminal won't solve the 
problem of congestion in Britain's skies. Reform of the nonsensical way 
run would help 


the aviation business is 









VIATION is the: grav yard of Whitehall 
policymaking. For ‘successive 
governments have dod, wkward deci- 
sions as airports servings 
come increasingly ov 
Heathrow and Gatwic 
gested, are forecast to 
mand for air travel gr 

A decision on where to site a new run- 
way in the south-east is pressing. More peo- 
ple want to fly, but no one wants an airport 
anywhere near them. Public concern over 
noise, traffic, safety and pollution is grow- 
ing—hardly surprising when two human 
bodies and quantities of frozen human ex- 
crement have fallen from planes coming in 
toland at Heathrow in the past five years. 

This governmentis no keener to address 
these issues than its predecessors were. But 
on December 12th, it will cautiously stick up 
asmall finger with a consultative document 
on “The Future of Aviation". The publication 
of this green paper, unusually late in a par- 
liament, has been timed to leave politically 
sensitive decisions until after an election. 

Judgment on the inquiry into the fifth 
terminal at London's Heathrow airport, 
whose report will be handed to ministers in 
the next few days, will similarly be delayed. 
Late next year, there will be a white paper 
setting out the government's policies on avi- 

„ation. In the meantime, the consultative doc- 
ument poses more questions than it an- 
swers. But it does at least set out the issues 
that will have to be addressed. 

The key problem is capacity. Over the 
past 20 years the number of passengers han- 
dled by British airports has trebled. Freight 
movements have doubled. The green paper 
predicts that if demand is unrestrained, it 
will double again by 2015. Where will these 

“planes land? The pressure is particularly 
acute in the south-east. London's five air- 
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ports at Heathrow, Gatwick, 
Stansted, Luton and London 
City have only six runways 
between them. Compare 
that with Paris's Charles de 
Gaulle airport, which has 
three runways and a fourth 
under construction, and 
with Amsterdam's Schiphol, 
which has four runways and 
a fifth due to open in 2003. 

Between 1995 and 1998, 
passenger traffic at London 
area airports increased at an 
annual rate of more than 7%, 
according to the British Air 
Transport Association, BATA 
says that the number of pas- 
sengers who want to land at 
Heathrow and Gatwick but 
are prevented by the short- 
age of landing slots is already 10m. It predicts 
that this frustrated demand will grow to 18m 
by 2015 and nearly 100m by 2030. 

Pressure on other London airports is also 


growing rapidly. The growth of budget oper- 


ators such as EasyJet, Go, Ryanair and Virgin 
Express has caused budget passenger num- 


bers to grow 50% a year over the past three - 


years. A report published earlier this year by 
the London Chamber of Commerce predicts 
that current runway capacity at all London 
airports will be exhausted within the next 
ten years. 

The capacity problem can be solved only 
by a new airport to serve the south-east. Pos- 
sible sites such as Maplin Sands, Cublington, 
Yardley Close and Northolt have long been 
buried under a pile of Whitehall reports. It 
took three decades of argument and public 
inquiries before a single runway at Stansted 
got the go-ahead. This is one decision which 
ministers hate to think about, let alone make. 
But, unless they do, the capacity constraints, 
already serious, will become much worse. 

The easiest short-term option is almost 
certainly a new runway at Stansted. That has 
a number of advantages for ministers, not 
least that there are few Labour marginal 
seats anywhere near. But an enlarged 
Stansted would need better transport links 
tocentral London for it to be a viable alterna- 
tive to Heathrow and Gatwick. 

Even a new runway will not remove ca- 
pacity constraints in the south-east, Air 
space, like road space, is finite. The minister 
for aviation, Chris Mullin, noted earlier this 
year that the demand for air travel would 
have to be managed in the interests not just 
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of the passengers but also of the environ- 
ment. “ ‘Predict and provide’ did not wor 
„for roads. It did not work for housing, and: 
will not work for aviation," he said. 
The industry will have to start managing 
emand more sensibly than it has in th 
past. For a start, it should reform the nonsen- 
“sical pricing system that currently makes one . 
: of the most congested airports in the world... 
one of the cheapest to land at. At present, the 
way Heathrow calculates its landing charges 
takes into account the profits earned from all... 
the airport's businesses, including retailing: 
This "single till” regime could, if the shops 
are doing well enough, result in planes being 
actually paid to land at Heathrow. 
Reform of aircraft take-off and landing 
rights, known as slots, is also long overdue. 
Airport congestion has multiplied the value 
ofthese rights, so that they have become cu 
„rency in the aviation business. Until now, 
‘slots have been jealously. held by incum- 
bents on a historic basis. Their scarcity valu 
has allowed privileged airlines such as Brit- 
ish Airways to make huge sums out of them: 
surplus slots are traded behind the scenes for 
hundreds of millions of pounds. 
National airlines do very well out of the 
system. Passengers, taxpayers and govern- 
ments do not. The government's consulta 
tion document rightly suggests асло make 
better use of airport capacity, a proper mar- 
ket should be created and available: slots. 
should be auctioned. And what of the issue 
of who should benefit from this reform? On 
that central, sensitive matter, the govern- ' 
ment has notdivulged its views. 
— м 
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ACK in September, when the great fuel-tax revolt propelled 

the Tories ahead of the government for the first time in the 
opinion polls, this column argued that his apparent good fortune 
would tum out to be a mixed blessing for William Hague. Instead 
of losing the coming election and posing as the man who did unex- 
pectedly well, the Conservative leader would henceforth be ac- 
cused of losing an election which the rivals for his job would say it 
was actually possible to win. 

It gives Bagehot no pleasure to say that the evidence now up- 
holds this judgment. There is, first, the evidence of the opinion 
polls:an1¢m poll on December sth put Labour back on 44%, with 
the Tories:on 34%. There is the evidence of last month's by-elec- 
tions:the Tories captured none of the 
three seats up for grabs, not even the 
vulnerable: Midlands constituency 
of West Bromwich West. Above all, 
the fact thatthe internal battle to 
succeed. Mr Hague has broken into 
theopenis evidence that the shadow 
cabinet has given up all real hope of 
winning. May's expected election. 
When: a shark like Michael Portillo 
feels the need to state formally in the 
Daily Telegraph, the party's house 
journal, that he has no ambition to 
snap up Mr Hague's job, it is time for 
Mr Haguetoswim for his life. 

But what exactly makes the To- 
ries such certain losers? Tony Blair 
has hardly covered himself with 
glory these past months. Put aside 
the passing scandal of the empty 
Dome. After three years of Labour 
government, Britain's roads and rail- 
ways are gridlocked. The new invest- 
ment promised for London's consti- 
pated underground system is stuck 
in some siding. On Mr Blair's own 
admission, the new money in the 
pipeline for health may not arrive in 
time to prevent another winter flu 
crisis. Mr Blair has failed not only to 











What ails the Tories? 


visceral hostility to the supposedly imperial ambitions of the zu. 
But the Conservatives know this. Why else were their outspoken 
Eurosceptics so eager this week to help lan Taylor, an outspoken 
Europhile, beat off an attempt by local activists to deselect him 
from the Surrey constituency he has represented for more than a 
dozen years? If Mr Hague has done one thing well, it is to have im- 
posed a line on Europe without yet re-igniting the civil war that 
did in John Major and Margaret Thatcher. Besides, the very sages 
whosay on Monday that the Tories cannot hope to be re-elected as 
the party of scepticism alone have a habit of saying on Tuesday 
thatthe Tories cannot hope to be re-elected as the party of tax-cut- 
ting alone. They will then say ón Wednesday that the Tories cannot 
hope to be re-elected as the party of 
law and order alone. In truth, the 
party has a decent range of identifi- 
able policies: it is against European 
integration, against higher taxes and 
in favour of a stern position on law 
and order. It is just that something 
(not just the fact that Mr Blair, most 
recently in this week's Queen's 
Speech, has grabbed the law-and-or- 
der mantle for himself) prevents 
these ideas from stacking up. 

The something is connected in 
some intangible way to credibility. 
On Tuesday this week, Mr Portillo 
popped up at the Institute of Econ- 
omic Affairs to explain how as chan- 
cellor hecould spend about £8 billion 
($11.5 billion) less than Labour would 
by 2003-04. As you might expect, the 
government challenges the Conser- 
vatives' arithmetic. But their credibil- 
ity problem is not arithmetical. It 
does not turn on whether Mr Portillo 
can really trim the fat he says he has 
found in the running costs of govern- 
ment, welfare fraud and so on. It 
stems from a contradiction between, 
on the one hand, the Tories' bold 
claim that they intend to persevere 








persuade voters of the merits of the 
European single currency which he believes it is their manifest 
destiny to join, but also to prevent them from falling out of love 
with the ev itself, How much more has to go wrong before people 
blame this charmed administration for something? A plague of 
frogs and the slaying of the first-born? Mr Blair would no doubt 
blame thoseon the preceding government and get away with it. At 
this rate, he will bounce even higher when millions of young Brit- 
ons secrétly thank him for making it impossible to get home for 
Christmas. 

Bagehot exaggerates for effect. But you get the point. There is 
nothing diabolical about Mr Blair’s luck. Nor--remember the 
humming economy—has he governed so badly as to deserve auto- 
matic defenestration. The serious point is that the prime minister's 
biggest stroke of luck has been the discombobulation of the party 
thatopposes him. An.opposition which had any teeth could find 
plenty of soft bits to sink them intoas an election approached. 

Pundits who ask what has gone wrong with the Conservatives 
like to answer their own question by saying that the Tories cannot 
hope to be re-elected if they come to stand for nothing more than 








with Lady Thatcher’s mission to roll 
back the state, and, on the other, the caution that has stopped 
them from specifying which big areas of social provision the state 
should now give up. The party has neither the courage of its previ- 
ous convictions, nor the courage to renounce them. 

Perhaps itis because they feel stymied on economic issues that 
senior Tories are arguing more about social ones. The shorthand of 
the moment has the party riven between “mods and rockers"—the 
former being the modernisers who want Conservatism to make its 
peace with the 1960s (and younger voters) by becoming more tol- 
erant of sex, drugs and racial diversity; the latter being the hard 
men (plus Ann Widdecombe, the shadow home secretary) who 
think that such a shift would merely antagonise those voters with 
whom traditional Conservative values continue to resonate. Nat- 
urally, this quarrel is said to involve principles as well as tactics. 
The rockers are said to be truly shocked by the mods’ indulgence 
towards homosexuality. It is presumably just coincidence that a 
victory for the rockers would deprive Mr Portillo, who has turned 
having once been gay into a public political odyssey, of the leader- 
ship after the expected defeat. Whata way to head into an election. 
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“A tremendous book that dares 
to celebrate the potential of 
our new world.” 


-Newsweek International 


“MAGISTERIAL.” 


—Tom Peters 
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For more information, visit www.afutureperfect.com 


"Globalization is a savage process, 


but it is also a beneficial one, in 
which the winners far outnumber 
the losers." 


$ say Economist correspondents John 
Micklethwait and Adrian Wooldridge in 
their latest book, A Future Perfect, the first 
comprehensive examination of globalization 
and how it will continue to change our lives 
It answers questions such as 
* Why did the first era of globalization 

collapse, and can it happen again? 

Are we creating “winner-take-all” 

societies? 

Will globalization seal the triumph 

of junk culture? 
Gathering evidence from the shantytowns of 
Brazil to the boardroom of General Electric, 
Micklethwait and Wooldridge offer a guided 
tour of the global economy and a fascinating 
assessment of its potential impact 
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The great convergence gamble 


Like AOL- Time Warner, Vivendi is betting big that the Internet is now ready 


to transform traditional media 


T HAS been a good week for Jean-Marie 
Messier. Six weeks after European anti- 
trust authorities gave him the green light, the 
cocky, fast-talking ex-bureaucrat-tumed- 
investment banker who runs Vivendi se- 
cured the blessing of shareholders for a $34 
: billion merger between his French media 
and utilities group, its рау-ту affiliate, Canal 
Plus, and Canada’s Seagram, the owner of 
Universal's film studio and Universal Music, 
the world's biggest record company. After 
investors in Canal Plus give their approval 
“on December 8th—a foregone conclusion, 
since Vivendi controls 49% of the firm— 
shares in Vivendi Universal will begin trad- 
ing next week. 

Whether there will be a stampede to buy 
is another matter. Many Vivendi sharehold- 
ers have voted with their feet, sending its 
shares down by nearly 40% since the deal 
was announced in mid-June. Of those left, 
more than a few have backed the creation of 
a global media company to rival even AoL- 
TimeWamer (assuming that deal eventually 
gets pastthe regulators) through gritted teeth. 

Their queasiness is understandable. Mr 
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Messier is betting everything on a recently 
fashionable concept known as "conver- 
gence”. The idea is beguilingly simple. In the 
past; the way content was distributed de- 
pended largely on what it was. Film, music 
and rv programming all had their own ded- 
icated distribution channels. The rights 
Owners with the most power tended to be 
thosewhoownedorcontrolled thechannels 
of distribution, such as cable systems and 
Hollywood studios. 

That started to change with the growth 
of the Internet. In theory, any content could 
be made available over the Internet: the first 
strand of convergence theory is that every- 
thing can be reduced to bits. However, three 
things prevented the new medium from 
competing with traditional content “pipes”. 
The first was the slow speed of most web 
connections, which reduced streamed video 
to a fuzzy postage stamp and made music 
downloads something to try the patience of 
saints, never mind teenagers. The second 
was the difficulty of getting anybody to pay 
for the stuff they found on the web. The third 
was the discovery that people preferred in- 


“between. rcs, digital televisions and sm 


teracting with thei 
sitting back and wat 
Small wonder. 
have so far had a hate- 
ship with the internet. First they saw it as a 
threat, then as a wonderful new opportu- 
nity; and now, at least for the moment, as a 
raveyard of broken dreams. What hasledto: 
this disillusionment is the late arrival of the 
technology that was supposed to fix all the 
problems and make a reality of the second | 
partof convergence. E 
Convergence part twois all about plenti 
ful “always on” bandwidth, delivered not 
only to the home but also to mobile phon: 
and other. handheld devices. With this. 
bandwidth was to come a blurring of edges 





1 € rather than simply 








mobile phones that can download cp-sta: 
dard musicor videoclips. And because these 


‘services are delivered through set-top! boxes 
and phones provided by firms that ali 


charge for pay-rv and airtime, it should, so 
the theory went, be straightforward to ¢ 
consumers to pay something extra. It is t 
power of this idea that provides the ratio- 
nale for AorL-Time Warner, as well as inspir- 
ing Mr Messier to gamble his firm. 
_ Mr Messier is bringing together the film 
and music output of Universal with Can 

Plus (the biggest pay~rv firm in Europe, 

over 14m subscribers), srr (the second-la 
est French. mobile operator) and Vizzavi 
new portal that is a joint venture with Eu- 
rope's biggest mobile-phone operator, Vo- 
dafone. By doing this, he hopes to be 
uniquely placed to make convergence areal- 
ity. While admitting that the details of how 
will work need refining, he says: "Vertical 
integration gives us speed to market. We 
don't yet know precisely what the margins 
will be...but we won't fear introducing new 
business models. We can be more robust." 

Fine, but he is asking investors to take а 
loton trust. Although vertical integration has 
worked in the pay-rv market for the likes of. 
Rupert Murdoch, with sSkys, and John Ma- 
lone, when he was running Tc1,an American 
cable system, the gatekeeper power thatitre- 
lies on does not translate easily to the fn- 
ternet. Mr Messier may talk about Vizzavi 
becoming the "default" portal for all Voda- 
fone's and srr’s subscribers. But if they 
prefer similar offerings from the likes of Ya- 
hoot, which already has mobile portals in 
eight European countries, there is nothing he 
can do to stop them. 

Nor will Universal'scontent be exclusive 
to Vivendi. To get approval for the Seagram 
deal, Mr Messier has promised Mario Monti, 
the European competition commissioner, 
that Universal’s library will be available to ri- 
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EM.TV's high-speed crash 


FRANKFURT 


N ST VALENTINE'S DAY, shares in 
EM.TV, a German media group, cost 
€115.50 ($113.2) apiece. The firm's founder, 
Thomas Haffa, was the golden boy of 
Frankfurt's Neuer Markt, Europe's leading 
market for growth stocks. At about the 
same time, EM.TV was on a shopping spree, 
adding the Jim Henson Company, maker 
of the Muppets, and 50% of the company 
that owns Formula One to its library of 
children's rv programmes. Since then, the 
share price has fallen even more spectacu- 
larly than the Neuer Markt as a whole. On 
December 6th, five days after Em.Tv issued 
a dire profit warning and two days after it 
sold a chunk of itself to Kirch, a pri- 
vately owned German media group, 
the shares were worth only €6.75. 
Thanks to weaker licence sales 
than expected, the company now 
expects to make a pre-tax profit of 
only €25m this year—less than a 
tenth of the figure previously touted. 
This was not its first pratfall. In Sep- 
tember, EM.rv sheepishly an- 
nounced that it had made mistakes 
in consolidating new acquisitions in 
its second-quarter accounts. The 
chief financial officer, Mr Haffa's 
brother Florian, was replaced (and 
left the management team com- 
pletely last weekend). The man now 





doing the sums, Rolf Rickmeyer, was still 
unable to present consolidated figures for 
the third quarter this week. 

Worse, Mr Haffa’s acquisitions have 
left &M.rv with around €14 billion in debt. 
Hence the deal with Kirch, which already 
owns ProSieben and Sat.1, Germany's lead- 
ing cable-rv channels, and Premiere 
World, the chief supplier of pay-rv pack- 
ages to couch Kartoffeln. Kirch is getting 
17% of EM.TV, plus another 8% of the voting 
rights. It is also paying $550m for 49% of 
EM.TV's stake in Formula One. EM.TV is 
getting Kirch's half-share of Junior, a chil- 
dren's-rv joint venture between the two 





The Muppets sing the blues 


companies. Mr Haffa will also raise money 
from rights sales. 

After all this, two questions remain. 
First, is thisenough to put EM.rv back onits 
feet? The answer is likely to remain unclear, 
at least until Mr Rickmeyer has finished 
with the books. Investors have their 
doubts: the share price has fallen by half 
since the deal with Kirch was announced. 
Second, what is in it for Leo Kirch, the 
grand old manof German media? He is un- | 
likely simply to be helping out an old pro- 
tégé (Mr Haffa worked for him before leav- 
ing to set up his own company). He may 
think that &M.rv had become too cheap to 
miss. Or EM.TV may eventually provide 
the route to the stockmarket listing that Mr 
Kirch has been considering for some time. 
A likelier explanation is that Mr Kirch 

has his eye on Formula One, whose 
races are already screened on Pre- 
miere World. He has bought his 
share for much less, pro rata, than 
the $18 billion (in cash and shares) 
that Mr Haffa gave for his 50%. 
EM.TV hasan option to buy a further 
25% of Formula One for $1.1 billion. 
But gaining control of the motor 
sport's television rights is trickier 
than it looks. Formula One's strings 
are still pulled by its founder, Bernie 
Ecclestone, who is likely to want to 
keep things that way. And there is 
another possible snag. Kirch has 
been short of cash—in which Mr Ec- 
clestone prefers to be paid. 








vals on fair terms. 

And if Vizzavi doesn’t deliver—so far it is 
up and running only in France—there are 
questions over how long Vodafone, which 
brings with it the vast majority of Vizzavi's 
potential subscribers, will stay committed to 
the portal. After all, Vodafone's boss, Chris 
Gent, only agreed to Vizzavi as the necessary 
price for getting Mr Messier's crucial support 
in Vodafone's hostile bid for Mannesmann, 
a German rival, earlier this year. 


American dilemmas 

Another question-mark hangs over Amer- 
ica. Mr Messier's main hope there lies with 
Barry Diller, whose usa Networks, which 
owns Ticketmaster and a shopping channel, 
QVC, is 43% owned by Seagram. Mr Messier 
admires Mr Diller, describing him as a “core 
asset", and has indicated that he might help 
him to finance an attempt to prise NBC away 
from General Electric after Jack Welch's re- 
tirement—a long-held ambition of Mr 
Diller’s. Yet another American uncertainty is 
whether Vizzavi will become the portal for 
Verizon Wireless, America’s biggest mobile- 
phone operator, as Mr Messier hopes. Voda- 
fone is only a minority partner in Verizon 
and cannot guarantee such a deal. 


72 


Mr Messier had also hoped that he might 
parlay his 22.7% share in в$Кув, which Mr 
Monti has told him he must sell, for a stake in 
Sky Global Networks, a new holding com- 
pany for Mr Murdoch's satellite-rv interests. 
However, that now seems unlikely, given the 
rivalriesin Europe between Vivendi and Sky. 

Moreover, Mr Messier needs to get his 
hands on some money. He will have to 
spend heavily in the next couple of years if 
Canal Plus and srr subscribers are to get, at 
subsidised prices, Internet-capable set-top 
boxes and web-enabled mobile phones, 
without which none of his vision will be 
possible. Canal Plus is already losing money 
because of its digital investments; the set-top 
boxes could cost it a further $8 billion. And 
even then, there is no guarantee that televi- 
sion subscribers will rush to pay for expen- 
sive broadband connections. 

Assuming that Mr Messier can find his 
way round all these difficulties, there are still 
two more hurdles to overcome. The first is 
that gadfly, Napster. Although the free on- 
line music service is desperately trying to be- 
come legitimate and has done a deal with 
Bertelsmann, a Vivendi rival, Mr Messier is 
determined that Universal will not join their 
pact until its legal fight against Napster has 


been resolved. Nor will he countenance the 
idea that Napster might have permanently 
damaged Vivendi's plans for subscription- 
based music on demand. People will pay, he 
says, for customer care and added value. 

But perhaps the hardest form of conver- 
gence for Vivendi to achieve will be between 
the French and North American parts of the 
business. Mr Messier has promised to spend 
a week a month in New York, where the mu- 
sic business is based, and Pierre Lescure, the 
boss of Canal Plus who now takes charge of 
film and television, will be a frequent visitor 
to Los Angeles. Mr Messier has also decreed 
that English should be the language of the 
Paris-based Vivendi Universal’s board. But 
history suggests that, even with the best of 
intentions, the cultures of Hollywood and 
Paris will not mesh easily (no jokes about 
Crédit Lyonnais’s disastrous takeover of the 
MGM film studio, please). 

For all Mr Messier’s confidence, he 
knows that he is taking a huge gamble. With 
a great deal of luck he could win big, but 
without it he is likely to lose equally spec- 
tacularly. As he says: “Iam not paid just todo 
as well as my competitors.” Nor, one might 
add, to make big mistakes. 
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Oreavss made real. 


Very nice. But can it download a jpeg? 
With innovative FBAR filter technology, 
Agilent helps make the next generation in 
miniature wireless communication devices 
possible. So you can do more with less. 
Imagine videoconferencing, email, family 
photos and Internet right there on your 


wrist. Not to mention the time of day. 





Agilent Technologies 
Innovating the HP Way 


Agilent Technologies is a new company 
composed of the former Hewlett-Packard 
test and measurement, chemical analysis, 
semiconductor components and medical 


products businesses. www.agilent.con 





Data storage 


Store wars 


ORE data will be created in the next 

three years, say researchers at the Uni- 
versity of California, than in the whole of 
human history. And all this new informa- 
tion will have to go somewhere. Little won- 
der that data-storage companies, which sell 
the refrigerator-sized units used to store in- 
formation in industrial quantities, are rub- 
bing their hands, or that venture capitalists 
are rushing to back storage start-ups. 

With the value of storage products sold 
doubling every year, and expected to reach 
$34 billion by 2003, the industry is regarded 
as recession-proof. As a result, a field re- 
nowned for its general inability to set pulses 

racing has suddenly become a battleground. 
- Within the past few days, war has been de- 











clared between the two most significant 
storage companies: mighty emc and its up- 
start rival, Network Appliance (known as 
NetApp). 

As usual in technological bunfights, the 
two firms champion different approaches to 
the same problem. emc pioneered the idea 
that computers and storage systems are sep- 
arate products that should be bought from 
separate suppliers. The company dethroned 
IBM, which used to dominate both the com- 
puter and the storage markets. It is now the 
leading supplier of storage systems, with 35% 
of the world market. 

Separating computers from storage sys- 
tems also makes technological sense. Con- 
necting storage units using a special high- 
speed network, called a storage-area net- 
work (SAN), makes it easier to look after data. 

"Extra storage units can be plugged into the 
SAN whenever more capacity is needed; and, 
because the san is a dedicated network to 
whichonly a handful of high-powered serv- 
ets. have access, information travelling 
across it cannot be held up by the e-mails, 
documents and Internet traffic that clog upa 
company's main computer network. 

NetApp, on theother hand, is the cheer- 
leader for a technology called network-at- 
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tached storage (NAs). As its acronym sug- 
gests, Nas is the mirror-image of saw. Instead 
of a separate storage network, Nas involves 
plugging storage devices into a firm's main 
computer network. This is not always as fast 
or reliable as using a san, but it is far cheaper 
and simpler, thanks to the use of standard 
Internet protocols. It also means that Net- 
App’s storage units, called “filers”, can be 
supported and backed up using a variety of 
software, rather than the proprietary (and 
expensive) tools needed to run a san. 

To start with, emc and NetApp did not 
compete head to head. emc’s products are 
aimed at high-end applications where reli- 
ability is crucial, such as corporate data- 
bases; NetApp sells smaller systems. (Being 
squeezed in the middle are computer mak- 
ers such as 15M, Compaq and Sun Microsys- 
tems, which compete in both markets.) But 
NetApphas moved upmarket fast, as its pro- 
ducts have become better and more reliable. 
Yahoo! for example, uses NetApp products 
torune-mail and web-hosting services. 

On November 29th, NetApp moved 
right on to EMc’s home.turf by announcing 
that its products are now compatible with 
IBM'S database software and mainframe 
computers, which do much of the heavy lift- 
ingin corporate computing. EMC responded 
on December sth by unveiling an aggres- 
sively priced Nas server, touted as a “Net- 
App killer", and new software that provides 
a bridge between san and Nas systems. ЕМС 
has, in other words, conceded that NetApp’s 
approach has merit, and plans to steal its ri- 
val’s clothes. 

Now that the two firms are competing 
directly and their products look increasingly 
similar, who will win? Steve Duplessie, an 
analyst with Enterprise Storage Group, a 
consultancy, is impressed by EMC's new 
product, but doubts whether it will kill Net- 
App any time soon, because the market is 
growing so fast. Ultimately, as the techno- 
logical differences between the firms shrink, 
it may come down to sales and marketing— 
and given мс” legendary sales machine, 
that means NetApp has a fight on its hands. 

Since the market up for grabs isso huge, it 
is worth the bruises. Yahoot is said to be buy- 
ing new storage at the rate of one terabyte 
(trillion bytes) a week; industry tales tell of a 
constant stream of 18-wheeler trucks. de- 
livering new storage units to AoL. And since 
nobody throws anything away any more, 
what Internet firms are doing today, every- 
body else will be doing tomorrow, according 
to figures from Forrester Research (see chart 
above). The cost of storage is falling, but not 
as fast as the amount of data is growing. For- 
rester predicts that storage will account for 
17% of large firms' computing budgets by 
2003, up from 4%1п 1999; already, spending 


on storage exceeds spending on web servers. 


Sexy the storage business may not be; but lu- 
crative itcertainly is. 









































Platinum 


All that glisters 


JOHANNESBURG 


OUTH AFRICA has long been synony-- 

mous with gold. In 1980, the yellow metal 
accounted for half the country's exports. At 
the height of apartheid, a British comedian 
even lampooned American тар singers for 
wearing so much gold—while their lyrics 
shouted black pride, their choice of acces- 
sories supported white racism. 

0 These days, gold is looking a little баг. 
nished. Among South Africa's exports, it has 
been pushed into the silver position by plat- 
inum. With the gold price depressed and 
platinum soaring to a 13-year high this week 
(see chart below), South Africa's mining-in- 
dustry association expects the country {O 
earn 29.9 billion rand ($3.9 bil nu from the 
maim platinum-group metals (platinum, 
palladium and rhodium) this year, com= 
pared with 26.8billion rand for gold. 

South Africa has over half the world's 
known platinum reserves—about 270 years’ 
worth at current levels of production. Its 
platinum miners are scrabbling to dig more 
of the stuff. Anglo Platinum, the world’s larg- 
est platinum miner, plans to expand annual 
production from 2m ounces this year to 3.5m 
ounces by 2006. Impala Platinum, Anglo’s 
nearest rival, plans to re-open a mothballed 
mine and to sink a new one as fast as possi- 
ble.Stockbrokers in Johannesburg are urging 
clients to dump technology shares and buy 
platinumones instead. 

Why is platinum suddenly so popular? 
A fashion for understated jewellery helps 
Platinum is harder than gold, and therefo 
more difficult to turn into rings or necklaces. 
But being less gaudy, white metal fits better 
with minimalist chic. In China, the fastest 
growing market, youngsters sneer at gold as 
the kind of thing worn by fat middle-aged. 
mahjong players. A further rise in the price 
ought, in logic, to depress jewellery sales; but 
for rich buyers, the more expensive plati- 
num becomes, the more they want it. 
Unlike gold, platinum has important in: : 
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cars, for example, and to increase the data- 
storage capacity of computer hard disks. Fu- 
ture demand could be even brisker if the fuel 
cell, a clean alternative to the internal-com- 
bustion engine; catches on. Most big car 
companies are working on ways of making 
fuel cell-powered vehicles commercially vi- 
able; almost all their plans involve platinum 
or its relatives. Rene Hochreiter, an analyst at 
Barnard Jacobs Mellet, a South African in- 


BANGKOK 


AD sucha protracted contest, a coin 
toss seems a fitting way toend it. That, 
in effect, is what will happen on Decem- 
ber 12th, when Thailand’s biggest trou- 
bled debtor makes its umpteenth trip to 
the courts; Its creditors do not appreciate 
the randomness. They are convinced that 
their plan to overhaul Thai Petrochemical 
Industry (трт), which operates the biggest 
petrochemical complex in South-East 
Asia, should at long last be approved. 
They hang this optimism on two beliefs: 
that their business plan makes some 
sense, and thatthe law ison their side. 

"Their adversary is Prachai Leophaira- 
tana, rers founder and controlling share- 
holder. Like many other South-East Asian 
businessmen, Mr Prachai is hoping that 
the court's decision will be as judicious as 
his pastinvestments. 

Many of the region's businessmen ex- 
panded aggressively in the mid-1990s, fi- 
nancing large capital investments with 
unhedged foreign-currency loans. When 
the Thai baht and other currencies fell, 
they were swamped by their debts, and 
they are now fighting bitterly to hold on to 
their empires. Their creditors are fed up. 
So is the ime, which this week called yet 
again for more legal reforms in the region. 
Without those changes, the mF said, high 
corporate debts will continue to hold back 
its economies. 

In Indonesia's case, for one, such re- 
form now seems hopeless. But Thailand 
hasattimesshown signs of getting serious. 
It has set up a new bankruptcy court, and 
passed several new laws to streamline the 
pores This is yet to make a real dent in 
the loan pile, however, and the most im- 
portant case, трі, has continued to 
dragon. It has been more than three 





terest payments, and it is now bu- 
red under $37 billion in debt, 
much of it overdue. In March, the 
courts declared what everybody 
but Mr Prachai already recog- 
^ mised—that ter was insolvent and 
needed to be overhauled. Effective 








dustrial uses, too: in catalytic converters for- 
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years since the firm halted itsin- €, 


vestment bank, predicts that fuel cells will 
require up to 1m ounces of platinum a year 
by 2010--about a fifth of present annual 
mine output. 

Will the platinum boom last? Producers 
of any commodity are at the mercy of sharp 
price swings. When prices are high, produc- 
ers invest in extra capacity, which can lead to 
over-supply and a drop in the price. High 
prices are especially hard to sustain when 
the commodity in question is never con- 
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Planners, part ofan Australian accounting | 
firm, was brought in to do the job. | 

The plan it came up with was ap- | 
proved last week, by 96% of rer'screditors, | 
This would allow them toswap the $800m_| 
in back interest that they are owed for a | 
75% stake in tet. Another $14 billion | 
would be paid outoverthenextfouryears | 
from the company’s cashflows. In such a 
volatile commodity business, those flows 
will depend on how America's economy | 
fares next year. But the new managers | 
could also hive off some peripheral assets. | 
Anthony Norman, who heads the work- 
out team, has promised that no jobs will 
be lost from the bits that are kept. 

None of this, however, is acceptable to 
Mr Prachai. The debt-for-equity swap 
would cut his stake from 60% to less than 
15%, ending his control of the company. | 
Although the court was supposed to rule | 
on the plan last week, he managed to get 
this delayed until December 12th. If he can 
stall a little longer, he may yet be spared. 
Thaksin Shinawatra, a business tycoon 
who has called for more government bail- 
outs, is expected to win the parliamentary 
elections on January 6th. If the courts do 
not decide rer's fate, perhaps politics will. 


T d 
3 
























sumed, as with gold and platinum. All the 
gold ever mined is still ae much of it sit- 
ting in the vaults of central banks. When the 
price rises, central bankers are tempted to sell 
their stocks, which depresses the price: 

Platinum, like gold, never rusts. But it 
was never used to underpin currencies ei- 
ther, so there are no huge supplies of idle 
platinum waiting to be dumped on the mar- 
ket. Sales frorn the largest stockpile, in Russia, 
have cooled prices a little over the past few 
years. The Russians have not disclosed ex- 
actly how much platinum is left in their pile, 
but South African producers expect it to run 
out quite soon. 

Barry Davison, chairman of Anglo Plati- 
num, insists that hiscompany will trim costs 
even as the high price of platinum reduces 
pressure to do so, This is not easy: unionised 
miners demand higher wages when times 
are good, and resist cuts when times are bad. 
Anglo Platinum suffered. a month-long 
strike in September. And costs are actually 
rising this year at several South African plati- 
num mines, although this is largely because 
of freak floods, which are unlikely to recur 
any time soon. 

All things considered, the outlook for 
platinum seems bright. All that remains is 
for theindustry's marketing folk to persuade 
a few pop stars to wear chunky platinum 
chains, instead of gold, in support of the 
new, black-ruled South Africa. 





Pepsi and Quaker Oats 


Leaving drinks 


NEW YORK 


Е areasimportantasentrances, as any 
actor will tell you. The same goes for chief 
executives. Take the different approaches to 
leaving the stage of Jack Welch and Roger 
Entico. Although General Electric's boss an- 
nounced his long-awaited successor last 
week, he is using a $45 billion takeover of 
Honeywell asan excuse to postpone hisown 
retirement until the end of 2001. By contrast, 
it is precisely because Mr Enrico, PepsiCo's 
boss, has just made a big acquisition—the 
$13.4 billion takeover of Quaker Oats, an- 
nounced on December 4th—that he is step- 
ping down early next year, as soon as the 
deal closes, rather than in October. 

It seems ironic that Mr Welch, who goes 
out of his way to praise his top lieutenants, 
appears to put lesstrustin them than Mr En- 
rico does in his team. One reason might be 
that, since a heart attack several years ago, 
Mr Enricohas mastered the art of delegating. 
That has been made easier by the quality of 
his top managers. Steven Reinemund, his 
successor, is an ex-marine who made his 
name doubling growth at Frito-Lay, Pepsi's 
main salty-snacks unit; Indra Nooyi, the 
group's chief financial officer, is highly re- 
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Enrico gets his hands on Gatorade 


spected on Wall Street. No doubt it is also a 
comfort to Mr Enrico that Bob Morrison, the 
chairman and chief executive of Quaker, has 
agreed to stay on for at least 18 months fol- 
lowing the deal. Mr Morrison was responsi- 
ble for Quaker's turnaround after its ham- 
fisted attempts to integrate Snapple, a fla- 
voured-tea maker, in the mid-1990s. 

But the main reason for Mr Enrico's deci- 
sion to bow out early might be the acqui- 
sition itself, which—on paper, at least— 
helps Pepsi to hit goals that he set himself 
after taking over in 1996. Putting aside 
Quaker's rather dull non-snack-food busi- 
ness, which might be sold in due course, 
Pepsi has grabbed control of the fast-grow- 
ing, high-margin Gatorade sports drink, the 
most successful of a new breed of so-called 
functional beverages. Add in the Tropicana 
juice business that Pepsi bought from Sea- 
gram two years ago, as well as its recent pur- 
chase of SoBe energy drinks and its own 
Aquafina water, and Pepsi will have a full 
quarter of America's $23 billion non-car- 
bonated soft-drinks market. 

This segment is a bottler's dream, grow- 
ing by some 8-9% a year, compared with pro- 
jected growth of just 2-3% for fizzy soft 
drinks such as colas. So important has it be- 
come that Pepsi has even promised to start 
splitting out functional beverages as a sepa- 
rate division alongside snacks and other 
drinks. And the company expects the 
Quaker deal to boost profits by $170m with- 
in five years—including a large kick from 
pushing Pepsi's non-fizzy drinks on to su- 
permarket shelves through Gatorade's envi- 
able distribution system. 

Best of all, of course, is that Pepsi has 
snatched Quaker—and earlier, SoBe—from 
under the nose of Coca-Cola, whose higher 
bid was shot down at the eleventh hour by 
its own board. This puts Pepsi, the perennial 
number two to its Atlanta-based rival, in the 
unusual position of market leader—on the 
non-carbonated battlefield, at least. “This 
has got to hurt down in Atlanta,” says 
Manny Goldman, a beverage analyst at ING 
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Barings, an investment bank. “Pepsi is now 
king of non-carbs, in a class of its own.” Hav- 
ing run Pepsi successfully for the past five 
years, Mr Enrico seems to have gained some- 
thing that eludes all too many of his peers: 
the wisdom to leave at a high point. 
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Executive transplants 


CEO to go 


ARDLY had Jeffrey Immelt been 
anointed successor to Jack Welch as 
next boss of General Electric (GE) than his 
two rivals for the job were off. First 3m hired 
James McNerney, head of cx Aircraft En- 
gines, as its chief executive; then Home De- 
pot grabbed Robert Nardelli, head of се 
Power Systems, again for the top job. Head- 
hunters love the lads from Ge: it has been the 
breeding-ground for at least half a dozen 
chief executives of big American companies, 
from Gary Wendt, who took over Conseco, 
an insurer, in June, to Lawrence Bossidy, on 
whose watch AlliedSignal has boomed. 
Unsuccessful candidates for top slots 
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usually leave as soon as they can. This sum- 
mer, Paul Walsh got the top job at Diageo, a 
British food and drinks group. His rival, Den- 
nis Malamatinas, who headed the Burger 
King arm, briskly left to run the European 
operations of Priceline, an Internet firm. 

In Japan, where lots of big firms look (but 
do not perform) rather like Ge, failed candi- 
dates for the top job are put in charge of the 
main subsidiaries. The practice, dubbed 
amakudari, or “descent from heaven”, en- 
sures that talent stays in the business. 

The problem is that every well-run com- 
pany has more than one potential chief ex- 
ecutive vying for its top job. Indeed, many 
executives who would once happily have 
hung around, being groomed for greatness, 
now leave far sooner. Astute headhunters, 
says Anna Mann of Whitehead Mann, a Brit- 
ish executive-search firm. pick off the num- 
ber twos and threes. 

As a result, when a once-great company 
hits a sticky patch, it may spout refugee tal- 
ent. Half the senior managers in communi- 
cations, or so it sometimes seems, have es- 
caped from Arar. In 1996 the company lost 
two potential contenders for its top job: Alex 
Mandl, who left to start Teligent, a wireless 
company, and Joe Nacchio, who has trans- 
formed Owest Communications. They were 
followed by Jeff Weitzen, moving from run- 
ning aTat’s business-services division to be- 
come boss of Gateway, a rc company; Dan 
Schulman, head of the consumer division, 
who became president of Priceline; and Dan 
Hesse, who ran wireless, and now heads Te- 
raBeam, another telecoms business. 

What is unusual about cr, says Jay 
Lorsch, a professor at Harvard Business 
School, is the care with which the company 
picks and develops managerial talent. That, 
he argues, is rarer in industry than at con- 
sultancies such as McKinsey and Bain, 
which he describes as "teaching hospitals" 
for young managers. The quality that makes 
GE managers so desirable is what Clarke 
Murphy, managing director of Russell Reyn- 
olds Associates, an American headhunter, 
calls their "execution culture”: a training that 
emphasises discipline and agility. 

But a strong corporate culture may be 
hard to transplant. When Business Week re- 
cently reviewed the performance of compa- 
nies run by Ge alumni, it found a distinctly 
mixed picture. Jonathan Skan, of the London 
office of Egon Zehnder, an executive-search 
firm, is not surprised. Managers 
bred in companies such as J.P. 

Morgan, PepsiCo or Procter & 
Gamble often find it difficult 
to adapt their approach when 
they move. “When compa- 
nies are good at breeding their 
own talent, they grow arro- 
gant,” he says. Some managers 

may learn more from failure 
than from success. 
: 
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Internet firms 


Consultant, heal thyself 


NEW YORK 


When dot.coms tanked, they dragged most of their consultants with them. 
Now a few are clawing their way out of the mire 


OR most industries that run into trouble, 

the only sure winners are consultants. 
Cleaning up other people’s messes—or at 
least promising to—is usually one of the few 
recession-proof businesses around. But not 
with the Internet. As dot.coms have plum- 
meted this year, their consultants have 
fallen even faster. The share prices of many 
of the top 15 listed Internet consultancies 
have dropped by 90% or more this year, 
making even e-tailers look good. They have 
among them already laid off more than 3,200 
people in the past three months, including 
380 at Xpedioron December sth. Several face 
Nasdaq delisting, if bankruptcy does not 
come first. 

The reasons for this demise are familiar, 
but rarely seen to such a degree: reckless 
overexpansion, profligacy, poor manage- 
ment, lack of focus and hype. Some of the 
consultancies never outgrew their trendy 
web-design origins, even as demand shifted 
to serious corporate strategy and database 
programming. Too many staked their for- 
tuneson dot.coms and ended up swallowing 
unpaid bills and worthless equity. Others 
assumed that there would always be more 
business than they could handle and waited 
too long to build a marketing and sales staff. 

"Roll-ups", such as іхі and marchrinsr, 
which were formed by the merger of mid- 
sized firms and the acquisition of smaller 
ones, became case studies in failed integra- 
tion and culture conflicts. Worse, these com- 
panies spent as if they were actually worth 
the many billions that their share prices 
fleetingly implied. The story of the half- 
tonne dot on the “i” that fell off 1х1 huge 
sign at its magnificent Atlanta headquarters 
will haunt the firm for the rest of its (proba- 
bly short) life. 

But as with shake-outs in the rest of the 
dot.com world, the cloud has a silver lining. 
What was once a baffling industry, with 
dozens of firms all promising e-business 
transformation and transcendental strategic 
thinking, is now reduced toa rather more di- 
gestible shape. Naturally, several losers will 
go bust; then there are the struggling firms 
that need time to stabilise before they can 
take on another big project; and atop this pile 
are a few relatively solid companies whose 
main crime is being in the same business as 
the likes ofixt. 

How to tell them all apart? Sadly, a glance 
at consultants’ share prices (see chart) does 
not inspire much confidence in any of them: 
even the best has lost more than half its 
value over the past year. But in many cases 
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this says more about the absurd hopes of in- 
vestors, dazzled by the growth of web-con- 
sulting, than about the industry itself. 

Less than a year ago, marchrirst alone 
was worth nearly $13 billion, not much less 
than the consulting arm of 
PricewaterhouseCoopers, one 
of the big five accounting 
firms, which was valued at 
about $18 billion earlier this 
year when Hewlett-Packard 
made a play for it. Not bad, 
considering that marchrirst 
was losing more than $100m a 
quarter and sinking further 
into the red with each day. 
Now the firm is worth just 
over $200m. If it cannot raise 
more cash in the next month, 
it may soon be worth nothing. 

A better indicator of suc- 
cess is how far consultancies 
have managed to distance themselves from 
their dot.com origins. An analysis by Greg 
Gore of W.R. Hambrecht, an investment 
bank, shows that the shake-out in the busi- 
ness has divided it into two groups, which he 
dubs “Tier One” and “The Rest”. Tier One 
firms, which include DiamondCluster Inter- 
national, Sapient, Scient, Proxicom and In- 
forte, have over the past year shifted their 
business more than the others to big tradi- 
tional firms that tend to contract out big pro- 
jects and pay their bills on time. 

But cosying up to the Fortune 500 is not 
enough to save the consultancies. For a start, 
the dot.com crunch has affected old bricks- 
and-mortar firms, too. With fewer venture- 
funded start-ups threatening to put them 
out of business, big traditional companies 
feel in less ofa panic todo something. So they 
are spending less on web-strategy consul- 
tants, and doing more work internally (it is 
alsoa lot easier to find dot.com refugees who 
are only too happy to have a little job secu- 
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rity these days). Revenue growth from such 
customers, which should now be the bread 
and butter of the business, rose by only 4%in 
the third quarter, reckons Mr Gore. That is 
not terrible by traditional consulting stan- 
dards, but far below the Internet consultan- 
cies’ aspirations a year ago. 


No more nose rings 

Meanwhile, the technology industry has 
grown up. Projects that once needed to be 
hand-crafted by outside experts can now be 
bought as off-the-shelf offerings from firms 
such as Ariba and 12. The flashy web designs 
that were the hallmark of 
"nose-ring" New York firms 
such as Razorfish are now 
seen as slow and confusing; 
Yahoo!'s credo of fast, func- 
tional and boring has won the 
day. Nokia chose Razorfish to 
design the front end of its first 
website, but when the time 
came to build the back-end 
links to the rest of its business 
it chose NerveWire, which is 
run by former consultants 
with Cambridge Technology 
Partners, an older, more con- 
servative company. 

The best consultancies, 
such as Sapient, Viant and Scient, have long 
served big listed firms. But the worst have 
now had to announce radical restructuring 
to follow their example. Along with its 
layoffs and office closures, marchrirst is in 
the process of jettisoning its 1,000 smallest 
clients to focus on its biggest. “I screwed up,” 
Robert Bernard, its chief executive, told an 
investors’ conference last month. “We had 
too much dependence on the dot.coms. I'm 
out of that business by January 1st.” 

Along with the cutbacks, marchrinsr, 
like other former high-fliers, is shifting from 
a branch-office structure to one organised by 
industry. This makes sense; indeed, the big 
five consultancies went through a similar 
shift a decade ago. But they were able todo so 
on their own terms, as private partnerships; 
the web consultancies must pull off the 
same trick in the glare of the public markets. 
Mr Goré expects most of the companies in 
the bottom half of the industry to fail before 
they can turn around. 

As for the rest, however, the future may 
be brighter than their share-price falls sug- 
gest. There is still plenty of work to go round. 
Moreover, for all their advantages, the big 
five traditional consultancies are seen as un- 
wieldy;and they suffer from a reputation for 
pitching a partner's grand strategy to clients, 
then leaving them with ill-trained junior 
people to do the work. There is a place for 
specialised consultancies that focus on just a 
few industries. None of them, however, 
should expect to be worth $13 billion again 
any time soon. 

m. 
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model economi reformer by multilateral 
is; the World Bank, OECD and 
the EU have criticised the country's allegedly 
geriatric pace of healthcare reform, citing 
státistics such as its lowest ranking among 
OECD members for life expectancy. 
While acknowledging the need for 

improvement, Zoltán Varga, deputy state 

secretary at the Ministry of Health, maintains 

that the solution must be both comprehensive 

and tailored to Hungary's situation, 

" Adjustment will be a gradual process," says 

Dr Varga. 

The Ministry has found no evidence that 
competitive purchasing via insurance 
reform-suggested for exploration by the 
World Bank-would improve either health 
status or cost efficiency. "This was attempted 
during the past ten years to little effect," 
explains Dr Varga, adding that he is more 
keen on productivity-based financing, 
particularly prospective schemes, which cap 
reimbursement per procedure and have been 
used in Hungary since 1993. 

Although the austerity package launched 
in 1995 set the stage for today's rapid GDP 
growth, it strained the healthcare budget, 
according to Gyórgy Németh of the Health 
Development Research Institute. "The 
austerity measures did not pay much 
attention to their impact on healthcare," says 
Mr Németh, who looks to Continental 
Europe for inspiration on a funding structure, 
which would imply a breakdown of 7096 
state-reimbursed and 30% paid by the 
individual. 

The Ministry has formulated its approach 
based on a review of healthcare systems 
world-wide and drawing on research of 
specialist organisations such as the World 
Health Organisation (WHO) and the 
European Observatory on Healthcare 
Systems, a partnership involving the WHO. 
According to Dr Varga, while there is no such 
thing as a universally applicable healthcare 
model, a basic framework does exist, which 
emphasises public health. 

Dr Varga draws a distinction between 

infectious and non-communicable disease. 
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He notes that with virtual 10096 vaccination 
coverage and a rigorous supporting system, 
Hungary has had an excellent record in this 
regard for decades. "Our system is as 
advanced as in the EU," he boasts, noting the 
importance of the issue for EU accession 
given the implications of free movement of 
labour. 

Non-communicable diseases-primarily 
cancer and heart disease-are a different story. 
Risk factors such as tobacco, alcohol and а 
fatty diet are all deeply ingrained in 
Hungarian lifestyle. Accordingly, a three- 
pronged public health initiative has been 
launched based on health improvement, 
which involves preventíón and screening; 
health promotion, incorporating teaching; 
and community development, in co-operation 
with NGOs. "This must be a grassroots effort 
that pulls people in," says Dr Varga, citing 
the National Institute of Health Improve- 
ment’s establishment of seven regional centres 
to support and help finance NGOs, 

A national health improvement strategy 
has been devised that draws on the principles 
of universal access and solidarity (pooled 
societal risk) in both collection and 
disbursement. "A well-administered 
solidarity-based system can Бе more cost- 
efficient than a poorly administered risk- 
based structure," argues Mr Németh, who 
envisages a single purchaser system in which 
service providers face competition, to be 
introduced gradually. 

Such privatisation of providers may 
improve the earning power of doctors and 
healthcare workers, which Mr Németh deems 
necessary to attract the best candidates to 
medical school, enrolment at which is 
declining. A plan has also been hatched to 
transfer responsibility for social security 
payments entirely to the employee to remove 
the issue from wage negotiations. "This is 
based on Denmark’s unique system," explains 
Mr Németh. 

"The key for Hungary is to enhance 
public health via health improvement and 
promotion, in co-ordination with the 
development of a more efficient provider 
system," says Dr Varga, "We must do this to 
remain competitive. " 
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: Multinational pharmaceutical ; 


investors 
An ounce of innovation 


‘With a myriad of competing interests among ; 
patients, providers and payers, healthcare 
systems in even. the most developed markets. 
tend toward inefficiency, Throw in state 
owhership and traditionally. weak intellectual 
property protection-both elements dating 
back to Hungary's communist era-and you Е 
have a mix that has left some of the country’s 
healthcare participants a bit queasy. 

Austerity measures of the mid-19908 have 
taken their toll on government healthcare | 
spending, the real value: of which has fallen: . 
since 1993 to 46% of GDP in 1999 versus. 
zn average of 7.5% in the EU. Indeed, an EU 
report on Hungary released last month. . 
highlights healthcare as the most urgent at 
for structural reform given the country’s: 
unfavourable healthcare indicators relative to 
other. OECD countries. 

Hungary's state healthcare budget is 
divided between drugs, the cost of which is 
explicit, and treatment, encompassing all 
other costs; Some suggest that this structute 
encourages the allocation of healthcare 
spending toward secondary treatment, 
causing the ratio of spending on primary care 
and drugs-including new, innovative drugs-to 
decline, While innovative drugs cost more, 
the argument is that their greater effectiveness 
would reduce overall treatment cost. 

А de facto moratorium since 1998 оп the 
eligibility of new, innovative drugs for 
government reimbursement means that older 
drugs are being used. "We would like the 
patient to benefit from our latest 
pharmaceutical research, providing solutions 
for yet untreatable diseases," says Krisztina 
Székely of Pfizer Hungary. 

In 1994 Hungary moved to the stricter © 
product-paterit from the previous process 
patent system. However, Ms Székely notes 
that the lack of EU- and WTO-conform 
legislation enables manufacturers of generics i 
still to piggyback on the intellectual property: =: 
of research-based pharmaceutical firms. : 

Despite difficulties, the Hungarian 
subsidiaries of several such firms detect 
promising signs from the government lately 
and hope that transparent, non- 
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discriminatory rules for drug reimbursement. 


agreements. 

“The i innovative: pharmaceutical firms in 
Hungary contribüte significantly to post 
“graduate: medical education and clinical 
“research, Innovative drugs offer value and 

"accelerate progress of the healthcare system to 
| ` improve the main health indicators mentioned 
sin the EU report," says Andras Vajda of MSD 
Hungary. "We are here to improve the 
patient's welfare." 


< AstraZeneca 
; The central point of R&D 


While the US is the world's leading 
pharmaceuticals market, Europe is an 
attractive location for R&D. Take 
AstraZeneca's R&D operation in Hungary. 
Although Hungary provides only 0.7% of 
the firm's global revenue, about 796 of the 
firm's clinical research-the highest cost area of 
“new drug development-is managed from 
ıi Hungary, Between. 1995 and 2000 the firm 
spent $17m on clinical research in Hungary 
and another $12m is budgeted through 2002. 
" Most of the profit from Hungary is 
reinvested in local R&D," says Urban Widen, 
he subsidiary's boss. 
‘The firm's Budapest office act as а 
egional headquarters for research in the 
Czech Republic, Slovakia, Poland, Romania 
nd Bulgaria. "We chose Hungary due to the 
xcellent education of its doctors, their interest 
in testing new drugs and precise work," says 
Mr Widen. 

AstraZeneca is also investing in the 
education of healthcare personnel, particularly 
in evidence-based methodology, which enables 
treatment to be customised to the needs of 
individual patients. Disease management, 
which involves patients in responsibility for 
their health and environment as well as 
teaches them to live with a disease, is also 
emphasised. 

,. With one of the strongest drug pipelines, 
“AstraZeneca is. well known for its innovative 
drugs. While the up-front cost of such drugs is 
more. than older drugs, Mr Widen emphasises 
that their higher effectiveness, which decreases 
time spent іп hospital and away from 
productive activities, more than compensates. 
"Cost-efficiency requires proper resource 
allocation," he says. 



































-Gedeon Richter 
Independent success 





Hungary's oldest and only remaining 
independent pharmaceutical maker, Gedeon 
Richter, has reasons to be proud.as it 


апа pricing will be established before year-end, їз 
within the proposed framework of longer-term: | 


p r aches i its s 100th a anniversary in 2001. 
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in sales, profits, 


: exports, R&D spending and employment," 


boasts Managing Director Erik Bogsch; "апа 
were thé first company from Central Europe 
to be traded in London on SEAQ in 1994," 

UK, US and Continental European funds 
that now own about 60% of Richter (the state 
holds.2596) can celebrate too, as Richter is 
targeting earnings-per-share growth over the 
coming. years of at least 10% in dollar terms. 
Before the Russian financial crisis, Richter 
began à drive to increase its presence in EU, 
US and Japanese markets via partnerships in 
an effort to reduce its reliance on its 
traditional markets of Central and Eastern 
Europe (CEE). 

Mr Bogsch notes that the company's sales 
are now split about evenly among developed 
markets, CEE and its domestic market. Richter 
is building a factory in Russia, where it has a 
packaging unit and a tableting unit will start 
next year. "We are market leader in Russia 
and the CIS, with a sales force second-to- 
none," he states. "For a western company this 
is still an unknown territory and not an easy 
one-we can help with marketing, sales and 
local added value." And the company is 
looking for acquisition targets in CEE. 

Richter benefits from the fact that 20% of 
its sales come from new chemical entities 
discovered by the company and another 60% 
from those developed by the company. 
"Licensing accounts for a much bigger share 
at other CEE pharma firms," says Mr Bogsch. 
Gynaecologicals, based on the firm's expertise 
in steroid chemistry, lead Richter's product 
array, followed bv cardiovascular and central 
nervous system treatments. "We have the 
scientific know-how and equipment to carry 
out discovery research, but we need foreign 
partners for clinical trials," explains Mr 
Bogsch, citing a recent such agreement with 
Merck KGaA of Germany. 

Richter sees its future niche as an 
independent player bolstered by strategic 
alliances. "The combination of our regional 
pre-eminence and therapeutic mix has led to 
faster growth than that of our competitors 
having strategic investors," explains Mr 
Bogsch, "Our independence provides 
commercial advantage to our partners and 
maintains our culture," 


ICN Hungary 

Regionally-focused pharmacy 

In October of this year, ICN Pharmaceuticals 
announced a restructuring plan to split the 
company into three independent entities: R&D 
arm Ribapharm, ICN Americas and ICN 
International, mainly consisting of the firm's 
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operations in Central and Eastern Europe: 
(CEE), where it is a market leader. While ICN 
International would be headquartered in. 
Moscow, its shares are planned to be listed in: 
Budapest. Why spin off a subsidiary to focus” 
on CEE? 

" American investors are not familiar with 
Eastern Europe," declares Petar Milankovic, 
general manager of ICN Hungary, "We will be. . 
better understood as pure-play for investors 
who know Eastern Europe." 

Driven by GDP growth at twice EU rates, 
potentially significant increases in the current 
low per capita drug consumption, continuing 
recovery in Russia and peace in the 
Balkans-leading to the start of the return of a 
confiscated plant to ICN, the $5.8b CEE 
pharmaceuticals market is projected to grow by 
8.7% per year through 2002. 

Mr Milankovic also sees benefits in 
geographic focus. “We will take a more 
integrated approach to Europe," he explains, | 

"which reflects Central Europe's EU accession, 
led by Hungary." : 

ICN took its first step into Hungary i in EU 
1996 when it acquired 50%~it now owns 
100%-оЁ the then state-owned pharmaceutical 
maker Alkaloida, renamed ICN Hungary. The 
Hungarian plant, like ICN's others in CEE, 
source for the firm's global markets as well as 
produce a variety of drugs for the local market 
under license from the likes of AstraZeneca, 
Bayer, Novartis and Hoffmann-La Roche. 
Having achieved ISO 9001 and SGS Yarsley 
certification in 1994 as well as approval from 
the US Food and Drug Administration for 
several products, ICN's international operations 
plan to introduce good manufacturing practice 
(GMP) at all sites. 

"We had to shift Alkaloida's culture from 
one based on production to oue based on 
markets," says Mr Milankovic. Such a shift is 
particularly important in light of ICN's 
international strategy, which is to penetrate 
further CEE markets as well as to use the 
region as manufacturing base for its 
international distribution channels. "We are 
seeking new markets, especially in Eastern 
Europe," explains Mr Milankovic, "while also 
developing distribution capacity for potential 
new products." 

Case in point is ICN’s acquisition of 
product lines from Hoffmann-La Roche, 
including the anti-diabetic, Glutril. In order to 
derive revenues immediately upon the 
acquisition, ICN relied on Roche's prior 
registration of the drug. Once re-registered by 
ICN, a process which took about two years, 
the drug was re-branded.as an ICN product. 
“It is not until the re-branding is complete that 
we fully benefit from the acquisition," says Mr 
Milankovic. Glutrilis produced by ICN 
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- ungary with distribution handi ed by: ICN’s 
international network. 
7 Не Alkaloida was capable of supping 
raw material for the product line, IGN's: 
know-how was needed to develop the: finished 
product, arrange distribution and provide the 
brand name,” declares Mr] 













international distrib 
the firm's market share. "We are building sales 
channels for the futur | j 





Combinatoria 


Genetics express 


"Drug candidate organic compounds 
developed by combinatorial chemistry are the 
coal.in the steam engine of drug discovery," — 
says Ferenc Darvas, founder, president and 
CEO of ComGenex, a leading combinatorial 
chemistry firm in Europe, 

Combinatorial chemistry allows diverse 
chemical groups to-be bound together with 
computer assistance, such that virtually all 
possible combinations are formed (The 
Economist, March 12, 1998). Robotised 
compound factories produce chemical 
"libraries" of thousands of compounds, 
Finally, high throughput biological screening 
selects the compounds having the desired 
activity. "The key to modern drug discovery 
is to find the best drug candidate from the 
largest selection of compounds," states 
Dr Darvas, "Combinatorial chemistry 
enables this." 

Drawing on the country's strong history 
in chemistry and mathematics, combinatorial 
chemistry was partly pioneered in Hungary in 
the mid-1980s by Arpad Furka, currently a 
member of the scientific advisory board of 
ComGenex, which was established in 1992 in 
Budapest as the first such firm in Europe. 

Bolstered by the trend of major 
pharmaceutical and agrochemical groups 
outsourcing part of the discovery process, 
more than 100 combinatorial firms have 
sprung up-mostly in California-since the early 
1990s to meet growing demand. 

ComGenex expanded quickly, opening 
operations in Princeton and South San 
Francisco as well as representative offices in 
Japan, France, Germany and England. This 
network enabled the accumulation of more 

“than 300 customers, including 90% of the 
world's major pharmaceutical firms and 
virtually all major agrochemical firms, as well 
аѕ тапу biotech and high throughput 
screening firms. ComGenex has entered into 

long-term collaboration with groups such as 

Bayer апа Aventis, to which it supplies 

exclusive chemical libraries. 











Yet penetration of the high tech market of 
combinatorial substances, a milligram of 
which sells for well over ten times the price of 
gold, required innovation. High throughput 
synthesis of new compounds required not only 
new chemical technologies, but also a high 
level of integration of information technology 
and robotics instrumentation. For instance, 
ComGenex successfully developed an 
integrated, robot-supported cascading series of 
chemical reactors. 

ComGenex is the first and only firm in its 
sector to have achieved ISO 9001 certification 


апа Dr Darvas claims that the firm's ultra high 


throughput analysis suite, which supports 
assessment of the shelf life stability of 
combinatorial libraries using proprietary 
technology, is also the world's first. In 
addition, the firm was the first in its sector to 
launch an e-commerce service, 


ComGenexDirect, currently used by more than 


200 clients. Based on this software, its San 
Francisco-based spin-off, PharmaPartnering 
International, is in the process of launching an 
on-line exchange for biologically active 
substances and drug candidates. 


Dr Darvas sees particular promise in 
chemical genomics, into which ComGenex is 
now expanding. With the sequencing of the: 
human genome, a major challenge is to 
identify disease-related proteins to be traced 
back to the responsible gene, which could be 
manipulated. Chemical genomics uses small 
molecules to modulate biological pathways by 
direct interaction. "Revealing the signalling 
and metabolic pathways of specific diseases 
helps to identify the best target for therapeutic 
intervention, together with a drug candidate," 
says Dr Darvas. 

As the firm's main European competitors, 
Oxford Asymmetry and Cambridge 
Combinatorial, have been snapped up by 
strategic buyers, ComGenex is now Europe's 
leading independent combinatorial firm. With 
average annual revenue and profit growth 
since inception of 25%, accelerating to 40% 
in 1999 and a similar rate expected this year, 
ComGenex, which employs almost 
100-including 75 chemists-may also be an 
attractive target. Indeed, Dr Darvas says 
several suitors have approached him. And his 
response? "Our board prefers professional 



























investors, who might be interested in profiting 
from an IPO, although perhaps involving a 
corporate alliance," says Dr Darvas. There 
may still be time to hitch onto © omGenex' 3 
locomotive. 


Dietary supplements 


A natural balance 


Many a successful drug, from aspirin to. 
penicillin, was developed from natural sub- 
stances. Indeed, bioprospecting-the search f 
natural medicines-has experienced a revival 
natural molecules tend to be biologically use 
ful. This is the philosophy behind Hungarian 
dietary supplement maker Humet, which is set 
to boost exports to the US and EU, = 
.. .. Humet’s story began when Hungaria! 
‘veterinarian Elek Csucska, observing catt 
, noticed that some preferred black peat to 
green grass. According to CEO Janos Givin, 
series of. experiments by Mr Csucska found 
„that the cattle hungry for peat tended to be 
deficient in inorganic trace elements, such as. 
iron, potassium and magnesium. He also. 
found that peat’s humic acid content helped: 
Jalance trace element requirements while 
flushing out harmful heavy metals. 
. The company’s original product, a syrup 
called Humet-R, contains hamic acid along 
ith trace elements and minerals. Origina 
assified ав а quasi-medicine in Hungary, 
OHumet-R, which has been developed in cap: 
вше and tablet form, i$ now undergoing > 
:elinical trials і in co-operation with German 
; chemistry group Freseni is exp 
be reclassified as à medicine in Hun 
by 2003. 
2 n co-operation with the State Universi y 
-of New York's Stony Brook Medical School, 
law firm Emord:& Associates and Dr `) 
Alexander Schauss of the American Institute | 
for Biosocial and Medical Research, the com- 
pany: applied tor US Food and Drug Admin- 
istration approval, expected by August 2001. DE 
This would give Humet, which has sold: 
more.than 1m bottles in Europe and Asia since 
1994, access to the $20b US dietary i 
supplements market, Humet products would 
be distributed there through 8,000 outlets as 
well as multi-level marketing firm Life Plus, 
which will also market the products in 
Europe. Mr Civin anticipates an initial order 
of 240,000 units; 

On December 5th, the company 
announced a capital increase of $430,000 to 
fund capacity expansion; a secondary 
offering~Humet’s shares already trade in 
Budapest-may be considered to fund future 
development. And under strategic director 
Vilinos Galamb, formerly director of the 
Hungarian Pharmaceutical Research Institute, 
new products are in the pipeline. "Good 
management, determination and some luck arê 
the success factors," says Mr Civin. 
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T WAS unlucky for Craig Barrett, chief execu- 

tive of Intel, that his press conference on De- 
cember sth at the International Telecommuni- 
cation Union's trade show in Hong Kong 
overlapped with one being given by Wu Ji- 
chuan, China's punchy telecoms minister. 
Given a choice between the head of an Ameri- 
can technology giant and a 60-something 
Communist bureaucrat from Beijing, reporters 
needed no help. For over an hour they jostled 
around Mr Wu, glued to every word of his 
raspy Mandarin. Mr Wu seemed to relish this 
confirmation that he was the most powerful 
man in what is likely to become the world's 
biggest telecoms market. 

Nor did he disappoint. True to custom 
among cadres, China's minister of information 
industry-—his official title—did his best to give 
no information at all. He did not mention 
plans, announced in Beijing the same day, for 
an initial public offering of shares in China Telecom, the country's 
fixed-line telephone monopoly and for many years Mr Wu's per- 
sonal fief. Nor did he acknowledge news, also announced that 
day, that America’s Атат will become the first foreign operator to 
offer broadband Internet services in China. 

Mr Wu was no more conciliatory toward investors, whose 
bane he had again become the week before, when a colleague told 
China's state-controlled press that the ministry was intending to 
alter the billing system for mobile phones. This clobbered shares in 
China Mobile and China Unicom, the country’s two mobile oper- 
ators. Mr Wu later explained that the changes would not happen 
for at least a year. But, facing the press, he could barely disguise his 
delight. As a government official, he bellowed, “I know nothing 
about the stockmarket.” One brave reporter wondered whether 
some transparency in the ministry’s decision-making process 
might help. Mr Wu looked puzzled. Is it his fault if people take his 
staff at their word? “There are many opinions,” he said, “but what 
matters is mine." Surely, that is perfectly transparent. 
| Like itor not, Mr Wu matters greatly to those with an interest in 
China's fast-growing telecoms market—and there are many. A de- 
cade ago, China's phone system was awful, with one fixed line for 
every 100 people, and no mobile phones at all. Today, China has 
five times as many fixed lines as India, and 25 times as many mo- 
bile subscribers. Indeed, it is the mobile market where investors 

















The minister of arbitrary power 


Wu Jichuan rules China's booming telecoms industry. That gives foreign investors 
good reason to think twice before piling in 


in the International Telecommunication 
Union (a standard-setting body of the Un- 
ited Nations) China already chairs a. key 
committee. And simply by anointing one 
standard or another in its vast home market, 
China might sway the global contest be- 
tween European and American standards. 

Against this backdrop, how worrying is 
it that Mr Wu holds the reins in many of 
these crucial decisions? A telecoms engineer 
by training, he rose through the Communist 
ranks as a central planner. Later he ran the 
posts and telecommunications ministry, a 
forerunner of today's information-industry 
ministry. During these years, he developed a 
mastery of Beijing’s power games. While in 
charge of the post office, he would send the 
choicest new stamps to leaders who had ап 
interest in philately. And he befriended Li 
Peng, who is China's second-in-command 
after Jiang Zemin. 

The proximity to Mr Li has been ideological, too: it is fair to say 
thatevery move China has made to liberalise its telecoms industry 
occurred, at least initially, against Mr Wu's wishes. For instance, he 
used to run China Telecom as, in effect, an arm of his ministry. 
When other ministries tried to create some competition in 1994 by 
forming a rival, China Unicom, Mr Wu managed to deprive Un- 
icom of a fixed-line licence. But his worst ire has always been re- 
served for foreigners. In 1997 he told America’s commerce secretary 
that China would not open its telecoms market for at least 20 
years. To a foreign journalist, he once intimated that he was not 
keen on foreigners participating in China's Internet sector—ever. 


Wuv Zhu 


That Mr Wu has fallen short in implementing his protectionist 
ambitions is thanks to China’s prime minister, Zhu Rongji. Mr Zhu 
is China’s most outspoken and principled leader—and a rival to 
Messrs Li and Wu. Beijing's telecoms policy, as a result, appears to 
be the product of a power tussle among these three. Consider 
Qualcomm, an American company that champions so-called 
CDMA standards for mobile phones. The company has long lob- 
bied for China Unicom to use its technology alongside the Euro- 
pean Gsm standard favoured by China Telecom. Mr Wu frustrated 
these efforts whenever he could. Eventually Mr Zhu, hoping to 





nese call mobile phones dageda, or “big 
brother bigs”, because until recently 





see the biggest pots of gold. The Chi- = 


sway America into helping China to 
join the World Trade Organisation, 
simply overruled Mr Wu. Even so, it 





only mernbers of triad gangs. (big 
brothers) could afford them. Today, 
some тот Chinese are big brothers. By 
2005 the number of subscribers could 
reach 240m, making China the largest 
mobilephone market in the world. 
The importance of China now ex- 
tends far beyond its own borders. The 
Chinese are already making their influ- 
ence felt abroad, in such matters as the 
battle among technology standards for 


Total: 209m 








took many more months until Unicom 
was able to confirm a deal. 

The lesson for foreigners is this: as 
promising as China's market is, it will 
be men such as Mr Wu who run the 
show. And power shifts fast in Beijing, 
so Mr Wu might not always have Mr 
Zhu on his back. What analysts call reg- 
ulatory risk—never knowing who will 
make what policies tomorrow—re- 
mains the big downside of the world's 
most tempting market. 








next-generation mobile phones. With- 
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AMERICA’S ECONOMY . 


Slowing down, to what? 





American stockmarkets surged this week on hopes of lower 
interest rates and a “soft landing” for the economy. Yet the risk of a 
hard landing, uncomfortable not just for America but for the 


world as a whole, is real 


FTER weeks of focusing on the presiden- 
tial race, Americans’ attention this week 
swung back to a more pressing concern: their 
economy. Financial markets have been jit- 
tery for weeks, as signs of an economic slow- 
down have increased. There has even been 
talk of a looming recession. When Alan 
Greenspan on December sth uttered what 
were interpreted as mild words of encour- 
agement, the exuberant jump in share prices 
“was near-hysterical. Yet the underlying wor- 
riesabout the American (and thus the world) 
economy remain strong. 

The evidence of economic slowdown is 
unmistakable. In the third quarter America's 
Gp? growth fell to an annual rate of 2.4%, its 
lowest for four years (see chart 1). Unem- 
ployment-insurance claims—often the first 
harbingers of a downturn—have risen 
sharply. Durable-goods orders fell by 5.6%in 
October. Company inventories have risen 
strongly in the past two quarters, which may 
force firms to reduce excess stocks (and so 
production) next year. Corporate profits are 
being squeezed by a combination of higher 
oil prices and slowing sales: for non-finan- 
cial firms, profits fell slightly in the third 
quarter, after a rise of 13% over the previous 
four quarters. 

Inshort, America’s nine-and-a-half year 
expansion, the longest in its history, is clearly 
slowing sharply. The question is whether 
this slowdown should be greeted with 
alarm. Or to use the popular analogy: will 
the economy make a soft or a hard landing? 


Hard, soft or bumpy 


By a soft landing, most 
economists seem to have in 
mind a slowdown in СОР 
growth to an annual 2-3X. 
That would be well below 
the consensus estimate of 
America's potential growth 
rate of around 4%. A hard 
landing is taken to mean ei- 
ther an outright fall in cpp, 
or a slowdown in year-on- 
year growth to 196 or less. 






































After four years of 4-596 growth 
that would feel like a recession; 
and it would almost certainly 
imply twoconsecutive quarters р 
of negative growth, the conventional defini- 
tion of a recession. In between soft and hard, 
of course, lies a range of landings of various 
degrees of bumpiness. 

The latest economic figures are consis- 
tent with a soft landing. As Mr Greenspan 
made plain in his speech, an economic slow- 
down is what the Fed has been aiming to 
achieve by raising interest rates six times in 
the past 18 months. By creating economic 
slack, this should stop inflation rising fur- 
ther. And despite the share-price jump this 
week, recent market edginess will usefully 
remind investors about risk and so deter 
reckless investment. 

The markets are also right that few econ- 
omists are actually predicting a hard landing. 
The average forecast for growth in 2001 by 15 
economists polled by The Economist this 
week was 3.0%. That sounds like a super-soft 
landing. Yet there are three reasons for think- 
ingthateconomists and investors are under- 
estimating the risk of a hard landing. First, 
there are growing signs of financial stress. 
Second, history shows that soft landings are 
hard to pull off. And third, a slowdown to 
2-3% will do too little to correct various econ- 
omic and financial imbalances that have 
emerged, leaving the economy vulnerable to 
a future hard landing. 

Start with the financial markets. One 
reason for gloom is the 
plunge in the Nasdaq, 
which even after this week’s 
recovery is still down by al- 
most 45% from its peak in 
March. The broader sap 500 
is down by a more modest 
10%. This year is likely to be 
the firstsince 1994 that share 
prices end the year lower 
than they started. American 
households have already 
seen almost $2 trillion 
wiped off their wealth, and 
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prices could fall further if, as so often hap- | 


pens, excessive optimism is swiftly replaced 
by excessive pessimism. Sliding share prices _ 
tend to hog the headlines. But less notice 
yet perhaps more worrying, is that credit 
markets are drying up, as investors flee risk, 
making it harder and: more expensive. fo 
many firms to borrow. 

In his speech, Mr Greenspan was anx 
ious to point out that conditions were not à 
bad as in late 1998. Yet spreads between jun! 
bonds and Treasury bonds are at their wid 
estsince the 1991 recession, wider even than 
in October 1998 when Long-Term Capi 
Management nearly collapsed. Corporate 
bond. yields have not risen. for the most 
creditworthy firms, but the тро market ha: 
more ог less. closed, and banks have become 
far more cautious. А recent Fed survey found . 
that a net 44% of banks reported a tighteniny 
of lending standards to firms in November, | 
the highest since November 1990, in the mid- 
die of America’s last of recession. That tight- 
ening reflects а deterioration in credit qual- 
itv. Growth of bank lending to commercial 
and industrial firms has come to a halt, com- 
pated with annual growth of 12% at the end 
Of 1998. 

Mr Greenspan, indeed, was this week 
urging banks not to swing too far towards: 
caution. One theory in Wall Street is that the | 
Fed is worried that a single big bankruptcy: 
might seriously dent public confidence, An- 
otheris that it thinks some banks may be ex- 
cessively exposed to loans to private-equity 
firms, which could threaten the banks"own 
health if those loans turned sour. But what-: 
ever the reason for the Fed's nervousness, à 
drying-up of credit is dangerous for an ex-- 
pansion built on investment and easy access 
tocapital. A combination of a higher cost of 
capital and lower profits may force firms to 
slash their capital spending. 

Investment, especially in information 
technology (rr), has been the driving force of 
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- America’s economic expan- 
sion. Business investment 
has almost doubled its 
share of Gop over the past 
decade (see chart 2). Over 
the second half of the 1990s 
firms'spendingon rrequip- 
ment grew at an annual rate 
of 26%. Recent studies sug- 
gest that this investment ex- 
plains much of the increase 
in America's labour-pro- 
ductivity growth, to an av- 








uberance of recent years 
may have encouraged over- 
investment, and so created 
excess capacity. If so, firms 
are more likely to slash in- 
vestment now. The second 
is that, after falling for a cou- 
ple of decades, prices for rr 
equipment and software 
were flat in the year to the 
third quarter. That matters 
because rr investment has 





erage of almost 3% over the 
pastfive years, double the average in the pre- 
vious 20 years. 

As а result, the American economy has 
enjoyed a splendidly virtuous circle: strong 
investment has lifted productivity growth 
and helped to hold down inflation; this has 
boosted profits and share prices. That, in 
turn, reduces the cost of capital and so en- 
courages further investment and productiv- 
ity gains. Meanwhile, faster growth in Amer- 
ica has resulted in a stronger dollar, which 
has also helped to hold down inflation and 
interest rates and so supported growth. 

Whether the American economy has a 
soft or a hard landing now hinges largely on 
what happens to investment and pro- 
ductivity. In the third quarter the growth in 
business investment fell to an annual rate of 
7.8%. Most economists reckon that invest- 
ment will continue to slow, but not actually 
decline. But the danger is that the virtuous 
circle could turn vicious:a falling stockmark- 
et, by raising the cost of capital and denting 
confidence, could reduce investment and so 
productivity growth and profits—pushing 
share prices down even more. 

Slower productivity growth would also 
push up unit labour costs and hence infla- 
tion, making it harder for the Fed to ease pol- 
icy. Labour markets are so tight that even 
slower growth may not immediately ease 
wage pressures. The employment-cost index 
in the business sector has risen by 4.6% over 
the past year, its fastest since 1990. So far this 
has been offset by rising productivity 
growth, but the 12-month rate of growth in 
unit labour costs has started to edge up (see 
chart 3) Slower growth could also push 
down the dollar, further cramping the Fed's 
room to cut interest rates. 

As СОР slows, so will productivity 
growth, as some of the recent rise in pro- 
ductivity is purely cyclical. Many econo- 
mists reckon. that structural labour-pro- 
ductivity growth, stripping out the effect of 
the cycle, is now around 3-3.5%. But the true 
increase in sustainable productivity growth 
may have been more modest. During the 
next year or so the "new-economy thesis", 
which holds that productivity growth has 
been pushed up to unprecedented levels, 
will be well and truly tested. 

There are two further reasons to worry 
thattheinvestmentboom could tum to bust. 
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been spurred by falling 
prices. The rate of deflation for computer 
prices has slowed from an annual 25% to 11%; 
software prices actually rose by 7%. This may 
just reflect big wage increases in software 
and component shortages in the computer 
industry. But it could point to slower future 
growth in rr investment. 

A sharp fall in investment could be 
enough to trigger a recession. If consumer 
spending (which accounts for two-thirds of 
соғ) continues to hold up, such a recession 
would be mild. If, however, consumers also 
decide to tighten their belts, things could 
turn very nasty indeed. Consumer spending 
grew by 5* in the year to the third quarter, 
but surveys suggest that consumer confi- 
dence is weakening slightly from historically 
high levels. The big concern is how consum- 
ers might react to risin unemployment and 
lower share prices. 


Ahard history lesson 


Itis a sobering thought that the Fed has rarely 
achieved a soft landing: the only time in re- 
cent history was in 1994. The easiest circum- 
stances in which to engineer a soft landing 
are when output growth is running above 
potential, but there is still spare capacity. The 
rate of growth then has merely to be slowed 
to the potential growth rate, and unemploy- 
ment does not need to rise. Today, however, 
overly rapid growth has lifted the level of 
American output above its sustainable ca- 
pacity, pushing up inflation. So growth now 
has to be slowed to below trend. This means 
unemployment needs to rise, which makes a 
soft landing trickier to achieve. Even a small 
rise in unemployment soon dents consumer 
confidence. According to Goldman Sachs, 
since the second world war, whenever the 
unemployment rate has risen by more than 
0.3 percentage points (on a three-month av- 
erage basis), the outcome has been recession, 
with the jobless rate eventually rising by be- 
tween two and four percentage points. 
Stephen Roach, chief economist at Mor- 
gan Stanley Dean Witter, suggests two rea- 
sons why soft landings are rare. First, slower- 
growing economies are more vulnerable to 
shocks than fast-growing ones. A shock, 
such as a further rise in oil prices, a stock- 
market crash or another Asian crisis, for ex- 
ample, could easily turn a soft landing intoa 
hard one. In the late 1980s economists 


‘One is that the irrational ex- 






thought there would be a soft landing—until 
oil prices took off. 

A second reason is that a slower-growing 
economy exposes excesses that were 
masked by rapid growth. In the late 1980s it 
was the exposure of financial institutions to 
the property bubble. During the boom, 
bloated asset prices had obscured reckless 
lending. But as growth slowed and prices fell, 
borrowers were unable to service their debts. 


Onabinge 
There are plenty of excesses around this time 
too. America has three sorts of imbalance, all 
interconnected: net private-sector saving is 
negative, households and firms have built 
up huge debts, and the current-account defi- 
cithas risen toa record. 
* Negative net saving. In the five years to 
1999, rising share prices boosted the wealth 
of American households by $10 trillion. 
These gains encouraged households to save 
less out of their current income, pushing the 
personal saving rate into negative territory 
for the first time since the 1930s. This hap- 
pened at the same time as business invest- 
ment soared. As a result the private sector is 
running а record financial deficit (the differ- 
ence between the saving of households and 
firms and their investment) of about 6% of 
cpp. Over the previous four decades net sav- 
ing has never before turned negative for 
more than a year (see chart 4 on next page). 
If private-sector net saving corrects to its 
historical norm, this would imply a big fall in 
demand as consumer spending and invest- 
ment fell. Elsewhere in the world, a private- 
sector deficit on this scale (as in Britain and 
Sweden in the late 1980s) has resulted even- 
tually in a hard landing. America looks 
highly vulnerable. If share prices fall further, 
the reverse wealth effect оп consumer 
spending could be bigger than in the past. 
Households will be starting with negative 
saving, giving them no cushion to fall back 
on;and they have never before had so much 
of their wealth tied up in shares. 
* Debt. Households and firms have been 
borrowing hand over fist, lifting total priv- 
ate-sector debt toa record 150% of cpr. Opti- 
mists point out that debt has actually fallen 
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sott at if жеги fall and нин 
sell their shares at the same time, 
| Il fall again. А large debt burden on 
| dts own is unlikely to trigger a recession in 
| America, but if the economy slows for other 
reasons it may easily exacerbate a: slow- 
“down, turning it into a deeper recession 
when debtors are forced to cut spending. 
• Thecurrent-account deficit. America 
will need to borrow from the rest of the 
world this year some 4.5% of its сюр, up from 
17% in 1997. This deficit has been easy to fi- 
hance while growth and investment returns 
.have been higher in America than else- 
where, but as growth and profits slow, dollar 
assets will look less attractive to intema- 
“tional investors. The strong dollar has played 
» a big part in America’s virtuous circle, help- 
ing to hold down inflation and hence inter- 
est rates. If the dollar were now to go into re- 
verse, it would make the Fed's task of 
responding to a recession much harder. 
Over the past two weeks, evidenceof a slow- 
: down in America has pushed the dollar 6% 
lower against the euro. 

In theory, all these imbalances could be 
unwound gradually over a long period. Ex- 
perience suggests, however, that financial 
excesses all too often lead to more abrupt 
economic turning points. 

None of this means that America is cer- 
tain to head for a deep recession, let alone a 
depression. Deep recessions are generally 
caused by big policy mistakes. In the 19305, 
for instance, monetary and fiscal policy 
were initially tightened despite falling prices. 
Policy was also inept in Japan in the early 
1990s: the Bank of Japan continued to raise 
interest rates for a year after the stockmarket 
collapsed, and was then slow to start cutting 
rates. Mr Greenspan is unlikely to repeat 
those mistakes. 

Indeed, the risk is that he may be too ea- 
ger to cut interest rates in response to the 
slowdown, as he did after the 1987 stock- 
market crash and after the 1998 near-col- 
lapse of trem. The futures markets seems to 
expect the Fed to cut interest rates by half a 
pointin the first half of next year. But the risk 
is that the Fed has created a classic moral- 
hazard problem: it has encouraged investors 

40 take more risks in the belief that interest 
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or the economy slows. That may engineer a 
soft landing now, but it also runs the risk of 
an even harder landing in future when the 
markets and the debt overhang have 
climbed even more. 


When America sneezes 


Suppose America’s economy did suffer a 
hard landing, how would the rest of the 
world fare? Since 1997, America’s сюр growth 
has directly accounted for about one-third 
of global growth. If the indirect benefits of 
American imports are added in, then Amer- 
ica has, according to Morgan Stanley Dean 
Witter, accounted for no less than half of the 
increase in global output. If that engine stalls, 
everybody will be hurt. 








There are three channels through which 
a downturn in America might harm other 
economies: trade, exchange rates and capital 
flows. America’s booming economy has 
sucked in imports from abroad. As its econ- 
omy slows, import growth will fall more 
sharply than сюр. Canada and Mexico are 
the most dependent on the United States: 
their exports across the border account for 
33% and 21% respectively of their Gprs. Sev- 
eral East Asian economies, such as Malaysia, 
the Philippines and Thailand, also export at 
least 10% of their с̧ррѕ to America. In Japan 
and Western Europe, the proportion is 
around only 3%. So the impact of a fall in ex- 
ports to America will be more modest. 

A second channel is the exchange rate. If 
a hard landing brings a sharp fall in the dol- 
lar against the euro and the yen, it would fur- 
ther squeeze exports from Japan and Eu- 
rope. On the other hand, it would assist 
countries such as Argentina that have 
pegged their currencies to the dollar. 





rates will always be cut if share prices slump 


AMERICA'S ECONOMY 












for emerga mark 
panicky investoi 
average risk premiun 
government debt 
bonds has increase 
points in early Septem 

Until a few months ago! 
hoped that a slowdown in 
Бе offset by faster growth in Europe 
рап. However, both these now showsi 
siowing too. According to figures ou 
week, Japan's сор grew by an annual rate o 
only 1.0% in the third quarter; its growth ir 
the second quarter was also revised down 
sharply, from. 4.2% to 0.9%. Japanese con- 
sumer spending remains flat, and if export 
to America were to fall, the economy could 
well slip back into recession. 

Growth in the euro area is also past it 
peak, though it is still running at a respec 
able rate of close to3%. Europe is alsoin 
ter position to withstand а recessi 
America. It has much more scope to 
terest rates or to loosen fiscal policy than J 
pan, where interest rates are close tozero and 
public debt is spiralling out of control. Eu- 
rope could also cope with a crash in global 
stockmarkets better than America, because. 
households own fewer shares, and itsecon- 
omy is not beset by the same sort of econ- 
omic imbalances. 

Emerging economies have most to lose. 
from a hard landing in America, because the: 
recoveries in Latin America and Asia have | 
been driven largely by exports to the United © 
States. Asia is particularly dependent on ex~. 
ports of electronic equipment. A slump in 
America would be doubly unfortunate, | 
since concerns over emerging economies аге: 
already rising. Turkey is suffering a banking. > 
and currency crisis; Argentina is struggling tO ` 
service its debts; South Korea is being shaken 
by massive corporate bankruptcies; and the 
Philippines and Indonesia are in the grip of 
political tensions. | 

Clearly, itis not only Mr Greenspan who: 
should now be keeping his fingers firmly 
crossed. The fate of the whole world econ- 
omy hangson America. The American econ- 
omy may yet get its soft landing. But only a 
fool would take this for granted: the risk of a 
much bumpier touchdown is real. 
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FINANCE AND ECONOMICS 


Turkey and the IMF: take 


ten billion 


ANKARA AND WASHINGTON, DC 


A rapid and generous rescue qeu from the IMF has helped Turkey to fend 


off a financial crisis. But wil 
back on track? 


ЕТЕК 18 months of relative calm under its 
ildly liberal prime minister, Bulent 
Ecevit, Turkey nearly went off the rails last 
week. It ran into its worst financial crisis in 
recent years and at the same time found it- 
self re-entangled in an argu- 
ment with the European Union 
about its status as an applicant 
for entry into the EU. 

For the moment, the train 
seems to be back on the tracks. 
The collapse of the govern- 
ments  anti-inflation pro- 
gramme, plus a massive deval- 
uation of the Turkish lira, were 
avoided when the iMwr an- 
nounced on December 6th that 
it would stump up $7.5 billion of 
new loans (and $10.4 billion 
overall) for Turkey over the 
coming year. The Istanbul 
stockmarket, previously in the 
dumps, shot up, and interest 
rates fell (see chart). On the 
European front, a last-minute 
compromise was struck be- 
tween Turkey and the £u’s lead- 
ers before their Nice summit 
over the wording of adocument 
that sets out the terms that Turkey has to 
meet before it can start membership talks. 

The Mr's action is both bold and unilat- 
eral. Unlike many previous bail-outs, where 
huge headline figures depended on fickle 
promises from unreliable governments, this 
promises real money, much of it available 
soon. The organisation has learnt some les- 
sons since its less-than-glorious support for 
the crawling-peg exchange-rate regimes of 
Russia in 1998, and of Brazil in 1998-99. 

Unlike Brazil's, Turkey's currency is not 
chronically overvalued. And until the past 
few months, the country had been making 
considerable economic progress. For the first 
time since 1985, inflation has fallen below 
40%, according to figures released last week; 
economic growth has picked up; and public 
debt is falling as a percentage of сюр. More- 
over, unlike Russia in 1998, Turkey was not a 
chronically mismanaged economy in which 
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it be enough to get Turkey's economic reforms 


the government persistently failed to push 
through reforms. Instead, it was doing fairly 
well. It was hit by a sudden financial panic, 
exactly the type of situation where support 
from the ir can (and should) be effective. 





Ataturk in the picture at Turkey's latest IMF signing 


But, in the longer term, will it be? The IMF 
is offering a lot of money. The $7.5 billion that 
is coming from the srr (a special loan facility 
charging penal interest rates) is, proportion- 
ate to Turkey's "quota" (or share in the IMF), 
one of the largest ever offered. It was much 
more money than the mar- 


failed banks that are under government ad- 
ministration. The inquiry, which led to the 
arrest of several prominent bankers and 
businessmen, including Murat Demirel, the 
nephew of former President Suleyman De- 
mirel, caused foreign investors to sell both 
Turkish treasury bills and shares. 

This put the squeeze on banks that had 
borrowed large amounts of money to fi- 
nance lucrative government-bond риг- 
chases. Their appeals to healthier banks for 
help were turned down and there then fol- 
lowed rumours of further bank failures. 
Even more capital then fled and the liquidity 
crunch sent Turkish overnight inter-bank 
lending rates toa giddy 1,950%. 

Much of the current wobble has been 
blamed on poor regulation of 
Turkish banks, and the govern- 
ment's reluctance to let failing 
ones go under. But the rot en- 
demic to the banking sector is 
only part of the story. Massive 
corruption permeates just 
about every state institution. 
The only good news is that it is 
increasingly under attack. 

Hundreds of mobsters, drug 
dealers and other assorted crim- 
inals have been put behind bars 
recently as a result of an un- 
precedented war against organ- 
ised crime by the country’s inte- 
rior minister, Sadettin Tantan. 
Crooked bankers have been 
among his prime targets. A 1994 
law, under which the state fully 
guarantees all bank deposits, 
made banking one of the most 
lucrative sectors for crooked en- 
trepreneurs with influential po- 
litical friends. Many set up banks and col- 
lected funds that they siphoned off into their 
other businesses, or simply stashed away in 
private bank accounts held outside the 
country. When the banks collapsed, the 
Turkish taxpayer was left to foot the bill. 

The cost of bailing out 





kets had been expecting, Ouch! 
and more than Turkey has 
lost in reserves in recent 
weeks. Such big commit- 
ments, though, inevitably 
involve big risks, especially 
when the rmr’s track record 
in shoring up exchange 
rates is hardly exemplary. 
So what are the chances of 
Turkey pulling round? 
Theimmediatecauseof |, ‚2, 
last week'scrisis was a crim- 
inal investigation into ten 





Overnight interest rate 
daily average, pa, % 





Source: Central Bank of Turkey 


the ten banks now in receiv- 
ership is estimated at $10 
billion. And the bill is set to 
rise, with the collapse on 
December 6th of yet an- 
other small privately 
owned bank, Demirbank. 
Financial analysts say that 
as many as ten more small- 
ish banks could go under. 
The mr has told Mr Ec- 





1,000 


‚1,4, aa o) €Vit's government either to 


pull the plug on these or to 
forget about further fund- 
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ing. Mr Ecevit has also been instructed to 
speed up the long-delayed privatisation of 
state-owned companies, including the tele- 
coms giant Turk Telekom, and to keep gov- 
ernmentemployees’ wage increases down to 
aminimum. 

All this seems likely to make Mr Ecevit 
and his coalition partners from the centre- 
right Motherland party and the far-right 
Nationalist Action Party increasingly un- 
popular with voters. On December tst, tens 
ofthousands of government workers took to 

. the streets, after calling a day-long strike in 
order to protest against a 10% nominal hike in 


their pay. 

But Mr Ecevit has been having some luck 
lately. Faced with a constitutional ban over 
its supposed attempts to introduce Islamic 
rule, and bogged down in internecine feuds, 
the country’s largest opposition group, the 
modestly Islamic Virtue party, has done little 
to dent the government. And the one party 
best placed to attack Mr Ecevit's “surrender” 
to the mr, the left-wing Republican People's 
Party, did not even make it into parliament 
in last year’s general elections. 

Ultimately, however, Turkey’s economic 
recovery hinges on its commitment to im- 
plementing long-overdue democratic re- 
forms and on its ability to weed out corrup- 
tion. It would also help if Mr Ecevit could 
gather up the courage to chip away at the 
military’s enormous budget. So far, this has 
always been approved by parliament, with 
no questions asked. 

The decision of Abdullah Ocalan, the 
Kurdish guerrilla leader, to call off his crip- 
pling 15-year-old armed campaign for Kurd- 
ish independence following his capture last 
year invites such questions. It also raises an- 
other. Can Mr Ecevit fend off the generals' 
continuing intrusion in politics? These are 
questions to which both the rwr and the EU 
will be seeking answers in the months and 
years tocome. 

„зе M 





EU takeover rules 


Poisoned? 


The EU’s takeover directive is in danger of being sent off track by some recent 


amendments 


OST European governments have felt 

for some time that their single market 
needs a single takeover code to speed up vi- 
tal corporate restructuring. The Council of 
Ministers of the European Union approved 
a draft directive to that effect in June. But 
now members of the European Parliament 
have thrown a spanner in the works. On No- 
vember 28th, the parliament's legal affairs 
committee approved several amendments 
to the proposed directive that have made 
bankers and regulators hopping mad. 

The critics claim that the amendments 
will destroy precisely what the directive was 
meant to achieve: a transpar- 
ent and fair takeover process, 
with equitable treatment for 
minority shareholders. A full 
session of the parliament is ex- 


parties, including Britain's Takeover Panel, 
are fighting a rearguard action to persuade 
Euro-Mrs to vote the amendments down. 
The panel is worried about two amend- 
ments in particular. One would allow na- 
tional supervisors to give company boards 
the right to devise defensive measures to de- 
ter predators, without first obtaining share- 
holder approval. Such measures include 
"poison pills", designed to make takeover 
targets unpalatable—in the way, for exam- 
ple, that Gucci issued new shares in 1999 to 
escape from the clutches of tvmu. Such de- 
vices are anathema to those who want bid- 














ders to compete on equal terms in order to 
get the best price for shareholders. 

The "rapporteur" for the parliamentary 
legal affairs committee, Klaus-Heiner Lehne, 
a Christian Democrat from Düsseldorf, 
notes that such poison pills are allowed in 
America. Moreover, he says that the original 
directive allows shareholders to approve de- 
fensive measures, although not in advance. 
The main thrust of his amendment, he 
claims, is merely to allow companies’ boards 
to secure the backing of shareholders before 
any bid is forthcoming. It is difficult, he says, 
for companies such as Volkswagen and 
DaimlerChrysler, with large numbers of 
shareholders, to organise meetings at short 
notice during a bid. For himself, Mr Lehne 
says he dislikes the American-style mea- 
sures. But he believes that it is politically im- 
possible to sweep away the panoply of de- 
fensive options that exist in continental 
countries’ systems. 

A second amendment has the urbane 
Patrick Drayton, director-general of Britain’s 
Takeover Panel (who was no wild enthusiast 
even for the original, unamended draft di- 
rective), seething with rage. It widens the du- 
ties of company boards to include employ- 
ees as well as shareholders. Specifically, it 
requires directors to have "a view to safe- 
guarding jobs". In a confidential letter to 
panel members, Mr Drayton says this 
"would effect a radical change in the nature 
of directors’ duties which is completely at 
odds with ux company law.” 

Mr Drayton is also concerned about the 
proposal, in another amendment, to split the 
regulation of certain takeovers between dif- 
ferent countries—-eg, when the shares of the 
target company are traded in more than one 
jurisdiction. He says itis totally 





unworkable, and Mr Lehne 
(for once) agrees with him. But 
the Euro-mp says that this 
measure was put in only to 





pected to approve the amend- 
ments on December 13th, after 
which there will be a round of 
wrangling (so-called "concilia- 
tion") between the council, the 
parliament and the European 
Commission. 


keep the Socialists happy, and 
that it will be wrung out during 
conciliation. 

Mr Lehne, who has seen 
off trade unionists who 
wanted to have a formal say in 
takeover battles, has little sym- 








A number of interested 
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pathy with Mr Drayton's con- 
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. cems about employees. It is still sharehold- 
ets who will decide, he says: the board will 
merely have to consider employees, and to 
share information with them, before it 
makesits recommendation. 





USSIA Seconomym may look perky atfirst 
glance, but the people who know it 
best—rich Russians—are still voting against 
it with their wallets. They are shovelling 
money into safer countries as fast as ever. 
The simplest and crudest measure 
comes from the foreign-trade figures. Russia 
is heading for a $60 billion trade surplus this 
year. Yet central-bank reserves look set to 
rise by only $16 billion, and the country has 
paid out $1 billion in servicing its debts. So 
where's the other $33 billion? 
с^ Some of it goes into genuine savings or 
“investments abroad—or into cash holdings 
“of dollars inside Russia, which are legal and 
staggeringly high. The us Treasury estimated 
.in January that Russians hold $60 billion in 
cash, about the same as is held in cash in the 





United States. But most of it slips away in 
scams, ranging from the simple to the elabo- 
rate, that all have the same aim: to land the 
money somewhere more attractive. 

However much they protest otherwise, 
that inevitably involves western banks, and 
not only those in traditional havens such as 
Cyprus or the Cayman Islands. A recent re- 
port by America’s General Accounting Office 
says that Citibank in New York failed to su- 
pervise properly the transfer of $750m 
through numerous Russian-owned accounts 
over the past ten years. Citibank admits that 
its monitoring at the time fell short of the 
standards that would be required today. 

What catches the headlines is the con- 
nection of these financial flows with crime. 
However, the proceeds of truly illegal busi- 
ness—the drugs trade, prostitution, bribes 
and so on—are probably only a small part of 
the money flowing out of Russia: there is little 
point in taking the risk of sending criminal 
gains out of the country directly when there 
are so many local opportunities to turn the 
cash intolegal-seeming revenues, and then to 
exportit. 

Capital leakage, as acl isnot necessarily 
illegal, especially in a country where the laws 
are as confusing and contradictory as they are 
in Russia. "It's a very grey area. Most of the 
capital leaks abroad are against the spirit of 
the law, but not the letter,” says Roland Nash, 
an economist at Renaissance Capital, a Mos- 





Refuse i in a a storm 


HEN America's economy sneezes, 

the rest of the world catches a cold. А 
new report from J. P. Morgan suggests that, 
for a number of European banks, the cold 
could soon become pneumonia. If Amer- 
ica were to experience a recession as bad as 
that of the early 1990s, J.P. Morgan reckons 
that it could wipe out over a year’s after- 
tax profits for Crédit Lyonnais, and more 
than four-fifths of Deutsche Bank’s, albeit 
over several years. 

European banks’ exposure to 
North America has increased over 
the past decade, partly thanks to 
the strength of the dollar and partly 
because many of them have cut 
back on their business in emerging 
markets. Banks such as ABN Amro, 
Deutsche, BNP Paribas and Société 
Générale now have between 16% 
and 30% of their loans in North 
America. 

More worrying still is the 
make-up of these banks’ American 
portfolios (see chart). According to 
data from Loanware, a research 
firm, European banks have been 
particularly active in sub-invest- 
ment-grade lending—loans that at- 
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cow investment bank. One well-worn 
wheeze is to pay for imported goods or ser 
vices that never materialise. Another is to pa’ 
for real imports offshore, while declari 
only a fraction of their value at customs. If 
you want to import alcohol, you are muc! 
better off declaring it as (duty-free) baby food 
and bribing a customs official. The statistics 
show the cheap mush, not the expensiv 
booze. So imports into Russia are generali 
vnder-reported. 

Asa percentage ofthe trade surplus, capi 
tal flight is falling. The unexplained differ- 
ence between Rüssia'soil exports and oil rev. 
enues has narrowed sharply in recent years 
‘This could be partly because the authoritie: 
are keeping a keener eye on the oil tycoons 
Undelivered importsseem to be falling too, 
are holdings of dollars, according to Russia's 
central bank. Central-bank reserves, which: 
had been edging up by only $500m a month 
have recently shown:a much sharper rise. 
The latest weekly figures show a rise 9 
$400m to $27.5 billion. 

That chimes. with anecdotal evidence. 
that some Russian companies are starting tO 
invest at home. Siberian Aluminium, for ex 
ample, has bought a decrepit car company, 
Gaz, and this week announced plans for 
new engine plant. And Russia’s best-run oi 
company, TNK, recently bought a state- 
owned oil producer, oNACO. 

It may just be that Russians are gettin 


„элт 





tract an interest rate of at least 125 basis 
points (hundredths of a percentage point) 
above Libor, a benchmark dollar interest 
rate. These "junk" loans are the ones that 
companies are likely to have most diffi- 
culty repaying. 

In their defence, many of the banks ar- 
gue that they retain only a small propor- 
tion of these loans on their books. HypoVe- 
reinsbank, for example, says that 


sub-investment-grade loans actually ac- 
count for less than 30% of its North Ameri- 
can book. This may be true, but the JP. 
Morgan figures reflect only credit that has 
been drawn: many banks have given un- 
dertakings to lend even more. And experi. 
ence shows that higher-yielding (or lower-.. |. 
quality) loans are more likely to be drawn... 
Five European banks—asn Amro, 
Deutsche, HSBC, BNP Paribas and Bar= 
clays—-are among the top ten lenders tothe 
shaky тмт (telecoms, media and technol- 
ogy) sector, now stuffed with sub-invest- 
ment-grade firms. Moreover, TMT 
companies have been responsible 





ment-banking fees in both Amer- 
ica and Europe over the past five” 
years. For Deutsche's investment- ` 





Total loans to 
North American 
borrowers, $bn 





banking arm, they have accounted | 
for 56% of equity underwriting for = 
its rival, Dresdner Kleinwort Ben- 
son, a staggering 80%. | 

These revenues тау not disap- 
pear entirely, but they could fall off. . 
sharply. J.P. Morgan is expecting a 
decline in European investment 
banks’ business with тмт compa- 
nies to bringdown profits, with uns 
Warburg and Société Générale 
likely to turn in declines of as much 
as one-third. Atishoo! 


for almost all the growth in invest- 
| 
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better at slipping money offshore discreetly. - 
Or the government may be getting tougher at 
enforcing the rule that exporters must repa- 
triate 75% of their proceeds. But the really 
odd thing isthat capital flight, which еуелп оп 
aconservative guess has already put $100 bil- 





at all. Conditions for investment in Rus- 
sia~by the country’s own, admittedly dis- 
mal, standards—-have never been better. But 
for those in the know, they are apparently 
still not good enough. 
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American stockbrokers 


No such thing as a free trade 


NEW YORK 


The SEC wants greater transparency in the prices of share trading. A new 
study shows how far “cheap” online dealing is from being a free-trade area 


HE online brokers and electronic share- 

trading systems (ecus) that have shaken 
up America’s stockmarkets over the past few 
years have one big selling point: they claim to 
make trading cheaper than Wall Street’s old 
firms and exchanges ever did. The popular 
CNBC business channel runs acon- 
stant stream of advertisements of- 
fering viewers the chance to buy or 
sell shares for as little as $8 a trade, 
compared with the $200 or so that 
traditional brokers would have 
taken in commission not so long 
ago. But the current investigation 
by the Securities and Exchange 
Commission (sec) into the com- 
` missions charged by some brokers 
for a share in hot initial public of- 
fering stocks shows that they can 
vary massively. 

In fact electronic upstarts’ true 
trading costs are higher than they 
look. How much higher will be- 
come clear later this month when 
the sec, America's main market 
regulator, releases a study on the 
"quality of execution” in the Amer- 
ican markets—for which read 
“costs”. The sec collected the data 
in June and, so far, it has released 
one tantalising finding: 85% of all 
the orders it examined were chan- 
nelled to market places that did not 
offer the best price ("execution"). 

How biga difference might that 
make? A conservative number, says Richard 
McSherry, chief executive of. Elkins/ 
McSherry; a pricing analyst much used by 
cost-conscious institutions, is one-eighth of 
a point, or $640na common 500-share trade. 
It does not take many one-eighths tounder- 
mine the sales pitch of some “cheap” traders. 

Besides their commissions, there are 
three popular methods used by brokers for 
recouping costs: 

* Payments for order flow. Most of the 
best-known discount brokers, including 
E*Trade, Ameritrade, Charles Schwab and 
TD.. Waterhouse, who between them ac- 
count for 60% of the online industry, are paid 
several cents a share by those who consum- 
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mate their orders, suggesting (though this is 
widely debated) that the customer may not 
be receiving the best price. 

* Internalising orders. In this method, 
also used by Charles Schwab, buyers and 
sellers are matched in-house. This raises 





questions about who is getting the best deal 
and whether a fat spread goes to Schwab in 
the process. 

* Trading on information provided by 
theorders themselves. Here brokers use their 
customers' orders to gauge supply and de- 
mand in the market and to influence their 
own proprietary trading, a tactic rife with 
potential conflicts of interest. 

New sec rules that will take effect at the 
end of January will make disclosure of some 
of the hidden costs of dealing routine. Under 
the rules, stockbrokers will be required to tell 
customers in which market their trade was 
executed, whether the broker was paid for 
the order, and what the spread was. In the 


lion abroad in the past decade, is continuing 









past, brokers were told simply to provide 
their customers with "best execution’, with- 
out being given much guidance about what 
that meant. 

This extra information could change the 
competitive balance in the securities indus- 
try. Industry insiders expect part of the sec’s 
study to compare the trading costs of shares 
listed on the New York Stock Exchange 
(nyse) with those of similar-sized compa- 
nies traded on Nasdaq. It is understood to 
show that trading costs were lower on the 
NYSE, despite its continued use of an old- 
fashioned hardwood trading floor. 

The nyse will be pleased to have the sec 
confirm its cost-effectiveness—even though 
it is more likely to stem from high volumes 
that allow it to spread costs than from inher- 
ent advantages in its antiquated trading sys- 
tem. The conclusion will not, however, de- 
light Nasdaq, which has yet to prove 
conclusively that its electronic systems pro- 
vide a superior marketplace. To be fair, com- 
parisons are difficult because: the 
markets trade in different 
ways--by auction on the nyse, by 
dealers’ bids on Nasdaq—so econo- 
mists will be sure to argue over 
whether the sec’s results are at all 
meaningful. 

For Nasdaq's future competi- 
tiveness, much hinges on the sEc's 
pending decision on whether to ap- 
prove the exchange’s so-called “Su- 
perMontage”. This is a screen for 
showing the share quotes that are 
available from the exchange's con- 
situent brokers and the EcNs. It 
also (at least in theory) allows them 
to be ranked according to their full 
trading costs. 

The ecns have lobbied furi- 
ously against SuperMontage, alleg- 
ing, perhaps with justification, that 
it is an attempt to put them out of 
business. But, after numerous 
changes to its proposal, Nasdaq 
now seems to have come up with 
something that the sec can live 
with—and barring intervention by 
Congress, it may be approved to- 
wards the end of the year. 

Where will that leave the ten ecNs? Most 
of them, including Island and Archipelago, 
havesprung upin the past three years (Insti- 
net has been around for longer). They have 
often been touted as the future of trading, ca- 
pable of blowing away both the nyse’s floor- 
based system and traditional Nasdaq bro- 
ker-dealers. Yet few rcns have justified the 
initial enthusiasm for them by attracting 
much trading volume. A consequence of 
fuller disclosure could be that some will dis- 
appear. Already this year the share prices of 
most e-brokers have plunged. Perhaps Wall 
Street knew. that the rules of the game were 
about to change. 
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WTO 
Briefs in a twist 


HE road to hell, as is well known, is 

paved with good intentions. And no 
doubt the Appellate Body (A5) of the World 
Trade Organisation (wro) meant well when 
it decided to allow non-governmental orga- 
nisations (NGOS)and academics tocomment 
on a dispute between France and Canada 
over a particular brand of as- 
bestos. The wro wanted to 
spare developing countries 
from facing similarly 
(and expensive) disputes. But 
in attempting to do this, it has 
upset both Ncos and aca- 
demics, and (worst of all) pro- 
voked the ire of developing 
countries themselves. 

Itall started when Canada 
filed suit against a French ban 
on imports of chrysotile as- 
bestos at the wro's Dispute 
Settlement Body, of which the 
ABisa part. This form of asbestos, the plain- 
tiffs argued, was not as dangerous as the no- 
torious amphibole asbestos. To ban chryso- 
tileasbestos would, they argued, be rash and 
unfair to Canada's exporters. 

The Ав took action, trying to do justice 
both to the public's interest in matters of 
health and to the wro's recent efforts to al- 
low private-sector groups and NGOs a voice 
in its deliberations. The body invited con- 
cerned parties to submit amicus curiae 
briefs about the case. It issued a short set of 
rules for making an application to submit a 





brief, and received 17 replies from, among 
others, Greenpeace, an environmental lobby 
group, the American Public Health Associa- 
tion (АРНА) and an academic at the Univer- 
sity of Michigan. 

The respondents, however, never got to 
write their briefs. Within hours of the dead- 
line for receiving their applications, the AB 
rejected all of them. Several respondents re- 
ceived the same rejection letter, claiming 
that they had not complied with a specific 
section of the rules for making applications. 
Robert Howse, the professor 
from Michigan, cannot un- 
derstand the rebuff. He says 
he wrote the application with 
minute attention to the re- 
quirements stated. 

What happened? Debra 
Steger, director of the AB’s sec- 
retariat, thinksall will become 
clear when the body issues its 
report in March. But it looks as 
if, by trying to be all things to 
all people, the дв got itself into 
a muddle. By setting condi- 
tions for the submission of 
briefs, partly to appease developing coun- 
tries’ concerns, it allowed them to claim that 
it had overstepped its authoriry. 

The Egyptian representative to the wro 
called a special meeting of the group's gen- 
eral council on November 22nd to voice his 
concerns; and the Pakistani representative 
was vociferous in his support. Among the 
council’s members, only America, New Zea- 
land and Switzerland publicly endorsed the 
body’s actions—not exactly the countries 
that the AB was trying to please when it first 
invited outside comment. 

2 1 





German banks 


A change in the Landescape 


FRANKFURT 


Under pressure from the European Commission, Germany's public-sector 
banks are thinking openly about reforming themselves 


OR years, the irresistible force has been 
pushing vainly against the immovable 
object. The European Commission has 
launched one investigation after another 
into the system of state support for Ger- 


The public slice 
German banks' assets by type of bank 
Sept 2000, % of total 
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many’s public-sector banks. But all sugges- 
tions of unfair competition have been re- 
jected by most of the country's politicians 
and by the banks themselves. In July, for in- 
stance, when Gerhard Schróder, the Ger- 
man chancellor, tried to find a compromise, 
Germany's 16 Lander (state) governments— 
which will ultimately decide the banks’ fu- 
ture—refused point-blank to go along. 
Lately, however, the die-hards’ united 
front has begun to crack. Westdeutsche Lan- 
desbank (Wests), the biggest of the 12 “lan- 
desbanks" and the country's fourth-biggest 
bank by assets, is talking openly about re- 
structuring itself along the lines that Mr 
Schröder was suggesting in the summer. The 
German Savings Banks and Giro Association 
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(psGv), which represents the country's 564 
Sparkassen, or savings banks, now says that 
the system of state guarantees for the landes- 
banks and Sparkassen ought to be negotia- 
ble after all. Quite a few state politicians are 
hopping mad at such defeatist talk. But the 
talk is there nonetheless. And when it even- 
tually stops, Germany’s public-sector banks 
could turn into very different beasts from 
what they are today. 

The landesbanks are in fact three banks 
in one: they are banks for state governments, 
providing finance for, say, housing schemes 
and industrial start-ups; they are central 
banks for the local Sparkassen; and they 
compete with private-sector institutions as 
commercial and investment banks. A few 
are also straightforward retail banks. To- 
gether, they account for about 35% of Ger- 
man bank assets (see chart). 

The European Commission’s main in- 
terest lies in two guarantees, Anstaltslast and 

Gewahrtragerhaftung, that are given to the 
public-sector banks by their owners—usu- 
ally acombination of state governments and 
savings-banks associations. The Anstaltslast 
obliges the owners to make sure that the 
banks always have enough money to pay 
their creditors on time; the Gewührtrüger- 
haftung means that the guarantors are liable 
to pay creditors should a bank's assets prove 
insufficient. 

For some time, the commission has been 
considering whether these constitute illegal 
state aid. In particular, it is investigating a 
complaint brought by an association of Eu- 
rope's private-sector banks against three in- 
stitutions, including Wests and Stadtspar- 
kasse Köln, the second-biggest Sparkasse, 
that these guarantees give the public-sector 
banks an unfair competitive advantage. The 
case against them looks strong. Thanks to the 
guarantees, the public banks enjoy AAA rat- 
ings for their long-term debt, even though 
their underlying financial strength is far less 
creditworthy. That means they can lend, and 
borrow, at lower rates on international mar- 
kets. Some have used this edge to become ag- 
gressive market players, and several over- 
reached themselves in East Asia in the 1990s. 

This makes the pressure on Westie and 
North Rhine-Westphalia to find a compro- 
mise with the commission especially strong. 
Anextra problem is that the bank is seeking a 
new boss. Its current head, Friedel Neuber, is 
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Job vacancy: The Economist is looking for a 
new correspondent to write about banking 
and capital markets. This is a demanding, full- 
time job, based in London, for somebody who 
is fascinated by the world of finance and can 
explain clearly its workings and its importance. 
Journalistic experience will be a plus, but is not 
essential. The main requirements are strong 
analytical skills, plenty of ideas and an ability 
to write clearly and concisely. Apply by De- 
cember 22nd, in writing, to the Business Affairs 
Editor, 25 St James's Street, London SW1A 1HG 











93 


PE d i i Gee Lu ЛҮГҮ" De 


FINANCE AND ECONOMICS 





100% guaranteed savers 


due to retire next summer. With the future of 
the bank uncertain, finding a replacement 
might not be easy. So last month Wests let 
slip that it is planning to restructure itself, in 
the hope of heading off the commission's 
probe into its guarantees. Of several models 
under discussion, the favoured one is to 
create a subsidiary without state guarantees, 
which would take over the bank's commer- 
cial business. The parent would continue to 
be the central bank for local Sparkassen and 
the development bank for the state. 

Soon after this, the psGv said that guar- 


antees ought to be negotiable. However, it is 
not exactly prodding the landesbanks into 
coming out with their hands up. It says that 
time will be needed to build up the public- 
sector banks' capital if the guarantee is re- 
moved. The banks have been unable to tap 
equity markets to build up their balance 
sheets; and state governments have been 
largely unwilling to inject more capital. The 
landesbanks have consequently become 
increasingly reliant on subordinated debt 
for their “tier-one” capital: most, if not all, 
say analysts at Merrill Lynch, are now at the 
limit allowed by central banks for this form 
of capital. 


Teutonic plates 

So is the whole landscape about to change? 
Perhaps: if Wests puts its commercial oper- 
ations into a “normal” bank, the pressure on 
the other landesbanks is sure to intensify. 
But change is likely to be slow, and the result 
will be the sum of several forces. One is the 
effect that the removal of explicit guarantees, 
if it happened, would have on the public- 
sector banks’ ratings, and hence on their 
competitiveness. 

A second is the response of individual 
landesbanks. Not all can, or want to, mimic 
WestLB's mooted new structure. Landes- 
bank Rhineland-Pfalz, in which Wests is a 
big shareholder, has said that the model 
would not suit it. WestLB, which is some 30 
times bigger than the dwarf of the group, 
Landesbank Saar, is probably best equipped 
tosurvive as an independent entity. 








VC's mea culpa 


NEW YORK 


T IS the season for those annual round- 

robin letters, stuffed with gripping news 
about little Johnny's school and Aunt 
Pam's dodgy knee. This year, even venture 
capitalists are joining in: 2000 has been so 
exciting that Technology Crossover Ven- 
tures (rcv), a leading fund responsible in 
part for such successes as Ariba, onyx Soft- 
ware, Copper Mountain and RealNet- 
works, has sent its investors an unexpected 
"interim update" on the goings-on. This 
letter, which turned up in The Economist's 
pre-Christmas mailbag, sheds valuable 
new lighton the normally hidden world of 
venture capital (vc). 

In contrast to the still bullish public 
statements of other venture capitalists, rcv 
reckons that bankruptcies in the dot.com 
world are taking place “at a seemingly ac- 
celerating rate" and that the "failure rates 
are likely to be staggering”. For the first time 
in several years, "venture firms are facing 
write-downs and write-offs”. Two pub- 
licly traded firms, смс! and Internet Capi- 
tal Group, have each lost over 90% of their 
اا‎ 











Shom of guarantees, the commercial- 
banking operations of other landesbanks 
might not be so well placed. Merger, or alli- 
ance, is one option; mergers with Sparkas- 
sen, to create vertically integrated universal 
banks, are another. There have already been 
some steps in these directions. Bayerische 
Landesbank and Landesbank Hessen- 
Thüringen, for instance, decided a few 
months ago to set up a joint venture for 
mergers and acquisitions. At the beginning 
of last year, the city of Stuttgart's savings 
bank merged with two other institutions to 
form the vertically integrated Landesbank 
Baden-Württemberg. 

Third, and perhaps most important, is 
politics, in both Brussels and Germany. At 
this early stage, the commission has seemed 
well-disposed to Westis’s plans and the 
overtures of the psGv. But in Germany, even 
though North Rhine-Westphalia may break 
ranks, political resistance to tampering with 
the public-sector banks remains fierce. And 
it is local politicians who will have the final 
say. State parliaments will have to approve 
any changes in the legal status of both the 
landesbanks and the Sparkassen. 

Yet change is in the Germans' own best 
interest. It is one thing for taxpayers, through 
the state banks, to subsidise regional econ- 
omic development. It is quite another for 
them to guarantee banking activities that 
ought to be carried out on a commercial 
footing—not least when those guarantees 
disadvantage other German banks. 








market capitalisation, and “investors are 
questioning their ability even to survive". 

тсу itself had written off four of its 
companies by the end of September, and 
several others had required “significant at- 
tention”. This has prompted some serious 
soul-searching. Although insisting that 
they have done well overall, rcv's partners 
confess to making mistakes. In some cases 
they “failed to scrutinise follow-on invest- 
ments as if they were new deals”. They co- 
invested with “some other venture firms 
we wish we hadn't". And, as a result, they 
were unable to "influence the right out- 
come due to other venture firms' being too 
optimistic too long". There were even a few 
investments that, in hindsight, they wish 
they had not made. “We feel our experi- 
ence should have prevented us from get- 
ting caught up in the euphoria. In a few 
cases, it didn't." 

To avoid a repeat, rcv has taken sev- 
eral steps. It has cut the rate at which itis in- 
vesting its money and focused on compa- 
nies already in its portfolio. The number of 
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boards on which each rcv partner sits is 
being reduced "aggressively"—presum- 
ably so they have time to do some proper 
mentoring. Action or exit plans have been 
drawn upforevery company with “signifi- 
cant questions”. Future investment will be 
more focused on later rounds in more ma- 
ture businesses, as these offer “a better risk- 
reward" ratio in the current environment. 

As for the huge flows into venture capi- 
tal during the past two years, this was 
probably an “anomaly” in which “too 
much capital and too many companies” 
drove away the opportunity to make pro- 
fits, The current environment may well be 
“the state of affairs for some time”. The 
wind, “which has been strongly at the back 
of large technology companies for the last 
five years, has likely diminished signifi- 
cantly”. A recession is possible, and inves- 
tor psychology “may get as negative on the 
downside as it was positive on the upside”. 

All of which gloom, you might think, 
would be enough to send rcv's partners off 
to start another business. But not a bit of it. 
“While the path ahead is likely to continue 
to be bumpy,” they say, “we feel great 
about the fundamental opportunities in 
front of us.” Happy holidays! 
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leading up to this 


able to compete on; 
Germany imposes 
employers in suc 
safety in the w 


German сотрапік 
` vantage. The playing-field is not 
“level. A truly single: market re- 
quires that employers face the 
same health-and-safety rules 
| across the Union. Much the same 
could be said of rules on product 
safety, or on environmental pro- 
tection, or on any aspect of econ- 
omic regulation that has implica- 
tions for production costs—that is, 
any kind of regulation you can 
think of. 

Or consider payroll (social-se- 
curity) taxes. If Germany has 
adopted a system that taxes em- 
| ployers heavily in order to pay em- 

ployees generous pensions, 
whereas Spain taxes less and pays 
less, again this difference will be 
reflected in the costs of doing business, 
Spanish companies will once more have 
the advantage. If competition is not to be 
"distorted" by such anomalies, harmoni- 
sation is needed. The logic applies equally 
to any other kind of tax that directly or in- 
directly affects companies' costs—that is, 
any kind of tax you can think of. 

Itis shrewd of the champions of deeper 
political integration in Europe to make 
their argument in these impeccably liberal 
terms. First, because it builds on the pre- 
mise that the single market is a fine thing, 
which all sides in the argument about Eu- 
rope's future agree on. Second, because it 

-puts а market-friendly face on what is of- 
ten an anti-market prejudice: it is more re- 
spéctable, and more modern, to accuse 
lightly regulated and lightly taxed coun- 
tries of jeopardising the single market than 
of pursuing a wickedly pro-capitalist 





Union summit in- 


In the deba bout how to ensure a “level playing-field” in Europe’s single 
vompeütion are being spotted where they do not—or 





agenda. Provided harmonisation of policy 
ds upwards, meaning higher taxes and 


"tougher regulation, the desired result is 


anyway achieved: a distinctive, uniformly 
"European" social-market economy. 
Yet what is so wrong with this “com- 





“peting on an equal basis" argument? 
Mainly this: inequality in the costs of pro- 


duction is the very basis of trade, and the 
source.of the economic gains that the de- 
signers of the single market say they want 
мо reap. Free trade within the £u between 
rich countries such as Germany and less- 
richones such as Spain is a fine idea not de- 





spite the differences in production costs 
(including costs associated with policy) 
but because of them. It is the differences 
that create opportunities to change the 
structure of production in cost-saving 
ways, which in turn raises incomes and liv- 
ingstandards on both sides. 

It might be objected that this is true of 
"natural" economic disparities, such as en- 
dowments of natural resources, or even 
stocks of human capital; but that regula- 
tory and social policies come in quite an- 
other category. Disparities of this second 
kind are avoidable “distortions” (which are 
bad) rather than unavoidable differences 
(which must be tolerated, and which it is 
all right to exploit). 

But look at it another way. Countries 
may well have genuinely different prefer- 
ences when it comes to levels of taxation 
on one hand and quality of public services 





















on the other, or in c 


in country A will need to fall relative to 
wages in country в, assuming no change 
in productivity. If they did not, firms in 
country A would indeed become unco 
petitive with otherwise similar. firms in 
ccuntry в; So lower relative wages will bi 
the economic consequence for count 
But is this undesirable? No. It is no more 
than to recognise that, in the end, workers 
in the aggregate pay for their higher pen- 
sions (ог whatever). That much should: |. 
have been obvious from the outset. | 
Meanwhile, the intention of the pol- : 
icy—that. workers should have 
higher incomes in retirement (at 
the unavoidable cost of lower in- 
comes for workers before they re- 
otire)—is not defeated. Citizens . 
may prefer this outcome. If so; 
they- can vote for it, and there is 
nothing in the economic facts of. 
the single market that need pre- 
vent them getting their way. The 
same holds (more or less) all th 
way down the rest of the fiscal and: 
regulatory menu. 












Choices and consequences 


What about the converse: the idea * 
that these disparities in social and - 
economic preferences will under- 
mine the single market? There is 
no reason why they should—un- 
less politicians choose otherwise. If gov- 
emments- reject the economic conse- 
quences of their fiscal and regulatory 
policies, resisting the adjustment in wages 
while pretending that it is possible to have 
safer workplaces or cleaner rivers or bigger < 
pensionsatnocost,then in due course they 
will have to shield their economies against 
"unfair" imports from countries with dif ^ 
ferent circumstances or preferences. That 
supposed remedy actually increases её" 
harm to real incomes; however, it also dis- | 
guises it, which is politically useful. | 

In short, it is impressively disingenu- | 
ous of politicians to say that policy differ- ^ 
ences may undermine the single market: It 
is politicians, in a wasteful attempt to hide ` 
the consequences of their policies, that 
may undermine the single market. not for 
that, policy differences and “truly” free 
trade would get along just fine. 
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SCIENCE AND TECHNOLOGY 


Just thanck Planck 


Ouantum theory is about to celebrate its centenary ы 


NE hundred years ago this month, a 

light-bulb lit up over a physicist's 
head—and he wondered what made it yel- 
low. For, while the yellow colour of a bulb 
suggests that it is giving off most of its light at 
that easily visible frequency, the physics he 
had been taught predicted that a heated ob- 
ject should emit mostly shorter-wavelength 
radiation, which is invisible. Max Planck 
presented his explanation for this troubling 
observation, known as the black-body radi- 
ation problem, in a lecture to the German 
Physical Society in Berlin on December 14th 
1900. And that was when the light-bulbs 
really started going off over the heads of 
physicists across the world. For to solve his 
problem, Planck had had to invent the no- 
tion of the quantum. 

At the time, the idea that light travels in 
distinct packets of energy—the quanta after 
which the theory is named—seemed pre- 
posterous. Newton had thought it might, but 
the discovery of interference patterns at the 
point where beams of light interact clearly 
demonstrated that the stuff moved as a con- 
tinuous wave of energy. Once people started 
looking for evidence of quanta, however, 
they found that too. The “duality”of light, as 
this phenomenon came to be known, re- 
flects the odd reality that, depending on the 
sort of measuring device used, light can 
function both as a wave and as a particle. 

At the time, Planck saw his quanta as a 
mere mathematical trick, of the sort beloved 
by physicists needing to untangle knotty 
equations. Not even he believed that the 
idea corresponded to any physical reality. 
But, although he was the first to be con- 
founded by quantum mechanics, he would 
not be the last. Even Albert Einstein, one of 
the finest physicists who has ever lived, 
could not bring himself to believe many of 
the theory's implications. And earlier this 
year, when a group of physicists gathered to 
choose the ten most important mysteries left 
in their discipline, all but two of the pro- 
blems they selected directly involved quan- 
tum theory. 

Nor, despite its esoteric nature, is quan- 
tum theory irrelevant to everyday life. Leon 
Lederman, a particle physicist whose cre- 
dentials include the discovery of the muon 
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and the bottom quark (two of the funda- 
mental particles in the universe), reckons 
that quantum phenomena already feature 
in technology that accounts for a quarter of 
America's GNP. And there is plenty more to 
come, as physics enters a second century of 
quantum investigation. 


Waves of change 


The first generation of quantum technology 
came from the slow realisation that un- 
folded in the decades following Planck's lec- 
ture that particles can behave like waves, just 
as Planck's energy waves behaved like tiny 
particles. This means that an electron, say, 
exists not as a point mass but rather as a 
"smear" of probability surrounding a point. 
By solving the wave equation developed by 
Erwin Schródinger in 1926, a physicist can 
calculate the chance of finding the electron 
atany given point in space. 

Those quantum technologies developed 
to date, such as the transistor, the laser and 
the light-emitting diode, exploit the wave- 
like nature of the electron. Transistors, for ex- 
ample, are made up of bands of electron- 
rich and electron-poor areas sitting next to 


each other. Solutions to the Schrodinger 
wave equation dictate that an electron, no 
matter how smeared-out, can reside only 
within such a band. That means an engineer 
can control the flow of electric current 
through a transistor by manipulating the 
quantum transitions between bands. 
The Schródinger equation does not 
merely apply to electrons. It actually de- 
scribes the wave nature of all matter. 
But because of the effects of mass on an 
object's wavelength, matter tends to be- 
haveina perceptibly wave-like way only 
at the sub-atomic scale. On the human 
scale, it generally actsasifit were made up 


T. ofdiscrete, run-of-the-mill particles. 


Traditionally, the line dividing the 
quantum world of waves from the real 
world of particles has coincided with the 
boundary dividing the study of physics from 
the study of chemistry. For, although it is 
perfectly possible to model atoms and mole- 
cules using the Schrodinger equation, un- 
dertaking the tricky and complicated busi- 
ness of quantum calculation simply did not 
appear worth the effort to chemists until re- 
cently. That is now changing. Depending on 
how you look at it, either chemistry is getting 
involved with smaller objects, or quantum 
physics is getting involved with bigger ones. 

This exchange means that some old pro- 
blems, which quantum physics considers 
solved, are now presenting new challenges 
for quantum chemistry. For example, Jan 
Hendrik Schön, a physicist working at Bell 
Laboratories, the research arm of Lucent 
Technologies, reported earlier this year that 
his group had created the first electrically 
powered “organic” laser. Such lasers, which 
use molecules of a cheap organic compound 
called tetracene to generate their light, could 
replace conventional lasers, which are made 
of expensive gallium arsenide, in ordinary 
electronic devices. 

A more esoteric example of an applica- 
tion on the border between chemistry and 
physics is quantum cryptography. This is a 
coding system that could exploit the quan- 
tum features of individual photons, as the 
quanta of light are known, to ensure the per- 
fect secrecy of an electronic transmission. 
The feasibility of this hinges on being able to 
emit and detect single photons in a consis- 
tent manner. So far, physicists have been 
trying todo this using very faint laser beams. 
But last month, after working out its quan- 
tum energy states, W.E. Moerner, a chemist 
at Stanford University, reported that a par- 
ticular molecule could be coaxed into releas- 
ing a single photon at a time, in a much more 
reliable way than a weak laser. 

Yet another borderland between physics 
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Blind ambition 


A NY disease that infects 150m people 

cross the world might seem hard to 
overlook. But blinding trachoma, the bane 
of European immigrants to America a cen- 
tury ago, has largely disappeared from the 
rich world's gaze thanks to better sanita- 
tion and personal hygiene. It is, however, 
an incubus for some three dozen of the 
world's poorest countries. Kevin Frick, an 
economist at Johns Hopkins University in 
Baltimore, reckons the disease costs them 
at least $2.5 billion a year in lost labour 
alone. But the results of a pilot eradication 
project organised by the International Tra- 
choma Initiative (rri) in Morocco and Tan- 
zania, which were announced on Decem- 
ber 4th, suggest that, with a bitofeffort, the 
disease could be wiped out. 

Trachoma is caused by Chlamydia, a 
nasty bacterium that breeds under the eye- 
lids, eventually causing so much inflam- 
mation and scarring that a patient's eye- 
lashes are turned inwards, where they 
scratch the cornea and destroy the victim's 
vision. The disease thrives particularly 
among children, whose dirty faces provide 
a perfect breeding-ground for the germ, 
and women, who come into close contact 
with these mucky tots. 

Trachoma should, in theory, be easy to 
deal with. The World Health Organisation 
(мно) aims to flush the disease out of its re- 
maining strongholds by 2020 using a four- 
fold elimination strategy dubbed “sare”. 
The elements of the strategy are: Surgery to 
correct deformed eyelids before blindness 
strikes; Antibiotics to kill Chlamydia; Face- 
washing to stop the spread of the bacteria; 
and Environmental improvements, such 
as better rubbish disposal, to eliminate 
them altogether. The тт, an alliance of 
public-health agencies such as the wHo, 





and chemistry is found in the realm of car- 
bon nanotubes. These are strong and elastic 
cylinders of carbon atoms, beloved of those 
who believe in nanotechnology—the idea 
that machines the size of molecules can one 
day be harnessed to the service of man. But 
carbon nanotubes are also highly conduc- 
tive. When electrons are fed into one end of a 
nanotube, they are faithfully spat out at the 
other end. Moreover, as Bruce Alphenaar of 
Cambridge University recently demon- 
strated, the magnetic “spin” of the electrons 
passing down such a tube remains con- 
stant—something that does not usually hap- 
pen when an electron is conducted. Because 
they can transmit spin in this fashion, car- 
bon nanotubes may form the backbone of 
future quantum-computing devices. Such 
devices could increase computing power 
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non-governmental organisations (NGOs) 
such as the Clark Foundation in New York, 
and Pfizer, an American drug firm, has 
been putting Face through its paces. The 
organisation’s experts have been helping 
the Moroccan government to design, im- 
plement and monitor their sare strategy. 





A sorry sight 


In some ways, Morocco is a soft target. 
With the country’s growing prosperity, tra- 
choma has already been confined to five 
southern provinces in the shadow of the 
Atlas mountains. The government has 
tried to come to grips with the disease in 
these dusty outposts by setting up clinics іп 
which operations to correct deformed eye- 
lids are performed, by teaching hygiene in 
schools, and by sending in teams to diag- 
nose and treat early infection in high-risk 
communities. But it is hard to reach those 





dramatically, because the zeroes and ones of 
traditional computing would be replaced by 
an array of “in-between” spin values. 

Such gizmos may sound outlandish, and 
there are plenty of sceptics who scoff at 
them. But in quantum theory, pure specula- 
tion is precisely the point. If a quantum 
physicist today could predict the future im- 
pact of his work, he would stand in violation 
of the long and honourable tradition of his 
discipline. Planck, indeed, never came to 
terms with the ideas whose birth he presided 
over. The progression of quantum theory 
beyond physics, into chemistry, and possi- 
bly thence into biology, will probably aston- 
ish the people who are investigating it now, 
and who may have thought they knew what 
they were up to all along. 

- я 





SCIENCE AND TECHNOLOGY 


most in danger when few older girls attend 
school, and young mothers stay out of 
sight. On top of that, regular face-washing 
is no easy task in a region plagued by 
drought. And treatment with tetracycline, 
the cheapest available antibiotic, involves 
twice-daily doses of ointment for six 
weeks, a course that few patients complete. 

That last difficulty is something the rri 
has been able to ameliorate. The initiative 
has given Morocco a new weapon against 
the disease: azithromycin, an antibiotic 
that can stamp out Chlamydia in a single 
oral dose. On the open market, azithromy- 
cinis tooexpensive for poor countries such 
as Morocco to afford, since it is still under 
patent by Pfizer, and costs roughly $14 a 
shot. Through the rri, however, the com- 
pany has donated over 1m doses to the 
Moroccan government. The results have 
been impressive. A single round of treat- 
ment has reduced the number of tra- 
choma cases in the country by 75%. 

Jeff Mecaskey, the rrr's programme di- 
rector, reckons it will take another two or 
three years of sare before Morocco is clear 
of the disease. The parallel project in Tan- 
zania, as well as those now under way in 
Mali and Vietnam, may take twice as long 
because of those countries’ heavier disease 
burdens and poorer rural health services. 
But fears that the money, or the drug, might 
run out have been allayed by recent 
pledges from the Gates Foundation, an 
American charity, of $20m to support the 
programme, and of a further 10m free 
doses of azithromycin by Pfizer over the 
next three years. Pfizer has come in for crit- 
icism from some NGos for not making a 
longer-term donation, and for resisting at- 
tempts to bring cheaper, generic azithro- 
mycin to needy countries in which the 
company’s patent is not observed. But its 
contribution to the initiative is warmly 
welcomed by many in the field who are 
keen to give trachoma one in the eye. 


Depression 
Growing hope 


HE Prozac generation may be on to 

something after all. Research about to be 
published in the Journal of Neuroscience by 
Jessica Malberg of Yale University and her 
colleagues suggests that antidepressants not 
orly relieve the symptoms of depression, 
they also serve to stimulate the growth of 
new brain cells. 

Nobody really knows how antidepres- 
sant drugs achieve their effect, though it is 
somehow related to the fact that they boost 
the levels of monoamines—which are a class 
of neurotransmitters, the molecules that 
nerve cells use to send signals to other nerve 
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cells. The oldest antidepressants are the 
monoamine oxidase inhibitors, which were 
developed several decades ago. These pre- 
vent the destruction of a variety of neuro- 
transmitters, notably serotonin, norepi- 
nephrine and dopamine. More recently, 
selective serotonin re-uptake inhibitors have 
been developed (the best-known being Pro- 
zac). These stop that particular neurotrans- 
mitter being sucked back into the nerve cell 
that generated it, so that the message the 
chemical carries is transmitted for longer 
than normal. But just how tinkering with 
monoamine levels takes the edge off despair 
is unclear. Nor is it known why antidepres- 
sants take so long to have their effects—often 
weeks after the first dose. 

One explanation for the delay might be 
that the drugs are not altering mood directly, 
in the way that cocaine (a dopamine re-up- 
take inhibitor) does. Instead, they may be re- 
wiring the neural circuitry. This would take 
time, and might involve the growth of new 
nerve cells—a possibility that has only re- 
cently been recognised for adult brains. 

The idea makes sense, because depres- 
sion often seems to be associated with a 
shrinkage of the hippocampus, a part of the 
brain involved in learning and memory. A 
recent study using magnetic-resonance im- 
aging, a non-invasive body-scanning tech- 
nique, found that people who had been seri- 
ously depressed for many years had hippo- 
campuses that were 10% smaller than 
average. Post-mortem counts of brain cells in 
depressed people seem to back that up. 

To test the hypothesis that antidepres- 
sants work by correcting this shrinkage of 
the hippocampus, Dr Malberg and her team 
treated groups of rats with three different 
classes of antidepressant. One group had 
Prozac. Another group got tranylcypromine, 
a monoamine oxidase inhibitor. A third 
group was given reboxetine, a drug that af- 
fectsonly norepinephrine. 

Each group of rats was given an injection 
onceor twice a day, at doses roughly equiva- 
lent to those prescribed to people. In addi- 
tion, a control group received haloperidol, a 
drug used to treat mood disorders in schizo- 
phrenics. Another control group received no 
treatment at all. And in order to see if the 
antidepressants were causing extra brain 
cells to grow, the researchers also injected 
their rats with a substance called bromode- 
oxyuridine. This is absorbed selectively by 
cells that are dividing at the time of its injec- 
tion. It thus acts as a label by which newly 
generated cells can be identified. 

Rats killed after only a few days of drug 
treatment showed noextra cell growth. After 
several weeks, however, the antidepressant- 
treated rats had significantly more new cells 
sprouting in their brains than those in the 
control groups—and those cells seemed to 
survive longer than control-group cells. Fol- 
low-up studies showed that many of these 
newly generated cells (which are, initially, 
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unspecialised for any particular job) were 
turning into nerve cells. Animals who got the 
schizophrenia drug did not have any more 
new brain cells than untreated animals. 
These results, if confirmed, would neatly 
explain the "therapeutic lag" between the 
administration of an antidepressant and its 
beneficial effects. But they also open up a 
more startling possibility. Existing mood-al- 
tering drugs, especially those used recre- 
ationally rather than clinically, are often ac- 
cused of killing brain cells. Drugs that 
instead stimulate the growth of such cells 
might be useful in a range of degenerative ill- 
nesses, such as Parkinson's disease, that are 
now hard to treat. Expect more research on 
the relationship between neurotransmitter 
levels and brain-cell growth in the future. 
= ы " А = 





Mars 


The rocks 
remain 


NE of the luckiest guesses in the history 
of astronomy may turn out to have 
been made by Percival Lowell, an American 
astronomer of the late 19th and early zoth 
centuries, when he claimed to have seen evi- 
denceof water on the surface of Mars. In fact, 
Lowell thought he saw much more than that. 
The eye of his faith made out a huge system 
of irrigation canals on the planet. That, of 
course, meant intelligent life—and it formed 
the inspiration for countless science-fiction 
stories, from H. G. Wells's masterpiece “The 
War of the Worlds” onwards. 
The first spacecraft to visit Mars put an 
end to the idea that there is liquid water—or, 
indeed, intelligent life—on the planet (al- 





A Martian layer cake 


though there is ice at the poles). Buteach sub- 
sequent visit has brought further evidence 
that water did once flow on the Martian sur- 
face. The latest such evidence comes from 
America’s Mars Global Surveyor craft, 
which is now in orbit around the planet. Mi- 
chael Malin and Kenneth Edgett of Malin 
Space Science Systems in San Diego, the orga- 
nisation contracted to run Global Surveyor's 
camera, review the findings in this week’s 
Science. Their conclusion is that many of 
Mars's meteoritic craters were home to lakes 
for part of their history. 

These craters, according to the photo- 
graphs, contain accumulations of sedimen- 
tary rock that are several kilometres thick. 
This rock, moreover, is divided into a num- 
ber of recognisable strata that are broadly 
similar in colour and thickness in craters 
spread all over Mars's surface. That suggests 
the strata are the result of planet-wide cli- 
matic episodes, rather than the product of 
local conditions. In other words, there were 
periods when the whole of Mars was wet. 

Dr Malin and Dr Edgett come to their 
conclusions by a process of elimination. The 
idea that the strata are layers of volcanic ash 
or the ejecta blankets of meteoritic impacts is 
ruled out, because those sorts of rock would 
vary in thickness with their distance from 
the volcano or impact-crater in question. 
The observed strata are too uniform for that. 

Wind-blown deposits are also ruled out. 
These would be expected to exhibit “cross- 
bedding” at odds with the angles of the main 
bedding planes of the strata. (Crossbeds are 
traces of the fossil sand dunes of which such 
rocks are composed.) There is no sign of 
cross-bedding in the pictures; if it were there 
to be seen, at least some should be within the 
resolving power of the camera. Nor do the 
deposits look like those formed by river- 
flooding or deposition at estuaries. They do 
look a lot like lake beds, how- 
ever—and lakes are just what 
you might expect to find in 
craters if it rained a lot. 

For those who cling to the 
idea that Mars may once have 
supported life, this is an excit- 
ing finding. First, reasonably 
long-lived bodies of water 
might assist the origin of life. 
Second, they would certainly 
provide an ideal habitat for 
living things if such creatures 
had ever evolved. Third, sedi- 
mentary rocks are where you 
find fossils. If there is any evi- 
dence anywhere on the planet 
that it was once inhabited, 
these crater-lake rocks are the 
most likely places to provide 
it. Mission planners are, no 
doubt, busy preparing their 
grant proposals as you read 
these words. 

—n 
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Set in stone 


Putting up statues is simple; taking them down is something else. A fresh 
controversy in London highlights an old dilemma 


N 1572 the Sicilian town of Messina erected 

a monument to Don John of Austria, the 
victor of Lepanto. The real Don John was a 
controversial figure who came to a sticky 
end; after his death in Holland his arms and 
legs were amputated and, together with his 
torso, packed into three saddlebags to be re- 
turned to his native Spain. Don John's statue 
has had a more peaceful existence, but over 
the centuries the removal of public monu- 
ments has often been regarded as something 
akin to dismemberment. 

A recent suggestion by Ken Livingstone, 
the mayor of London, that two statues of 
military heroes in Trafalgar Square—Gen- 
eral Sir Henry Havelock (1795-1857) and Gen- 
eral Sir Charles Napier (1782-1853)—should 

make way for monuments more 
relevant to the present genera- 


lowed by a proposal by the 
government to shift the tiny 
figure of Sir Walter Ralegh 
from the centre of govern- 
ment in Whitehall (where 
he is dwarfed by his neigh- 
bours, the second-world- 
war field marshalls, Vis- 
counts Montgomery and 
Alanbrooke) to Greenwich 
in south-west London. 
There are valid aes- 
thetic reasons for transfer- 
ring William Macmillan’s 
1959 sculpture of Ralegh toa 
site where he might breathe 
more freely. But because the 
tobacco-loving ^ Elizabe- 
than adventurer is to be re- 


Life outdoors 
London's public statues 


Personage 
Edward VII 
Queen Victoria 
Winston Churchill 
George III 


William Shakespeare - 


Duke of Wellington 
Charles | 


Queen Charlotte 
Charles Dickens 
Thomas More 
William M 


Source: The London Encyclopaedia 



























placed by a statue honouring the role of 
women in war, and because Havelock's and 
Napier's fame derived from their feats of 
arms in subjugating India, the would-be 
iconoclasts have been accused of letting 
political correctness overwhelm their sense 
of history. 

Putting up statues in city squares or ave- 
nues is a way of honouring the heroes of the 
immediate past. In Paris the taste for public 
Statuary reached its height during the 
Third Republic when more than 200 
figures—among them Voltaire 
and Rousseau—were erected to 

commemorate scientific, ar- 
tistic and literary achieve- 
mentas well as political emi- 
nence. The greatest vogue in 
AT. London occurred at the cusp 
"ЯА, à ofthe Victorian-Edwardian 
- А, period, when monarchs, 
М statesmen and, above all, 
: soldiers exemplified 
the spirit of the age, 
which explains why 
King Edward vir has 
so many statues in his 
honour (see table). 

Removing public 
statues can have po- 
litical ^ significance. 
Often it symbolises 


tion, has raised the question 
of what public statues are 
really for. Mr Living- 
stone's seemingly casual 

remark was quickly fol- 


EN 


the end of tyranny—think of America in 
1776, France in 1792 and Russia іп 1991— 
though this is not always the case. France's 
Vichy government tore down many of the 
enlightenment heroes of the Third Republic 
(among them Condorcet—see picture), argu- 
ing weakly that the statues' bronze content 
was vital to the war effort. A young Parisian 
photographer named Pierre Jahan secretly 
filmed much of this destruction in Decem- 
ber 1941. After the war, his 
photographs were pub- 
lished in an unusual book, 
"La Mort et les statues", 
with a poetic commentary 
by Jean Cocteau. 

Removal is even 
controversial in peacetime. 
Since one of the main 
points of monuments is to 
remind us of the dead, the 
fact that most of us no lon- 
ger know who Havelock or 
Napier were is an argument 
for keeping, not removing, 
their statues. Statues usu- 
ally imply respect. Yet what 
happens when the evalua- 
tion of achievement and 
merit is altered by time? 
Should discredited figures be memorialised? 
If not, then how can a city trim its inventory 
of public sculptures without erasing or re- 
writing history? 

These delicate points of principle will be 
addressed in a permanent exhibition about 
commemorative sculpture that English Her- 
itage—the quango in charge of 45 of Lon- 
don's 300 or so outdoor public statues—will 
mount next spring in the newly restored 
Wellington Arch at Hyde Park Corner. Julia 
Findlater, senior curator of collections for the 
London region, explains: “We want to touch 
on some of the issues that have been raised 
over Havelock and Napier. There were very 
good reasons why those statues were put up 
at that particular time. We may feel that to- 
day those issues are not relevant but of 
course we're looking at them with young 
21st-century eyes." 

The changing attitude to imperialism, 
which was regarded 100 years ago as Britain's 
most glorious achievement and today is a 
term of abuse, will also be examined. The ex- 
hibition will juxtapose pictures of the stat- 
ues of John Smith, the early English governor 
of Virginia, and Princess Pocahontas, who 
imprisoned him before she was converted to 
Christianity and taken to England. Nelson 
Mandela, whose imposing head on the 
south bank of the Thames is a rare represen- 
tation of a living person in London, will be 
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discussed alongside David Livingstone and 
his African explorations. 

Perhaps а distinction needs to be made 
between relocation and destruction. Shifting 
old statues, thus making room for newer fig- 
ures to look up to, moves with history. Cull- 
ing a city's monuments—does London need 
so many royal Edwards and Victorias?—can 
also give a truer face to a democratic culture. 
But, extremes of wickedness aside, destroy- 
ing monuments because those they repre- 
sent are forgotten or despised is a form of 
denial, a contemporary vandalism. 





Chinese fiction 


Soul man 


SOUL Mountain. By Gao Xingjian (trans- 
lated by Mabel Lee) HarperCollins; 510 
pages; $27. To be published in England by 
HarperCollins in February 2001; £9.99 


EVENTEEN years ago, 

Gao Xingjian, the exiled 
Chinese writer who is to be 
presented with the Nobel 
prize for literature on De- 
cember 10th, was told he 
had terminal cancer and 
had only a few months to 
live. This death sentence was revoked two 
weeks later when a further x-ray came up 
completely clear. But the political dangers 
that Mr Gao had faced since coming to 
prominence in China in the early 1980s re- 
mained. His plays came under attack from 
the sinisterly named Anti-Spiritual Pollu- 
tion Campaign. 

Rather than stick around to be forcibly 
re-educated, Mr Gao took himself off on a 
five-month tour of the Chinese hinterland. 
His experiences on the road provided 
much of the material for "Soul Mountain", 
an epic shaggy-dog tale in which Mr Gao 
searches tirelessly for the eponymous peak 
whilst ruminating on Chinese history, ecol- 
ogy and identity. 

"Soul Mountain" was completed in 
1989, two years after Mr Gao went into exile 
in France, and published in Taiwan in 1990. 
The theme of reprieve pervades the novel, 
as Mr Gao meditates on his escape from 
politically and environmentally contami- 
nated Beijing. He is determined to recon- 
nect himself with the ancient spiritual re- 
sources of China—Daoism, Buddhism, 
primeval forests, all of which have been 
ravaged by the forces of modernisation— 
and thereby to restore the completeness of 
his being. The narrative voice moves be- 
tween different unidentified pronouns, 
imaginary friends for the lonely author. 

Mr Gao's complexity goes beyond the 
dissident label that was immediately at- 
tached to him when it was announced he 
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had won the Nobel prize; yet this is a 
strongly political novel. He travels on the 
margins of society to evade political per- 
secution, and the horrors of collectivism in 
China's past are often evoked. “Are you the 
people, or am I the people, or is it the so- 
called we who are the people? I speak only 
for myself.” 

The Nobel committee called Mr Gao a 
“perspicacious sceptic”; but romanticism 
conquers cynicism in “Soul Mountain”. “I 
am perpetually searching for meaning,” he 
muses, “but what in fact is meaning?” He 
seems torn between marginality and hero- 
ism, as both “a refugee from birth” and a 
plain dealer who suffers for his sincerity. 
“It's because of this damn portraying the 
truth that misfortune has befallen me and I 
have fled here.” 

“Soul Mountain” was acclaimed by the 
Nobel judges as “опе of those singular liter- 
ary creations that seem impossible to com- 
pare with anything but themselves.” Until 
now, most of the anglophone world hasn't 
been able to compare "Soul Mountain" 
with anything at all, least of all itself, as the 
first English edition, published earlier this 
year, was distributed only in Australia. 
Now available in America, with a suitably 
soulful painting by the author on the cover, 
more readers will be able to draw their own 
conclusions. 
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Economic history 


Work man 


JOHN MAYNARD KEYNES: FIGHTING FOR 
BRITAIN, 1937-1946. By Robert Skidelsky. 
Macmillan; 580 pages; £25. To be published 
in America by Viking Penguin next spring 


EYNES'S best-known crack—“In the 

long run we are all dead"—has often 
been used against him. It has been held to 
epitomise the supposed immoralism of the 
Bloomsbury group—an outlook rooted in 
the search for short-term physical and aes- 
thetic satisfaction devoid of the permanent 
values of religion, patriotism and family. 
The third volume of Robert Skidelsky’s re- 
markable biography shows how that was a 
thorough misunderstanding of Keynes. 

It covers a time when the great econo- 
mist almost certainly realised that he 
would soon be dead. In 1937 he was laid up 
for months with the heart disease that 
eventually killed him. He resumed work as 
soon as possible and took on a crushing set 
of burdens that probably hastened his 
death. As an unpaid adviser to Britain's 
Treasury, he devised techniques for financ- 
ing the war and negotiated with the Ameri- 
cans about the post-war order (the latter 
negotiations gave birth to the International 
Monetary Fund). His influence was so great 





Keynes through and through 


that Lord Skidelsky claims that he was 
sometimes regarded as de facto chancellor 
of the exchequer. Alongside these duties, 
Keynes continued to serve as bursar of 
King's College, Cambridge and as editor of 
the Economic Journal; he took on new 
functions as chairman of the Council for 
the Encouragement of Music and the Arts 
(the body that became the Arts Council), as 
a trustee of the National Gallery and as a 
Fellow of Eton College. In his spare time, he 
wrote waspish letters, shot pheasants and 
flicked through obscure Jacobean books. 

What drove him? Part of the answer lies 
in a work ethic that he inherited from his 
mother's nonconformist family. He drank 
litle and went to bed early. Work of va- 
rious kinds was his greatest pleasure and he 
deployed his intellectual powers with un- 
flagging zest. Patriotism was his other great 
motive. Keynes was intensely English. Un- 
like other Bloomsbury figures, he did not 
pine for the morality or culture or even the 
food of France (he wanted to attach a “Brit- 
ish restaurant" to each of the arts centres 
that he envisaged for the post-war era). 
Association with quintessentially English 
institutions became increasingly obvious 
during the last years of his life. He entered 
the House of Lords in 1942 and, though he 
never felt a flicker of religious belief, he 
came to regard the Church of England as a 
useful social institution. His memorial ser- 
vice was held in Westminster Abbey and 
he wanted his ashes to be placed in a vault 
in King's College chapel. 

One thing that Keynes was not fighting 
for was egalitarianism. He resigned as vice- 
president of the Malthusian League be- 
cause he found the similarities between its 
eugenicism and that of Hitler to be embar- 
rassing, but he never renounced his belief 
in the natural inequality of man. It was 
characteristic that he found time to com- 
ment on the results of the Cambridge eco- 
nomics tripos in 1940 and equally charac- 
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teristic that he should write: "If therecan bea 
few of reasonable merit at the top, Ido not so 
much mind what happens at the bottom." 

In many ways, the war suited Keynes be- 
cause it offered the chance tocircumvent the 
cumbersome machinery of universal suf- 
frage. He turned down the chance to stand 
for parliament as an independent. Indeed, 
his public influence depended largely on his 
personal contacts and the chance to exercise 
hischarm and intellecton a small number of 
key individuals—at the height of the Battle of 
Britain, Keynes spent two or three hours 
talking with Churchill over dinner. 

Patriotism and disdain for democracy 
made Keynes's relations with Americans 
difficult. He disliked the atmosphere of 
Washington, where everyone was always 
thinking about public opinion and Con- 
gress, and he hated being reminded by “very 
gritty Jewish types” that Britain was now a 
second-rate power. 

In economics Keynes was a counter- 
cyclical thinker. At a time when war drove 
many to contemplate radical experiments, 
he seemed increasingly to be a defender of 
orthodoxy. He disliked rationing, dirigisme, 
inflation and excessive taxation. His views 
were often very different from those who 
saw themselves as Keynesians, and he main- 
tained cordial relations with Friedrich 
Hayek. Unlike many of his English friends, 
and some of his American colleagues, he had 
always regarded the Soviet Union with con- 
tempt. His main concern was to defend cap- 
italism from capitalists: “We should not kill 
the goose (which is what our tax system is 
doing), even though it is such a goose as not 
tobe able to explain its sufferings in an intel- 
ligible human voice.” 

Lord Skidelsky ranges wide and deep, 
but perhaps the book’s greatest interest lies 
in its understanding of Keynes’s personality. 
The author isan admirer, and his admiration 
is particularly evident in this volume. But he 
provides enough detail for less favourably 
disposed readers to form a different view. 
Keynes looked forward toa secular paradise 
in which “the economic problem is not a 
permanent problem of the human race,” but 
itis hard to believe that the majority of man- 
kind ever concerned him very much (note 
how often his writing assumes that his read- 
ers have servants). His friends were all bril- 
liant or beautiful, and he was vigilant about 
protecting their status. 

This ambitious and readable book has 
many subplots and casts light on all sorts of 
individuals as well as on its main character. 
The evocation of Keynes’s wife—a former 
ballerina, half peasant and half fairy—is 
particularly vivid. She was, in many ways, 
the antithesis of her husband and was so in- 
different to the numbers that had domin- 
ated his life that she claimed to be well over 
80 at a time when the trustees of the family 
estate wearily insisted she was only 78. 
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Online publishing 
Offline? 


TEPHEN KING, a horror writer, raised 
bibliophiles’ eyebrows earlier this year 
with a novella called “Riding the Bullet". His 
trick was to publish the work on the Internet 
before itappeared in print—a first for a best- 
selling author. Around 500,000 people 
downloaded “Riding the Bullet" in its first 48 
hours online. The response stunned pub- 
lishers and booksellers. The electronic book 
(or e-book) was, it seemed, coming of age. 
The success of “Riding the Bullet” did 
much to raise the e-book’s profile. But a full- 
scale publishing revolution still lies over the 
horizon. “The Plant”, Mr King’s latest foray 





into online publishing, attracted far fewer 
paying readers. Mr King stipulated that at 
least 75% of readers pay a one- or two-dollar 
fee for each monthly instalment. But the au- 
thor admitted on his website late last month 
that fewer than half of the story's readers 
had paid for the fourth chapter; publication 
would be suspended indefinitely. Philtrum, 
Mr King’s publishers, remain tight-lipped 
about the precise number of downloads. An 
industry analyst, Glenn Sanders, executive 
editor at EbookNet.com, points out that 
electronic publishers' reticence is generally 
due to poor sales figures, which can number 
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as little asa few thousand. 

Other prominent authors view these set- 
backs as birth pangs rather than death 
throes. They are happy to experiment with 
the e-book format and reap the publicity 
that their interest generates. Elmore Leon- 
ard, the author of such hugely successful 
crime novels as “Get Shorty” and “Out of 
Sight”, will publish his latest novella on- 
line—despite the fact that, at 75, he still writes 
his fiction longhand and does not even own 
à computer. In Britain, Frederick Forsyth, a 
multi-million-selling thriller writer, recently 
published “The Veteran", the first of a series 
of five short stories, on the Internet. Mr For- 
syth, a self-described “techno-peasant”, be- 
lieves the future of e-books lies in short sto- 
ries rather than serialisations like “The 
Plant”. Fay Weldon, another British novelist, 
disagrees: her latest full-length 
novel, “Woodworm”, is being serial- 
ised as it is written on YouGov.com,a 
British political website. 

The e-book may have got off toa 
shaky start, but that is no reason to 
write it off. An e-book offers pos- 
sibilities that a printed book does 
not. LiveREADs, an Internet pub- 
lisher, has just released "Orpheus 
Emerged", an early novella by Jack 
Kerouac. The online text contains 
more than 500 hyperlinks as well as 
various audio and video clips. 
Whether this appeals to readers, 
rather than skippers or fidgets, re- 
mains to be seen. Most obviously, e- 
books appeal to writers. The time be- 
tween a manuscript's submission and its 
publication isgreatly reduced. Royalties, too, 
are higher than in traditional print publish- 
ing. Random House recently announced 
that e-book authors would receive 50% of 
sales revenues (if there is апу) compared to 
just 10-15% for print sales. Mr King says he 
made $450,000 from "Riding the Bullet". 

Electronic publishers should also benefit 
from Amazon.com's plan to open an online 
e-book store. All of which will surely go 
down well with young aspiring writers, 
many of whom, inevitably, are frustrated, 
lonely and poor. 








Travel guides 


Roaming 


Two series of guidebooks to cities have been designed in the hope that 
travellers want a fresh approach to sightseeing 


ITH their breathless potted histories 

and pages of listings, guidebooks such 
as Fodor's and Dorling Kindersley often fail 
to do justice to the destinations they cover. 
Thecultural background they offer is cursory 
at best. Even the Rough Guides, with their 
very useful “Contexts” sections on history 


and the arts, can leave one wanting more. 
Two alternative series aim to fill the gap. 
The new “Cities of the Imagination” seeks to 
be “a cultural and literary companion”. In- 
stead of the usual reviews of hotels and res- 
taurants, there are informative essays on dif- 
ferent aspects of a city. Success depends 


101 


Ie 


eH 


— ҮҮ 
үү күрсү 


3 
Я 
3 





BOOKS AND ARTS 


CITIES OF THE IMAGINATION SERIES: 
Mexico Crry: A CULTURAL AND LiT- 
ERARY COMPANION. By Nick Caistor. 
Interlink; 240 pages; $15 (paperback). 
Signal Books; £12 (paperback). 


CITIES OF THE IMAGINATION SERIES: 
Rome: A CULTURAL AND LITERARY 
Companion. By Jonathan Boardman. 
Interlink; 248 pages; $15 (paperback). 
Signal Books; £12 (paperback). 

THE COMPANION GUIDE TO PARIS. By 
Anthony Glyn. Boydell & Brewer; 334 
pages; $24.95 and £14.99. 

THE COMPANION GUIDE TO ISTANBUL. 
By John Freely. Boydell & Brewer; 448 
pages; $24.95 and £14.99 











upon good writing rather than good lists. 

In “Mexico City”, Nick Caistor, a jour- 
nalist with the pac, proves himself the man 
for the job. He brings to life Mexico's turbu- 
lent history in a series of articles about the 
capital that serve as a primer on the country 
as a whole. Mr Caistor uses descriptions of 
landmarks and neighbourhoods as oppor- 
tunities to tell anecdotes about the larger- 
than-life characters of the city’s past. A chap- 
ter on the Aztecs’ most important temple re- 
cords the adventures of Cortes, the Spanish 
conqueror who wrested Mexico from the 
Aztec leader, Moctezuma. There is the engag- 
ing story of Juan Diego, the farmer who 
claimed he saw the Virgin Mary on Tepeyac 
Hill (now a shrine to the Virgin of Guada- 
lupe, just north of thecity centre). 

Although Mr Caistor bemoans the city's 
problems—it is polluted, poor and sinking 
steadily—he writes with enthusiasm for a 
place “where the ruins of the past speak con- 
stantly to the present”. This is an excellent 
book, which can be dipped into at random 
or read from start to finish. 

In the same series, Jonathan Boardman's 
“Rome” is less successful. Making Rome 
sound dull is no mean feat, but he has done 
it. One might have expected the chaplain to 
Rome's Anglican community to provide а 
few insights into the capital’s spiritual past 
and present, or even some thoughts on 
young Romans, many of whom leave to 
work in Milan. But Mr Boardman’s writing is 
long-winded and lacks focus. In one pas- 
sage, he interrupts a reflection on an altar to 
the Emperor Augustus with his thoughts on 
Roman noses and then describes a nearby 
restaurant. The guide is, however, useful as 
an introduction to “Roman gestures” —read- 
ers are guaranteed to be waving their arms 
about impatiently by chapter three. 

Though also written by experts, the 
“Companion Guides” take a more tradi- 
tional approach. Instead of essays, this well- 
established series offers walks round the city 
and detailed accounts of museums and gal- 
leries. It competes with better known rivals 
and often comes out on top. 
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Anthony Glyn's "Companion Guide to 
Paris" describes a collection of strolls along 
the Seine, down the Champs-Elysées, 
through museums, galleries and parks. 
Along the way, Mr Glyn displays a dry hu- 
mour and a taste for salacious gossip. We 
learn, for example, that Henri ш often ap- 
peared in women’s clothes and filled the 
Louvre with young, "gaudily dressed" male 
friends. Descriptions of areas such as the Ile 
de la Cité have a personal touch and depth 
not found in competing guides. There is also 
a useful section on how to live in Paris. 

Istanbul is an enticing mix of the familiar 
and the foreign, and it holds a special attrac- 
tion for western travellers. An Istanbul guide 
should really mix the famous sights with the 
bewildering sounds and smells and a pro- 
found sense of the Ottoman Empire's past 
glories. John Freely is an experienced writer 
on Turkey, so his “Companion Guide to Is- 
tanbul" ought to be definitive. Yet, though 
his work is admirably comprehensive, it is 
really just for dedicated monument-lovers 
and there isn't always enough on Istanbul's 
past and present. This is a pity, for Istanbul is 
dreafully short of well-written guides. The 
only other serious contenders are a Blue 
Guide and a book on the city's history, both 
of which are also the work of Mr Freely. In 
truth, the city of the sultans deserves more 
exploration. 





Weather maps 


Hot air 


AıR APPARENT: HOW METEOROLOGISTS 
LEARNED TO MAP, PREDICT, AND DRAMA- 
TIZE WEATHER. By Mark Monmonier. Uni- 
versity of Chicago Press; 310 pages; $17 and 
£n 


S WELL as being one of the world's 

most handy conversational openers, 
the weather is ever more something that 
people enjoy watching on television and 
reading about in their newspapers. The 
Weather Channel, an Ameri- 
can cable channel that shows 
nothing but weather analysis 
around the clock, attracts le- 
gions of "weather junkies" 
with insatiable appetites for 
pressure diagrams, tempera- 
ture charts, satellite loops and 
Doppler radar scans; and no 
daily newspaper is complete 
without an elaborate and col- 
ourful weather map. Mark 
Monmonier, a geographer at 
Syracuse University, traces the 
history of visual representa- 
tions of the atmosphere, from 
the first map of trade winds, 
which was sketched by Sir Ed- 


mond Halley in 1686, to modern television 
and newspaper graphics. 

Appropriately for someone who is best 
known for having discovered a comet, Hal- 
ley used tiny comet-like marks to indicate 
wind direction, an idea that did not catch 
on. The first recognisably modern weather 
maps appeared in the early 19th century, 
when proto-meteorologists stitched to- 
gether eyewitness accounts of large storms 
to construct maps after the event. But it was 
only with the growth of the electric tele- 
graph network in the 1850s that readings 
could be collected from a wide area quickly 
enough to follow the weather as it changed. 
Forecasting was the obvious next step, but 
it required the development of new theo- 
ries to explain the weather's behaviour, a 
process that, as Mr Monmonier explains, 
was not without controversy. 

Lewis Fry Richardson, an English mete- 
orologist and mathematician, was ridiculed 
for his suggestion in 1922 that it might be 
possible to predict the weather using an 
army of thousands of mathematicians, sit- 
ting at desks in a vast arena and passing 
slips of paper to each other. Richardson 
was ultimately vindicated with the advent 
of the electronic computer, which speeded 
up calculations and made numerical mod- 
elling of the atmosphere possible. 

But it is the maps, rather than the his- 
tory or theory of forecasting, that Mr Mon- 
monier is primarily interested in. He ends 
his book with a blast of cartographical 
analysis, and suggests that weather maps 
have created the template for other repre- 
sentations of volatile geographic pheno- 
mena such as the incidence of crime and 
disease. 

He may well be right. But weather 
maps are a special case. As soon as the first 
daily maps appeared in the Times in 1875, 
some people, it seems, could not get enough 
of them. Never mind if the forecasts were 
wrong, or the maps showed only yesterday 
morning's weather. Mr Monmonier dem- 
onstrates that from that moment, the move 
towards today's elaborate round-the-clock 
weather coverage was inevitable. 
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Thoughtful 
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strategic assets. They help people achieve 


by seeing more, doing more and being more. 
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Jazz collections 


Holiday blues 


The first of two articles on the year-end's best CDs. The second, on classical 


music, follows next week 


HILE arguments rage as to where jazz 

should be going—sideways into pop 
and world music, up and away to free im- 
provisation or back to blues and swing— 
there is no doubt about the glorious places it 
has been. The achievements of the past (plus 
hopeful signs for the fu- 
ture) are lavishly dis- 
played in some extra- 
ordinary cp boxes, which 
offer a cornucopia of holi- 
day listening. 

Everyone would agree 
that jazz's full artistic poten- 
tial was first proclaimed by 
Louis Armstrong in the 1920s, 
with the groups knownas his 
Hot Five and Hot Seven. The 
shock of his genius is still 
manifest in these record- 
ings, all of which have been 
handsomely collected in a 
4-cp set from Sony (Co- 
lumbia Legacy сак 63527). 
Every track bursts with 
Satchmo’s creativity, from 
the stop-time choruses of 
"Cornet Shop Suey" and 
"Potato Head Blues" to the 
exuberant scat singing of 
"Heebie Jeebies" and the 
majesty of "West End 
Blues". 

Some critics, however, | THE MP 
detected a decline in his later | AND DIAL 
work, complaining of his for- | 
mulaic routines with undis- 
tinguished big bands and the 
endless touring of his All- 
Stars. But a 3-cp set from Verve 
covering Armstrong's career 
right through to the late 1960s 
shows that his trumpet playing remained 
amazing, his singing irresistible—even on 
"Hello Dolly". Still, connoisseurs will object 
to the choice of an inferior version of his ec- 
static high-note showcase, "Swing that Mu- 
sic". 

Any listener will be intrigued by the 
commemoration of a historic event—the 
“From Spirituals to Swing" concerts pre- 
sented at Carnegie Hall in 1938-39, now en- 
shrined on three Vanguard cps (зуср 169/ 
71-2). These were pioneering efforts to give 
the African-American artist serious concert 
exposure, from gospel groups to blues men 
(and women) to the then brand-new Count 
Basie band in full cry. The excitement is pal- 
pable both in musical and political terms, 
admirably framed by text and illustrations. 
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One of the stars of those concerts was 
Count Basie’s great tenor saxophonist Lester 
Young. Shy and soft-spoken, he was re- 
garded as an eccentric, but his lithe, agile at- 
tack and endlessly inventive ideas were 

revolutionary. A 4-CD set 
on Properbox (Properbox 8) 
charts his career from its 
astonishing beginning— 
his 1936 solo on “Lady Be 
Good” was an instant 
classic—to 1949, when al- 
cohol and a cataclysmic 
spell in the army initi- 
ated a decline. But the 
myriad wonders here 
include Basie ever- 
greens and marvellous 
examples of Lester's 
musical love affair with 
Billie Holiday. 

Young devotees are 
doubly blessed with a fur- 
ther magnificent collec- 
tion on Verve Records (314 
547 087-2) which is a sump- 
tuous 8-cp gathering of all 
Lester's recordings for the 
label from 1946 until his 
death in 1959. There are 

flashes of genius aplenty, 
rebutting dismissals of 
his later work, and this 
model set also includes 
interviews with the sax- 
ophonist which reveal 
his intelligence, can- 
dour and charm. 
Young's pervasive 
influence powerfully 
attracted a genius of 
the alto saxophone, Charlie Parker. In 
his teens, the budding master of bebop 
memorised Lester's solos, before bursting 
on the scene with a style of boggling com- 
plexity and fluency which virtually 
created modern jazz. His recordings of the 
1940s convey the same effortless bril- 
liance as Louis Armstrong's Hot Five and 
Sevens, and are collected on 8 dazzling 
CDs from Mc! (BirdBoxooi). The virtuoso 
daring of the likes of “Koko” and “Parker’s 
Mood" is still astonishing and this set offers 
every note from the sessions, false starts, sec- 
ond thoughts and all. 

Mcr's collection also presents a giant in 
the making: Miles Davis, a sideman with 
Charlie Parker, would come to dominate 
jazz soon after the saxophonist's death in 
1955. And he in turn formed a historic 
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partnership, which is documented in the 
6-cp Sony Jazz collection “Miles Davis with 
John Coltrane: The Complete Columbia Re- 
cordings" (C6K 65833). Coltrane's mesmeris- 
ingsaxophone would be the most influential 
sound of the 1960s, and his recordings with 
Davis include such landmarks as "Kind of 
Blue", probably the most popular of all 
modern jazz albums. Again, alternate takes 
let the listener trace the evolution of classic 
performances, and of Coltrane's individual 
voice. 

Coltrane's only peer on saxophone in 
the late 1950s was Sonny Rollins, whose style 
combined irony, power, speed and a capac- 
ity to transmute a single theme into a many- 
angled extended whole. A 5-cp set from Riv- 
erside ("Sonny Rollins, The Freelance Years": 
SRCD-4427-2) conveys the characteristic 
breadth of his invention, tackling old chest- 
nuts and venturesome originals with the 
same protean intelligence. 

Mr Rollins, happily, is still alive, but 
much of the current state of jazz is being 
shaped by a 39-year-old Young Turk trum- 
peter and composer, Wynton Marsalis. 
Though he has in the past been criticised for 
his outspoken insistence on the formal val- 
ues of jazz—and for the power he wields as 
head of jazz at New York's prestigious Lin- 
coln Centre—a new 8-cp set (Sony Jazz 
4976472) shows the talented Mr Marsalis do- 
ing what he loves most: playing jazz with his 
septet before a loud and enthusiastic audi- 
ence, in this case at New York's Village Van- 
guard. Mr Marsalis’s own description of that 
experience could well 
stand for the great 
riches that are to be 
found in all of these 
boxes—"pure, full 
of love and plenty 
of fun". Who could 
really disagree? 
































URING Hillary Clinton's 

campaign to become New 
York's first female senator, she 
sought, as is her style, to portray 
herself as a champion of women, 
like the pioneers who fought to 
give American women the vote. 
Atonestage she felt her campaign 
was slipping: there were pockets 
of women who would normally 
support a female candidate but 
who had reservations about Mrs 
Clinton. What a great unifying 
move it would be, she suggested 
to her aides, if she could have a 
meeting with one of those brave 
suffragettes. But American 
women had got the vote 80 years 
previously. Surely anyone still 
alive who had marched with the 
suffragettes must now be, well, a 
bit forgetful? 

But memory never seemed to 
be a problem with Ruth Dyk, 
shown in our picture with Hillary 
Clinton. She told Mrs Clinton she 
could remember, as though it 
were yesterday, carrying a ban- 
ner, “Votes for Women”, with her 
mother through the streets of 
Boston. And now, if Hillary was 
ready, she was keen to do some 
canvassing door to door. Yes, she 
was in good voice and her wheel- 
chair had just been serviced. 

Mrs Dyk's offer was regret- 
fully declined. She had already 
done her duty to the Democrats' 
campaign by endorsing Mrs Clin- 
ton with a soundbite, “New York 
needs a woman's touch." In the remaining months of her life, she 
was to appear on television urging women to vote. In fact, accord- 
ing to exit polls in the November election, more women than men 
voted, 52% to 48%; and, as well as Mrs Clinton, there will be 12 other 
women in the new Senate, a record. Still, for Mrs Dyk, there was 
much to do. Women's lives had not changed as much as the suf- 
fragettes had hoped. She said in a television documentary that 
after working so long and so hard to bring about a revolution, the 
suffragettes had expected great things to follow. Women would 
have the big jobs, would be the creators of the big ideas. Men still 
had the advantage. But education would take more women for- 
ward. After all, it was educated women who got women the vote. 


Battle tactics 

Education, and the money to buy it, have been the sometimes 
overlooked driving forces of suffragettes and their feminist suc- 
cessors. The British suffragettes, whooften exchanged battle tactics 
with their American cousins, were led by clever middle-class 
women such as Christabel Pankhurst (1880-1958), who gained a 
first-class law degree, but was barred from practising in all-male 
courts. In the United States, Elizabeth Cady Stanton (1815-1902), re- 
garded by some as the most important woman in American his- 





Ruth Dyk 





Ruth Belcher Dyk, a pioneer of votes for 
women, died on November 18th, aged 99 








tory, was allowed to study in an 
all-male college only because she 
was a brilliant Greek scholar. 

Ruth Dyk's mother, Annie 
Manson Belcher, wanted to be a 
doctor. Annie’ parents were 
prosperous New Englanders and 
she claimed an ancestor who had 
come from England on the May- 
flower. After university she be- 
came one of the first women in 
America to be admitted to a med- 
ical school, but was excluded 
from further study after she mar- 
ried. The school authorities de- 
cided that being a wife, and no 
doubt soon to be a mother, was 
incompatible with beinga doctor. 

Ruth grew up in a home 
where women's rights were a 
constant subject of discussion at 
the dinner table. Both her mother 
and her father, a lawyer, seem to 
have been a free spirited couple. 
According to a family story, the 
parents opened their home to a 
group of prostitutes after a local 
brothel burned down. America in 
the early decades of the 2oth cen- 
tury was awash with talk of social 
change: for blacks and other 
downtrodden groups as well as 
giving women the same freedom 
as men. It was natural for Annie 
Belcher and her daughter, then a 
teenager, to support women's 
suffrage. A woman's voice in the 
halls of power would unques- 
tionably make the world better. In 
1918 British women were given the 
vote, and the United States followed in 1920. "This was our big 
time," Mrs Dyk recalled. 

The men seem to have yielded more from exhaustion than en- 
thusiasm. America’s triumphant women commissioned a statue 
of three suffragette leaders to stand in the entrance of the Capitol 
building, the home of Congress. But the congressmen dubbed the 
statue “Three Ladies in a Bathtub” and put it in the crypt. This year 
the statue was given a dusting and put on display, although its fu- 
ture is still unclear. 

Ruth Dyk studied economics and psychology. For much of her 
adult life she worked with disturbed children. She was the author 
of two books on psychology. She wrote, too, about the Navajo In- 
dians, a group she studied with her husband, Walter Dyk, an an- 
thropologist. They had a son and a daughter, both, naturally, well- 
educated. The son isa judge. The daughter recalled that her mother 
said marriage was not a necessity: an education would enable a 
woman tolive independently. 

Mrs Dyk never stopped being independent. She swapped her 
car for a wheelchair only in her 90s. Almost her last public act was 
to vote for Hillary Clinton, and she did so very carefully. “What if I 
had pushed the wrong lever?” It is a worry that just recently has 
beset many Americans, even men. 
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INSEAD 


International Project Management 


Aligning methods and style with the environment 


The programme addresses project leaders: 
26 February — 2 March 2001 


e the task oriented managers will get a holistic view of 
in Sınga pore managing projects in terms of leading and motivating 
the teams, mastering complexity and uncertainty, as well 
: as embedding the project into its organisational context 
15-20 July 2001 
‹ Е ы | 1 • the general managers will gain a more profound 
4 » > . y 
in Fontainebleau understanding of the technical tools available 
in managing projects as well as the human dynamics 
© < 
of leading teams. 
Projects are everywhere. And project management 
skills are not an innate set of skills that managers : : Р 
: е х A © The programme faculty outlines each major 
conjure up in order to implement projects. ` КТЕ ; 
MH E phase and analyses the skills as well as the technical 
INSEAD's new programme makes an aggregate : : Nc > 
r ) © 55 5 tools set necessary for efficient planning 
of the skills, tool-sets, procedures, practices к x Ses. E 
and implementation of projects. A critical factor 
and management approaches that can be shared s е 7 - : 
Ў ЕТ s А А in ensuring success is the role of the project manager, 
with project leaders among different industrial sectors. E Е y = 
which is also examined in great detail. The concepts 
and tools discussed in the programme are 
immediately applicable to your work. 
Please request a complimentary brochure 


of the programme. 


Please fax or mail this coupon to Janet Burdillat, INSEAD, Boulevard de Constance, 77305 Fontainebleau Cedex, France. 
Tel 33 (0)1 60 72 42 90 - Fax 33 (0)1 60 74 55 13 E-mail exec.info@insead.fr http://www.insead.edu 


Г] | would like to reserve a place on International Project Management (dates of programme) 
Г] Please send me a brochure on International Project Management. 
Г] Please send me INSEAD's Executive Programmes brochure. 
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Templeton College | University of Oxford 


The important thing is 
not to stop questioning ' 


Albert Einstein 


World Views | Individual Focus 


Oxford has for generations prepared the world's leaders 

to harness change to the advantage of their corporations, 
their nations and the wider world. Now a unique portfolio 
of executive programmes delivered by Templeton is helping 
extend this role as a centre of learning into the new economy. 


Templeton's four-week Oxford Advanced Management 
Programme offers a comprehensive toolkit of business 
models and techniques to propel careers onto the fast track; 
the one-week Oxford Strategic Leadership Programme 
provides the opportunity to reinvent your leadership style; ^ For further information, please visit 
and the Oxford Senior Executive Finance Programme www.templeton.ox.ac.uk /executive, or return to: 
focuses for a week on the financial connections that lie at 
the heart of the enterprise. Dorothy Cooke 
Templeton College, Uriversity of Oxford 
In a parkland setting minutes away from the dreaming Oxford OX1 SNY, England 
spires of Oxford, we bring together global thought leaders, Tel +44 (0)1865 422734 
an innovative faculty and some of the world's most senior Fax «44 (0)1865 422501 
and high calibre course participants. Email enquiries@templeton.oxford.ac.uk 


By combining a truly global perspective and the individual ^ Please send details of (tick box) 

tuition for which Oxford University is internationally [ | The Oxford Advanzed Management Programme 
renowned, we offer a personal development experience |_| The Oxford Strategic Leadership Programme 

that you will never forget. |_| The Oxford Senior Executive Finance Programme 


Name Job title Company 





Address 





Zip/ Postcode 





Fax Email 





Templeton College | University of Oxford 
www.templeton.ox.ac.uk/executive 
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COURSES 








CEIBS { 1 
There is only Ё fast and accurate 


way to get into China 











D * 
с. $ Е " 
Y X E As a new expatriate in China, you need to shape your skills and experience 
2 P 
e = © to this difficult and uncertain environment. You need to do it fast and do it 
g v o 
с. КУ, E 9 right the first time. 
E 9 E a 
9 = 5 29 The China Expatriate Programme (Mar. 2-6, Sept. 7-11, 2001) is run by 
= x = 2 CEIBS, the leading business school in China, and will again draw clients from 
D ч 5 © around the world. This unique, comprehensive course will enable participants 
+ © x to adapt to the Chinese business and cultural environment. All aspects of the 
A I 
es = ax = yogramme, such as people management, marketing and cross-cultural 
о « g E 
c p= [ £ issues, are designed to provide better and faster results for the participating 
g ! © companies in China. 
5 : 
= n ERA 
o co CEIBS's world-renowned faculty possess an unequalled academic expertise 
Р i as well as a wealth of experience in China. 
o o 
ә = “On the whole the programme provided an appreciative insight into the 
a] challenge for an expatriate in China.” 


Ben Chiew Beng Ho, Vice President, Wieland Metals Singapore 
China Expatriate Programme 2000 


on China Expatriate Programme 


= 
id А. 
mmu РЕ 


иа 2н 











Don't be taken іп by appearances, you make it, you'll have to use your strengths. Тһе next MBA information sessions will 


will need at least 13 months to fully All of them. This way, by raising your Бе held in the following cities:Athens, Bangkok, 


understand this formula. And studying specific qualities to their full potential, Delhi, Hong Kong, Manila, Oslo, Seoul, 
hard is not enough: SDA Bocconi MBA you will learn to work by enjoying yourself. Singapore, Stockholm, Taipei, Tokyo. Find out 
is also a school of life. If you want to А forma mentis that will last a lifetime. тоге about dates and location on our website. 
The brochure and application forms can be downloaded from our website 

www.sdabocconi.it 


E-mail: MBAGsdabocconi.it 
Tel. ++39-025836.3125/6605 - Fax ++39-025836.3275 


SDA BOCCONI 


Bocconi University School of Management 
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TUFTS UNIVERSITY 


LEARN GLOBALLY. STUDY LOCALLY. 


THE GLOBAL MASTER OF ARTS PROGRAM (GMAP) 


Are you an experienced interna- 
tional affairs professional who wants 
to further your education ~ without 
taking a year off to do so? Then 
consider the GMAP offered by The 
Fletcher School at Tufts University. 
This one-of-a-kind, one-year masters 
program in international relations 
combines three (3) two-week resi- 
dency sessions with 31 weeks of 
mediated Web-based learning. 


As a GMAP student, you can continue 
to perform your professional duties 
while you pursue your education. 
You'll work closely with our highly 
respected faculty and receive a top 
quality Fletcher education. Plus, 
you'll become part of our active and 
influential international community. 
Classes start in late July 2001. 
Contact us today to learn more 
about this challenging program. 


ТнЕ GMAP INTERNATIONAL CURRICULUM INCLUDES: 
Crisis Management & Analysis • Finance 
International Economic & Business Law 
Leadership & Management • Negotiations 
Technology Policy • Trade Economics & Political Economy 
Transnational Social Issues 


TEL: 617-627-2429 WEB: www.fletcher.tufts.edu 
E-MAIL: fletcher-gmap@tufts.edu 





THE LEVERAGE 
FOR YOUR FUTURE ... 


... our Master of Science 
in International Management 
A unique opportunity A fulltime programme 
to acquire the theoritical including: 
and practical skills needed + Courses and seminars 
to master the complexities in Lausanne as well as 
of the global business in a partner academic 
environment institution in Asia, North 
3 3 America or Europe 
+ Prerequistes: Degree in + Internship in a тш 
Economics (Business national organization 
Administration) or | * Completion of a Master's i 
equivalent qualifications @ thesis 
Deadline for applications exclusively 
une 3 in Englis 
For morc information: 
ECOLE DES HEC 
UNIVERSITE DE LAUSANNE 


CH-1015 Lausanne . Switzerland 
tel. (+41 21) 692 33 10 . fax (+41 21) 692 34 95 
http://www.hecuniLch/formatio/postgrad/mim 
E-mail: admin.mim@hec.unil.ch 
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UNIVERSITY OF 
CAMBRIDGE 


Manufacturing Leaders Programme 


The executive course for industry 


Cambridge Masters degree 

Two-year, career-integrated programme 
Residential modules in College 

Small class size and individual tutoring 


Supervised in-company projects 


Current participants include 
ABB, IMI, Ford, Glaxo-Wellcome 
Rolls-Royce, Scottish Power 


Selection now taking place for March 2001 entry 


The University of Reading Гоф 





& 


THE BUSINESS SCHOOL 
ОША FOR FINANCIAL MARKETS 


Innovative programmes for those seeking 
careers in the global financial markets: 


E MSc International Securities, 
Investment and Banking 


E MSc Risk Management, 
Operations and Regulation 


E MSc Financial Engineering 
and Quantitative Analysis 


Champagne for the best trader on 
Wednesday 13 December, 2000. 
Visit our website for further details. 


The University of Reading, ISMA Centre, 
Whiteknights, PO Вох 242, Reading RG6 GBA, UK 
Tel: +44 (0)118 93° 6675 - Fax: +44 (0)118 931 4741 
email: admin@ismacentre.rdg.ac.uk || {| 1 | 
web: www.ismacentre.rdg.ac.uk 
ISMA Centre: the Business School for Financial Markets is supported by | | | 
the International Securities Market Association, the trade associatior і | 


and market regulator for some 640 international banks, securities 
houses and investment banks active in the global securities market. 1 S M A 





COURSES 


THE UNIVERSITY 
OF BIRMINGHAM 


THE 
BIRMINGHAM 
BUSINESS 
SCHOOL 


Recognized as the world's most flexible Distance 
Learning MBA or DBA/Ph D. No bachelors degree 
required for the MBA (or Master's for DBA) if you have 
significant work experience. No time limits, minimum 
or maximum. MBA usually takes one year, DBA two 
Transfer students welcome. No required courses 
You will not have to study material you already know or 
do not need. No exams, instead you write papers. 
Leam from successful business leaders/authors 
(many are millionaires). Faculty members wanted. 
ushmore University, Dakota Dunes, SD USA / 605 
232-8037 ec@rushmore.edu www.distancemba.com 





KIEL INSTITUTE 
OF WORLD ECONOMICS 


Advanced Studies 
in International Economic Policy Research 
August 1, 2001 - May 31, 2002 


* concentrated courses on important areas of international 
economics 


profound training of skills in economic analysis, methods of 
empirical research and economic policy evaluation; 


designed for economists holding a university degree who are 
interested in a career with international organisations, domestic 
policy and academic institutions, international corporations etc. 


Lecturers: 


Holger Wolf (Washington) 


Courses: 

Macroeconomics in Open Economies 
The Economics of Employment Dennis Snower (London) 
International Trade Peter Neary (Dublin) 
Economic Growth and Development Ricardo Hausmann (Harvard) 
Empirical Methods in Finance Stefan Mittnik (Kiel) 
European Economic Integration Andre Sapir (Brussels) 


Guido Tabellini (Milan) 


Political Economy in Open 
Economics 


Catherine Mann (Washington) 
Electronic Commerce: Policy Issues 


For detailed information write to: 

Institute of World Economics * Advanced Studies « D-24100 Kiel * 
Germany Fax: Germany + 431 + 85853 * Internet info 
http://www.uni-kiel.de/ifw/ 





по 





The Executive MBA 


educates managers from all over the world 

taught in 8 intensive modules each lasting for 7 days 
or by evening study 

entry points in January, April, June and September 
flexible - a minimum of two modules a year 


Birmingham faculty teach in the UK and Singapore 


‘Developing global competence 
for a changing world 
Full time MBA programmes: 
MBA International Business 


MBA International Banking and Finance 
The European MBA with ESC Montpellier 


Email: MBA@bham.ac.uk 
Fax: 44 (0)121 414 3553 


ъ= 
эы А 


HTTP://www.bham.ac.uk/business 
Tel: 44 (0)121 414 6693 


COLL DEGREES 


DISTANCE EDUCATION ON YOUR SCHEDULE 


PUBLICATIONS 


RONALD 
DWORKIN 


SOVEREIGN 
S) ЮР 
The Theory and Practice of Equality 


B.S., M.S., Ph.D. Many fields. No classes 

NO COST evaluation! Send resume 
6400 UPTOWN BLVD МЕ · SUITE 398-W 
Dopt.34 * ALBUQ., NM 87110-USA 


34@centuryuniversity.edu 


Intensive 12-Month M.S. in 


COMPUTATIONAL 
FINANCE 


apply now for Fall 2001! 
www.cse.ogi.edu/CompFin/ 


UNIVERSITY OF KENT 
AT CANTERBURY S888 


THE LONDON CENTRE OF 
INTERNATIONAL RELATIONS 


“This is a work of the 
first i 


by an outstanding philosopher of 
Offers the following postgraduate 
studies January and September 
Admission - Full-time and Part- 
time study. 


politics and law who is the most 
thoughtful, judicious and eloquent 
spokesman of the new 

centre-left-liberal position 

* MA in International Conflict 
Analysis ESRC Scholarship 
available 
MA in International Relations 
and European Studies 
MA in International 
Relations 
MPhil and PhD 


For further details please 
contact: 


LCIR 
(University of Kent) 
11 Kingsway London 

WC2B 6YE, UK. 


—A.C. Grayling 
FINANCIAL TIMES 


“Sovereign Virtue is 
extraordinarily 
impressive... 

[Its] supple, suave and enviably 
deft, like all Dworkin’ work 
[He] has been in many ways the 
most systematic moral, political 
and legal thinker of the past three 
decades in the Anglophone world 
—John Dunn, TIMES HIGHER 


Teleph : 
e epus EDUCATION SUPPLEMENT 


+44 (0)20 7565 6826/6836 
Fax: 
+44 (0)20 7565 6827 
E-mail 
LCIR (?ukc.ac.uk 
Excellence in Higher 


Education at Britain's 
European University 


NEW IN CLOTH 


Harvard Univ rsity Press 
US: 8 
UK: 
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Cranfield, | 
UNIVERSITY 











` Experience... 


v dh tensive, interactive, 
international and innovative 


nuw.cranfield.ac.uk/som 
Cranfield School of Management has been established as a top-ranking international 
~ business school for over 30 years. Our reputation is built on our ability to innovate — 
to create new knowledge and frameworks for management ~ and to transfer that 


learning into practice, 


_ EXECUTIVE DEVELOPMENT 


h a portfolio of over 100 programmes, we are ranked by the Financial Times 












е UK's top provider of executive education and as one of the world's top ten 
rational providers. Last year more than 7,000 managers from all over the 
world attended our Executive Short Courses and Conferences and our tailored 


pany Programmes. 





OMM | 
e Ranked one of the top three programmes in Europe* our one-year full-time MBA 

p programme is the first choice for many top recruiters. We also offer a part-time 
Executive MBA and a modular Executive MBA programme for managers who 
wish to remain in employment while studying. The content, objectives and teaching — 
standards of our Executive MBAs are the same as the full-time programme ~ 
only the process differs: 


ir Tel: +44 (0)1234 751122 Fax: +44 (0)1234 751806 
Email Executive Education: Lball&cranfield.ac.uk 
Email MBA: m.williams€cranfield.ac.uk 


МВА. Career Guide 1999 





























Assistant Professor in Financial Economics 


Profile and responsibilities | 

Your thorough kriowledge of the field will be evident from your completed university education in General or Policy-Oriented Economics 

or Econometrics, and by the fact that you hold (or will soon hold) a PhD. Other positions which you have held in the past or publications 

which:you have written all. display your affinity for education and research. Using your expert knowledge, you will be able to make a 

significant contribution: to our educational programme in the field of Financial Economics. This includes courses in International 
Finance, Public Finance and European Monetary Integration. Good didactical skills are of the utmost importance. Your ambitions as а 
"researcher сап be. realised by setting ир а research project in the field of Financial Economics within the framework of the faculty's 

research programme. Preferably, the research you subsequently perform will have an international and comparative perspective. Your 

willingness to make your subject accessible for non-specialists will contribute to the policy-oriented character of the various studies 
within ‘the faculty. 


Salary indication and further information 
This 15 a full-time appointment fora period of two years which may lead to a tenured position in the future. The salary offered - 
depending on your background and experience.-.is a maximum of NLG 9,015 gross per month. If you would like further information 
_ on the position, please contact Professor E. de Јопо оп +31 24 361.1974 or by e-mail E.deJong@bw.kun nl: 


Associate Professor in Marketing _ 


Profile and responsibilities 

Your contribution will be a driving force in the specialisation of 
Strategy, Marketing and Distribution within the study programme 
offered by Nijmegen Business School. Due to the integral nature 
of the programme, we expect you to take a.broad interest in ^ 
business studies and to possess a theoretical as well.as a practical 
orientation. You will help shape an educational curriculum that 
challenges and motivates students, stimulates their interest in 
the academic study of business administration and responds to 
the real demands of professional management practice. 


Your thorough knowledge of the field will be evident from the 
fact that you hold a PhD, the international publications you 
have written and your broad ranging experience. This involves 
you having a good track record in your field of specialisation, 
theories in the context of treasury’ шуы charge such as segmentation and positioning research, developing 
processes for the introduction of new firiancial/economic marketing strategies, the establishment of a commercial 
techniques and knowledge acquisition with respect to new apparatus, marketing and distribution management. You will 
- methods, skills and techniques in the area of corporate finance. teach graduates and undergraduates in core and/or advanced 
^S Due to the business administration nature of the study, a marketing courses and you will lead several research projects 
multidisciplinary approach and hence a broad perspective on in order to create the joint programme regarding “The Creative 
the issues is essential. Enterprise in a European Setting”. E 


; Salary indication and further information 
The position of Associate Professor is à full-time appointment which, in principle, is а tenured position. The salary offered - depending 
on your báckground-and experience = is a maximum of. NLG 10,768 gross per month. If you would like further information: concerning 
1 sition of. Associate Professor in Corporate Finance, please contact Professor J. Dijksma on +31 24 361 5894 or by e-mail 
(Dbw.kun.nl. For further information concerning the position of Associate Professor in Marketing; please contact Professor 
en on 48124301 1868 (direct line) or +31 24 361 1835 (department secretary), or by e-mail E.Nijssen@bw.kun.nl. 


we look forward to welcoming soon you as a new colleague? duis 
de pf application, together with a CV, a summary of publications and a documented portfolio of. professional 
ies within three weeks to: University of Nijmegen, Faculty of Policy Sciences, P: & 0 Faculty Office, РО: Box 9108, 
in. Quote vacancy. no. 03.10.00 for the position of Assistant Professor in Financial Economics, 03.0400 for the 
rofessor in Marketing or 03.13.00 for the position of Associate Professor in Corporate Finance on your letter 
ulty of Policy Sciences is trying to achieve proportional representation of men and women at all position levels, 
therefore especially encouraged to apply. aA 3 : 


; Faculty of ` : 
e And УЫ Policy Sciences. 0 ends 


More information: www.kun.nl/fhbw 
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COMMONWEALTH SECRETARIAT 


Te Commonwealth Secretariat is the main intergovernmental agency of the Commonwealth facilitating consultation 
and co-operation among member governments and countries. 


co vis SPECIAL ADVISER (LEGAL) 
CONOMIC AND LEGAL ADVISORY SERVICES DIVISION 


Visory Services Division (ELASD) provides technical assistance, 
towards solving problems, to the governments of member states. Its staff are 
| lawyers, economists and computer analysts who garry out hands-on tasks in 

очушей and perform atthe highest professional level. 


The Special Adviser provides, on a confidential basis, either individually or as leader or member 
of a multi«diseiplináry team, advice, recommendations and technical assistance to governments 
g а range of projects at the national or regional level covering a number of areas, 

1 dar emphasis on the development of natural zésoüices, especially petroleum and 
minerals; marititne boundary delimitation, private sector development and public enterprise 
refortir and development of capital markets. Principal responsibilities are: assisting governments 
to introduce maritime zone laws and policies; define policy frameworks and strategies to achieve 
national objectives in the context of international competition for ‘foreign capital and national 
economie policies, design appropriate legislative, contractual ‘ands regulatory. framework; 
negotiate with other governments and multiAransnational corporation; dilft agreements; advise 
ой. мер leading to boundary delimitation negotiations; assist with résolution of negotiating 
i implementation of terms of agreements or legislation, co-ordinate policy decisions, 
fiscal, technical and other advice. recommendations and contributions; advise on 

national and international investment promotions andi legal. presentations; assist in national 


DEPUTY DIRECTOR 
INFORMATION AND PUBLIC AFFAIRS 


The Deputy Director is responsible for assisting | preparing and carrying out media and publ 
relations strategies and overseas publications programme: proposi 

fulfilment of these strategies ing i 

and overseeing progra 

overseeing sales and distribution wait) and advising ober: 

format, editing, marketing Seeing | : 


undertaking related activitie al and foreign. press; devising co fis strategies 
writing and/or editing speeches, ress releases, reports and position papers, planning and 
producing major publications. ~~ 


Essential requirements are academic qualifications in à televant field; at least ten years i 
major news media or government information Deparment with managerial and administrative 





i tapaelty building via workshops etc for senior government officials; assume responsibility for 


| S K i i experience; goud communication skills andal 1o meet tight deadlines: readiness to work ii 
project management, supervise colleagues; participate in tle management of the Division. A Е 


a team and preparedness to travel oir missions nd diplomacy, 
Essential requirements are: professional legal qualification of ten years standing and а post- 

graduate degree or equivalent in International Law. Ten years or more as a professional lawyer 

and as à public international lawyer, 





Gladys Mhone - Personnel & Staff Development Department, Commonwealth Secretariat, Mat borou 
Tel: +44 020 7747 6181: Fax: 444020 7747 6520: ^ E-mail 


Closing Date: 31 January 2001 , 
We regret that it will not be possible то acknowledge applications individually. Only she 


POWER ECONOMIST 


A key influencer in electricity market strategy 





Working as part of the Regülatory Affairs team in ESB's corporate centre, you will have-at 
least two years hands-on experience as an economist in the electricity generation industry, 
Our project-based environment will enable you to centribute to a wide range of business... 
tasks and to interact with economic consultants and regulatory economists representing. 
Ireland's Commission for Electricity Regulation, 


The challenge will involve providing economic analysis expertise to ESB's generation and 
supply businesses as well as strategic direction in electricity trading arrangements. 
Representing ESB professionally in its external relationships is also important. 


An attractive salary and benefits commensurate with experience will be offered, 


Please reply no later than Monday, 8th January 2001 with a summary of your experienc 
quoting references No. 00583 to our advising consultants: : 


MERC Partners, 12 Richview Office Park, Clonskeagh, Dublin 24. Fax: +353 1 2830550, 
Email: postmaster@merc,ie ; 





www.merc.ie PARTNERS 
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APPOINTMENT: 






















UNIVERSITY COLLEGE DUBLIN 
An Coláiste Ollscoile Baile Atha Cliath 

















ASSISTANT/OOLLEGE LECTURER 
ONE PERMANENT APPOINTMENT 


(Ref. No: 309/2000) 













‘| Applications are invited for the above full-time academic post. 
[The Centre for Development Studies is an inter-faculty 
| multidisciplinary academic centre for research and postgraduate 

teaching on development issues, While the focus of its work is on 

ping countries, its activities also include the examination of 














^i development experience as well as transition in 
er cehtrally-planued economies, The disciplines centrally 
nvolved in the Centre include economics, politics, geography, 
social anthropology, gender studies, education, agriculture and 
ral development, environmental studies. The students come 
vide range of disciplines and countries and most of them 
work experience in developing countries. 

Applicants. should have a PhD degree in à relevant discipline. In 
, addition to teaching at postgraduate level, the successful 
candidate will be required to supervise postgraduate research 
‚ including Masters and PhD theses. 

The appointment will be made at the level of either Assistant 
Lecturer or College Lecturer. 























The current salary scales are: 
Assistant Lecturer: IR 18,989- IR /30,648 (new entrants) 
College Lecturer: IR £29,601- IR £247,985 (new entrants) 
«Entry point on the relevant scale will be in accordance with 
qualifications and experience. 











Closing date: Not later than 17 January 2001. 
Prior to application, further information (including application 
procedure) should be obtained from: 


University College Dublin, 
Belfield, Dublin 4, Ireland. 
Requests on a postcard or by fax only 
(quoting above reference number). 
Fax: 3531 2692472 

or by Email: acadrec@listserve.hea.ie 
Further information about the 
university can be obtained from 
http://www w.ucd.ie 













National University of Ireland, Dublin 






























UNIVERSITY OF ZURICH 
Faculty of Economics, Business Administration 
and Information Technology 

Rümistrasse 71 CH-8006 Zürich 0041 1 634 2314 





The Faculty of Economics, Business Administration and 
Information Technology of the University of Zurich is looking for a 






Full Professor of 
Statistics and Empirical Economic Research. 


The successful candidate will join a strong, research oriented faculty 
that is committed to continuously introducing new approaches to 
research and teaching. 

The holder of this chair is responsible for the education in statistics 
of first year undergraduate students and for the education ‘in 
empirical economic and social research on a higher level. 

The candidate should have an international research orientation. 
Publications should show profound knowledge of statistical 
methods and a strong interest in economic applications, 
Qualification at the postdoctoral level is required. The University of 
Zurich is an equal opportunity employer. Women are expressly 
invited to apply for this position. 












Please submit your application before 10 January 2001 to 





Prof. Peter Stucki, 
Dean of the Faculty of Economics, Business Administration 
and Information Technology, University of Zurich, 
Rámistrasse 71, CH-8006 Zurich 


UNITED NATIONS RELIEF AND WORKS AGENCY 
FOR PALESTINE REFUGEES IN THE NEAR EAST 
UNRWA 
UNRWA, the largest United Nations programme in the Middle East, provides 
education, health care, relief assistance and social services to 3.7 million registered 
Palestine refugees in Jordan, Lebanon, the Syrian Arab Republic, the West Bank, and 
the Gaza Strip. UNRWA is seeking to employ a well qualified and experienced 


Director of UNRWA Operations, D-1 
Jordan, VN/M/31/2000 


As representative of the Agency, the Director is responsible for the administration of 
all UNRWA programmes, operations and resources in the Jordan field. These include 
health, education and relief programmes for 1,5 million registered refugees in Jordan. 
In addition. he/she directs all programme support functions. of finance, supply, 
transport, general administration and public information. The Director also promotes 
Agency objectives, assesses refugee needs, formulates responses to these needs and 
is in regular contact with senior officials of Jordan and contributor nations to develop 
and maintain cooperation and support of a political, administrative or financial nature. 
Requirements: At least an advanced university. degree in political or social science, 
public or business administration or international relations and in-depth knowledge of 
Middle Bast geo-political realities and its socio-cultural divergences. Minimum of 15 
years of professional and managerial background, including at t least 5 years at a senior 
level in UNRWA or another international agency dealing with similar programmes. 
Excellent knowledge of English is essential. 

UNRWA offers an attractive compensation package including gross annual salary 
starting at $103, 763 ($74,533 net tax free with dependants, $68,893 single) plus 
9,296 post adjustment multiplier plus an attractive fringe benefits. package 
(education grant, dependency allowance, home leave, pension fund, health insurance, 
6 weeks annual leave). Initial contract: 1 year, renewable. Applications (UN Personal 
History form can be downloaded from UNRWA website) can be faxed to 4972-7-677- 
7694 or electronically forwarded to: unrwa-ahrG unrwa.org. Resumes can also be 
sent to Head, Recruitment Section; UNRWA HQ Gaza, via UNRWA, P.O. Box 700, 
A-1400, Vienna, Austria. Please quote ref 4 VN/M/31/2000. The deadline for receipt 
of applications is 21 December 2000, 

For more information, please refer ta UNRWA website http: www,unrwa.org/. 

Only these applicants in whom the Agency has further interest will be contacted. 
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OINTMENTS 


is soliciting resumes for International Banking Advisors; Interested applicants should access 
internet site www.eps. gov, and select * "Search by. Solicitation une. , using Sell Hallo # 
1ЕТ-2001-000 

and cover 


UNIVERSITÉ DE GENEVE 
L'Université de Genéve ouvre deux inscriptions pour 


@ Uf poste de professeur ordinaire 
d'économie politique et d'économie nationale 


@ un poste de professeur ordinaire ou: professeur adjoint en 
modélisation soci-économique appliquée. - 


“H s'agit de postes à temps complet. 
Entrée en fonction : 1" octobre 2001 ou date à convenir 


Renseignements auprés de l'administrateur de la Faculté des 
sciences économiques et sociales, Université de Genève, 40, bd 
du Pont-d'Arve, 1211 Genéve 4 - Suisse. 


Dépót des candidatures avant le 16 janvier 2001. 


Salary will be determined by the Director 


Applications are invited for Chair of Management in the 
interdisciplinary Institute of Management (ИМ). The 
appointment will be from 1 September 2001. 


The ИМ promotes the teaching of, and research into, 
management. The Institute brings social science theory 
and research to bear ori issues of management. The 
Institute currently has 13 members of academic staff 
and 5 members of administrative staff. 


The Institute is a member of the Community of European 
Management Schools (CEMS) consortium, a consortium 
of 16 top European management schools, which is 
working in close collaboration with over 40 corporate 
partners, in the creation of a Common European 
Management curriculum. 


The Institute is seeking to attract a candidate with an 
outstanding social science background, preferably 
interdisciplinary to the post with teaching and research 
interests in management issues. Only candidates with 
first-rate, internationally recognised research 
achievements will be considered. 


Informal enquiries can be made to Professor Peter Abell 
on 020 7955 7357, Further particulars and details of how 
to apply may be obtained from the Personnel Division, 
LSE, Houghton Street, London WC2A 2AE 
(telephone 020 7955 6657/7072 ог e-mail 
academic.recruit@lse.ac.uk). 


Please quote Job Reference number: SA/00/07. 
Closing date for applications: 10 January 2001. 


The London School of Economics and Political Science is committed 
to equal opportunities and excellence in teaching and research 
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g leadership 
maintaining and developing the Pus терша е Department of 
Economics. For. enquiries. and fur ntact the Head 

ne 61 2 249 3585. 
web: жуу аши, auhr/jobs/fectil11 


Closing Date: 12 February 2001. Ref: FE 


CENTRE FOR RESOURCE AND 
ENVIRONMENTAL STUDIES, CANBERRA - 


Research Fellowship in Ecological/ 


Environmental/Resource Economics 


The Centre invites applications for this three or five year текей 
fellowship. See http://eres.anu.edu.au/cresjobs.-html for. full 
details, or contact Dr Jack Pezzey, tel/fax: 61 2 6249 4143/0757, email: 
реггеу @cres.anu.edu.au, Closing Date: 15 January 2001. 


GENEVA CENTRE FOR SECURITY POLICY 


Full-Time Faculty Position 


The Geneva Centre for Security Pol icy (ww wagesp.ch) - an international 
centre that trains diplomats, civil servants and military officers front: th 
Euro-Atlantic region ~ invites applications for a full-time faculty position 
in security studies, The successful candidate will be expected to spend 
about two-thirds of his/her time teaching in the various courses and the 
rest with the research anc. networking efforts of the Centre. 


Requirements include an academic background in security studies with a: 
solid knowledge of international relations theory and a research 
specialisation in the broad field of international security studies. 


candidate must have at least 5-10 years of teaching experience, be шеп їл} 


English (written and oral) and have at least some basic knowledge ОЁ 
French. Some experience in government and/or in a security policy 
institute would be an advantage. 


The post is initially for 5 years, with the first year being probationary, 
The GCSP will offer a competitive salary, and associated benefits; 
commensurate to the experience and qualifications of the candidate: 


The successful candidate would start in September 2001. The closing date: 
for applications, including CV, 3 letters of recommendation and a list of. 
courses taught, is 1 March 2001, 


They should be sent to: 


Ms Nicole Pinter-Krainer 

Geneva Centre for Security Policy 
7 his, avenue de la Paix 

Case postale 1295 

1211 Geneva 1 (Ssertzerlangi) 































for The Transition Economies of Eastern and Central 
Europe and the Former Soviet Union 


ied States Agency for Baternational Development is seeking experienced accounting 
i professionals to actively participate in the implementation, coordination, and supervision of 
USAID financed accounting and auditing reform, and corporate governance activities in the 

anion economies of Eastern and Central Europe and the forme t Union, The Advisors 
Will provide cou nd advice to senior USATD and host country als and will coordinate 
closely with other donor and multitateral organizations in the region, The Advisors will provide 

versight to USAID Missions and technical assistance teams implementing highly technical and 
intricate reform projects in the region. 

















Successful candidates must be able to demonstrate technical proficiency in Tatermational 
Accounting Standards and International Standards on Auditing and an ability to be effective in 
developing country environments, The position requires that the Advisors he t8 citizens, a CPA 
or CA, with a master's degree in economics. finance, business administration or a related field, 
and fen or more years of work history showing increasingly responsible. positions. View full 
announcement ac Autp/vwww,usaid.uowprocurement, bus SR ein PIG | solicit? 


















These Washingtosi-based positions will be contracted under a personal services contract for a 
period of two years, with extensions possible, These positions are graded as GS-15, with salary 
range (884,638 - $110,028) dependent upan caring history, Interested applicants should prepare 
amd send form OF612 and a compretiensive corricalum vitae tc Ms, Wonne Wilson, L.S. 
Agency for-Interiütional Development, Office af Procurement, RRB Room: 709-064, 1300 
Pennsylvania Ave NW. Washington DC 20522-7900. 











Applications must be postmarked то later than January 31, 2001. 
























UNIVERSITY COLLEGE DUBLIN 
An. Coláiste Ollscoile Baile Atha Cliath 


Dublin European Institute 


dostin Lehrte WP гей 





Invites applications for: 
MASTER'S DEGREE IN EUROPEAN ECONOMIC 
AND PUBLIC AFFAIRS (MECONSO) 


Based in the Social Scrences, this intensive pate *rdisciplinar y programme focuses on 
the business, economic, legal and political a European integration and the 
ae an Union, Students take custom-d ed core courses from Business 
iconomies, Law and Politics. There is also a range of dedicated optional 
courses, Students will submit a specialised 15,000-word research: dissertation and 
participate actively in two extended research visits го Brussels and Florence, 











MASTER'S DEGREE IN EUROPEAN STUDIES (MA) 

mtred within the Arts and Humanities, this broad-based interdisciplinary 
gramme focuses upon the cultural; historic; hingulstic and socto-economic 
| development of Europe, In addition to their specialised core course, students are 
offered a range of custom-designed options from oral Departments including 
Classics, History, History of Art, Library and lnformadion Studies, Linguistics, 
Modern European Languages and Social Poliey. In addition, students must take a 
modern European language and complete à 15,.000-word research dissertation. 









DUBLIN EUROPEAN INSTITUTE 
The Dublin European азоти is а specialised interfaculty centre for research and 
postgraduate teaching in the field of European Studies, The institute omes 
applications to pursue doctoral research in any cognate discipline of E Studies, 











For further information and application forms 
Please contact: 

Dolores Burke, Programme Manager, Dublin 
European Institute, UCD, Belfield, Dublin 4. 
Please quote ref. ECOL 

Telephone: +353~-1-706 7634 

Fax: *353-1-269 2589; Email: dei@ucd.ie 
Website: www.eurapeanstudies.ie 























А; Ошу, а трапу ofthe largest Italian multi-utility Group, 
engaged: in the implementation of management contracts 
in the water service sector, is searching a highly qualified 
professional for the position of Commercial Manager 
for long term assignments overseas. 













We are looking for a dynamic, qualified specialist of billing, collection and 
customer relations who is willing to operate in challenging environment. 
Experience in the utilities sector of at least 10 years is a fundamental 
requirement. 


Remuneration includes an interesting salary and a performance bonus, to be 
commensurate with qualification and experience 


Please apply by sending your CV and salary details to: 
Claudio Cosentino, A.Utility, 


p.le Ostiense, 2, 00154 Rome, Italy, 
fax 0039 06 5799 3420, e-mail: seg.iniziativeestero @ aceaspa.it 





USAID/Indonesia 
is recruiting for the following positions: 





* Democracy and Governance Senior Advisor 
Justice Sector Reform Advisor 
Democracy and Governance Specialist 
* Information Systems Manager 


For additional information and application 
procedures please refer to: 


www.usaid.gov/procurement. bus. opp/procurement/psc, solicit/ 


OSCE 


The Organization for Security and Co-operation in Europe 
is engaged in early warning, crisis. management, conflict 
prevention and post-conflict rehabilitation, The Secretariat 
based in Vienna is looking for a 


Finance Officer 


Your tasks will be to manage the payroll and accounts payable, 
to act as approving officer, to ensure that internal control 
systems are implemented as set out in the Financial 
Regulations and Financial Instructions and to-train Finance 


Staff in other OSCE Institutions, Missions and Field 


Operations. 








Necessary qualifications; 

Membership of an internationally recognized accounting body 
is essential and a University degree in accounting, business 
administration, financial management ог a related field. Five 
years. of post qualification work experience in finance and 
accounting. Experience іп an international organisation 
desirable, Excellent knowledge of English. 


For more information, please browse our Website: 
httpz//www.osce.org (vacancy 43R/2000). Please send your 
application. by 28 December to OSCE Personnel Unit, 
Kérniner Ring 5o- 7, А-1010 Vienna, Austria, or by fax: 
(443-1) S14 36-96. 
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SENIOR INVESTMENT OFFICER 


insurance, loan guarantees and direct financing. 


bent manages projects submitted for loan guaranties 


gh loan closing and first disbursement. Reviews projects | 


] to determine technical, economic, legal, marketing, political and financial feasibility. 


Conducts analyses of the nature of the proposed business ventures, the financial 1 
statements provided by the company, the foreign exchange situation, the nature of any | 
agreement with or concession by the host government, the eligibility, financial stability H 


and business background of the sponsor and other factors: Develops projections 
| based on the company’s figures and a judgment about whether the project supports 





Corporation (ОРІС), n independent Federal agency | 









the | hance Department for a Senior Investment Officer in. || 


The creme always rises to the top, so : 
why shouldn't you? 


Looking for the way to achieve that higher level of income? If youre an 
international senior executive, over 40, and currently garing $100K« ра 
year, we can assist you in attaining. your goals. Resume Broadca: 
International, will manage your career search with the personal contact 
necessary for success. Our commitment is not just 40 hours per week, bu 
24 hours a day, 365 days а year. Contact us at Tel: (619) 224-9257, Fax 
(619) 224-9268 or Е-таі: 102224.3306 @compuserve.com and open. the 
doors to opportunity today. 


Resume . 
крш 
Inermeational 











х Resume Broadcast International - 

РО. Вох 6930, San Diego, California 92166; USA, - 
"Tel: 619.224 9257, Fax:619 224 9268: 

Email: 102224.3306 @ compusarv 


the financing requested, Negotiates the terms. of OPIC's participation and provisions f 
of the oan, guarantee and other agreements. Writes loan papers, presents loan proposals f 


to the Investment Committee and the Board, and obtains agency clearances. 


А description of the qualifications required and s for applying are in Vacancy 






Announcement # 36-00, available by calling the ОРІС job Hne at 202-336-8682 


or on OPIC's web page at www.opic.gov. Applicants must follow the application 
;procedures in the vacancy announcement. Compensation $71,954-$93,537, plus 
bonus and benefits. EOE 










Lecturer in Economics 


Applications are invited for the above post in the Department 
ОЁ Economics at Trinity College, Dublin, tenable from 
‚ September, 2001. 


| Candidates should have a strong commitment to research, 
which may be in any field of Economics. Preference will be 
| given to candidates whose research interest lie in the following 
| areas: International Economics, Macro: Economics, Industrial 
‚ Organisation and Applied Econometrics. 


: Salary Scale: IR£19,427 - IR£39,208 / IR£42,133 - 
рег annum 


IR£47,992 


"The appointment, which will be permanent will be made 
‘within the salary range IR£19,427 - [R£39,208 per annum, at a 
‘point to accord with qualifications and experience to date. 
-Intending candidates should note that more than one 
appointment may be made. 


Candidates are invited to submit a full curriculum vitae to 
_ include a synopsis of research in progress and the names of 
_ three referees, to: 


Recruitment and Establishment Manager 
Staff Office 
Trinity College 
Dublin 2 
Tel: 353 1 608 1678 7 Fax: 353 1 677 2169 
e-mail: recruit@tcd.ie / http: //www.tcd.ie/Staff Office 
Further information about the Department may be obtained at 
` WWWw.economics.tcd.ie 


The closing date for receipt of applications will be Friday, 12th 
January, 2001. 


Trinity College is an equal opportunities employer. 
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. Join one of the world’s 

nost comprehensive 

ал prox owing) news 
operatio 


Radio Free Europe/Radio Liberty broadcasts 
26 la in Central and Eastern Europe, 
Se the. former Soviet Union, and the Middle East, 


Prague, Czech Republic 
Use your strong analytical skills, innovative problem-solving ability. and. 
background in general accounting and payroll management to support: 
the Director of Finance in the aning and implementation of 
RL. Qualifications: 5-10 years 
international accounting, experience with at least 2 years in a senior 
accounting role, international accounting accreditation and/or a degree 
in Accounting or related field, or equivalent combination of training 
and experience: Ability to work independently as well as supervise staff 
under tight deadlines and function effectively with people from widely 
different cultural backgrounds is a must. Accounting experience in 
medium to large not-for-profit organization erably in one or more 
of RFE/RUs broadcast regions) is highly desirable. 


We provide an excellent salary and benefits package including 

relocation, housing, and comprehensive health insurance. TO APPLY: : 
Please provide detailed СУ, with cover letter outlining qualifications and. 
salary requirements to: jobs@rferlorg or Fax: +420-2-2 112-3420 
no later than December 22, 2000. No telephone calls please. 


RFE/RL is an Equal Opportunity Employer committed to workforce diversity. 

Visit our Web site at: www.rferkorg 

‘RADIO FREE EUROPE 
RADIO LIBERTY 

















































BUSINESS 
OPPORTUNITIES 






Research Fellow 
Asian Business 

Victoria University of Wellingtom 
New Zealand has a new position to 
promote research in aspects of Dusi- 
ness environments, finance, and 
economic management in Asia. You 
will have a PhD in finance, econdmics, 
or à related discipline, and be 
responsible for developing a.rescarch 
programme within the above topics, 
for a fixed term of one year © 
rus nzjobis.co.nz/ouut 
or email: fca-appointhurunac. nz 








START YOUR OWN 
CASINO 


Become owner of {неле Casino! 
Best terms on ihe Web! 
www.SALECASINO.COM 











































^ Campbell Carr provides economic, 
commercial, regulatory and systems 
nsultancy to governments and energy 
companies, 









We are now looking to recruit two key 
members to our specialist team, a 
Consultant and an Information Manager. 


Candidates for both posts should be 
' literate and numerate with good 

| presentation, research and report-writing _ 
- skills. Knowledge of the energy or utility ' 
but not essential. 
















The | 
Economist 


TO ADVERTISE WITHIN THE CLASSIFIED 
SECTION, CONTACT: 


Will Wilkinson, London 
Tel: (44-20) 7830 7000 

Fax: (44-20) 7830 7111 
Email: willwilkinson €) economist.com 


Stephen Welch, New York 
Tel: (1-212) 541 5730 
Fax: (1-212) 247 1325 
Email: stephenwelch @ economist.com 


Laurence James, Hong Kong 
Tel: (852) 2585 3232 
Fax: (852) 2598 1677 
Email: laurencejames @ economist.com 





































Campbell Car 















Amersham, 
Buckinghamshire HP7 0 


“Consultant and Information Manager Posts 













INTERNATIONAL CRISIS GROUP 
RESTRUCTURE AND EXPANSION: POSITIONS VACANT 
















The International Crisis Group (ICG) is an international non-profit 
organisation dedicated to conflict prevention and containment, employing over 
50 people on four continents, ICG's approach combines on-the-ground 
analysis in conflict-threatened countries, with detailed policy prescription and 
advocacy, ICG's Chairman is former Finnish Head of State Martti Ahtisaari; 
Vice-Chairman former U.S, Congressman Stephen Solarz; and President and 
Chief Executive Gareth Evans, former Australian Foreign Minister. Established 
in 1995, ICG is presently in the process of a major restructure and expansion. 
As a result, the following positions are currently or about to become vacant 


International Calls Cost Up To 


8596 Less In the New World. 





” fyou re looking for the finest international phone rates and service, 
look no further than New World Telecommunications. Because we 
save you up to 85% on ali international calls. 


To the U.S. and U.K. 4s atue callback innovator New World 
From TETTE provides state-of-the-art voice communica- 
tions and the lowest possible rates for all 
international calls originating outside the 
United States through callback. 

Now you сап call anywhere in the world 
t amazingly low rates. Perfect for home, 
office, hotel, fax, or cellular phones. Call 
today and be calling globally at 85% less 
the day after tomorrow! 


| 
Call ‘Today! 1-973-438-1800 





Vice President (U.5.) (Washington) 
New York Director (New York) 
Director, Balkans Program (Brussels) 
Central Africa Project Co-ordinator (Nairobi) 
Senior Analyst (Pristina) 
Senior. Analysts (2) (Osh) 
Senior Associate (Washington) 
Analyst (Pristina) 
Personal Assistant to President (Brussels) 
‘Administrative Assistant (New York) 




























For further inforniation on the above: positions, please refer to the 
ICG website wiscriiiweb.arg. Applications (CV and cover letter) by 
letter or canal ro Blair. Blackwell, Executive Assistant to the 
President, International Crisis Group, 149. Avenue. Louise, 1050 
Brussels before 13 December 2000. Emak Орвара сеге овд ANO 
(please тейи: to job position for which you are applying in the internati ona 
subject heading Y. crisis group 


402 Teaneck Road, Suite ê 
М үш USA 07666 
rid Fax: 1-201-287-8428 
ewlWorld Help@cust.newworldtele.com 
wew.newworldtele.com 


© 2000 New World Telecommunicatzan. New Gold ie a trademark of New Weld Tdecommunieations, All nights rsen. 
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based on the Slovak Republic Government's resolution No. 730 from September 13, 2000 and pursuant to Act No. 263/1999 from September 14, 1999 
on Public Procurement, issues an announcement of the method for public procurement: 


Ministry of Economy of the Slovak Republic 


having its registered office at Mierová 19, 827 15 Bratislava, Slovak Republic 
(hereafter referred to as "the Selling Shareholder”) 












Public tender for selection of an advisor for privatisation of TRANSPETROL, a. s. 
having its 991919794 office in Bratislava, Slovak PbS 





The public tender starts on December 5, 2000, which is thé date of publication of this 
announcement in "Obchodný vestnik" (Commercial Bulletin of the Slovak 
Republic), and will be conducted in accordance with the following conditions: 





1, The subject of the public.tender is classified. as No. 74,1 based on the classifica- 
tion of production for commercial advisory services, and is specified in accordance 
with § 29 of the Act No. 263/1999 on Public Procurement. 

The subject of the public tender is the selection of an advisor, whe will perform all 
the services related to the process of privatisation of 49% of TRANSPETROL, a. s., 
Sumavská 38, Bratislava, Slovak Republic, Registration No.: 31 341 977. 

Services required by the Selling Shareholder include expertise in the specific area, 
advisory services, identification of methods and requirements for transfer of shares 
of the company, and assistance during the selection process of the investor or inves- 
tors respectively. Also included are services related to the sale of shares of the conr 
pany including contractual closing of the transaction, etc. 

Delivery place for the services will be the Ministry of Economy of the Slovak 
Republic, Mierová 19, 827 15 Bratislava, Slovak Republic, tel.: 4421-7- 4333 2041, 
fax: 4421-7-4342 3949. The final date for delivery of the subject of the public tender 
is the last day of the transaction. 


` 2. Bidders wanting to participate in the public tender have to fulfil the following con- 
ditions: 
a) Conditions for participation in public tenders specified in $ 24 section 1 and $ 25 
section 2 letter a) апа section 4 in full extent excepting letter g) of the Act No, 
263/1999 on Public Procurement. Their fulfilment is proved in a manner specified by 
the above-mentioned act. The related documents can not be older than 3 months, and 
they have to be presented as originals, or as copies witnessed by a notary. 
If the documents are in any other language than Slovak or Czech, their official trans- 
lation is required. 
b) The bidder has to submit a statement of not having conflict of interests. 
с) The bidder has to submit minimum of five references in M&A transactions 
in the energy sector. 
d) The bidder has to prove that the volume: of all the transactions. executed 
; by the bidder in the past five years has been greater than USD: 1 billion. 
€) The bidder has to be a business entity with the legal status of a corporate body. 
The bidder may deliver certain parts of the subject of the tender through third par- 
ties. Such a delivery has to be proved by a contract and appropriate fulfilment 
of the conditions specified in letters р) and h) of this section of this announcement by 
` these third parties. 
f) The bidder has to submit the bid on the whole subject of the public tender, bids 
on specific parts or bids offering altemative solutions are not allowed. 
g) The bidder has to specify in the bid the names and professional background 
of employees who will be responsible for delivery of services. 
h) The bidder has to prove specific qualification for delivery of legal services requi- 
red by the legislation of the Slovak Republic. The bidder has to be entitled to trade 
in securities in the Slovak Republic, Great Britain, and Germany. 
4) Bids can be submitted only by bidders who requested the tender documents, 
to whom the tender documents were provided, and who deposited the required col- 
lateral before the date of submitting the bid. 
Evaluation of fulfilment of conditions for participation in the public tender will be on 
the basis of fulfilment of all the conditions of participation in the public tender. 


3. Bidders can submit their bids on the following address: Ministry of Economy 
of the Slovak Republic, Office of the Minister, Mierová 19, 827 15 Bratislava, 
Slovak Republic, 4th floor. The bids have to be submitted in sealed envelopes mar- 
Кей Súťaž ~ neotvárať” ("Tender ~ do not open") with the label , TRANSPETROL'. 
The envelopes have.to contain the name of the bidder and the address of its registe- 
red office or place of its business activities. The bids can be submitted 24 days from 





the day юму the (d a publishing this public tender. announcement. 
in "Obchodný vestnik” (Commercial Bulletin of the Slovak Republic). The time pe- 
riod for submitting the bids ends with the last дау of the above-mentioned period, 
i. e. December 29, 2000: Bids have to: be submitted in the Slovak language. 
Bidders are bound by their bids until February 27, 2001. 
Bids will be opened without the. participation of bidders on January 8, 2001 
at 11,00 a.m. in the building of Ministry af Economy of the Slovak Republic, 
Mierová 19, 827 15 Bratislava, Slovak Republic. 






















4. Bidders can receive the tender documents Базей on written requests delivered: i> 
to the following address, which also corresponds with the address where the bidders 
can pick up the tender documerts; Ministry. of Economy of the Slovak Republic, 
Office of the Minister, Mierová 19, 827 15 Bratislava, Slovak Republic, 4th floor. 
Bidders can receive the tender documents personally every day from Monday to 
Friday from 9,00 a.m. to 4,00 pum. The time period for receiving the tender docu- 
ments ends on December 22, 2000 at 4,00 p.m. The Selling Shareholder does not re- 
quire any payments for supplying the tender documents, 


5. The Selling Shareholder requests collateral of Sk 1,000,000. Bidders can. choose 
the way of payment in accordance with $ 8 section 2 of the Act №, 263/1999 
on Public Procurement and specification in tender documents, Bidders will 
deposit financial collateral k account No; 6015-8421002/0720, variable sym- 
bol: 154, name of еа ount | | Dépositnty account held in the National Bank. 
of Slovakia. 
The Selling Shareholder will free the collateral within 7 days from the day the non- 
winning bidder requests this relief, Otherwise the: Selling Shareholder will free 
the collateral within 7 days of the Jast day of the time period. for announcing the win- 
ner. The collateral will: remaitt with the Selling Shareholder if the bidder backs 
out of the bid after the time pericd for submitting the bids is over. Other conditions 
for freeing the collateral are listed in the tender documents, 




































6. The compensation for the services which are the subject of the public tender will 
be determined as a percentage from the proceeds of privatisation of 49% 
of TRANSPETROL., a. s. and will be specified in more details in the concluded con- 
tract. The outcome of the public tender will bea Contract on delivery of services 
concluded in accordance with $269 section 2 of the Business Code of the Slovak 
Republic, or other type of contract corresponding to the nature and scope of services. 


7, Criteria for evaluation of bids ‘according to individual areas: 

* Ability to successfully complete the specific type of transaction, references, local 
experience, and knowledge of the specific industry sector and coüntry 

+ Price of the services and total project cost for the transaction, strueture of the price; 
timing of payments, and contractual conditions 

* Transaction approach including structure of the process, methodology, analysis 
of demand, and marketing of the whole process 

* Organisation and management cf the project, structure of the project team 





8. Other information from the Selling Shareholder: 

+ Additional information needed for preparing bids are listed in tender documents. 

* The Selling Shareholder does not provide to bidders any compensation for costs in- 

curred during the preparation of bids or related to participation in the public tender. 

* The Selling Shareholder reserves its right not to select any of the bidders if the bid- 

ders do not fulfil the following two requirements: 

- minimum of five references in M&A transactions in the energy sector, 

- volume of all the transactions executed in the past five years greater than USD 
Î billion. ; 

* The Selling Shareholder reserves its right to cancel the public tender in.accordance 

with the conditions listed in-$ 37 of the Act No. 263/1999 on Public Procurement. 














EUROPE'S LEADING LIGHT 

Crossair of Switzerland, Europe's largest regional airline offers more than 28. daily. 
departures from the UK and Ireland to Switzerland. In addition, Crossair also offers a 
network that encompasses over a 100 destinations in over 30 countries through: its 


EuroCross hub at EuroAirport Basel. 


"CHPOSSAI rese кнн 
CUT THE COST OF YOUR | Ø "LONDON" INTERNATIONAL PROPERTY 


STAY IN LONDON m Quality serviced apartments: offering best value " 
a SWITZERLAND 


for money. Our apartments offer great savings 
Comfortable self-contained serviced. studio : move to hotels. . Fully serviced, private иш 

ae ent ард & Alps 

, overlooking views, 1 t0: 



















y The (най дует Group: 














flats. in Knightsbridge near Harrods, fully bathroom, kitchen, TV. telephone. central 
equipped Wichen-dinetts, bathroom, phone, |". . gy heating. elevator и 
satellite T.V... central heating, elevator, maid Centrally located in Kensington area. 

| service, resident manager. Suit 1-2 persons. | Wi Tourist Board Approved Wi 
























Readers are recommended 


tò make appropriate enquiries and take 
appropriate advice before sending money, 





Brochüi Mail: Ashburn Garden Apartme: ыу) incurring any expense or entering into a 
5 ridic Service Apartments " 3 ma Garda Gardens m E binding commitment in relation to an om SFr 00. le to Non- 
45 Ehnismore Gardens, " South Kensington, London SW7 4DG, UK ш advertisement, The Economist Newspaper 
London SW7 1AQ. www.ashburngardens.co.uk Limited shall not be liable to any person 
TEL: 020 7584 4123 | | info@ashburngardens.co.uk a for loss or damage incurred or suffered as 
«Fax: 020 7584 9058. Tel: 544 207 370 2663 a result of his/her accepting or offering to 52. Montbrillant, CH-1211 GENEVA 2 
infoG ksflats.demon,co.uk. Pax: +444 207 370 6743 accept an invitation contained in any Tel. ++4122/734 15 40, Fax 734 12 20 
www.ksflats.demon.co.uk au : нишини advertisement in the Economist, WWW.revac.net. 


` BUSINESS & PERSONAL 





CONQUER EUROPE 


INTERNATIONAL BUSINESS] | for 
yo local in 10 european countries 
* Consulting & Support | to тала, ind pon rod 
* International Documents | tal + 353 21 4279216 prine 


Ask for a free ed-rom with demus of int'l sites and localised software, 


GREEN CARD (NO JOB OFFER) 
icons An. Los himi tration Law may make vou 
ARD without needing 

ed businessman 

resume. or 


oon 


ust one click away 


“Histol фишка 
DORKIN tes Р.С ww, 
: idi Free online v жаш 24 Jours per day, ? days por week. 


Farmington Hills, MI 48 54 USA, Abrams & Krochak 
248) 865 Bot кш 855.9788 Батай оопай aol cori. Canadian Immigration Lawyers 


* Translation & Interpretation 


` pod ИА панын 


212 233 7061 xt 304 1 your product seen through local eyes 
IT UK DE FR DK SE FI NL ES IE 





DISINVESTMENT OF 51% OF THE SHARES 
OF NATIONAL FERTILIZERS LIMITED (NFL) 
BY THE GOVERNMENT OF INDIA 


Global Economic Prospects and 
the Developing Countries 2001 


This eleventh annual edition of Global Economic 
Prospects 2001 analyzes the prospects for the 
global economy and the implications 
for poverty reduction; explains why 
economic performance in the poorest 
developing countries has Jagged 
behind; shows that trade sanctions 
are ineffective in raising labor and 
environmental standards in developing A. 
countries; and explores the potential + Ж ы i 
impact of electronic commerce on TAR ud 
productivity and trade in developing countries. 


December 2000. Stock no. A14675 (ISBN 0-8213-4675-X). $25. 






EXPRESSION OF INTEREST ("EOI") 


NFL is the second largest producer of nitrogenous fertilizer 
in India with 5 Plants in agricultural heartland, with total 
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OUTPUT, DEMAND AND JOBS Japan's cpp rose at an annual rate of only 1.0% in the third 
quarter, and by 1.4% over the year to the third quarter. But сюр in Canada grew by 5.0% in the 
year to the third quarter. In October, Britain's industrial output fell again, leaving it only 0.6% 
higher than a year earlier. In November, unemployment in Germany hit a five-year low. 



























































% change at annual rate The Economist poll Industrial Retail sales Unemployment 
GDP. GDP forecasts production (volume) % rate 
MS 3mthst 1year 2000 2001 3mthst 1year 1 year latest year ago 
Australia — 428 4470 +45 + 35 +15 +57 Q2 ~ 08 Q3 6.6 Nov 6.7 
Austria +32 + 38 Q +34 427 na + 6.8 Aug* = 10 Aug 3.1 Oct 36 
Belgium +12 +440; +39 +30 na + 1.1 Sep* + 69 Aug 10.7 Nov* 113 
Britain + 28 «2903 430 +26 + 05 + 06 Oct + 38 Oc 5.4 Sept 59 
Canada 48 +50 03 +48 +32 + 35 43 Sep + 46 Aug 6.9 Nov 6.9 
Denmark 445.4 36 Q +25 +23 /— na + 8.0 Sep + 22 Aug 5.5 Oct 54 
frate | ^ #27 + 3103 433 + 30 + 54 + 34 Sep * 0.3 Sep 9.4 Oc 110 
Germany . +1713 + 28 оз +31 428 + B1 + 45 Sep * 32 Sep 93 Nw 104 
italy sol RANI + 24 03 +27 +24 +02 + 1.2 Sep + 0.3 Sep 10.5 jul 114 
Japan. * 10 «14093 +20 419 + 65 66 Oct - 09 Sep 47 Oc 46 
Netherlands | 4 32 4 34 Q3 +41 +35 + 1.1 + 43 Sep * 24 Aug 26 оа 31 
Spain... +35 43902 +40 + 34 +22 ~ Ot Sep na 13.6 Oct 15.1 
Sweden *49 +4302 +41 + 36 na +10.0 sep * 6.6 Sep 4.0 Oct* 52 
Switzerland. ^. 20 +3603 +34 + 25 na + 82 Q2 + 15 Sep 17 ot — 23 
United States 24. 4.53 Q3 + 52 30 +33 + 52 Oct + 6.0 Oct 39 Ot 41 
Euro-11 4 36 437 Q +34 +29 +41 + 5.6 Sep + 24 Aug 89 ot 97 





*Not seasonally adjusted: T Average of latest 3 months compared with average of previous 3 months, at annual rate. *yul-Sep; claimant count rate 3.6% in 
October. SAugOct у: 








PRICES AND WAGES Consumer prices in Japan fell by 0.9% over the 12 months to October. 
Japanese workers’ pay increased by 1.6% over the same period, a rise of 2.5% in real terms. Italian 
workers received a pay rise of 18%—a real cut of 0.9%. Also in the 12 months to October, pro- 
ducer-price inflation rosein Canada, the Netherlands and Spain. 




































































% change at annual rate The Economist poll 

Consumer prices* consumer prices forecast Producer prices* Wages/earnings 

3 mths! | 1 year 2000 2001 3 mths? 1 year 3mths! 1year 
Australa +15.8 +61 23 +47 +37 +80 +7203 +67 +65 03 
Austria — +24 +28 Oct +21 +18 +73 +57 Nv +02 + 20 Oc 
Belgium + 27 + 31 Nov +25 +20 £35 + 7.8 Sep nl +14 Q3 
Britain +12 +31 оа +24 425 +07 +26 ot 52 + 4.1 Sep 
Canada +18 + 28 Oct +27 +24 +24 +44 Ot +24 + 5.5 Sep 
Denmark +12 +27 Оа +28 +23 +64 +69 00 +70 +38 93 
France +18 + 19 Oc + 1.7 416 + 63 + 65 Oct + 34 + 54 92 
Germany + 18 + 2.4 Nov + 20 +17 +74 + 74 Oat na + 2.1 Sep* 
Italy 2125. +27 Nov +26 +22 +57 +67 ой +29 + 1.8 Oct 
Japan nii ~ 0.9 Oct - 06 - 0.2 + 0.3 +02 Oc na + 16 Od 
Netherlands + 40 + 3.1 OC +25 432 +91 492030 +38 + 2.8 Oct 
Spain +48 + 40 Oct +34 + 27 +56 + 5.9 Oct +48 + 2.3 Q2 
Sweden па + 14 Oc £13 + 1.8 +54 + 46 Oct ~56 + 37 Sept 
Switzerland + 19 + 19 Nov +16 415 +21 +26 0d na + 02 1999 
United States +27 + ЗА Oc +34 + 28 + 2.7 + 36 Oc +40 +38 Oct 
Euro-11 +24 427 Oct +23 + 20 + 6.6 + 62 Sep +20 + 2.4 Q2 





*Not seasonally adjusted. Taverage of latest 3 months campated with average of previous 3 months, at annual rate. 











COMMODITY PRICE INDEX 

The European Union has de- 
cided to ban the use of meat and bone meal 
in animal feed for six months from January 
2001, so farmers will need to find vegetable 
protein alternatives. Europe's demand for 
soyabeans and meal is therefore likely to 
rise sharply in coming months. This is good 
news for soyabean farmers, who are pro- 
ducing record crops this year, although 
European environmentalists are fretting 
about the risk of importing genetically 
modified beans. Soyameal prices in Chi- 
cago have risen to their highest levels since 
mid-1998, prompting an increase in meal 
production.The soyabean crush is forecast 
to be a record 43.5m tonnes this season; if it 
goes much above this, the market will face 
aneven bigger surplus of soyabean oil. 


The 
Кошен 









































1995=100 % change on 
Nov28th  Dec5th* опе one 
year 
Dollar index 
All items 72.4 724 + 15 - 10 
Food 71.1 713 + 08 ~ 05 
Industrials 
All 74.2 740 +25 - 17 
Ма? 68.9 685 + 27 - 33 
Metals 78.7 787 +24 - 05 
Sterling index 
All items 80.5 79.1 + 06 +113 
Food 79.1 778-02 +119 
industrials 82.5 80.9 + 15 +105 
Euro index 
All items 111.4 107.7 = 12 +144 
Food 109.4 105.9 ~ 20 +150 
industrials 114.1 1100 = 03 +136 
Yen index 
АЙ items 84.9 853 +50 + 7.0 
Food 83.4 840 + 43 + 75 
industrials 86.9 87.2 + 60 + 62 
Gold 
$ per oz 269.15 271.15 + 24 ~ 3.0 
Crude oil North Sea Brent 
$ per barrel 32.54 28.53 ~ 95 +127 
West Texas Intermediate 
$ per barrel 34,06 2955  -112 +123 





* Provisional. | Non-food agriculturals. 














@ ECONOMIC FORECASTS Every month 
The Economist surveys a group of econ- 
omic forecasters and calculates the average 








of their predictions for economic growth, 
inflation and current-account balances for 
15 countries and for the euro area. The table 











alsoshows the highest and lowest forecasts 








for growth. The previous month’s forecasts, 
where different, are shown in brackets. This 





month our forecasters have again cut their 





estimates for growth in 2001 for both Amer- 





ica (3.0%) and the euro area (2.9%). After a 





year in which the euro area has trailed 
America, the growth gapis thus expected to 











be negligible. Forecasts for growth next year 
have been trimmed in 11 countries, com- 
pared with five last month. The biggest re- 
ductions have been made for the United 























States, Japan, Canada and Italy. 
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MONEY AND INTEREST RATES.Government-bond yields fell again as traders became | 8i COSMECEUTICALS The market for pro- 

` more optimistic about the prospect of the Federal Reserve cutting interest rates. Money-supply | cucts that combine cosmetics with 
growth in the year to October slowed slightly in the euro area, but it increased in Australia. pharmaceuticals is booming. Sales of po- | 
Money supply |. interest rates % p.a. (Dec 6th 2000) . .. | tions that discourage wrinkles, protect or 

% ri ago у 2-year _ 10-yeargov't corporate | restore hair, prevent sunburn and cellulite |. 
and soon grew by 41% in 1995-99, according 






















































































Australia 20 250.233.370. 631 7. | to Euromonitor. The largest single market, 
aen س‎ RES | g6%ofthetotalin1999,isfor facial skin-care 
Denmark 54/372. 80 516 зт 533 735 | Preparations, followed by hair-care pro- 
Japan oso 030 150 . 030 162 176 229 | ucts (25%). Wealthy older women are one. 
Switzerland ~44 -20 oc 300 350 199 513 346 369 340 4s _ | Sales per person are highest in Germany, 
United States -02 +98 ou 650 645 589 350 51 532 613 733 | whichis ageing fast. р 
Euro-MÉ 58 +53 0a 476 495 346 550 472 486 500 587 | ү 











Trance 4.99; Germany 4.86, italy 5.32. Benchmarks: Japan No.226 1.63, US 30-wear 5.52. *Germany for prime and bonds. 


*Narrow: М1 except Britain MO, broad: M2 or M3 except Britain Ma Sources: Commerzbank, Den Danske, J.P. Morgan, Royal Bank of Canada, Svenska 
Handelsbanken, Warburg Dillon Read, WEFA Group, Westpac, Thomson Financial Datastream.Rates cannot be construed as banks’ offers. 











STOCKMARKETS Most stockmarkets soared after a speech by Alan Greenspan, the Fed chair- 
man, was taken as a signal of a possible easing in monetary policy. The Nasdaq Composite in- 
дех recorded its largest one-day rise. But markets fell back a bit the next day. 














































































































: Market indices % change on 

| 2000; опе one record бес 31st 1999 
Dec 6th high low week year high in local n$ 
А o currency” terms: 

Australia (Ali Ordinaries) 32508 33304 29200 + 09 + 46  - 24 + 31 -143 
Austria (ATX) — — 10813 12361 10084  - 17  - 58 -378  - 97 -203 
Belgium (Ве! 20) 30289 13404 25322 + 25  - 4|  -177 93 1200 
Britain (FTSE 100) 52713 6,9302 59946 + 18  - 52  - 95  - 95 -193 
« Canada (Toronto Composite) — 92306 113888 81142 + 46 +180 -190 + 97 + 37 
Denmark (Copenhagen SE) 9244 10390 7551 = 15 +201  -110 +193 + 51 
France (SBF 250) 6 380906 43907 35128 ^ - 09 +85  -132  - 00 -118 
Germany (Xetra DAX) 6,6223 ^ 80650 63723 + 04 +83  -179  - A8 -160 
‚ Italy (BCD 19937 21823 16664 =- 25 +227  - 86 + 9) -31 
Japan (Nikkei 225) ___ 14,8894 208332 143013 + 26 -191 -617 -24  -267 
(Тор) ^ 13811 2.5076 13418 +24 -148 -521  -198  -253 
Netherlands (EOE) 9589 ^ 70016 ^ 6124 -05 +79  - &i | - 19 -134 
Spain (Madrid SE) 90538 1,462 ^ 8750 - O3 9а  -210  -102 -207 
Sweden(Affarsvarlden Gen) ___ 5,1286 — 6,9606 49006 + 18 — - 38 -263  - 68 -177 
Switzerland (Swiss Market) 8,0970 8,3770 67814 +04 +104  - 37 70 +02 
United States (ОЛА) 10,6644 117230 97960 +03  - 36 -30 - 12 -72 
(S&P 500) 13515515275 13180 + 07 - 37  -119 -80 - 80 

(Nasdaq Comp) 27965 5,0486 25973 + 33 -220  -446 313 -313 

„Europe (FTSE Eurotop 300)* — 1,5738 17050 ^ 14725 ^ - 03 +65 - 77  - 06 -125 
Euro-11 (FTSE Ebloc 100)* 14257 7 1,5508. 12777 — - 06 +126  - 80 + 30 - 91 
World (MSCI) _ 12364 14488 . 1987 + 15 — - B3  -147 na  -130 
World bond market (Salomon): — 43275 — 4400 ^ 4148 + 17 -22 -59 na - 10 











“in euro terms. "Morgan Stanley Capital international index includes individual markets listed above plus eight others, ín dollar terms. 
#Salomon Smith Barney World Governrnent Bond Index, total return, in dollar terms. SDecember Sth, 














TRADE, EXCHANGE RATES AND BUDGETS The dollar fell against a trade-weighted basket of currencies by 14%, on worries about the 
slowing American economy. Sterling and the yen also declined. The euro and the Australian dollar rose by 1.6% and 2.5%, respectively. In the 
third quarter, Canada's current-account surplus fell; the 12-month surplus increased to $7.6 billion. 

















































































































Trade balance*, $bn Current account Exchange rate Currency units 
latest latest 12 $bn The Economist poll trade-weighted? per per — per 
month months latest 12 mths % af GDP, forecast Dec 6th year ago $ £ euro. 
pem зз: _ M 2000 2001 Dec6fh year ago 

Australia + 0.14 Oct 178.03 “45 36 736 796 184 157 264 153 

Austria — 0,53 Aug’ - 5.1 Sep -27 23 995 1010 156 134 223 138 

Belgium = 0.25 Aug’ 10.8 Jun 42 42 982 100.0 456 394 655 403 

Britain - 3.60 Sep 1720? 76 48 1054 106.5 070 062 ~ 062 

Canada + 289 Sep бз 13 10 79 794 153 148 221 136 

| Denmark + 044 Ag + 4 27 Aug 12 13^ 1003 — 1024 — 843 726 121 745 

| France + 005 sep + 67. 331 Ag —— 23 22 1007 1030 741 — 640 107 656 

| Germany + 3315р +577 - 25.1 Sep тл 08 973 100.1 221 191 ^ 318 196 

| italy - 0.94 ез + 4| - 39 Aug 02 02 79 735 2189 — 1,890 3144 1936 

| Japan + 902 Sep ^ 41252 +1217 Sep 25 22 . 15829 1538 по 103 159 9768 
Netherlands + 1.11 59 + 129 + 139 оз 50 47. 969 ^ 990 249 ^ 215 358 220 226 

Spain ~~ 2.80 Aug - 394 - 190 Aug -3.1 -30 ^ 736 749 188 162 270. 156 

Sweden + 122 Oct + 149 + 809p 24 23 8i0 830 96? 837 139 856 

Switzerland - 015 odds" - 04 + 32.5 02 "13 06 (1078 1041 171 — 156 246 151 

United States -40.21 Sep 77 -335Q 43 42 _1151 1050 - - 144 088 











Euro-11 + 2.90 Sep = 19.5 бер 02. 01 775 827 143 0.98 1.62 = 
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M INFLATION: Much of. the developing 
world kept prices under firm control be- 
tween 1994 and: 1999, according to figures 
from the rr. Partly thanks to their econ- 
omic crisis, South-East Asian countries had 
some of tlie lowest inflation rates. Inflation 
was highest in Turkey, where supermarkets 
now mark prices on easy-to-update elec- 
tronic displays rather than on printed la- 
bels. Problems also loom in several of East 
Europe's transitional economies. 

















The ime forecasts that consumer-price in- | 


flation will decelerate over the next year in 
every emerging region except Asia. 


























ECONOMY Inthe year to the third quarter, сор growth picked up to 7.3% in Israel and to 7.4% 
in Turkey. Hungary's сюр growth slowed to 4.6% over the same period. In October the 12- 
month growth in industrial output slowed to 11.5% in South Korea and to 0.9% in Thailand. In- 
donesia's annual rate of consumer-price inflation rose to 9.1% in November. 








____% change on year earlier — — Latest 12 months, $bn Foreign reserves*, $bn 
GDP industrial Consumer Trade Current Latest Year ago 
production prices : balance account 
China + 820 +114 оа nii od +28.3 оа 3 










+104 оз -102 00 +104 02 











Singapore —— 
South Korea 
































*11.8 оз 
~ 09 93 














03 + 38 чер + + 3.1 од 
+7Аз + 63 sep + 438 му +237 sp - Bl Sep 
_+37%ер_ + 44 0a - 3201  - l4q 
' * J +16.2 Ot + 10.4 Od > 
Poland + 5.2 Ф + 720a + 9.9 oR -144 Qt — -11.6 Oct 
Russia + 6.7 02 +104 oct + 19.4 оа +558 Sep +314 QI 22.3 оа 7.1 


"Excluding gold, except Singapore, IMF definition. tYear ending June, * *New series 


























6th; the index gained 15.6% over the week. 





Currency units , Interest rates Stockmarkets Is % change on 
per$ perf short-term Dec 6th ___Вес 315: 1999 
Dec 6th year ago Dec 6th % p.a. ET one in local in$ 






































































































| 
139454 * 1 — - 184 - 284. | 
4,893.6 +07 - 53 - 128. 
7180 - O07 - 280 = 380. | 
1726 ^ — 57874 -20  - i88 - 182 
1490 69118 * 10 +276 + 187 | 
| 
679,040 4600 103874 +92 317 -~ 454 | 
395 352 5.43 450.8 +56 - 79 - 3. 
gary 300 249 40 204 74887 +53 - 151 - 280 
19.87 16,7162 4 10 - 76 - 130 
- 25.00 ^ 1613 +01 во - 93 | 





*infiation-adjusted. Tin dollar terms. 


Sources: National statistics offices, central banks and stock exchanges; Thomson Financial Datastream, EIU; Reuters; Warburg Dillon Read, J.P Morgan; 
Hong Kong Monetary Authority; Centre for Monitoring Indian Economy; FIEL; EFG--Hermes; Bank Leumi Le-tsrael; Standard Bank Group; Garanti Bank; 
Deutsche Bank; Russian Economic Trends. 
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| like open spaces. 
| like open discussions. 


| like open doors. 


WEE ng حر‎ aas 


| like open arms. ^^ 
| like open champagne. 


| like an open mind. 


| like an open desk. 
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The Economist eCalendar Companion is the essential tool for personalising 
your electronic calendar or handheld, ensuring you never miss out on 


economic information and leisure dates. 


Simply create your user profile and select the categories of events at the level of detail you require. Choose from over 


5,000 worldwide dates and events, which are automatically copied to your electronic calendar. 


Select from a comprehensive range of events that meet your personal interests and needs. The software also includes an 
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The eCalendar companion searches a full 12 months of forthcoming dates and events when you first purchase, 
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NONE OF OUR BUSINESS? 
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PROFITS & PR 


Human Rights. It's not the usual 
business priority. And for 
multinational companies operating in 
developing countries, it could be 
tempting to dismiss it; to call it a 
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At Shell, we are committed to support fundamental human 
rights and have made this commitment in our published 
Statement of General Business Principles. It begins with our 
own people, respecting their rights as employees wherever 
ney work in the world. We invest in the communities around us 
to create new opportunities and growth. And we've also 
spoken out on the rights of individuals — even if 

the situation has been beyond our control. It's part of our 


commitment to sustainable development, balancing economic 


progress with environmental care and social responsibility. 


In today's business environment, we don't pretend there 


are any easy answers, but we continue to stay involved. 


Because making a living begins with respecting life. 
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Behind every successful visionary 
is a team with 20/20 vision. 


How do you identify the most promising technologies, communicate them to investors and sustain market 
interest throughout the business life cycle? We've been helping clients do just that since before the advent 
of "high tech." Among our tools: award-winning research, unparalleled financing acumen and unequaled depth 
of experience. At Goldman Sachs, clients gain access to a network of financial and intellectual resources 


that consistently deliver results. So put Goldman Sachs on your team. And let the world see you in a new light. сота 
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New Zealand's reforms 


Sig—What is remarkable about 
your analysis of New Zealand's 
economic woes is a resolutely 
blinkered refusal to consider the 
possibility that our post-1984 pol- 
icy revolution might have been 
misconceived ("Can the Kiwi 
economy fly", December 2nd). In- 
stead, you assert that perfor- 
mance would have been even 
worse had New Zealand contin- 
ued for another 15 years with the 
interventionist. excesses of the 
pre-1984 Muldoon regime. This 
may or may not be true but it is a 
straw-man. counterfactual and 
. quite useless in either explaining 
-— what went wrong or in helping us 
` to do better in the future. 
. Yet, looked at with an open 
mind and taken together with 
other small-economy success sto- 
ries (Ireland, Finland), New Zea- 
land's experience really does re- 
veal something that may be 
useful. It is this. Extreme monetar- 
ist liberalisation programmes are 
very effective at destroying re- 
sources. But they do not guaran- 
tee that new investments will 
flood into the gaps, and may well 
. discourage new productive activ- 
` ity. The ragamuffins of protection 
are harried off the pitch. The 
playing field is levelled and laid 
out according to the best neoclas- 
sical precepts. But then nobody 
turns up to play. And why would 
they? There are plenty more hos- 
pitable venues elsewhere. 

It must be recognised that ours 
is essentially a private-sector fail- 
ure. The players really did not 

_ show up, The corporate sector has 
not generated the profits and in- 
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vestments that would have. fu- 
eled economic growth. The 
symptoms of this. аге strewn 
across the economic landscape: a 
rotting share market, almost non- 
existent foreign direct investment, 
huge net outflows of dividends 
and interest payments, and a bal- 
ance of payments deficit that is 
almost as large a share of GNP (at 
7%) as the "crisis" deficits that 
triggered the revolution in 1984. 
New Zealand remains a good 
place to live and, potentially, a 
good place to do business and 
create wealth. But if we are to re- 
alise that potential we need anal- 
ysis that takes seriously the pos- 
sibility of a more activist public- 
private partnership in the 
economy, not tired recommenda- 
tions for yet more of the "re- 
forms"—a loaded word—whose 
cumulative effect has thus far 
been such a disappointment. 
TiM HAZLEDINE 
University 


Auckland of Auckland 


Sig —Although giving a balanced 
account of New Zealand since 
1984, you underestimate the diffi- 
culties in that year and overstate 
the options available. You should 
have noted that in the mid-1980s 
prices for agricultural commod- 
ities on which New Zealand de- 
pended hit their lowest level ever 
(thanks to agricultural subsidies, 
particularly in Europe and Amer- 
ica). You correctly give the budget 
deficit of 8% of GDP in 1984 but 
understate the true position be- 
cause of the large number of con- 
tingent liabilities, | off-budget 
transactions and unrecorded gov- 
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ernment guarantees. Despite 
these handicaps, within three 
years expenditure growth had 
been contained, tax rates had 
been cut significantly and reve- 
nue increased by nearly a third. 
It is easy to criticise the se- 
quencing of reforms after the 
event. At the time, the people in 
the hot-seat have to do what they 
can with the tools available. Had 
the. financial liberalisation of 
1984-85 not taken place, it is prob- 
able that momentum for reforms 
elsewhere would have stalled. 
You show that two intensive peri- 
ods of reform have put New Zea- 
land in a strong position, but it re- 
mains vulnerable because of 
stalled progress and politically 
driven piecemeal erosion of the 
gains already made. 
Wellington DAVID BUTCHER 


Sir--You are right that most of 
New Zealand’s economic reforms 
in the 1980s and 1990s were "over- 
due”. But, in analysing its subse- 
quently disappointing economic 
performance, you fail to draw an 
important lesson. 

As the returns from economic 
reforms tend to be slow and the 
short-term adjustment costs high, 
the government should have 
adopted generous social compen- 
satory and adjustment-assistance 
policies. Instead, it went for 
highly regressive fiscal, labour- 
market and welfare reforms. This 
invited an inevitable political 
backlash. Australia achieved a 
much better mix of efficiency and 
equity in the 1980s and 1990s. Fur- 
ther, it pursued a much less rigid 
monetary policy than New Zea- 
land. This may well explain why 
its economic gains have been 
more sustained. 


Canberra Frep ARGY 


Genericnouns.com 


Str--You say that the value of ge- 
neric nouns.as domain names has 
plummeted over the past year 
("The Internet's all-too-common 
nouns", November 25th) This 
misses what makes a name valu- 
able. You argue that generic 
names are out of fashion as a re- 
sult of generic dotcom failures, 
but this disregards the tendency 
of consumers to transform ge- 
neric terms into brand names. In- 
novative products, shrewd mar- 





keting, and adept customer 
service have created hundreds of 
these brands. Examples include 
Airborne Freight, Electronic Data 
Systems, Staples, and also a host 
of media properties ranging from 
Gourmet to Nature and Science, 
and hobby titles such as Golf, 
Tennis, Ski, and Guns & Ammo. 
Financial ^ magazines-—Fortune, 
Money, and Wealth--a_ cable- 
news network, CNN, and. even 
The Economist (Economist.com) 
seem to be banking on this trend. 
Clearly. generic terms can be- 
come robust brands as people as- 
sociate them with. valuable pro- 
ducts and services, because what 
builds a.brand in the mind of a 
customer is по? а good name but 
rather a good experience. As do- 
main names, generic terms lower 
the astronomical costs of cus- 
tomer acquisition in cyberspace, 
making them valuable assets 
whose worth will grow with in- 
creasing competition and the bur- 
geoning web population, 
New York MICHAEL TIPPETT 





Surveying Spain 


Ѕгк--Үои say in your survey of 
Spain (November 25th) that the 
country has “many faces”, yet 
you mention only the coastal re- 
gions. However, the “centre” has 
more ‘historical links with Spain 
{һап anywhere else. Spain was 
the consequence of the marriage 
between the queen of Castile and 
the king of Aragon. Castilian ‘is 
the official language. because it 
was adopted by the other regions. 
In Spain, as in Latin America, they 
speak Castilian, not Spanish. 
Canterbury, 


Kent ALFONSO DIEZ 


Si&--Spain's government would 
be content for the Basque 
Nationalist Party (PNv) to affirm 
its democratic wish to fight for 
greater autonomy and indepen- 
dence through elections, parlia- 
ment and democratic action. But 
first the env must refuse to have 
anything to do with those who do 
not respect the most basic free- 
doms of Basque and Spanish citi- 
zens; even at the temporary cost 
of refusing to rely on Euskal Her- 
ritarrok (the terrorists’ political al- 
lies) for the survival of the current 
PNY regional government. Let it 
offer the central government un- 
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visitscotland.com 


CHIEF EXECUTIVE 


The Scottish Tourist Board has а long tradition ûf working with the t tourism industry to attract 


visitors from home and overseas to enjoy Scotland's beautiful scenery and vibrant cities, 


historic sites and sporting opportunities. Revenues from tourism at £2.5 billion are of great 


importance to the Scottish economy, but Scotland also faces | increasing 


challeng сех as 


worldwide competition grows, Since the new parliament's inception, the Scottish Executive 


| has brought a fresh impetus 10 positioning tourism at the centre afe economic development An 


nterim Chief Executive has been announced, buta permanent appointment is sought to lead 


a dynamic national tourist. f nrganisation. 


This will be a high profile role which will 
involve the considerable. challenge of 
leading the advance of the Scottish tourism 
industry. The successful candidate will be 
aware of the vital. importance of tourism, 
but, more importantly, feel passionate about 
Scotland. Blue chip marketing experience, 
together with proven successful direction of 
complex consumer propositions, as well asa 
truly international perspective, are required. 
Excellent commercial judgement is needed, 


as is an understanding of "business to 


business", combined with an understanding 


of the public sector environment. 


The appointed candidate will have highly 


developed organisational, management 
and communication skills, as well as being 
very creative and a good strategist. The 
job will require. the. ability to. provide 
inspirational leadership to a dedicated and. 
enthusiastic team together with a track 
record of successfully managing. multiple 


and complex partnerships. 


Requests for further information, and applications, should be made to: 


Claire Lane, Heidrick & Struggles International Inc., 


Consultants in Executive Search, 


100 Piccadilly, London WIV GEN, Fax: 0207 491 5864 Email: lac@h-s.com 


Closing date for applications is: Friday 5 January 2001. 































equivocal support in the prosecu- 


acting off the democratic playing 
field: Otherwise the env should 
unequivocally come out and join 
their "brothers" in armed struggle 
' against the central “oppressor”. 

London. JESUS DE RAMON-LACA 


Sig —The 1998 Pact of Lizarra was 
one between the PNv and some 
other Basque organisations. It was 
not, as you say, also signed. by 
"Catalan апа Galician national- 
` ists". We of the Convergence Party 
; of Catalonia promoted, and in 
: July 1998 signed with the env and 
< the Galician anc, a different doc- 
ii ument, the Declaration of Barce- 
` lona, Though. this does not for- 
sake the right to self-deter- 
“mination, it does not make that 
вие its focus. It is for Spain, al- 
|. beita different Spain. It suggests a 
dialogue with Spanish society to 
v. resolve the articulation of the 
. three above-mentioned national- 
ities with Spain, and with Europe. 
‘Barcelona. Pere Esteve МЕР 


North and south 


Sik--We in Britain can match the 
‘Americans. for improbable no- 
;menclature. If Andrew Ruppen- 
stein (Letters, November 25th) 
‘were to head for the north of 
‘Scotland he would find himself in 
Sutherland. The name reflects the 
5; Viking perspective. In London it is 
а convenient curiosity that the 
underground's Northern line is 
the one that runs farthest south. 

Morden, 
» Surrey 


Triple trouble 





EDWARD LIDDERDALE 


—— | 





Sig —There is much that is mis- 
leading in your article on Thai- 
land, Indonesia and the Philip- 

ines (“South-East Asia’s problem 
trio", December. and). You say 
"that the number of poor in the 
three countries has risen 5096 to 
"85m in the past three years with- 
`. out mentioning that the vast bulk 
- Of this increase is accounted. for 
by indonesia. You continue. by 
saying that the "problem trio" are 
in a political mess. with unac- 
; countable governments but you 
-~ do not make a case for this with 
с respect to Thailand. Also, it is bi- 
2 зате to claim the government of 
ће Philippines is unaccountable 

` when its president is on trial. 
You claim that political short- 
‘comings are largely to blame for 
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боп: (with. due: process) of those. 


‘their poor economic perfor- 
mances- relative to their neigh- 
-bours and that “more democracy 


would help”. But compared with 
their neighbours Singapore, Ma- 
laysia, Brunei, Vietnam, Myanmar 
and Laos, the trio are shining bea- 
cons of democracy. In Singapore’s 
efforts to build bilateral ties with 
other countries, you say the trio 
“sense plots” against them but 
you make no effort to substanti- 
ate this in respect either of Thai- 
land or the Philippines You 
present a chart. purporting. to 
show how unsuccessful the trio 
are in getting foreign direct invest- 
ment compared with China but 
the chart indicates that per head. 
Thailand receives five times the 
sum obtained by China. 

London PHILIP MONBIOT 


Tough Kashmir 


Sig —You state with regard to the 
Kashmir conflict "Whether the 
proposed ceasefire leads any- 
where this time depends on 
whether differences that are rec- 
oncilable in theory can be over- 
come in fact" ("Wary of peace", 
November 25th). 1 do not believe 
that ending this dispute will be 
quite so easy in practice, and it 
may not be resolvable in theory. 

A peace settlement will proba- 
bly have asymmetrical effects on 
one state or another. Neither 
country's national prestige. will 
allow such a setback. The dis- 
puted region holds symbolic im- 
portance relating to their progress 
as developing states. This is not 
just some regional-territorial dis- 
pute. For India and Pakistan, it is a 
measure of how far they have 
come, and how they compare. 
Davidson, 


North Carolina ZEB KELLEY 


Swaziland's OK 


Sin agree that Swaziland's po- 
litical system is in need of reform 
(Kings, cows and democrats”, 
November 25th) Maybe the 
country could learn from the 
establishment of liberal-demo- 
cratic systems in its two neigh- 
bours, South Africa and Mozam- 
bique, in the 1990s. 

However, you are unjustifiably 
harsh and just a bit eurocentric. 
Swaziland is not a "backwater" 
and the country does not try to 
hide from the modern world. De- 
spite its problems, Swaziland is 
governed well in the most impor- 
tant policy areas. For a small de- 





veloping country, it has a surpris- 
ingly... sophisticated, export- 
oriented manufacturing sector. Its 
workforce is well trained. Its in- 
frastructure is of a high standard. 
Corruption is lower than in most 
developing (and many de- 
veloped) countries. In a series of 
interviews I carried out with for- 
eign investors in Swaziland re- 
cently, most respondents ex- 
pressed satisfaction with the 
country, pointing out the con- 
structive attitudes of government 
departments such as the tax and 
regulatory authorities, and con- 
firmed their long-term commit- 
ment to Swaziland. 
JENS REINKE 
Centre for Research 
into Economics 


and Finance 

in Southern Africa 

London School 

London of Economics 
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Beat about the Bush 


$1в--Мапу newspapers mock 
George W. Bush’s lack of intelli- 
gence and eloquence ("Top se- 
cret", December 2nd) and many 
newspapers endorse Mr Bush for 
the presidency "Crunch. time", 
November qth). The Econoinist is 
the first to do both. 

Berkeley, 

California Gautam BOROOAH 


Ѕ1к--Тһе legitimacy of a Bush 
victory depends on two unspeak- 
ably absurd explanations for par- 
tially punched ballots in Florida. 
Either thousands of people acci- 
dentally put a big dimple in the 
presidential column or they 
changed their minds in the one- 
tenth of a second that it would 
take to punch through the paper. 
These explanations are unreason- 
able to the point of dishonesty. 
New Castle, 


Pennsylvania Tom Byers 


Sig —Lexington (November 18th) 
informs us that America's presi- 
dential electors "take their name 
from the princes of the Holy Ro- 
man Empire". The editors of the 
"Oxford English Dictionary" dis- 
agree. The first documented use 
of "elector" in English, in 1467, is 
in the sense of "one who has the 
right to vote in election to any of- 
fice or dignity", and the context of 
that citation is the election of 
guild officers. The first docu- 
mented instance in English of 
"elector" as a translation of the 








"German word Kurfürst (literally, 


"choose-prince") is from-1529, 
some 61 years later. 

We then have knights electors 
(first attestation: 1628). The word. 
was in widespread use, applied to 
plenty of contexts other than the 
workings of the Holy Roman Em- 
pire long before. the American 
constitution was written; And of 
course, by that time, it had been 
centuries since German. electoral 
princes had actually elected any-- 
body, being electors in пате 
alone. Frederick. the Great was 
elector of Brandenburg, but that. 
did: not stop ‘him from waging 
war on the Holy Roman Empire. 


California GARETH PENN 
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Green rice 


Sir—I read of the passing of Chi- 
dambaram Subramaniam with 
great sadness (Obituary, Novem- 
ber 18th). While his role in the in- 
troduction of the hybrid Mexican 
variety of wheat in India is widely 
acknowledged, his less well- 
known contribution to the green 
revolution was his support for the 
introduction of hybrid rice. 

In 1966, my father was manag- 
ing director of the National Seeds 
Corporation and accompanied 
Subramaniam to the Interna- 
tional Rice Research Institute in 
the Philippines. He brought back 
two kilos of a hybrid variety of 
rice, Taichung Native 1, as his per- 
sonal baggage, convinced that it 
possessed ideal characteristics for 
Indian conditions. It was high- 
yielding, hardy and drought resis- 
tant. Despite scepticism. among 
Indian and western. scientists, 
Subramaniam encouraged my fa- 
ther to propagate the variety 
throughout India. In the years 
that followed, rice production in- 
creased several-fold and today 
India is self-sufficient in the crop. 
London С. GOPAL Rao 


The final Straw 


Sig —IHf Jack Straw is not already 
covertly a member of the Scottish 
National Party, they should make 
him опе at once ("Politics by 
other means", December 2nd). No 
one else has come up with such à 
brilliant idea for galvanising Scot- 
tish opinion in favour of full in- 
dependence—abolish our foot- 
ball team. 


JOHN McKiNLAY: 
P ui ынчы ры P dte MM 
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PRICEWATeRHOUSE(GoPERS (f 


EXECUTIVE SEARCH & SELECTION. 


THE ROYAL INSTITUTE OF INTERNATIONAL AFFAIRS 


DIRECTOR 


Lo 


te of “international Affairs is Britain's leading i 


broad-based research institute for the study of 

| affairs, with a pre-eminent reputation: throughout the 

s established 80 years ago, and is familiarly known. as 

am House. Its aims are to promote analysis and understanding 

Î key international: issues and to: conduct and. disseminate research. 

| At. stimulates informed debate through its numerous meetings and 
conference programmes. 


А new Director is now sought to head: up: the Institute. Working 
closely with the Chairman and other members of the Council, the 
Director will recommend strategies and priorities, provide leadership 


and be responsible for administration, delivering a clear path forward 


for the Institute. 


‘To fulfil this demanding task, the person sought should be a strong 
“and charismatic leader with intellectual strength and credibility. 
~~ Senior management experience and accountability ‘are required, and 
this should include successfully managing change. . International 
experience (and/or knowledge) is also important, combined with the 


JN 


commercial acumen to contribute towards the financial viability of 
the Institute. Personal qualities should include the energy, resilience. 
and enthusiasm to make this role a success. 


An attractive and competitive: remuneration. package will be 
negotiated with the successful candidate. 


PricewaterhouseCoopers rave been retained by the КПА to help with: 
this important assignment. For further information, visit our website 
www.pweglobal;com/executive/uk quoting reference number 4004, 
You will be able to download further details on this position, the RHA 
and response instructions. Alternatively, you can call 020 7212 6535. 


424 hours), quoting the same reference number and leaving your’ 


name and address, in order to be sent this information. Closing date. 
for receipt of applications is 18th January 2001. 


PricewaterhouseCoopers, Executive Search & Selection, 
Plumtree Court, London EC4A 4HT, 
james.greengrass@uk.pweglobal.com _ 


DIRECTOR OF ACCESS, COMPETITION, AND LICENSING - 


. €.£80,000 (more may be available for an exceptional candidate) plus benefits London, ЕСТ | 


The Office. of the Rail Regulator (ORR) is an independent public sector родум т а range of statutory powers which are 
used to regulate Railtrack's stewardship of the national rail network, investment in the rail industry, and other key 
aspects of rail service provision particularly concerning those with monopoly and dominant positions, Our aim is to use 
these powers to create a better railway for passengers and freight customers, and to facilitate growth in the industry. 
OFFICE of the | 


| This.is an outstanding opportunity for an exceptional individual: with leadership and vision to take a prominent role at 
= RAIL REGULATOR 


the forefront of public policy. As a member of the ORR Board, reporting directly to the Rail Regulator, you will play a 
pivotal role in achieving ORR's aim through regulating the providers of rail and rail-related services, especially those in 
monopoly or dominant positions. This means that you will be someone of exceptional calibre with the energy and 
fortitude to make a major contribution to the ORR agenda ata particularly critical time: You may have experience of 
developing and implementing new policy in a competition or railway context, but) you will be expected to demonstrate a 
area of expertise that includes: 

* working at, or near, Board level; i 
* strategic leadership in developing and delivering complex and critical policy; 
* constructing effective relationships with stakeholders (internal arid external) to deliver strategic objectives; 
* understanding the ‘big picture’ whilst tackling critical operational i issues; 
* thriving in a challenging organisation with a high profile. : 


The challenges should not be underestimated, but those who want to take forward an agenda that is central to the 
future of the rail industry, in an environment that is highly demanding and complex, will want to know more about the 
job. For an information pack please call 020 7282 2051 (24 hour answerphone), quoting reference 88/2000. This is an 
initial fixed-term contract of up to 5 years, with the possibility of extension or permanent appointment. Applications 
must be received by the 12th January 2001. 


The ORR is committed to a policy of equal opportunities. 

We welcome applications from candidates regardless of gender, 
ethnicity, disability, sexual orientation, religious belief, or any other 
irrelevant factor. 


CAPITA RAS 
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SENIOR MANAGER/MANAGER 
SUSTAINABILITY AND REPUTATION ASSURANCE SERVICES 







LONDON 
PricewatethouseCoopers is the world’s largest professional services 
organisation, Our Reputation Assurance practice consults on issues of 
corporate social responsibility, sustainable development, stakeholder 
engagement and reputation mahagement, We are now looking for 
senior managers and managers fo join our London practice. 





£COMPETITIVE & FLEXIBLE BENEFITS 


A degree in Development, Business, International Affairs өг. 
related fields is preferred. We are looking for experience. in 
multicultural environments, excellent skills in diplomacy, 
negotiating, апа communication. Fluency in English is required, 
and proficiency in other languages desirable. You must be 























able to demonstrate strong leadership and project. management 


Based ih Central London, but with the potential for overseas travel, я 
skills and should also be able to demonstrate а good awareness 


your rofe will be to apply your specific expertise to the development 





of innovative. solutions for existing and new client organisations 0! the concepts of corporate social responsibility and 
including (“business development responsibilities alongside sustainable development. 
consulting, project management and delivery. In return, we can offer you a highly stimulating work 


environment; a breadth of experience and diversity rarely matched; 
a competitive salary and flexible benefits package as well as the 
opportunity to make a real difference. Please send your CV with 
covering letter and references, no later than 11: January 2001, 
to: Helen Rolfe, Recruitment. Manager, PricewaterhouseCoopers, 
Southwark Towers, 32 London Bridge Street, London SET 98Ү, 
Email: helen.rolfe&uk.pwcglobal.com 


As a practitioner and specialist, you will have field experience in 
either developed or developing countries and/or countries in contlict 
in one or. more of the following areas: human rights and 
development; social impact assessment; stakeholder engagement in 
conflict zones and politically unstable environments and social 
reporting and verification. You will also have relevant field 
experience across a range of sectors including non-governmental 
organisations, international institutions, government and corporate. 


PRICEWATERHOUSE(COPERS 


join us. Together we can change the world. 


PilcevwaterhouseCoopers refers to the UK firm of PrícewaterhouseCoopers and to other member firmis of the worldwide PricewaterhouseCoopers organisation. 


www.pwcglobal.com 














Viri iti eiit nn i 








IA ——— nants mad 







The Louis Berger Group, INC. 


Macro and Sectoral Economists, 
MBAs, Financial Analysts 


` Come Join Our Team 





The Louis Berger Group, inc, seeks macro and sectoral economists, 
MBAs, financial analysts and other economic development experts for 
a wide variety of overseas assignments, Our overseas staff of more than 
1,000 support long-term. projects and/or field offices in any given 
year, anchored by offices in Bangkok, Paris and Washington, D.C, Our 
diverse client base includes the World Bank, all the regional 
development banks, USAID and the EU, as well as host-country 
governments and private companies. Candidates must have a post- 
graduate degree and at least 10 years of progressively responsible 
experience in their fields. Particular preference. given to persons with 
extensive international experience, 








.GOPA-Consultants is one of the leading European consulting companies 
К executes a broad range of donor as well as private sector financed 
projects worldwide. For ongoing as well as upcoming projects we are 
seeking professionals with strong track records in 





Representative fields include: 

* Monetary policy, bank supervision and central bank operations 
« Fiscal affairs, tax policy and tax reform, and budgeting 

Trade and investment policy and enabling environment 
Economic policies, laws, regulations and institutions 

Social policy, taxes, benefits and fund management 

Poverty assessment, alleviation and reduction 

Energy, transportation and communication infrastructure 
Development of industrial, agricultural and services enterprises 
Business and financial planning, management and information 
systems 

Commercial banking, bank restructuring апа ге capitalization 
Accounting, financial analysis and investment banking 


* SME support structures 

* Train-the-tráiner programmes 
* Company rehabilitation 

* Public administration reform 


* industrial and Trade Policy 
* European Integration and 
El accession 
* Financial sector development 


* 
„ 


For our subsidiaries we are looking for specialists. Brussels: Information 
and Communication Management; work experience with the EC. 
Madrid: Transport sector development. 


Qualification: ELI national with at least à Masters degree, at least 5 years 
of relevant professional experience, gained in an international context. 
Fluency in English is à prerequisite. | 

: Appointments will De on fixed-term contracts (long and short-term assign- 
ments). interested candidates should send their CV and references to: 


| GOP 60PA-Consuitants 


Hindenburgring 18, 61348 Bad Homburg, Germany 
Fax: (+49-6172) 930 500, eMail: GOPA-ED@gopa.de 
Internet: www.gopa.de 


Please note that only candidates under serious Consideration will be contacted 












Send a detailed resume and salary expectations to: 
staffing&louisberger.com. Or fax us at: 1-202-318-0024 
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EUROPEAN CENTRAL BANK 


P ATTHE EUROPEAN CENTRAL BANK 





CB. has its own terms and conditions of employment, including a competitive salary structure, retiremeni 
x lan, health insurance and relocation benefits. Candidates must be nationals of a Member State of ae 
‘European Union. Eee 


ORGANISATION EXPERT/STRATEGIC PLANNER - 
(Reference: ECB/020/01 /T E) 


The Organisational Planning Division is responsible for developing and maintaining ECB-wide procedures, strategic 
planning and for advising on the effective and efficient use of the organisation's 5. non-financial resources. x 


The holder of this position will be responsible for the following: 


|  * Contributing to the development, implementation and maintenance of a strategic planning process, including the | 
preparation of related documents and reports. 

* Providing assistance in the preparation and maintenance of the main components of the strategic planning process 
such as mission statements, values, vision and strategic objectives. : 
Assisting in the preparatory work for the formulation of medium-term and short-term objectives and preparing. 

. proposals on prioritisation and realisation of operational goals. 2 

Assisting in the définition and promotion of a corporate culture, 








Ж 








* 


Advanced university degrée in economics or business administration, or proven ability to perform the tasks 
commensurate with such a formal academic qualification, Ж. 
Several years of experience as strategic planner in a multinational context, preferably іп a corporate oro- 
central banking environment. | 
Sound knowledge of and practical experience in the application of strategic planning methods and tools. 

Very good command of English with proven drafting ability in English. Working knowledge of at least « one 
other official Community language is required. 

Strong interpersonal skills and the ability to work in a team. 

Very good analytical skills. 

Knowledge of the Microsoft Office PC software package. 


Applications | 
Applications should be submitted in English and include a covering letter, a curriculum vitae and 
a recent photograph, together with references confirming the required. experience and skills. They: 
^; should be addressed, quoting the reference number, to the European Central Bank, Directorate 
Personnel, Postfach 16 03 19, D-60066 Frankfurt am Main and should reach the ECB no later than. 
30 December 2000. Applications will be treated in the strictest confidence and will not be returned. 


* 


ы 


ж 


* 


To meet the deadline, applications may be faxed to +49 69/1344 - 7979. However, this is not a substitute. for A 
the original, which must still be sent in by post. * 


` This vacancy is also published on the internet: www.ecb.int but applications should only be submitted on 
paper by post. 
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Asian Development Bank's overarching goal is to reduce poverty and improve the quality of life of people in the Asian & Pacific region. 


EARLY CHILDHOOD DEVELOPMENT SPECIALIST 

The position will act as the focal point for integrated early childhood development activities and will be accountable for the effective design and efficient 
processing, monitoring, supervision and administration of early childhood development loan and technical assistance projects. The successful candidate 
should be able to identify, formulate and develop early childhood development loan projects integrating consideration of early education, health, and 
nutrition. Broad knowledge and understanding of good practices emphasizing coordinated attention to education, health, and nutrition are essential, 


SOCIAL PROTECTION/SOCIAL SAFETY NET SPECIALIST 

The position will act as the focal point for social protection and social safety net activities and will be accountable for the effective design and efficient 
processing, monitoring, supervision, and administration of loan and technical assistance projects introducing and strengthening social safety nets as key 
elements in the ADB poverty reduction strategy, Exposure to measurement of poverty, institutional and legal reforms required by the poor and knowledge of 
good practices in these sectors are required, 


HOUSING FINANCE SPECIALIST 

The position will perform core functions which include (i) designing and Implementing of housing finance instruments that are affordable to the target beneficiaries 
and sustainable for the financing institution, and appropriate cost recovery mechanisms; and (ili) developing and strengthening of housing finance institutions, 
including partnership arrangements between the public and private sectors and implementing innovative housing finance intruments and mechanisms. Successful 
candidates should have experience in the design, delivery and management of mass housing programs for low income families in developing countries, and 
development and implementation of innovative housing instruments, mechanisms and institutions, preferably in Asia. 


URBAN MANAGEMENTIINSTITUTIONAL DEVELOPMENT SPECIALIST 

The position will act as a focal point for urban management, governance and capacity building activities that support sustainable urban development in 
developing Asia's cities. Candidates should have knowledge of best practices for urban management and urban poverty reduction in developing countries, 
and expertise in analyzing and developing frameworks for intergovernmental relations and private sector participation. Experience in the design, delivery 
and management of capacity building for municipal staff and institutional strengthening programs for cities are required, preferably in Asia. 


EDUCATION SPECIALIST (CAPACITY BUILDING) 

The position will be the focal point for institutional development and capacity building activities and will be accountable for the effective design and efficient 
processing, monitoring, supervision, and administration of education sector loan and technical assistance projects, with an emphasis on basic, non-formal 
and continuing education, strengthening institutions and improving capacities at central and local government and school/institutions levels. 


WATER RESOURCES SPECIALIST 

The position will perform duties specifically related to the planning, management, and utilization of water resources inclusive of environmental considerations 
in the broader context of natural resources management, The position will be responsible for (i) formulating water resources development projects which 
advance the principles of equitable access for all stakeholders (particularly the poor and other disadvantaged groups) to water resources, while also ensuring 
adequate economic retums and ecological sustainability; and (ii) implementing and supervising investment and technical assistance projects for integrated 
water resource management. Candidates should have experience in formulating water resources management strategies for developing countries taking 
account of socio-economic, technical, ecological, and various climatic and other physical factors; and demonstrated innovative approaches to conflict resolution 
in relation to water resources management in Asia. 


RESOURCE/ENVIRONMENTAL ECONOMIST 

The position will perform core functions which include: (i) identification, preparation, appraisal, and review of agriculture and natural resources loan and 
technical assistance projects; (1) conduct of micro- and macro-economic and social analysis of projects and assessment of the impact of projects on the. 
beneficiaries and the sector concerned on the overall social and economic development of the recipient country, and (iii) economic and sector work related 
to natural resources management in the context of ADB's country strategy plans. 





General Requirements 

* Àn advanced degree or an equivalent academic qualification in economics, social sciences, or related fields and at least five years relevant experience 
in project preparation and implementation 

* Multidisciplinary skills and significant exposure to the social sectors and mission leadership capabilities 

* Proven ability to work effectively as a team player in an international, multiprofessional and multicultural environment 

* Strong oral and written communication skills, interpersonal skills, and analytical capabilities 

* Experience in project related work, particularly in the preparation and implementation of loan or grant-funded technical assistance and development projects 

* Exposure to cross-cutting issues such as stakeholder analysis, participatory development, gender and development, indigenous peoples and NGO 
cooperation 

* Exposure to program and project processing and implementation, awareness of poverty-related issues across the social sectors, and knowledge of good 
practices in these sectors 


Established in 1966 and headquartered in Manila, Philippines, ADB's multicultural staff come from over 45 member countries. ADB offers an internationally 
competitive salary paid in US dollars. Salaries and benefits are generally free of tax except for citizens of some countries, primarily the USA and the Philip- 
pines, whose Incomes are taxed by their respective governments. Applicants should be nationals of one of ADB's member countries. For further information, 
please visit www.adb.org and look for Employment under Resources. 


Send CV and cover letter by fax or mail quoting Ref. No. 00-49 by 31 December 2000 to: 


Tel: (63-2) 632-4444 HUMAN RESOURCES DIVISION 
Fax: (63-2) 636-2550 ASIAN DEVELOPMENT BANK 
E-mail: jobs@adb.org P.O. BOX 789, 0980 MANILA, PHILIPPINES 





Women are actively encouraged to apply. Only shortlisted candidates will be notified. 
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RTL Group is Europe's largest free-to-air broadcaster with interests in over 40 television and radio 
stations across 11 European countries, and in production businesses spanning five continents. They 
include audience favourites such as RTL Television, the most popular television station in Germany, 
M6 in France, Channel 5 in the UK and the RTL channels in the Netherlands, Belgium and Luxembourg. 
RTL Group includes a substantial distribution business, currently selling library content to over 100 
countries, and a new media division dedicated to the development and exploitation of on-line activities. 


Your mission: 

In close relation with the executive 
management, you are involved in major 
files related to the ongoing business 

as well as the strategic studies. 

You are namely responsible for: 


* The analysis of specific economical files. 


* The working out of studies related 
to business plans, M&A projects, 

and the design of management 
and presentation tools. 

* Coordinate or centralize the 
day-to-day communication 

with members of the 

management board, 

Directors and 

subsidiary 


Your profile: 

* You are a university graduate (in economics 
or law) completed by an MBA with 2 to 
5 years' experience in business strategy - 
or business analysis gained in a 
consulting company or a major group 
in an international environment. 

* You have a clear analytical and ead 
thinking combined with an energetic, 
practical approach, an open mind and 
intellectual 

* You have excellent interpersonal 
communication and presentation skills. 

* You are fluent in English and are 
able to communicate in German 
and/or French. 


S. *You are ready to relocate 


in Luxembourg. 


^ COm/careet? 


Luxembourg 


RTL Group * Broadcasting across Europe. Producing around the world. 
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Team Leader/SME Consultant - Eastern Europe 


Deloitte Touche Tohmatsu is one of the world's. leading professional services 
firms, delivering world-class assurance and advisory, tax, and.consulting services. 
More than 90,000 people in over 130 countries serve nearly one-fifth of the world's 
| largest companies as well as large national enterprises, public institutions, 
governments, and successful fast-growing companies. 











Deloitte Emerging Markets, the specialized development consulting arm of 
Deloitte Touche Tohmatsu, seeks а Senior Level Small-Medium Enterprise (SME) 
Consultant who is interested in being considered as Team Leader for an upcoming 
project. This project will support the recovery and revitalization of SMEs in Eastern 
"Europe by providing an SME credit facility and supporting the establishment of a 
‚ full-service bank to mobilize deposits and provide other financial services to SMEs. 









Successful candidates will have: 15+ years of related financial services 
experience (ideally in banking), including 5+ years with SMEs; Prior international 
consulting experience, ideally in Central/Eastern Europe with donor funded 
projects; and a graduate degree in Business, Economics, or related area. 






Candidates should also possess a combination of the following: 





* Experience establishing credit facilities and partnering with related local entities 
* Experience with lending, including: loan evaluation, risk management, 

| -problem asset aging, and portfolio grading 

ta Experience providing diverse business advisory services to SMEs, assessing 
business needs, and analyzing market demands 

*.Farilianty with legal and regulatory issues related to SME development and 

general knowledge of SME financing 












Ме invite you to visit our website, http:/Avww.deloitte.com/emergingmarkets for 
тоге information, To Apply: Please email your CV (as a Word or text attachment) 
“to emergmarkets @deloitte.com referencing the email subject as "E ~ TL FS", 


EOE MFN 
e Deloitte 
T 


kpmg 


Challenging opportunities with a progressive team 





Ош chem, ‘The African Virtual University (AVU) is a distance education network established to 
solve the urgent problem of desperately inadequate resources in sub-Saharan Africa (SSA) 
especially in the fields of science and engineering. Established in July 1997 as a World Bank 
project. AVL! has just completed a pilot phase involving two and a half years of providing courses 
io students and professionals in sub-Saharan Africa, This phase has established AVU as the first 
| provider of technology-based distance education services across an entire continent, 



















ГАМА now plans to deliver degree programmes as well as business and continuing education courses 
i0 25 universities and 35 corporate centres, by October 2001. As part of its preparations for 
transition to full scale operations, AVU has recently heen established as an independent non-profit 
organisation with headquarters in Nairobi and supporting offices in Washington DC. AVU is now 
seeking qualified individuals to fill the following three positions: 


Manager - Business Development & Marketing (DM) 


Will have overall responsibility for developing, marketing and growing AVU's distance education 
$ ess in Africa. Specifically, you will be required. to assist existing learning centres towards 
cand. performance, develop and implement standard operating. guidelines for the 
ng leaning centres as well ах develop private and corporate learning. centres throughout 
Айтса and effectively implement АМ distribution model, 

“Academic Officers (AUF & AO-A) 
Academic Officers for English and French language Degree programmes 
AVU has opportunities for two Academic Officers within the continent - Francophone Africa and 
Anglophone Africa. These positions provide an ideal opportunity for academics or experienced 
uni ty stadfffadmitistrators who wish to take a leave of absence from their current institutions. 





































АН positions are located at АУШ HQ in Nairobi, however, an initial extended stay in Washington 
and/or frequent visits are envisaged. The AVU offers a competitive remuneration and benefits 
package. 












Applications with full curriculum vitae including a daytime telephone contact, email address, salary 

1 i у and three references quoting the above job codes should be sent in confidence 

to the address given below by 8 January 2001, 

T. Full details on the position requirements and « list af additional upcoming vacancies can be 
found at wwwkpmyg.ca.ke and www.avu.org. 


kpmg 
It’s time for clarity 
www.kpmg.co.ke 








Executive Selection Division 
KPMG Peat Marwick 

Lonrhó House, Standard Street 
PO Box 40612 

Nairobi 

Kenya 

Fax: (254 2) 215695, 
E-mail: esd@kpmg.co.ke 






















































UNITED NATIONS NATIONS UNIES 


THE UNITED NATIONS DEPARTMENT OF - 
PEACEKEEPING OPERATIONS (DPKO) is seeking a 
senior level Financial Manager to head the Financial 
Management and Support Service (FMSS) of the Field 
Administration and Logistics Division (FALD). 





Duties and responsibilities: 

The incumbent will be responsible for the elaboration of budgets for UN peacekeeping 
operations and for the financial planning, management and control of resources for all 
field operations as well as the management of the Service. The incumbent will represent 
the Department in the presentation and justification of budgets before the legislative 
bodies. Responsibilities also include the development of policies and procedures relating 
to the financial/budgetary management in field operations and the implementation of 
audit recommendations. (At present there are some 15 peacekeeping operations with an 
approximate total budget of US$2 billion). 


Qualifications: 

$ Advanced university degree in finance, business administration and/or recognized 
professional qualification in accountancy (Chartered or Certified Public Account); 

* Detailed knowledge acquired through extensive practical experience in planning, 
budgeting and financial management, preferably at the international level; 

Ф Strong managerial, communications and interpersonal skills; 

* Experience in the presentation and defense of resource requests before 
legislative bodies. 

функ 


Preference will be given to equally qualified women candidates 
Indicative minimum gross annual remuneration: US$133,500 (including cost of 
living adjustment). Please refer to our homepage, www.un.org, for further 
information. Closing date for receipt of applications: 31 December 2000. 
Applications with full curriculum vitae, including salary history, birth date and 
nationality, should be sent to: VA: 00-F-DPK-001350-E-NY/SSR, Office of Human 
Resources Management, Room $-2475, United Nations, New York, NY 10017, USA, 
Fax: 212.963-3134/0220. 

Due to the volume of applications, all internal candidates and only those candidates 
under serious consideration will be acknowledged, 


Debt Relief International - CEMLA 
PROGRAMME COORDINATOR - LATIN AMERICA 


In the context of transferring the HIPC Capacity Building Programme, implemented 
by Debt Relief International (DRI) since 1997 to regional organisations, à 
Programme Co-ordinator is required for à new post at the Latin American Centre for 
Monetary Studies (CEMLA) to build capacity on debt strategy for Heavily-Indebted 
Poor Countries (HIPC) within the Latin America and Caribbean Region, The. 
Programme Co-ordinator will be based in Mexico City, and will report directly to the 
Director General of CEMLA while co-ordinating closely with DRI London Offices. 


Responsibilities: 
Designing and implementing a two-year programme work for the CEMLA Debt 
Programme: 
Liaising with senior officials of governments in the region and international 
organisations; 
Monitoring and reporting on capacity-building needs, debt relief progress and 
capital flows of the regional HIPCs; 
Selecting, training and supervising the work of multiple high level consultants, 
ideally regional experts from within the region. 


The ideal candidate will have an Masters or PhD in Economics and at least 5 years' 


experience in two of the following areas: 

* Debt relief analysis and strategy, including familiarity with implementing the 
HIPC Initiative, preferably from a debtor point of view; 

« Macroeconomic projection techniques in low-income countries; 

* Financing of poverty reduction expenditure, budgeting and planning. 


Essential attributes will include strong skills in project design, reporting, and 


consultant supervision; excellent contacts with the donor community and developing 


country governments; and fully bilingual command of Spanish and English. 


Internationally competitive salary. Appointment to December 2002. Around 12-14 
weeks a year travel within Latin America, to participate in Missions and Training 
Workshops. 


For further details, please apply BY 15 JANUARY 2001 with curriculum vitae to: 
Debt Relief International 
Ath Floor, Lector Court, 151 Farringdon Road, London ECIR ЗАР 
Fax No. + 44 20 7278 8622 
and/or CEMLA 
Durango 54, 06700 Colonia Roma, Mexico D.F., México 
Fax Мо, 525 2077024 
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CEIBS - Shanghai t 
CEIBS, a joint ventun 
business school in Chin: 
international player, i 
programme which a 












the EU ‘and China, is ranked as the number one 
: be among the best in Asia and a significant 
ears. CEIBS currently has a full-time MBA 
; students a year. a part-time Executive MBA which 
admits 300 students a year and an Executive. Development Programme which 
educates about: 4000 pers. a year. Housed on a new campus since October 
1999. the school. offer san intellectually stimulating environment and world class 
facilities. 


































CEIBS is truly at the interface between Eastern and Western business and 
management. We provide a range of open and company specific programmes for 
both foreign and Chinese organisations, with which we hold the leading position in 
Executive Education in China. 













An individual is now being sought to build CRIBS Executive Education platform 
for the future. Candidates should have a minimum of five years experience in and. a 
comprehensive understanding of, executive development. and ‘will be MBA 
graduates. A knowledge of China and Chinese’ language skills would be 
advantageous but not necessary. Employment will be offered оп an initial 4 year 
contract with an option to renew, and will provide ап attractive: remuneration 
package including the usual expatriate benefits, 





















If you are in Executive Education, and аге looking for challenge and excitement in a 
country which is undergoing seismic economic and social change, are excited by the 
possibility of creating. your own future, and аге motivated tó pláy а. leading role in 
‘globalising what is already the leading brand in business education in China, contact us. 


Dr. Albert Bennett, President, CEIBS 
699, Hongfeng Road, Jingiao, Pudong 
Shanghai 201206 PRE > 
Tel: +86 21 2890 5113 / Faxy +86 212890 5102 
E-mail: bbennett @ mail.ceibs.edu 
Web site: ынсаны 



























UNITED STATES AGENCY FOR 
INTERNATIONAL DEVELOPMENT 


is accepting applications for the position of 
SENIOR ENERGY ADVISOR 


The USAID Regional Mission in Kiev, Ukraine, is currently seeking the 
services of a Personal Service Contractor who will lead in the design, implementation 
and coordination of the USAID-funded program to assist the proper restructuring, 
privatization and regulation of the electric power sector and to implement other 
energy-sector projects, This position involves; a range of advisory, monitoring and 
management responsibilities for USAID technical assistance projects. 





wa 





The Energy Advisor is a senior position. He/she will be responsible for managing the 
electric power/energy sector portfolio for Ukraine: and will. provide overall 
intellectual and technical guidance to help design, implement, monitor апа report on 
assistance activities. The Advisor will participate in senior level. discussions int. 
relation to programs, policies, and future directions and will serve as liaison with 
other donors, agencies and private organizations. 


Current USAND-financed activities are designed to promote establishment of à 
competitive, unsubsidized energy market, based on privatized power distribution and 
generating companies, operating under an independent energy regulator 


Qualified candidates will have an advanced university degree in economics, power 
engineering or a related field of study, strong conceptual and technical skills, and a 
minimum of 12 years relevant experience. Candidate should have five years of 
management-level experience im a regulatory body or energy company, with a 
background in power regulation and tariff issues. International development 
experience, preferably in Eastern Europe or Eurasia, is required. Strong interpersonal 
skills, a demonstrated abaility to work in a collegial, team-based environment and 
excellent writien and oral communication skills are also essential, Familiaríty with 
USAID policies and procedures will be considered a major factor. Relevant language 
po. capability is an asset. 





Competitive salary and benefits package provided. Applicants must be U.S. citizens. 


Interested and qualified persons should submit a detailed resume and/or Optional 
Form 612, complew with three references (plus references for any previous USAID 
assignment), by January 15, 2001 to USAID/Kiev, Ukraine, Fax (380-44) 462-5834 
{Аш Denise Herbol, Executive Officer) or via e-mail: dherbol @usaid.gov. 
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.. to current issues in rural and micro-finance. Strong 






INTERNATIONAL FUND FOR 


V AGRICULTURAL DEVELOPMENT (FAD 
Via del Serafico No. 107, 00142 Rome, Italy 
Fax: 39 06 5043463, E-Mail: ee 


seeks 


TECHNICAL ADVISOR (RURAL FINANCE) P-5 


Duties, and Responsibilities: As the institutional focal point fo 
financial services issues, the incumbent will: Т 
* Formulate policies, guidelines and procedures for IFAD's rural 
finance activities. ©: 
* Provide technical support on the design, monitoring and supervisory 
follow-up of rural finance projects and components. 
* Oversee technical reviews of IFAD projects or their compo 
ensure that оарои objectives we achieve 
* Liaise with other institutions regarding rural finance, represent IFAD 
at international financial fora, and identify, design and implemer 
rural finance-related technical assistance grants for training, capaci 
building and institutional innovations. 
Qualifications and Experience: Advanced university degree in at least 
of the following disciplines: economics, business administration or a related 
discipline, preferably with an emphasis on banking, and rural finance. Ter 
to-fifteen years of relevant experience in rural finance with agricultural 
rural development institutions in developing countries or donor agencies, 
preferably with. practical experience in commercial or develops 
banking. Familiarity. with project. development, pl and 
supervision in the context of an international financial i 



































and writing skills are essential. Good command of English essential and 
working knowledge of Spanish, French or Arabic highly desirable, 


Net Salary Range from USD 62 014 to USD 81 813 per annum plus. post 
adjustment and United Nations benefits package. 


Please send application to Personnel Division no later than 11 January 
2001. For more details please visit our web site at www.ifadorg ^. 


Only shortlisted candidates will receive an acknowledgement. | 
Applications fine women candidates are particularly encouraged. 


Micro Enterprise Bank - Kosovo 


one of four microfinance banks in the Balkans owned: 
by internationally renowned shareholders 


is seeking to strengthen its management team in Prishtina; 


Applications are invited for the following positions: 


Head of Accounting Department. _ 


апа 


Head of the IT Department 


Please forward your complete applicat:on documents 
by courier to 


Interr.ationale Micro Investitionen амр: АС ; 
Am Eisernen Schlag 31*D-60431 Frankfurt/Main: Germany 


http://www w.imi-ag.de 


securities we handle for clients. 


We're neutral. Objective. Yours. 
80 you never worry about us 
competing with your trades, or taking 
‚а position against you or giving you 
some nonsense about spreads. No 


reads here. 


Our only goal is to help y you get the 


. fastest trade at the best 
- handle all the follow-up auto 


Perhaps har 8 why thousan of 


гу broker Instinet dées siot come be 
DUC festinet Corporation, all right 


At Instinet, we don't hold a port- 
folio or take a position in апу of the 


its chenis and the best price We do not commit capital, make markets or make profits on 
LANSTENET and the INSTINET margue are registered service marks in the United States and 
her соеп. highs the wada. insnet Cotporatton i« monber NASD/SIPC, and Instiner UK Limited is regulated in the UK. by the SFA. 





















The moment of truth is 
when the best price is yours. 


institutions worldwide use Instinet to 
electronically access some of the 
broadest, deepest — most liquid — 
trading opportunities around the globe. 

With all those institutions at your 
fingertips every day, you. have a 
greater. possibility of finding а buyer 
or seller when you need one. 

The fact is, we pioneered elec- 
tronic brokerage over 30 years ago. 
Since then, we've helped U.S. pension 
funds and mutual funds save billions of 
dollars — three billion last year alone. 














For more. information, call our 


international. freephone | number 
+800 INSTINET (+800 4678 4638) or 
visit www.instinet.com 


Instinet. 


A REUTERS Company : o 


Nothing comes between you 
` and the best price." i 
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The accidental president 


neis has so much power been 
awarded to one man by such a narrow 
margin—and with quite so many Supreme 
Court justices at each other's throats. AI 
Gore’s gracious concession, more than а 
month after the actual election, means that 
George W. Bush will finally be America's next 
president. But Mr Bush steps up to the victor's 
podium a shadow even of the fortunate fig- 
ure who first appeared to have sneaked to 
victory on election night. His presidency be- 
gins on an accidental, even damaged note. 
Can he recover from such a terrible start? 

America was always going to greet the fi- 
nal decision with relief rather than joy. The 
manner in which the final result emerged, though, could 
hardly have been more unfortunate. The final three courts to 
intervene all did so in ways that either defied common sense 
or reeked of partisanship (and sometimes managed both). 
First, Judge Sanders Sauls ruled in Mr Bush's favour, denying 
further recounts, but he did so partly on the ground that Mr 
Gore had not properly demonstrated that recounts could 
change the result (an absurd idea, when there were thousands 
of disputed ballots but Mr Bush's majority was only 537). 
Next, the Democrat-dominated Florida Supreme Court re- 
versed Judge Sauls's decision, allowing the recounts to go 
ahead, but with no clear standards about which ballots to 
count (prompting a furious dissent from its own chief justice). 

Then the Supreme Court weighed in. First, on December 
9th, a mere three days before Florida was due to choose its 
electoral college votes, it temporarily stopped the recounts, 
just when Mr Gore seemed to be catching up. Then, late on 
December 12th, the justices gave their ruling. By a majority of 
seven to two, they sent the case back to the Florida court to 
sort out the question of standards. But by a majority of five to 
four they upheld the December 12th deadline (then only two 
hours away), rather than extending it to December 18th when 
the electoral college actually meets. 

In practical terms, this was the judicial equivalent of ask- 
ing Mr Gore to complete a marathon in five minutes (having 
earlier stopped him a quarter of the way round the course). As 
Justice John Paul Stevens wrote in a blistering dissent, “Al- 
though we may never know with complete certainty the 
identity of the winner of this year’s presidential election, the 
identity of the loser is perfectly clear. It is the nation’s confi- 
dence in the judge as an impartial guardian of the law.” And 
that confidence may be further shaken if independent full 
manual recounts by the press (allowed under Florida’s sun- 
shine laws) decide that Mr Gore did indeed “win”. 

For all these reasons, it will be impossible to disprove the 
argument that the whole thing was a stitch-up. All of the su- 
preme justices who backed Mr Bush were appointed by Re- 
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publicans; the wife of one is helping the presi- 
dent-elect choose his staff; Florida is 
governed by his brother; its election was certi- 
fied by his campaign chairwoman. 

But it is surely better to see the past month 
in terms of accident. As another hearing in the 
long running case of Cock-up v Conspiracy, 
most of the evidence, as usual, suggests the 
former is to blame. To take but one example, if 
a county election official (a Democrat as it 
happens) had not selected those hard-to- 
understand “butterfly” ballot designs, Mr 
Gore might well be president. 

That said, there are clearly things that 
America would be wise to fix. These begin 
with its creaky voting technology and its dubious practice of 
appointing politicians to oversee elections. Then there is the 
law itself. Much of the legal debate in Florida centred on two 
contradictory clauses in the state’s laws and, at the local level, 
there seemed to be wildly different procedural standards. The 
Economist called originally for a full statewide manual re- 
count as the fairest solution (a cause that Mr Gore belatedly 
embraced). But it sadly became increasingly clear that any 
such recount would be a farce, with ballot-counters, many of 
them partisan, trying to guess voters’ intentions. 

Many Americans will protest that such local variation lies 
at the heart of a federal system. Yet it is hard to imagine that 
the Founding Fathers envisioned the presidency being de- 
cided on an arbitrary choice between dimpled, pregnant and 
hanging chads. No voting system is perfect, and an election as 
stunningly close as America’s would have tested democracies 
everywhere. But, after any accident happens, it is common 
sense to try to stop it happening again. 


By the skin of his chad 


The man who must lead the way in cleaning up this mess, 
though, is its chief beneficiary. For many people, Mr Bush has 
always been an insubstantial figure. Now the danger is that 
events could overwhelm him. Common sense suggests not 
just a full and frank inquest into his own election, but also a 
conspicuous attempt to reach out to his opponents—to ap- 
point Democrats to his cabinet and to moderate his own pro- 
posals, particularly his tax cut. 

There are some grounds for hope. Mr Bush worked well 
with Democrats in Texas. Steps to lower prescription-drug 
prices, which both parties desperately want, are being dis- 
cussed. Less heartening are the increasing sounds of fury from 
minority groups about evidence that it was disproportion- 
ately difficult for black people to vote in Florida. At the Re- 
publican convention in Philadelphia, Mr Bush tried to 
present himself as the champion of a more inclusive, multi- 
cultural form of conservatism. He needs to recover that voice 


17 


UOCE УТ ҮЗЕ EID E =n ES 


LEADERS 


quickly: the expected appointment of Colin Powell as secre- 
tary of state may be small comfort. 

The feeling that Mr Bush has arrived in the White House 
by accident may take time to wear off. But beginnings are not 
everything. Bill Clinton won the presidency under far more 


auspicious circumstances; eight years later, he hardly departs 
as a failure, but many already talk of his presidency in terms 
of wasted opportunities. President Bush, at the least, will be- 
gin with expectations low. But, as he showed during the cam- 
paign, such circumstances can rebound to his advantage. 








A treat from Nice 


For all its shortcomings, the agreement in Nice opens the way 
towards a welcome expansion of the European Union 


EER past the verbal sludge and fudge, bad blood and 

bruised egos, and you can now see—thanks to four days of 
argument among the European Union's 15 leaders—an impos- 
ing new shape rising on the global stage. Within a few years, a 
dozen or more countries from Central and Eastern Europe, 
most of them victims of decades of communist oppression, 
will join their western neighbours in a unique enterprise: a 
union of like-minded states, based upon the world's largest 
single market, that offers the promise of immense and 
broadly beneficent political influence. This surely is a cause 
for celebration. Whatever its imperfections, the Nice summit 
(see pages 23-26) was a success. 

The gathering did not just open the way to the applicants. 
It also showed that more complex and gradual changes are 
afoot—most of them also, on the whole, to the good. There is 
less talk of boosting the power of the unelected commission, 
the ЕШ” legislature-cum-executive. The old assumption that 
the continent's two leading powers, France and Germany, are 
always able together to drive Europe ahead, has weakened. 
And there is a new recognition that NATO, to which most 
members of the eu belong, should remain the bedrock of 
western security, even as the Union strives to create its own 
"defence identity". French efforts in Nice to separate NATO 
and ru defence were rebuffed. 

Much nonsense has been talked about the chaos and cav- 
illing in Nice, as though any conclave of 15 countries, all 
highly conscious of their own interests, would settle matters 
of such moment without argument. How, it was asked, will 27 
or 28 countries take decisions when 15 make such heavy 
weather? The answer is: in much the same fashion. But the 
question misses the point. What the wrangling showed most 
vividly was how strongly the notion of the nation-state en- 
dures among countries which, if you believe the Eurosceptics, 
are about to be rolled up into a seamless new superstate. 

Those who would indeed like to create a more integrated, 
even federal, state were disappointed that the new treaty did 
“not go far enough". Romano Prodi, the commission's presi- 
dent, said as much. The number of new topics to be made 
subject to majority voting was, he said, too few to enable an 
enlarged Union to make decisions quickly. Perhaps. But that 
may be a reasonable price to pay to assuage the fears of coun- 
tries that feel passionately about issues on which they would 
be aggrieved if they were outvoted by the majority. 

There were blots, of course. The commission should have 
been limited to 20 members, at the very most; now it may 
swell to as many as 27, before falling back to 20. Some of the 
special deals that countries won may haunt the Union as a 
whole before this decade is out—notably Spain's success in 
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preventing an early switching of funds from the poorer parts 
of today’s Eu to even poorer new members. And the complex 
new method of calculating a winning vote in the Union's 
council hardly brings matters “closer to the people". A “dou- 
ble majority" system, whereby a proposition would be car- 
ried if it had the support of a straight majority of gov- 
ernments’ votes and a straight majority of the countries’ 
populations, would have been simpler and therefore better. 

All the same, the inelegant new system will subtly change 
the balance of power—also to the good. Coalitions of small 
countries will no longer be able to stymie the big ones. The 
small countries have squealed, but they will still, rightly, hold 
a veto in many crucial areas, and that will be a huge asset to 
them: when, after all, were Malta, Estonia or Slovenia ever 
able in the past to say no to their bigger brothers on anything 
at all? No less important, France will have to accept, under the 
new dispensation, that it will less often be able to set the 
agenda for the entire club, while Germany, for its part, has 
rightly gained power in keeping with its population size. No- 
body should be afraid of that. 

Nor should anyone fear the decision to let groups of at 
least eight countries go ahead as “inner cores” and integrate 
more quickly on their own in certain areas—as those that 
have chosen to adopt a single currency are already doing. The 
new applicants are understandably nervous that they may be 
relegated to second-class membership the moment they join. 
But at least the inner cores must, by treaty, remain open to 
new members. And if some do truly relish the prospect of a 
superstate, then this agreement lets them taste it. 


Vulgar, but cheerful 


Nice must not be the last word on the club’s enlargement, nor 
on the rewriting of the Eu's constitution. Before new members 
are admitted, loads of work has yet to be done. Sensitive 
questions about the freedom of East Europeans to come west 
to live and work have yet to be answered. And Europe's 
wasteful farm policy was not on the Nice menu; half-baked 
reforms are due to continue until 2006, yet everybody knows 
that Poland, with a quarter of its people still living to some 
degree off the land, cannot possibly be treated as generously 
as the farmers of France, Germany and Spain. 

In any event, thanks to the necessarily vulgar horse- 
trading and histrionics in Nice, the Union's eastbound expan- 
sion, which many Europeans only a few years ago reckoned 
was a pipedream, looks much more likely. The summit may, 
in the making, have looked a mess. But the outcome, however 
higgledy-piggledy, is welcome indeed. 
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Barak's gamble 


If his tactical ploy backfires, Israel's prime minister needs a peace deal to 


ensure his re-election 

LECTED in the sober glow of well-reasoned hope in May 

1999, Ehud Barak's political survival now seems to hang on 
either a legal technicality or a mercy-dash for peace. The snap 
prime-ministerial election he called last weekend was an art- 
ful dodge designed to exclude Binyamin Netanyahu, the Li- 
kud rival he defeated last year. During his stint as prime min- 
ister, Mr Netanyahu was damned for lack of probity, decency 
and much else besides. As a private citizen, however, he has 
become wonderfully popular, and all opinion polls suggest 
he would beat Mr Barak hands-down. Ariel Sharon, Likud's 
controversial current leader, might not. 

But it looks as if Mr Barak's tactics will not work (see page 
57). Hence the relevance of his other, admittedly long-shot, 
chance: to make the election a referendum on the peace deal 
that most Israeli voters still crave. But getting such a deal, let 
alone getting it in the time available, calls for a nearly impos- 
sible degree of rethinking, by both Palestinians and Israelis. 

The pursuit of peace, which dribbled on after the collapse 
of the Camp David summit in July until it was blown aside 
by the blood and bitterness of the Al Aqsa intifada, is being 
tentatively explored again by American mediators. But even if 
high-level negotiation can be hurriedly restarted, the issues 
that proved insoluble before—the precise splitting of sover- 
eignty in East Jerusalem, the right of Palestinian refugees to 
return, the location of the Jewish settlements in the West Bank 
to be annexed by Israel—have been made ever more intracta- 
ble by 11 weeks of violence. Will Israel, for instance, still be 
ready to accept even a few refugees after the uprising of its 
own Palestinian citizens? Will Palestinians and Jewish settlers, 
after murder on both sides, be able to live cheek by jowl? 
There are no short-cuts to a deal. The bargaining, if or when 
talks get going again, will be as hard as ever. 

Yet it is simple common sense to argue that the Palestin- 
ians should take advantage of a unique opportunity pre- 
sented to them by the tangled knots of Israeli democracy. Mr 
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Barak has an obvious and consuming need for a peace agree- 
ment to sell to his people—though this is by no means to sug- 
gest that political ambition could turn Israel's tough, secretive 
prime minister into а soft touch. He will continue to defend 
what he sees as Israel's interests to the last half-centimetre. 

His readiness to listen, however, and his concept of what 
an eventual peace agreement might look like, differ funda- 
mentally from any vision of Mr Netanyahu’s, let alone of Mr 
Sharon's. By now, Mr Barak and Yasser Arafat have each 
other's red lines imprinted in their minds: they know what 
the next moves need to be, even though they are unwilling to 
make them. But if the Palestinian leader passes up this last- 
post chance, he could be facing an opponent who believes 
that only Israel has red lines, and that the Palestinians have to 
learn, through experience, to accept what is offered. 


No help from the Palestinians 


Mr Arafat may understand this very well. But his people, in- 
cluding their local leaders, see no advantage to themselves in 
helping Mr Barak to remain in his prime-ministerial chair (see 
page 58). Trust in his good intentions shrank during his first 
year-and-a-half in office as he resisted pulling back Israel's 
army under the agreed "interim" arrangements, and encour- 
aged Jewish settlements to expand even faster than they had 
done under Mr Netanyahu. And since the intifada exploded 
on to the scene at the end of September, trust has vanished al- 
together. At least when Mr Netanyahu was doing his worst, 
say the Palestinians, over-simplifying as usual, outsiders 
could distinguish the wrongdoer from the wronged. 
Nobody, many Palestinians conclude, could be doing 
their cause more harm than Israel's current prime minister. 
They are wrong. Mr Barak has been, in many ways, a disap- 
pointing leader. The situation in the occupied territories is 
vile. But both could be worse—and may well be if the Pal- 
estinians assist the Israelis in making a wrong choice. 





The big telecoms bust 


Why innovation is so easy to get so wrong 


HE world's big telephone companies, until recently the 

darlings of the stockmarket, are struggling—with deflated 
share prices, inflated debt and wholesale doubts about their 
vision of the future (see pages 87-89). The change in their for- 
tunes is unnerving, given the large slice of the value of finan- 
cial markets that they now account for. But it also shows, yet 
again, how hard it can be to guess the direction that a new 
technology might go. Not surprisingly, scientists often fail to 
guess how a new invention will be used. But so, more surpris- 
ingly, do businessmen whose very job is to turn the scientifi- 
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cally possible into the commercially viable. They frequently 
pick winners that turn out to be duds. Worse, even with the 
full might of marketing tools, companies often fail to spot 
how much customers really want a technology—and why. 
The early 1990s offered a classic example. Telephone and 
cable companies invested sackfuls of cash in interactive tele- 
vision—proprietary networks that allowed people to shop 
from home, call up movies and buy tickets. It was a flop. 
Meanwhile the Internet blossomed spontaneously. Now, mo- 
bile-telephone companies are investing even greater amounts 
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to put the Internet into users' pockets. But in Europe, consum- 
ers have jumped on a form of communications largely ig- 
nored by marketing men: short text messaging. The British 
now send each other 700m messages a month, for which their 
telephone companies charge around ten pence (16 cents) a go. 


The consumer is the content 


The link between these two experiences is that most commu- 
nications companies have assumed that they will make 
money by selling people “content”: access to entertainment 
and information. But, as Andrew Odlyzko, a senior researcher 
at Ar&r Labs who has written extensively on the subject, 
points out, "it is connectivity and not content that really mat- 
ters to people.” As long as an electronic pipe flows in only one 
direction, as with television, people may be content to be pas- 
sive consumers. But the moment they are offered a way to 
talk back, they want to chatter to each other instead. So elec- 
tronic mail and instant messaging become the Internet's 
“killer applications". The triumph of the mobile phone is sim- 
ple: it allows people to communicate with each other more 
instantly and more easily than they ever could before. 

This simple preference is not new. When, in the 19th cen- 
tury, the telegraph provided the first electrical means of send- 
ing messages, it swiftly became a way for people to commu- 
nicate with other people. When the telephone appeared, 
many saw it as a content play: in Hungary, Telefon Hirmondo 
was still broadcasting music, news and stock-exchange re- 
ports to an audience of 10,000 on the eve of the second world 
war. As for radio, it might have been used for two-way chit- 
chat half a century earlier than it was, had it not been for dis- 


approving regulators and a lack of bandwidth. 

For communications companies, human loquacity should 
be wonderful news. After all, they have always made vastly 
more money from carrying conversations than the revenues 
of the entire "content" industry put together. The purveyors 
of third-generation mobile phones should perhaps worry less 
about capturing electronic shoppers and bankers. They 
should instead ponder the fact that people still typically use 
their mobile phones for shorter conversations than those they 
hold over fixed lines. In Britain, again, the average daily use of 
a mobile telephone in the past five years has remained about 
3 to 3.5 minutes per subscriber. For fixed lines, on the other 
hand, use has risen from 11 to about 18 minutes. About half 
those minutes are for Internet access. But that still means peo- 
ple spend only a third as much time chatting on their mobiles 
as on their fixed lines. 

To understand the future, it can help to think about the 
past. The 19th-century operators of the first transatlantic tele- 
graph cable made their money by cutting prices until all their 
capacity was used. Each time prices fell, more people sought 
to communicate. It may sound mundane to use third- 
generation mobile telephones to offer people cheaper chatter. 
But many of the things people want to do while they talk— 
look at information on a screen, play each other a favourite 
tune, gaze into each other's eyes—could help to fill the extra 
capacity of the new technology in revenue-raising ways. The 
fancy features on the new phones that people are most likely 
to want are those that enhance the experience of communi- 
cating with each other. To flourish, in short, telephone com- 
panies need to turn their customers into their content. 





A peace process for Kashmir? 


India and Pakistan have both made concessions, but still must make more 


HE month of Ramadan is half over, and with it India's 
temporary ceasefire in Kashmir and Pakistan's counter- 
offer of “maximum restraint" along the "line of control", the 
de facto border there. Though the possibility of an extension 
has been mooted, the worry is that, without a move towards 
the conference table by the time the Eid moon is sighted on 
December 27th, the remarkable progress made on Kashmir in 
the past few months will start to unravel. Fortunately, both 
sides are still preoccupied with exploring concessions. But if 
these are not soon taken up, the moment may pass. 
Already, in bewilderingly short order, several sacred cows 
have been butchered. India has accepted the principle of talk- 
ing to militant Kashmiri groups it considers terrorists, and 
given ground on the formerly inviolable (and, to the militants, 
unacceptable) principle that all sides should, as a condition of 
dialogue, pledge loyalty to India's constitution in advance. 
And the unilateral ceasefire was itself without precedent. 
General Pervez Musharraf, Pakistan's military ruler, is 
now considering an even greater concession. The idea being 
floated is that Pakistan will drop, albeit temporarily, its insis- 
tence on being included in any peace talks between India and 
the Kashmiris. India views such "tripartite" discussion as 
anathema, though it seems ready to talk to both sides sepa- 
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rately. The giant leap the general may now be ready to make is 
to go along with this on the understanding that at some unde- 
fined point in the future Pakistan will join in. Honour might 
be satisfied on all sides if Pakistan were to do so at the invita- 
tion of the Kashmiris, once a permanent ceasefire had been 
negotiated between India and Kashmir's political and mili- 
tary groups. Vagueness is all: if both India and Pakistan do not 
bolt the details down too rigidly, a glimmer of hope would 
appear for the start of a Kashmiri “peace process"—not the 
same thing as peace, but a step away from war. 


Good nationalists, both 


Too many false dawns have broken over the Vale of Kashmir 
for optimism to be unconfined, but one happy coincidence is 
that the leaders of both India and Pakistan now have the 
means and the motive to move a little further towards such a 
peace process. The means come from their political positions 
at home. General Musharraf, as the army chief of staff who 
organised Pakistan's incursion into Indian Kashmir last year, 
has an unimpeachable record in most militants' eyes. More 
than any civilian politician, he now has the ability to take on 
the wilder-eyed among those militants, many of whom are 
not Kashmiris at all, and tilt his support towards the moder- 


THE ECONOMIST DECEMBER 16TH 2000 


ates. He has already quietly promoted at least seven like- 
minded generals over the heads of others with closer ties to 
the most intransigent terrorist groups. 

Atal Behari Vajpayee, India's prime minister, also has the 
means to explore concessions. He leads a coalition that is 
proving more robust than most recent Indian governments 
and, as a lifelong member of the Hindu-nationalist Bharatiya 
Janata Party, his credentials look pretty solid too. His inflam- 
matory remarks last week over the disputed religious site at 
Ayodhya (see page 30) may well have been a sop to militant 
Hindus to prepare them for movement on Kashmir. Mr Vaj- 
payee has cunningly neutralised his own firebrands, winning 
their approval for his Kashmir diplomacy. 

As for the motives, these are driven by foreign policy. 
After Bill Clinton's visit in March, which marked the begin- 
ning of an end to decades of antagonism between the world's 
most powerful country and its largest democracy, India looks 





Discomfited Japan 


Saying sorry to the “comfort women" would be good for Japan, as well as 
for those it mistreated so terribly in its 20th-century wars 


HE two tribunals may be a world apart, but the differ- 

ences help tell a shameful story. In Tokyo this week, the 
Women's International War Crimes Tribunal found Japan's 
late emperor, Hirohito, “guilty” of crimes against humanity 
for the behaviour of his troops in the 1930s and 1940s, includ- 
ing the enslavement of some 200,000 Korean, Philippine, Chi- 
nese, Indonesian, Malaysian, Burmese and other women in а 
system of brothels run by the Japanese army. Unlike the un- 
backed war-crimes tribunal at The Hague, where perpetrators 
of similar crimes during the fighting in Bosnia are being pros- 
ecuted under international law, the Tokyo "trial" has no legal 
force. Held close to the Yasukuni shrine where Japan honours 
its not-always-so-honourable war dead, it aimed to shame 
the government into an apology and an offer of proper com- 
pensation to the surviving “comfort women". 

The government still refuses, arguing that all such wartime 
issues were settled long ago under international and bilateral 
treaties. It has refused payments to individual prisoners of 
war and slave labourers on similar grounds, although one 
Japanese company recently broke ranks and established a 
compensation fund. And anyway, argued a judge in Tokyo's 
High Court earlier this month, tossing out the latest of a 
dozen failed lawsuits brought by women seeking compensa- 
tion for their sexual suffering, the period for payouts has ex- 
pired. Legally, this may be right, though it is disputed. But 
there is surely no statute of limitations on saying sorry for 
such egregious wrongs done within living memory. 

Exasperated officials point out that Japan has said sorry 
all round, repeatedly. In 1995, 50 years after the end of the sec- 
ond world war, the prime minister, Tomiichi Murayama, 
went furthest, admitting that Japan had been guilty of “colo- 
nial rule and aggression” and had pursued a “mistaken nat- 
ional policy”. But parliament passed only a watered-down 
resolution, leaving Mr Murayama to speak for himself, not the 
nation. Two years ago a successor, Keizo Obuchi, offered his 
country’s “deep remorse and heartfelt apology” to South Ko- 
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ever more securely committed to opening itself up to the 
world, modernising its economy and taking up the place as a 
great power to which it aspires. It can do none of those things 
while pursuing a grisly war in Kashmir, and none without 
America's support, which will depend on progress there. Pak- 
istan looks rather the opposite: an isolated dictatorship with 
not much of a future at all unless it can rebuild its once-close 
relations with the West. But by making a historic shift over 
Kashmir, the general could buff up his image quite a bit. To 
encourage him in these thoughts, America last week got the 
IMF to extend a much-needed loan to Pakistan. 

No one should expect rapid solutions from peace talks 
over Kashmir, which, under a formula still being discussed, 
could start before year's end. But the mere ex:stence of a peace 
process can be an end in itself, at least for a while. Carefully 
managed, this one might bring a cessation of violence, if not 
lasting harmony, for months, or even years. 








rea for colonial rule. But the controversy even such general 
apologies arouse among right-wingers in Japan, and the re- 
luctance to confront its past openly and honestly, as Ger- 
many has done, make Japan’s victims doubt its sincerity. 
Take the case of the “comfort women"—victims of serial 
rape, in any languege but Japanese. Until 1993, the gov- 
ernment denied the existence of its wartime brothels. It then 
tried to fob off survivors with quiet payments through a priv- 
ate foundation. These were refused; compensation would be 
acceptable, the women said, only with an official apology. A 
statement of contrition is all the more deserved since politi- 
cians can still be found who vow, contrary to evidence pain- 
fully given at the Tokyo hearings, that the women and girls— 
some only ten years old—locked up and abused in the army's 
brothels were prostitutes who volunteered their services. 


When apologising is honourable 
Japan is not the only country with atrocious stains on its past. 
Women and children have never been safe in war zones. 
Plenty of other countries have agonised too little or too late 
over shameful acts; some never do so. France only recently 
admitted that the Vichy regime helped round up Jews for the 
gas chambers; Britain took a century and a half to regret its 
failures in the Irish potato famine. And Japan was not only 
aggressor but also victim in the war: the allied bombing of 
Japanese cities killec hundreds of thousands of civilians. The 
events Japan is now being asked to apologise for took place 
more than half a century ago. Isn't it time то move on? 
Indeed it is. But facing up to the past is the way to avoid 
having to live in it. Democratic Japan has ambitions to play a 
bigger role in Asia, one this newspaper strongly supports. It 
covets a permanent seat on the uN Security Council. Japan 
would achieve both more easily, and stand immeasurably 
taller in Asia, if it said sorry, directly and unambiguously, to 
the women whose lives its army so deliberately shattered. 
— ت‎ = а 
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As a result, the question of how a major- 
ity is constituted assumes crucial impor- 
rance. The main forum for making ки law is 
the Council of Ministers, which brings to- 
gether ministers from national. gov 
ments. Under the old system, small cou 

had more votes in the council; in proportion 







ло their populations, than larger ones; 


privilege, though still preserved, has 


` been somewhat watered down (see table), 
` All the big countries voting weights hav 


creased at the expense of small countries 
This change proved so hard for the small 
countries to swallow that it brought th 


` the brink of walking out. The revolt wa; 
by Belgium and Portugal, usually regarded as 


model Europeans. Antonio Guterres, tl 
Portuguese prime minister, is said to ha 


- complained at one point of “an institutional 





So that's all agreed, then 


NICE 


The European Union's summit in Nice gave a foretaste of the power struggles 
to come, as the EU prepares to admit 12 new members 


HEN the 15 leaders of the European 

Union staggered out of their confer- 
ence room in Nice in the early hours of De- 
cember 1th, they were keen to proclaim vic- 
tory. President Jacques Chirac of France, the 
summit's host, boasted that Nice would go 
down in history asa great success. The Union 
now talks optimistically of admitting the 
first new members, mostof whom would be 
from Eastern Europe, by 2004. 

Mr Chirac’s euphoria was understand- 
able, for transcripts of parts of the leaders’ 
discussions, obtained by The Economist, 
show how close the meeting came to break- 
ing down (see next page). At one point Ger- 
hard Schróder, Germany's chancellor, com- 
plained that the endless haggling over 
countries’ voting power within the Euro- 
pean Union "makes me sick". In an earlier 
session on the night of December 10th, Mr 
Chirac had considered giving up. Complain- 
ingthat "every solution presents horrendous 
problems", he suggested that "perhaps we 
can delay a decision for a month or two, апа 

“come back with greater calm." 

in the event, the 15 leaders returned to the 
conference room at two in the morning, on 
the fifth day of negotiations, and hammered 
out a-deal. But the details of the agreement 
were complex and technical, leaving room 


for debate about what the practical implica- 
tions of the Treaty of Nice will actually be. 
Four broad conclusions seem justified. 
First, the agreement will see a shift in power 
within the eu towards the big countries 
Germany, France, Britain, Italy, Spain and 
Poland,if and when it joins). Second, within 
this “directorate” of big countries, Germany 
"has gained power, becoming "first among 
equals”. Third, although political integration 
within Europe has once again advanced, 















toveto Eu decisions in 29 new areas, the pace 
ofintegration has slowed; at least for the mo- 


far from a done deal. 


Weighty matters 


The really bitter arguments in Nice were not 
about the principle of enlargement, but 


in a newly expanded European Union. An 
EU with more members will necessarily 
mean that each individual country will have 


the gu's decisions are now made by majority 


tional vetoes. Even before Nice, more than 
80% of ev decisions were made this way. 
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tually reached is almost as hard to unde 










с withmember countries giving up their rights total population of the enlarged ки. 


about the struggle for power and influence 


less sway. This matters because so many of 


voting, which cannot be thwarted by. па- 


coup d'état”. Thelasthold-outs were the Bel- 
gians, who resented getting fewer votes than 
their Dutch neighbours. 
In the end, the small countries clawed 
back some power. But they felt strongly that 
they had been badly treated. In Greece, Ta 
Nea, a pro-government socialist newspa: 
complained that the big countries: 
everything they could to create a directorate, 
which will control all decisions, leaving the 
little countries at the margins." 

Sad to say, the agreement that was even- 























stand ү it was to achieve. Foe a major- 
ity will require clearing several hurdles. In 
the enlarged gu, with different countries 

having different numbers of votes, 74.6% Of 
those votes will be needed to form a “qua 
fied majority". This means that a coalition of | 
three big countries plus one small one willbe 

enough to block a qualified majority. An- | 
other form of blocking minority is one that 
requires a check that any decision has the 
pene of countries representing 62% of the | 

















It is safe to say that few of the "citizens of n 


. Europe" will understand this system, mean- 
"ment.Lastly, although the Treaty of Nice will . 
makeenlargementofthe ev alittle easier, itis 


most determined to resist а 
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Chirac (France) presents proposal. 
Verhofstadt (Belgium): No. Too high 
threshold [to achieve a majority] Discrimi- 
nation against gets worse with every draft. 
Easier for three bigs to block. 
Simitis (Greece) Are you really giving 22 
MEPS to Belgium and 20 to us? 
Guterres (Portugal; An improvement. 
We have two less mers than B. Want a 
lower threshold. If acceptable to all, 1 ac- 
cept. 
Lipponen (Finland): Fair proposal on 
vote reweighting. But Lithuania does not 
have a fair deal. Belgium, there has to be a 
difference on.the basis of population. We 
гате different from Sweden in population, 
and so treated differently... Threshold v 
high, butifeveryone can accept socan |. 
Schróder (Germany): When I hear these 
kind of complaints it makes me sick. This 
has nothing to do with the organisation of 
Europe. have enormous doubts about the 
74%. Let's settle and go home. 
"Schüssel (Austria): Don't like 74%. But if 
~ others agree can, 
"Blair: (Britain): | can agree; The threshold 
is high because of the way the original has 
|. been scaled down. Strongly support com- 
mission. president by ому... ІЁ elections 
Љу ому of each commissioner, I have 








лпа that at least one of the aims of the Nice 


` summit—to bring Europe “closer to the peo- 


ple" by making European decision-making 
clearer--has not heen achieved: 

There is one word to explain why such a 
complex system has been settled on: France. 
Among the 15 countries round the table in 
Nice, France was easily the 


= much easier system, pushed by 
the European Commission, 
known as the "simple double 
majority". Under this system, 
any ки decision would need to 
have the support of a majority 
"Of states (each state having one 
vote) and a second majority of 
-countries making up over 50% 
of the tu’s population. 

France rejected. this. idea 
because it would have weak- 
ened its traditionally leading | 
role in. the. £u. France would ^ 
have become just one vote. 
around the table in. the first 
round of voting, and would; - 
have had to accept a clear ad=: 
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At two in the mornin 


The talks in Nice carried on into a final session that began at 1.40am on 
December 1ith. The Economist has obtained a rough transcript of part of 
the negotiations, in which the European leaders haggle, with the help of 
simultaneous translators, over their countries" relative voting weights 


problem. 
Chirac: It is the list that is done by ому, 
not the individuals. 


Juncker (Luxembourg): Recognise that 


you have taken up our idea on ому for 
commission president. Couldn't we lower 
the threshold? But if all can accept, then I 
can... 

Chirac: Fine to look at this, 

Kok (Netherlands) Six biggest doing well. 
One more vote from Netherlands to Aus- 
tria would help reduce the discrimination. 
Prodi. (commission president): Agree 
with Juncker on threshold. 

Ahern (Ireland) ТИ buy it if you do. 
Amato (Italy): There's a bit more ому, 
which is good for us. Turning the member- 
statesafety-net round is not great, but Lun- 
derstand. I note that some candidates are 
badly served. Romania gets the same as 
Netherlands, Malta less than Luxembourg 
and Lithuania less than Ireland. Fine for us 
around the table. 

Chirac: A nuance; legitimate that old 
member states, who have contributed so 
much, have more votes than those who are 
new and will bring problems. 

Simitis: We have 300,000 more people 
than Belgium and two fewer MEPS. 
Chirac: Belgium has a huge problem. We 








have to recognise that: Portugal has shown | 
solidarity. Exception that confirms the rule, | 
Simitis: But you put me in same state as | 
Belgium. Goes against all logic. | 
Rasmussen (Denmark) Can buy it if all | 
can. Bigs have made key contribution... | 
But lam sorry for one country—Lithuania, | 
which has the same population as Ireland. | 
Total votes goes from 337 to 342; why not2 | 
more for Lithuania? But can accept if all | 
can. | 
Aznar (Spain): Less reweighting. Member | 
states’ safety-net reversed. Threshold isa | 
significant progress. 
Verhofstadt: My point isn't the number | 
of meps, but the votes. Not using same | 
principles for all. | 
Chirac: Ате you vetoing? | 
Verhofstadt:Can't accept. 
Persson. (Sweden) We can accept pro- | 
posal. Same position as Finland and Den- | 
mark on Lithuania. | 
Chirac: Commission and 14 can accept | 
treaty. If no gap in your mers, will you buy | 
it? | 
Simitis: Yes. | 
Chirac: So just Belgium. 
Rasmussen: What about Lithuania? | 
Chirac: Newcomers. will get less than | 
those there already. We've done all we can. | 
For MEPS, Greece 22, Belgium 22, Czech 20, | 
Hungary 20, Portugal 22. 
| 
| 


Editor's note: The agreement ultimately 
arrived at, two hours later, did give Greece 
and Portugal two fewer Euro-MPsthan Bel- 
gium. But Lithuania got parity with Ire- 
land in the Council of Ministers. 





vantage for Germany in the second round, 
based on Germany’s larger population. 
Recognising such sensitivities, Germany 
did not push for the "simple double major- 
ity", or for a reweighting that would have 
given it more votes than any other country. 
Even so, the Nice treaty represents a power 





shift towards Germany. That blocking mi- 
norities will be based on population gives 
Germany a clear edge, allowing it to block 
legislation by joining with any other two 
countries. And Germany also gains propor- 
tionately more seats in the European Parlia- 
ment, which shares the power 
to make European laws. More 
significantly, after the Eu's ex- 
pansion, the Germans will be at 
the geographical hub of the 
Union, rather than at its eastern 
edge. 

This shift in the centre of 
gravity of the ev has caused 
some barely disguised ill-feel- 
ing between France and Ger- 
many. When it became clear 
that France was intent on pre- 
venting. Germany being given 
| more votes in the Council of 
| Ministers, the Frankfurter All- 
| gemeine Zeitung asked bitterly: 
` “Have so years of hand-shak- 
W ing over the graves of Verdun 
“not been able to banish the old 
suspicions after all?” And when 
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itbecame clear that Germany's larger popu- 
` lation would ultimately give itagreater voice 
in European affairs, Le Figaro had a front- 
page headline proclaiming that France had 
“given way to Germany”. The French find it 
hard to accept that, although: they have nu- 
clear weapons and a seat on 
Council, Germany's p 
omic weight will gi 
the European Un 
Although Germa 
have tried to | 















everyone that the 
Franco-German ship is as strong as 
ever, new and serious tensions seem to have 
emerged at Nice, not least on the personal 








level. Mr Schröder was said to be furious at 
Mr Chirac's attempts to re-open an earlier 


agreement on the eu budget in order to get 
higher e for вѕе-а#ескей farm- 
ers. He was also angered by his suggestion 
thatsome of the candidatecountries;suchas 
Poland and Lithuania, should get. fewer 
votes than existing members with roughly 
thesame populations (Spain and Ireland). 

For the past few years, both France and 
Germany have been admitting that their 
relationship, although still "necessary" for 
the "building of Europe”, is no longer "suffi- 
cient", Asked whether it is even necessary 
any longer, given the new voting set-up, Mi- 
chael Steiner, Mr Schróder's diplomatic ad- 
viser, insisted passionately that it was. 

But France, particularly under its present 
squabbling two-headed leadership, must 

` begin to feel that it is in danger of being left 
outin thecold. Germany will go on trying to 
appear modest and friendly towards France, 
but it is fully aware that, with enlargement, 
the Franco-German chemistry will. alter, 
along with the change in Germany's role and 
status in Europe. In this wider picture, the 
number of votes that Germany has in the 
Council of Ministers is really neither here 
nor there. And Germany knows that. 

Germany will also have an opportunity 
to push its vision of the future of Europe as 
the sponsor of a new intergovernmental 
conference (1Gc). It was agreed in Nice that 
this would conclude with a new treaty in 
2004. Despite the fact that many leaders left 
Nice vowing never again to put themselves 
through such a chaotic and gruelling process, 
they are now committed to yet another set of 
treaty negotiations. 

The Germans have made it clear that 
they want this new round to concentrate on 
clarifying the constitutional architecture of 
the Union. Both integrationists and Euro- 
sceptics, for diametrically different reasons, 
are keen on this idea. Those who wish the EU 
to evolve into something much closer to a 
“United States of Europe” take heart from 
the fact that Joschka Fischer, Germany's for- 
eign minister, advanced a strikingly federal- 
ist vision of Europe in a speech earlier this 
year. But the Eurosceptics hope that Ger- 
many may incline their way. They note that 
Germany's federal government is under 
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pressure from its 16 regional governments— 
the Lander—to resist encroachment from 
Brussels on regional rights. And so they hope 
thata new icc may curb the advance of cen- 
tralisation. 


Mini-majorities 

Whether the integrationist or decentralising 
view of the £u prevails over the next three 
years. will be a critical question. It seems 
clear; however, that the Germans felt that 
Nice was not integrationist enough. They 
have decried the relatively limited progress 
made on increasing the number of subjects 


. decided by majority voting, Before the Nice 
_ Summit, some то treaty articles—represent- 
“Ing about 20% of eu decisions—were still 


subject to national vetos. Twenty-nine of 
these articles will now be subject to majority 


voting, but the most far-reaching were kept 


off the table. 

In. the transcripts of the meetings ob- 
tained by The Economist, Romano Prodi, the 
commission president, complained that on 
majority voting there was “more quantity 
than quality”. After the meeting, Mr Prodi 
admitted to “a certain dismay” that more 




















eters: Сорпо ofthe the European Union: 


dies to poorer countries, until 2007. Thisisan 


outline of the next eu budget is set in 2006 


poorer countries of Eastern Europe. 


more majority voting in some important ai 


_on issues relating to culture and educatioi 
© Some immigration and asylum issues are 


, majority voting may give encouragement! 
. smaller groups of countries that want 
push ahead with greater integration. Th 

. idea—"enhanced co-operation" in gu jat- 


` more countries will be able to pursue close 
integration incertain policy areas. Itis clear! 


` members of the euro, the single Europea 


tax policies. 


` pendence” from мато had ever been one of 
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had not been achieved. 

The British, traditionally the bad bos of 
European summits, achieved their mai 
goals of preventing a move to majority vot 
ing on taxation and social-security issue 
and of preventinga new charter of European 
rights from having legal force (see Bagehot). 
The Spanish succeeded in preserving na- 
tional vetoes over the provision of ku subsi- 


important concession to Spain, since the 
and will shape it for six years. As a result 
Spain will try tohangon to its subsidies, even 
when an expanded ки has let in the much 

There was; however, a genuine move to 
eas. The EU's position in trade negotiati 


on services will now be decided by majority 
vote, although France has preserved its veto 





longer subject to national. vetoes. And: 
head of the European Commission will a 
now be appointed by majority vote. 

The relatively limited advance towards 


gon—wasalsodealt with in the Nice negotia- 
tions. From now on, any group of eight | 
possible, for example, that the 11 prese 


y, may now choose to proceed with 
closer co-ordination of their financial and 





Getting defensive 


The British, however, insisted that defence 
should not become an area in which "en- 
hanced- co-operation” applied. This. re- 
flected the increased sensitivity of that topic 
after remarks. made earlier this month by 
William Cohen, the American. defence 
secretary, suggesting that the United States 
was uneasy about closer European co-oper~ 
ation on defence. When the discussion 
turned to defence in Nice, some ambitiou 
French proposals for endowing the Unio 
with a broad measure of autonomy : 
NATO were watered down under strong Brit 
ish pressure. 

Beating a tactical retreat, Mr Chirac a 
knowledged that Nato would still Бе th 
foundation of Western Europe's collec 
defence efforts; and he denied that “ind 


France's objectives for Europe; But ín a care- 
fully chosen phrase, he still insisted that the 
Union would acquire е. military 
means—in terms of both equipment. апа. 
command posts—"to defend its interests". 
and handle crises. Taken literally, this could: 
mean that the Union will aspire to act mili- 
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Га, 
Raining on 


| 
i 
i 
| 
| 66 ALL our partners", declared Lionel 
Jospin, “congratulated France on 
| the quality of its presidency.” Ah yes, 
| prime minister, but what they say to your 
|. faceisnotwhatthey say behind your back. 
| Whatever the statistics designed to show 
| France's devotion to the European "pro- 
| ject" (some 35 formal meetings in Brussels 
| or Luxembourg of EU ministers during its 
| six-month role as the Union's president, 
another 25 "informal" ones, 60-odd meet- 
ings with the European Parliament, etc, 
etc), the record is thin and the criticism se- 
vere, As one Belgian official put it at the 
| Nicesummit: "Do they take us for idiots?" 
| Notexactly, but France has clearly con- 
| centrated throughout its presidency on the 
| concerns of the big countries rather than 
the small and, in particular, on its own na- 
tional position. How else could it explain 
the obsession with maintaining voting 
parity with Germany or the blunt 
charge by President Jacques Chirac, at 
ап “informal” summit in Biarritz in 
October, that unless the smaller 
- countries were willing to compro- 
mise, the Nice meeting would fail 
` and the eu’s enlargement would not 
happen? By contrast, France has 
gone its own way, refusing, for exam- 
«ple, to compromise over its illegal ban 
on the import of British beef, and being 
slow to liberalise its energy market. 
Partly, of course, it is a matter of per- 
sonal style. France’s minister for European 
p affairs, Pierre Moscovici, is a touch too 








Chirac's parade 


clever for his own good, hence accusations 
of arrogance from all sides (he describes 
one such attack, in the German press, as 
"sornewhat anti-Semitic”). The same goes, 
some would say, for Hubert Védrine, 
France's equally clever foreign minister. 

As for Mr Chirac, when his natural 
charm fails to work, he tries bullying in- 
stead. At the Nice summit there was no 
place for Romano Prodi, president of the 
European Commission, in the “confes- 
sionals” that Messrs Chirac and Jospin 
held with each head of government; yet 
there was one for Pierre de Boissieu, deputy 
secretary-general of the Council of Minis- 
ters and France's former ambassador to the 
EU, Virtually every delegation at Nice criti- 










tarily in emergencies which do not involve 
any threattoitsmembers territorial integrity 
(that would still be NarO's business), but 
which may nonetheless be quite serious. 
Atleast until recently, this sort of termin- 
< ology-—crisis management, the promotion of 
stability and western interests and values— 
-was being used by Naro strategists. to de- 
„scribe the role which the alliance itself might 
take on in future, now that old-fashioned 
challenges to its members’ physical survival 
seem so few and far between. Since the Ko- 
воуо war, American enthusiasm for using 
NATO as an "out-of-area" policeman has 


< waned, in part because of the sheer incom- 


petence demonstrated by Eüropean forces 
‘during the fighting. In the medium term, the 
Union may improbably step into that role; 
but it remains without the military muscle, 
theskillsorthe cloutfor the job. 

At МАТО headquarters, the messages 
sent from Nice—once the more: strident 
French-inspired language had been toned 
down--were hailed as a helpful starting- 
{point for talks on how the gu and the alli- 


ey 


cised Mr Chirac’s managerial style, with 
the exception of the British. But this was 
doubtless because Britain won moreorless 
what it wanted at the summit, 

There is an explanation, however, that : 
goes beyond style. Though they were sup- 
posed to be representing France with a sin- 
gle voice, the fact is that Mr Chirac, a Gaull- 
ist conservative, and Mr Jospin, a Socialist, ' | 
are locked in an uneasy “cohabitation”, as | 
the French call it, until their expected con- 

| 
| 
| 
| 
| 
} 
| 
i 
| 


frontation in the presidential election of 
2002. The result is that neither man could 
afford to cede ground over France's inter- 
ests lest the other take advantage of a "sell- 
out” atthe polls. 

The problem, however, was more Mr 
Chirac's than Mr Jospin's. One reason was 
thatthe president was the man in charge at 
Nice, but the second reason was that 
whereas Mr Jospin was untouched by the 
rumour mill, mounting scandals over the 
financing of France's political parties 
seemed to draw closer to Mr Chirac almost 

by the day, prompting even some on the 
right tocall foran explanation of his role 

as mayor of Paris from 1977 t0 1995. 

Allof which helpsexplain Mr Jos- 
pin’s good humour in Nice. When Mr 
Chirac said. he dreamed of a day 
when Europe's children. would all 
learn three languages, Mr Jospin 
(who already speaks good English): 

neatly broke into fluent Italian. When 

a journalist mentioned Montesquieu, 

the prime minister answered with a brief 
tutorial on democratic accountability, and 
then disarmingly added: “But I don’t think 
1 understood the question.” Smiles all 
round, but was Mr Chirac’s a little forced? 








ance would work together. The terms of a 
deal between Nato and the Union seem 
clear in outline, with NATO doing the plan- 
ning and lending its European friends mili- 
tary equipment that is not needed else- 
where. But many details still need to be 
worked out. 

NATO supporters can also take comfort 
from the fact that the alliance’s new mem- 
bers—Poland, Hungary and the Czech Re- 
public—staunchly support the transatlantic 
link; history has made them sceptical of 
Western Europe’s willingness to defend 
them without material help and moral pres- 
sure from the United States. The ev will be 
markedly less likely to undermine мато if 
and when the new мато members also join 
theUnion. 

That in turn raises the fundamental 
question about Nice: has it achieved its 
stated aim of making ки enlargement more 
likely? The fact that so much energy was 
spent haggling over the voting weights of 
countries such as Lithuania and Poland cer- 
tainly made the prospect of Eastern Euro- 


pean countries joining the eu seem much 
more concrete. The outcome of the Nice 
meeting was greeted approvingly by politi- 
cians and commentators in Eastern Europe. 

But premature rejoicing would be a mis- 
take. The Nice summit did not even touch 
the thorny issue of how the ev is to reform its 
agricultural policies toletin the poorer coun- 
tries to the east. The Union provides a range 
of subsidies to farmers, but if these were to 
be extended to much poorer and more 
agrarian countries, such.as Poland, ки farm 
policies would become unsustainably ex- 
pensive. Another issue that will have to be 
decided soon is how (or whether) to control 
the movement of labour from the poorer 
new members in the east to the richer old 
onesin the west. 

If the angst generated at Nice by rela- 
tively arcane issues isa guide, the final nego- 
tiations may be nightmarish. But those is- 
sues will have to be faced—or the gu will for 
ever remainaclubof rich countries, closed to 
the unfortunate victims ofcommunism. 

Д ЕСИНЕН к 
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Bush at last 
T И; 





Five weeks after America's 
election, Al Gore gave up his 
struggle to claim the presi- 
dency and conceded to 
George W. Bush. Mr Gore's 
decision came after the United 
States Supreme Court had 
ruled that the recount of votes 
ordered by the Florida Su- 
preme Court should cease. The 
court split with furious and 
public bitterness along parti- 
san lines. But Mr Gore and Mr 
Bush vowed to try to heal the 
country's divisions. 


Argentina's Congress at last 
approved a budget, opening 
the way for the imF to com- 
plete details of a proposed 
loan. 





In Chile, the Appeals Court 
quashed an arrest order issued 
last month by an investigating 
judge against General Aug- 
usto Pinochet on charges of 
murder and kidnap. 


Nicolau dos Santos, a former 
judge who had become Bra- 
zil's most-wanted fugitive, 
surrendered to police after 
spending some eight months 
in hiding. He is accused of 
embezzling 169m reais ($86m) 
from a court-house construc- 
tion project. 


The ruling United National 
Congress won à narrow vic- 
tory in a general election in 
Trinidad & Tobago, taking 
19 seats against 16 for the op- 
position People's National 
Movement. The opposition 
challenged the result. 
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Nice enough 


At a four-day summit in Nice, 
leaders of the 15 countries in 
the European Union agreed 
to change their voting meth- 
ods and to increase the range 
of issues that can be decided 
by a majority of votes, so 
helping to pave the way to- 
wards making the eu bigger. 
Some Central European coun- 
tries may join within four 
years. 


lon Iliescu, an ex-communist 
ex-president, again became 
president of Romania, easily 
beating Vadim Tudor, a far- 
right nationalist, in a run-off 
election. 


Denmark’s defence minister, 
Hans Haekkerup, was ap- 
pointed the им” man in Ko- 
sovo. He will take over from 

Bernard Kouchner, a French- 
man, next month. 


Vladimir Gusinsky, a Rus- 
sian media magnate whose 
television channel is critical of 
Russia's president, Vladimir 
Putin, was arrested in Spain. A 
Russian court wants him ex- 
tradited to face fraud charges. 


Mr Putin pardoned an Ameri- 
can businessman, Edmond 
Pope, recently controversially 
convicted of spying and sen- 
tenced to 20 years in prison. 


Mr Putin became Russia's first 
post-communist president to 
visit Cuba. 





Bill Clinton went to North- 
ern Ireland and urged all 
parties there to help secure 
peace. 








POLITICS THIS WEEK 


Spain's two biggest parties, the 


| ruling People's Party and the 


opposition Socialists, agreed to 
co-operate against Basque 
terrorism. 


Barak bows out 





Ehud Barak resigned as 
Israel's prime minister, 
prompting an election next 
February. But his hopes that 
this would prevent his most 
formidable adversary, Binya- 
min Netanyahu, from running 
against him have been foiled 
by the Knesset. 


An American-led commission 
of inquiry into Israeli-Pal- 
estinian violence travelled 
to the region to start its mis- 
sion. In a bid to restart peace 
talks, Dennis Ross, Bill Clin- 
ton's main Middle Eastern 
mediator, returned to the re- 
gion, meeting Yasser Arafat in 
Morocco. 


Iraq resumed selling its oil, 
after a 12-day suspension. It 
was trying, but failed, to get 
oil companies to pay for some 
of the oil directly rather than 
through the uw. 


Sudan embarked on a ten- 
day election for president and 
parliament. The main opposi- 
tion groups boycotted the pro- 
ceedings, and there is no vot- 
ing in the south where the 
civil war continues. 


Ethiopia and Eritrea signed 
a peace deal in Algiers. for- 
mally ending a two-year war, 
which began over a border 
dispute and cost tens of thou- 
sands of lives. 
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The Paris Club of international 
creditors announced that it 
would reschedule nearly two- 
thirds of Nigeria's foreign 
debt of around $30 billion. 


Since none of the candidates 
won an outright victory in 
Ghana 's presidential election, 
a run-off vote will be held on 
December 28th. The main op- 
position candidate, John Ku- 
fuor, is in the lead. 


Zimbabwe's ruling ZANU-PF 
party held a special congress. 
Some more moderate mem- 
bers were hoping to direct the 
debate towards discussing an 
eventual successor to Robert 
Mugabe. 


A court in Kenya ordered, for 
the first time, that a father 
should not force his daughters 
to undergo female genital 
mutilation. 


In the picture 


Japan's deeply unpopular 
prime minister, Yoshiro 
Mori, was in more trouble 
when a magazine published a 
photograph of him with a 
man said to have ties to or- 
ganised crime. 


Nawaz Sharif, Pakistan's 
former prime minister, jailed 
after a military coup in 1999, 
was freed and went into exile 
in Saudi Arabia. 


At least 163 people drowned 
when two boats carrying ille- 
gal immigrants from Indo- 
nesia to Australia sank in 
stormy seas. About 1,000 peo- 
ple have arrived illegally in 
Australia by boat since July. 


A mock trial organised by 
women’s groups in Toyko 
found the late Emperor Hiro- 
hito guilty of forcing Asian 
women into sexual slavery. 


More than 2.6m of Viet- 
nam’s children under five 
were said by a United Nations 
report to be malnourished. 


а 
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Motors running 


General Motors sought to 
tackle its overcapacity by an- 
nouncing a worldwide restruc- 
turing that would reduce out- 
put by 400,000 units and cut 
10,000 jobs. It will close a car 
factory in Britain and also 
phase out its Oldsmobile 
brand, a marque that has 
been in production since 1897. 

















| 
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Virgin Atlantic ordered six 
A3XX "super-jumbos" and 
took an option on a further 
half-dozen; Virgin's partner, 
Singapore Airlines, has already 
ordered ten (and has options 
on 15). Airbus Industrie now 
has more than. 50 firm orders 
for the 555-seat aircraft, mak- 
ing its launch a near certainty. 


B&Q, a British pry retailer 
with ambitions to become the 
first global home-improve- 
ments business, said that it 
would open over 50 stores in 
China over the next five years. 
It is the third-largest such 
business there. Lacquer and 
bamboo could be big sellers. 





Britain's Shire Pharma- 
ceuticals agreed to take over 
BioChem Pharma, a Cana- 
dian rival, for shares worth 
around $4 billion. Investors 
quailed at the high price and 
Shires shares, which have 
doubled in the past year, 
slipped back 1595. 


Britain's Allied. Domecq 
pulled out of the auction for 
the drinks business of Sea- 
gram, à Canadian company 
merging with Vivendi, a: 
“| French conglomerate. Two... 

| joint bidders remain—Pernod 











| 


| 
| 
| 





Ricard and Diageo, and 
Bacardi in alliance with 
Brown-Forman and Vin & 
Sprit. Allied consoled itself 
with some bubbly; it bought 
two champagne houses, G.H. 
Mumm and Perrier-Jouet, for 
€575m ($503m). 


Glaxo Wellcome and 
SmithKline Beecham said 


that their merger to form the 


world's largest drug company 
would be completed on De- 
cember 27th, after agreement 
was reached with America's 
Federal Trade Commission, 
The merger has been delayed 
twice by antitrust scrutiny. 


Spectrum analysis 


An auction began for one of 
America’s scarcer resources: 
wireless spectrum. Amer- 
ica's mobile-phone industry 
lags behind Europe and Asia; 
third-generation auctions are 
not expected for two years but 
demand will probably be high 
as America tries to catch up 
with other wireless countries, 


Vodafone, the world’s largest 
mobile-phone operator, 
bought a 15% stake in Japan 
Telecom for around £17 bil- 
lion ($2.5 billion). This gives it 
a further 8% of J-Phone, а 
mobile firm 54% owned by Ja- 
pan Telecom, on top of the 
26% it already owns. British 
Telecom апа Атат own part 
of Japan Telecom, and вт 
owns 20% of j-Phone. It is un- 
clear if an unravelling of these 
holdings will provide a wor- 
thy competitor to NTT Do- 
CoMo, Japan's mobile giant. 


The merger of AOL and 
Time- Warner to form a 
new media giant appeared on 
track for final approval, after 
both offered last-minute con- 
cessions to ease the concerns 
of American regulators. 


Britain's government unveiled 
plans to introduce a “вирег- 
watchdog" to regulate 











| Internet, and ensure a "level 
| playing-field”, This may side- 


| strictions on the size of inde- 
| pendent broadcasters. 


line the self-regulatory role of 
the Bsc’s board of governors. 
The proposals also remove re- 








* Soure son inane Datastream 
IBM is to spend $1 billion to 
develop Linux, a free operat- 
ing system, for its computer 
systems. 1вм'ѕ support for the 
non-proprietary technology 
boosted the share price of two 
Linux companies, Red Hat 
and VA Linux. 





Index linking 


MSCI, an American stock- 
market-index outfit, followed 


Dow Jones and Britain's FTSE | 


by recalculating its indices. 
The market capitalisation of 
companies is to be adjusted to 
allow for the availability of 
shares in the market. Asa re- 
sult, investors are likely to sell 
firms with a low "free float"— 
partially privatised state firms 
or those with extensive cross- 
shareholdings—and buy those 
with a high one. 


Deutsche Bórse revived 
plans for an initial public of- 
fering that it put on hold be- 
fore its aborted merger with 
the London: Stock Ex- 
change. The German ex- 
change could raise up to €1 
billion ($875m) in early 2001. 
Deutsche Bórse also asked the 
LSE for €10m compensation 
for breaking off the merger. 
Meanwhile, America's Nas- 
daq stock exchange urged the 
London exchange to make its 
mind.up about a possible alli- 
ance within à month; other- 











28 











wise Nasdaq may pursue 
other European bourses: 


i 
Merrill Lynch, an American | 
investment bank, is said to be | 
planning to raise $1 billion and 
improve margins by selling 
less profitable businesses. First 
to go may be its mortgage 
arm. In the bid for growth, 
Merrill Lynch Investment 
Managers, one of the world's 
largest fund managers, was 
said to be looking to acquire 
an investment firm specialis- 
ing in fast-growing shares to 
attract lucrative business from 
pension funds and the rich. 





Lloyds TSB, Britain's third- 
largest bank, increased its in- 
formal offer for Abbey Na- 
tional to £185 billion ($26.7 
billion) in cash and shares. 
Abbey, Britain’s fifth-largest 
bank, rejected the offer, as the 
deal involved too many shares 
which it did not believe 
would appreciate. 


Slightly ahead 


























| Gp in the euro area in- 

| creased in the third quarter by 
| 2.8% at an annual rate, over- 

| taking America for the first 

| time in two years. Over the 

| past 12 months euro-area 

| growth was 3.496, compared 
with 5.3% in America. 





| Japan’s Tankan index, a 
quarterly survey of business 
confidence, was unchanged in 
| December over the previous 

| quarter and appeared likely to 
| fall in March 2001, after im- 
proving for seven quarters. 
America's economic slow- 

t. down is largely to blame. 


| 
| 
| 
| 
| 
i 
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Pakistan's ransom 


LAHORE 


Nawaz Sharif has been exiled to Saudi Arabia 


FUN-FILLED life in Saudi Arabia awaits 

Nawaz Sharif, now that Pakistan's mili- 
tary ruler, General Pervez Musharraf, has 
bowed to international pressure not to lock 
up for life the man he ousted. In the early 
hours of December 10th, Mr Sharif was taken 
from his dungeon in a16th-century fortand, 
along with 17 members of his family and 22 
containers of belongings, including several 
stuffed lions, put on an aircraft to exile in 
Saudi Arabia. 

The general has thus been seen to. be 
more merciful than an earlier coup leader, 
Zia ul Наа, who in 1979 hanged Zulfikar Ali 
Bhutto, the prime minister he had deposed, 
But it may be that he is not somuch merciful 
as calculating, Not only does Mr Sharif have 
powerful friends in Bill Clinton and the 
Saudi royal family, but it suits General 
Musharraf to get Mr Sharif and his family out 
of the way. Mr Sharif's wife, Kulsoom, has 
been leading opposition to the regime from 
inside Pakistan, and adding to the tension 
there over Kashmir, where General Mushar- 
raf is trying to make concessions. From 
Jeddah, however, neither Mr Sharif nor his 
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wife can cause much trouble. 

MrSharif was theelected prime minister 
of Pakistan until October 12th 1999, when he 
tried to sack General Musharraf, the power- 
ful army chief, and was booted out instead. 
The general suspended parliament, prom- 
ised to prosecute corrupt politicians and bu- 
reaucrats (except soldiers) and leaned оп the 


courts to send Mr Sharif to prison. The deal - 


thatset Mr Sharif free, albeit in exile in a for- 
eign land, was brokered by the Saudi crown 
prince, Abdullah, assisted by the foreign 
minister of Qatar, Sheikh Hamad Jasim. Ac- 
cording to a Pakistani army spokesman, Mr 
Sharif has paid for his freedom by agreeing 
to hand over 80% of the family's known as- 
sets in Pakistan and promising not to come 
back for at least ten years. The “ransom”, if 
youcan call it that, includes $5m in cash, five 
factories, several houses and 24 hectares (60 
acres) of land. 

The deal took months of negotiation. 
Soon after he seized power, General Mush- 
artaf went to Saudi Arabia, Islam’s holiest 
land, to pay obeisance to King Fahd, only to 
be stunned by an intercession by Prince 





rif, which may have been in his mind att 
time, and held out the possibility of exile 


might withdraw their support for Pakistan 


“rif entered politics, he had assiduously culti- 


sulting them. As prime minister during the 


fend the holy land. In 1998, despite opposi 


‘rif won plaudits for accepting Mr Clinton's - 
-advice to pull out his troops without any 


рите minister and to approve. a constitu- - 

















































Abdullah to ask for clemency for Mr Sharif. 
The general promised not to execute Mr Sha- 


the Saudis could guarantee that he would i 
nounce politics. The Saudis were reluctant 
take this responsibility, and Mr Sharif said 
he would never do a deal with an "illegiti: 
mate usurper”. General Musharraf became 
more enthusiastic to do a deal after the Sau- 
dis gave the impression that, otherwise, they 


ailing economy, 
Why did the Saudis go out of their: way to 
stand by Mr Sharif? Since 1981, when Mr Sha 


vated the Saudis and the rulingsheikhs of the 
United Arab Emirates, and had never tak 
any major political decision without con 


Gulf war in 1991, Mr Sharif speeded the де. 
ployment of 50,000 Pakistani troops to de 


tion from its western allies, Mr Sharif tes! 
Pakistan's nuclear weapons after receiving. 
nod from King Fahd of Saudi Arabia, whi 
was said to be so jubilant at the birth of the 
"Islamic bomb’ that he promptly granted oi 
and. money tò Pakistan on the softest o 
terms. When Mr Sharif arrived in Saudi Ага. 
bia, Prince Abdullah embraced him and le 
him in to an audience with the king. 

The Americans, too, had a soft spot for - 
Mr Sharif. After General Musharraf blun: 
dered into a conflict with India in the dis 
puted state of Kashmir in May 1999, Mr Sha 


quid proquo from India. | 
Mr Sharif's departure makes life easier | 
for General Musharraf. The Muslim League, 
shorn of its leader, can now be expected to 
co-operate with the armed forces as it has 
done in the past. If it wishes, the army can 
therefore quickly restore the suspended par- 
liament апа. persuade it to elect а pliant 


tional role for the army in power-sharing. A 
talked-of “national security council”, supe: 
rior to the cabinet, might include the three. 
service chiefs and be headed by a president 
possibly General Musharraf himself. tt) 
would have the power to sack prime minis 
ters and parliaments. 

As a result, though, the armed forces’ 
stock is at rock bottom. Those who had: 
hoped they would clean up Pakistan and 
usher in decent democracy feel betrayed. 
Protests across the land are loud and clear. 
Imran Khan's denunciation of the "dirty 
deal with a crook" sums up the view of op- 
position politicians. But there may be other : 
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"dirty deals" to come. The government says 
the same plea-bargain offer is available to 
Benazir Bhutto,a former prime minister con- 
victed of corruption when Mr Sharif was in 
power, and now spending most of her time 
in Dubai; and to her husband, Asif Zardari, 
whoisin jail, also for corruption. 

Mr Zardari says he will not make any 
such deal because he has not stolen any- 
thing. Miss Bhutto says she might be pre- 
pared to consider staying away from politics 
“if that led to the democratisation of politics 
in the country” and was “in the national in- 
terest”. Which would doubtless not upset 
the general too much. 

_ 8 





Afghanistan 


The Taliban 
dilemma 


HERAT AND PESHAWAR 


NE casualty of the American and Rus- 

sian plan to get tougher with the Tali- 

ban by pushing for a long new list of United 

Nations sanctions is likely to be the UN's own 

humanitarian efforts in Afghanistan. Aid 

workers were fleeing Kabul in droves this 

week, fearing reprisals if the proposals go 
through the Security Council. 

The timing could hardly be worse. The 





India’s holy war 


DELHI 


SPRIME minister, Atal Behari Vajpayee 
holds the 23 parties of the ruling co- 
alition together by holding some of them 
down. In particular, he holds down the 
ideologues in his own Bharatiya Janata 
Party (вур), whose Hindu-nationalist ap- 
peals send shivers down the spines of In- 
dia's secularists. So when Mr Vajpayee 
himself starts talking like an ideologue, 
people become nervous. 

It happened on December 6th, the 
eighth anniversary of the destruction by 
Hindu zealots of the Babri Mosque in 
Ayodhya, in Uttar Pradesh, which set off 
clashes between Hindus and Muslims in 
which over 2,000 people died. Mr Vaj- 
payee, normally a critic of such excesses, 
said that the buildingofa Hindu temple on 
the site—supposedly the birthplace of the 
god Ram—“was the expression of 
nationalist feelings” and “has not been 
completed”. His secular allies were furious. 
The opposition, already stalling par- 
liamentary business in protest at an 
Ayodhya scheme, extended the paralysis. 

Parliament may now return tonormal- 


ity after a deal between government and 
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World Food Programme, which recently 
launched a campaign for an extra $53m to 
feed ım people believed to be close to starva- 
tion this winter, says the levels of food assis- 
tance per person required for Afghanistan 
are the highest in the world. Some 200,000 
people are at present displaced within the 
country, many of them driven out of their 
homes during the past 22 years of civil war. 
The worst drought in a generation has forced 
many more off the land, as crops have failed 
for the third year in succession, leaving no 
fodder for livestock. Neighbouring Pakistan 
estimates that, between early September 
and November 10th, when it closed its bor- 
ders with Afghanistan, some 46,000 Afghans 
had fled to its territory. 

The United States hopes that further 
sanctions will persuade the Taliban, the Is- 
lamic zealots who now control some 95% of 
Afghanistan, to hand over Osama bin 
Laden, believed to be linked with the bomb- 
ing of the American embassies in Kenya and 
Tanzania in August 1998 as well as the attack 
on an American warship, the uss Cole, in 
Aden in October. The Russians are keen to 
place whatever pressure they can on the Ta- 
liban, fearing Islamic militancy spreading 
through Central Asia, spilling over their bor- 
ders and further contributing to their pro- 
blems in Chechnya. 

Last week the Security Council circu- 
lated an “informal” proposal which dis- 
cussed a new list of sanctions, including an 





opposition to debate the issue. But the 
uproar will deepen the suspicions of those 
who see Mr Vajpayee as an amiable front 
for advancing the вур'ѕ intolerant agenda. 
Vajpayee-experts propose other mo- 





The temple-builders are impatient 





* 

| bU. 
arms embargoon the Taliban, though not on 
their rivals, as well as restrictions on travel 
for Taliban officials and the closure of all 
their overseas offices. The Taliban argue that 
anarms embargo directed at them, but not at 
theopposition, under Ahmad Shah Masoud, 
which still holds areas including the Panjshir 
valley in the north-east of the country, will 
only prolong the war. A tenuous effort at 
peace-broking, initiated last month by the 
UN special envoy to Afghanistan, Francesh 
Vendrell, is likely to be an early casualty of 
any further sanctions. 

The Taliban's ambassador to Pakistan, 
Mulla Abdul Salam Zaeef, argues that "in- 
stead of helping the drought-hit Afghans, 
Washington-sponsored sanctions on Af- 
ghanistan under the pretext of Osama bin 
Laden amount to a human-rights violation." 
To a degree, he has a point. Last year the UN 





tives. Almost everything his government 
does offends the Rashtriya Swayamsevak 
Sangh (Rss), the grassroots Hindu organisa- 
tion to which the вур is linked. To win last 
year's election and govern afterwards, the 
вур agreed to shelve “contentious issues” 
such as building a temple in Ayodhya. But 
it has called a ceasefire in its war against Is- 
lamic separatists in Kashmir during the 
Muslims’ holy month of Ramadan, which 
may lead to talks with them and Pakistan. 
Mr Vajpayee's remarks may help buy sil- 
ence from hardliners in the вур and the rss. 

The rumpus poses no immediate 
threat to the central government. The в}Р'$ 
partners calmed down after the coalition 
reaffirmed its secular intentions. But, ar- 
gues Yogendra Yadav, a political scientist at 
the Centre for the Study of Developing So- 
cieties in Delhi, three factors could weaken 
thecoalitionin the longer term:a вур defeat 
in elections due soon in Uttar Pradesh; 
growing discontent among farmers; and 
the rising strength of local parties within 
the coalition that are increasingly able to 
do without support from the вур. 

Though it may now ebb, the Ayodhya 
issue is sure to return. In January another of 
the вур” sister organisations is set to an- 
nounce a date for building a temple where 
the Babri mosque once stood. 
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imposed sanctions on Afghanistan that 
stopped thenational carrier Ariana from fly- 
ing in and out of the country and blocked 
some of its international financial arrange- 
ments. These measures must have impeded 
the import of medical supplies, though it is 
noteasy to know how much misery is prop- 
erly attributable to them and how much to 
the drought and the war, never mind the Ta- 
liban's own skill at obstructing the work of 
{һе им and other agencies in the country. To 
the Taliban, the un appears to have a contra- 
dictory role, in applying sanctions while 
simultaneously delivering humanitarian as- 
sistance. To outsiders, the Taliban also have a 
contradictory role: castigating the outside 
world while accepting its help. 

In any event, the Taliban's main concern 
continues to be the war in the north. When, 
in September, they took the city of Taloquan 
from the Masoud forces, many ans 
hoped it would signal the end of the war and 
the start of proper administration by the re- 
gime, which has so far been more concerned 
with imposing its own version of sharia (Is- 
lamic) law—banning music, pictures, sport, 
and women from working—than providing 
basic services for its people. 

Aid is certainly needed in Afghanistan. 
Herat, once a thriving centre of Islamic cul- 
ture, is already struggling to cope with its 
share of the 165,000 refugees who have re- 
turned from Iran since the launch last April 
of a refugee programme by the un. These 
people are distinguishable from other Af- 
ghans by their clean-shaven faces. For other 
Afghans, the Taliban Ministry for the Pre- 
vention of Vice and the Promotion of Virtue 
strictly enforces a rule making the shaving of 
beards an imprisonable offence. 

Of mixed ethnic origin, Turkmen, Uzbek 
and Pashtun, these families make a colourful 
spectacle in the camps round the city. Yet 
conditions are harsh, with poor sanitation, 
limited access to drinkable water and few 
employment opportunities. Some women 
are so malnourished that they have no milk 
to suckle their babies. Aid workers in Herat 
are struggling to provide shelter, sanitation 
and food before winter sets in and northerly 
winds whip though from Central Asia. The 
building of 2,000 shelters was interrupted 
three weeks ago when heavy rains tumed 
some 3m bricks to mud. 

Despite this, the Taliban seldom seem 
grateful to aid agencies for managing Af- 
ghanistan's humanitarian crisis while they 
continue their war in the north. The growth 
of an "entitlement culture", expressed in re- 
lentless demands by the authorities for vehi- 
cles, wheat and sinecured positions, has not 
helped, and the un and other agencies have 
often had to bow to these demands just to be 
able to continue to operate in the country. If 
more sanctions are applied, the outcome 
may be a further withdrawal of aid agencies 
just when the Afghans need them most. 
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Laos 


Gooseflesh 


VIENTIANE 


HE government of Laos put on a Stalinist 

rally on December 2nd to celebrate 25 
years of communist rule. Soldiers goose- 
stepped round the capital, Vientiane, and 
students were paid to wave hammer-and- 
sickle flags while elderly party leaders 
watched the spectacle from a balcony. But all 
the goose-stepping in the world cannot hide 
Laos's deepening problems. 

Since March Vientiane has suffered a 
succession of unexplained bomb attacks. 
With unfortunate timing for the govern- 
ment, a small bomb exploded in the capital 
on December 10th, as ministers from the 
European Union and ASEAN, the Associa- 
tion of South-East Asian Nations, were arriv- 
ing for a joint meeting. The meeting itself did 
not produce much: its highlight was a con- 
cession by Myanmar, ASEAN’s rogue state, to 
allow a mission to visit Aung San Suu Kyi, its 
harassed opposition leader. As the ministers 
left, the uppermost thought in their minds 
must have been that Laos is a poor and pos- 
sibly unstable place. 

Some Vientiane residents believe the ex- 
plosions are the work of a clique within the 
regime that is seeking to take power. There 
does seem to be some dissent at the top. 
Khamsay Souphanouvong, son of the coun- 
try's first president and a former finance 
minister, has fled Laos and applied for asy- 
lum in New Zealand, although the govern- 
ment says he is merely "studying English" 
there. But there is opposition among ordin- 
ary people too. On November 17th, about 
200 workers and students were reported to 
havestaged a demonstration in the southern 
province of Champasak, calling for democ- 
racy. The demo was quickly quelled, and 15 
people were arrested. 

Despite such events, for the most part 
Laos remains somnolent. Although the In- 
ternet is now accessible in some cities, few 
people have the money necessary to get on- 
line. This country of sm has about 30,000 
private telephones and no more than 5,000 
computer terminals. You can tune in to Thai- 
land’s television but most of its lively news- 
papers are banned. In contrast to neighbour- 
ing Myanmar, no charismatic pro- 
democracy leader has yet emerged in Laos. 

The country's battered economy is the 
government's biggest problem. Inflation is 
running at about 30%. The bombings may hit 
tourism, the biggest foreign-exchange 
earner, which brought in $97m last year. 
Some donors have told the government that 
they may pull out unless it speeds up market 
reforms. America is going slow on increased 
trade until more information is forthcoming 
about two Hmong-Americans missing in 
Laos. The Hmong tribesmen helped Amer- 
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Sweet and Lao 


ica in the Vietnam war, and many now live 
there. “Laos resembles Indonesia three or 
four years ago, when widespread despera- 
tion led to escalating violence,” says the Lon- 
don-based International Institute for Strate- 
gic Studies. A dismal augury. 
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Tibet 


Brooking no 
Dalai 


BEIJING 


66 UR struggle against the Dalai Lama 
clique is one between ourselves and 
the enemy in nature, a life-and-death class 
struggle." So says China's new Communist 
Party secretary in Tibet, Guo Jinlong. Yet 
watchers of Tibet think the appointment of 
Mr Guo marks an easing of China's treat- 
ment of its “autonomous region". He can 
scarcely be more hardline than Chen Kuiy- 
uan, his brutal and benighted predecessor. 
And the Tibet Information Network in Lon- 
don reports that various bans on religious 
activities have recently been relaxed. 

There is another, more telling scrap of ev- 
idence of a softer line: China has admitted to 
“channels of contact” between the authori- 
ties in Beijing and the exiled Dalai Lama. 
Facts are scarce, but it is known that the Da- 
lai’s elder brother, Gyalo Thondup, who has 
acted as an emissary before, has visited 
China twice recently. Returning from a trip 
in October, he delivered a private message to 
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The Dalai's still waiting 


the Dalai Lama. In response, the Dalai Lama 
has suggested he should send a delegation to 
Tibet. This marks the resumption of infor- 
mal contact, broken off two years ago, when 
hopes that the Dalai Lama himself might 
visit China came to naught. 

Beyond the grudging admission of con- 
tact, the public attitude of the authorities is as 
harsh as ever. No deal can ever be struck 
with the Dalai Lama, they say, until he stops 
his “splittist” activities, accepts Chinese rule 
over Tibet and, for good measure, over Tai- 
wan too. Quite probably, the latest effort to 
contact him is a ploy by China to score 





Мап bites dog in Thailand 


BANGKOK 


HEY eat dogs in Thailand. Not so 

much in Bangkok, the capital, but in 
the rural north-east dogmeat remains a 
traditional treat. Now the Thai govern- 
ment and local authorities have started a 
campaign to save man's best friend—as 
westerners view the dog—from thedinner 
table. Try eating fish instead, they say. 

It may not be easy. Some Thais believe 
eating dog makes you live longer, always a 
good selling point. A café in Nakhon Pha- 
nom, in the north-east, is celebrated for its 
dog soups and stir-fries. It reckons to get 
through up to 16 dogs a day. Slaughter- 
houses in Tha Pae, a village in the region, 
kill about 400 dogs a week. Nothing is 
thrown away. The skins are used to make 
leather, In the north-eastern province of 
Sakon Nakhon, many an open-air market 
boasts its dogmeat stall. Under a new law 
being drafted by the Democrat-led na- 
tional government, many slaughter- 
houses and dog butchers would be judged 
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points as outside attention falls on its bid to 
hold the Olympic Games in Beijing in 2008. 

But some quiet voices do note that Tibet 
isa problem that needs solving. A handful of 
Chinese concede that spending huge 
amounts on Tibet's economic development 
hasdonelittle toerode Tibetans’ affection for 
the Dalai Lama. Instead, financial largesse 
has drawn in more ethnic Chinese, who 
flood in to take up new jobs in Lhasa and 
other towns. Ordinary Tibetans resent them 
and despair that what is unique about their 
land is being destroyed. 

The conventional wisdom in govern- 
ment circles counsels patience: the problem 
will go when the 65-year-old current Dalai 
Lama dies. Then China will handle the selec- 
tion of his successor to its advantage and 
snuff out Tibetan nationalism for good. But 
one prominent writer and nationalist, Wang 
Lixiong, disagrees. He points out that the Da- 
lai Lama could live for at least another de- 
cade or two. Before then, China’s leaders 
could face a political crisis at home that 
would spark a Tibetan rebellion. In other 
words, says Mr Wang, the odds are against 
the Chinese leaders in the waiting game. 
Contacts with the Dalai Lama could be es- 
sential in helping China maintain stability. 

That is what the Dalai Lama has been ar- 
guing since 1988, when he renounced full in- 
dependence for Tibet. “If the Chinese gov- 
ernment gives us a high level of autonomy,” 
says the Dalai, “I can persuade those Tibet- 
ans who want independence that autonomy 
is in the best long-term interest of Tibetans. I 
can help reduce the danger of instability.” 
= 








inhumane and closed down. 

The Thais point out that dogmeat is 
prized not just in their country but else- 
where in Asia, particularly in China, the 
Koreas and Vietnam. Hanoi’s Tayho Street 
is lined with restaurants serving sashimi- 
like slices of raw dogmeat. However, Thai- 
land has become the target for animal- 
rights groups. Apart from the ethics of eat- 
ing an animal many regard as a pet, the 
dogs are said to be keptin filthy cages. Sev- 
eral New Zealand groups are claiming that 
some dog slaughterhouses are even im- 
porting dogs from New Zealand. 

In their defence, dog-eaters note that 
their critics are content to eat other intelli- 
gent animals, such as pigs and horses. It 
just depends what the custom is in your 
country. In Thailand, though, the issue 
looks like becoming political. Politicians 
seeking votes in the rural north in the 
coming general election may find that the 
voters too can bite. 

e 








The Philippines 


Courtroom 
melodrama 


MANILA 


T TOOK the prosecution's star witness to 

dispel a growing feeling that the impeach- 
ment trial of President Joseph Estrada was 
becoming a farce. Watching the trial live on 
television, or standing outside the court 
building listening to the proceedings 
through loudspeakers, Filipinos did not 
know whether to laugh or cry, as a bumbling 
prosecution team ineptly set about trying to 
prove that Mr Estrada was a villain who 
should forthwith be removed from office. 
But on the fifth day, the prosecutors rescued 
their reputation by calling Luis Singson to the 
witness stand. 

It was Mr Singson, a provincial governor, 
who began the political crisis that has en- 
gulfed the Philippines since October, when 
he publicly accused Mr Estrada of taking 
some 400m pesos ($8m) in bribes to protect 
illegal lotteries played all over the country. 
Mr Singson testified that it was his job to col- 
lect the bribes from illegal gambling syndi- 
cates, and then pass them on to the presi- 
dent. He said all the sums involved were 
recorded in a ledger, which the prosecution 
duly produced as an exhibit. In this ledger, 
Mr Singson said, the president is referred to 
as Asiong Salonga—the name of a gangster 
Mr Estrada once portrayed in his previous 
career as a film actor. 

The president went on trial in the Senate 
on December 7th, and the first few days 
showed how ill-prepared the prosecution 
was to present its case. The prosecutors are 
all members of the lower chamber who hap- 
pen to be lawyers, and some of their court- 
room skills are pretty rusty. The evidence of 
prosecution witnesses was persistently in- 
terrupted. There were long arguments about 
the marking of exhibits and the preparation 





Singson sang 
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Unveiling the 3rd generation of 
mobile communications. n 





May 2001 will be a milestone in the development of mobile 
communications. That's when we at NTI DoCoMo, Japan's leading 
mobile communications Öperatol will Introduce the world's first 36 _ 
(third-generation) mobile communications service in Japan. It will 5d 
be known as FOMA* and empowered by W-CDMA (Wideband j: 


Code Division Multiple Access), an IMT-2000, 3G mobile «у: 4 - 
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communications international standard. W-CDMA will.offer data 

transmission at speeds far superior to conventional systems and 

will transform the way people communicate. It also has amazin 

implications for the future. FOMA will one day support 

multimedia content in a borderless manner and transform 

cellular terminals into powerful interactive tools. It will bring 
ST ee 


people together around the world and enrich everyday life with 


new levels of convenience and freedom. At NTT DoCoMo we're 





working toward ever-higher levels of mobile communication; 


taking our dreams for a brighter future and making them real. 


FIMA 


*FOMA (Freedom Of Mobile multimedia Access) is the name 
used in Japan for NTT DoCoMo W-CDMA services 
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of enough copies of documents for the pre- 
siding judge, the 22 senators and all the law- 
yers. The defence weighed in with frequent 
objections about the admissibility of evi- 
dence. Adding to the confusion was the fact 
that the Philippines has never before con- 
ducted an impeachment trial, so there is a 
distinctly ad hoc approach to procedure. 

The prosecution's main challenge is to 
provide corroboration of Mr Singson's evi- 
dence. Another prosecution witness was 
Emma Lim, an employee of Mr Singson. Mrs 
Lim testified that Mr Singson had told her to 
take 5m pesos ($100,000) in cash, contained 
in a black briefcase, to the presidential pal- 
ace. There, she said, she gave it to Mr Es- 
trada's confidential secretary, in the pres- 
ence of the president himself. 

Outside the Senate, small groups of pro- 
Estrada and anti-Estrada demonstrators 
gathered from time to time. But there were 
none of the large protests organised in recent 
weeks by the opposition, which wants the 
president to resign immediately. The oppo- 
sition fears that Mr Estrada still has enough 
partisan support among the senators to en- 
sure his acquittal. 

—3 ; 





Japan 


Less rote, more 
variety 


KAWASAKI 


45 E TERRIBLY sorry,” says the headmas- 

ter, Jiro Kawabe, waving his arms at the 
classroom. “But as you can see, these first- 
year students are still rather lively." Lively? 
Heads are bowed, textbooks are open and 
six tidy rows of 13-year-olds obediently take 
instruction. In the corridors outside, children 
walk hand-in-hand, politely singing out 
greetings. The school buildings are spartan, 
but spotless. The sports ground is a model of 
efficient organisation. 

It is the thousands of well-run schools 
like Mr Kawabe's, a large, state-run junior 
high school sandwiched between Tokyo and 
Yokohama in run-down Kawasaki, that 
make educational reform such a prickly is- 
sue in Japan. Every parent can see that the 
system has frayed a little at the edges re- 
cently. Truancy rates are rising. There are 
more reports of violence and bullying. Far 
less obvious, though, is the need for sweep- 
ingchange. By conventional measures, Japa- 
nese schools still look hard to beat. Some 97% 
of children stay at school until they are 18, 
and over a third go on to university (see 
chart). They may have lost the top spot, but 
Japan still ranks among the first five coun- 
tries for its children's ability in science and 
mathematics. As the education ministry be- 
ginsits most ambitious reforms in more than 
half a century, there are understandable 
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School is becoming more fun 


worries that Japan will fritter away its record 
of success. 

The reformers do not belittle these 
achievements. But they do argue that, in 
harder-to-measure ways, Japan's schools 
are failing badly. Traditional Japanese teach- 
ing methods stress passive rote-learning. 
Thought is frowned upon. Weaknesses are 
meticulously ironed out,but so are strengths: 
children get extra tuition in their worst sub- 
jects, not their best ones. Uniform education 
standards have been pursued with an ob- 
sessive efficiency. On any one day, it is said, 
children all over Japan will be studying the 
same page from the same text book (the 
same used to be said of French children). The 
system fits the hiring needs of the bureauc- 
racy and Japan's mass-manufacturing 
industries beautifully. For jobs that require 
innovation or initiative, however, the Japa- 
nese find themselves at sea. 

Until recently, the education ministry 
was among the most zealous proselytisers 
for this system. Its officials carefully filtered 
the variety out of textbooks. Hoping to snuff 
out aberrant individualism, the ministry in- 
troduced detailed rules governing uniforms, 
haircuts and codes of conduct. But with fu- 
ture jobs said to depend on innovation and 
new, creative industries, the bureaucrats 
want more variety again. From 2002, nearly 
one-third of the curriculum for primary and 
junior high schools will disappear, with 
deep cuts made in all major subjects. Filling 
the gaps will come new “integrated studies”. 
No textbooks and, claims the education 


A degree of progress. 


Japanese students going to university LL 
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ministry, few guidelines will 
be issued by bureaucrats. 
Schools and students will be 
free to study whatever inter- 
ests them, from religion to pol- 
lution and foreign affairs. 

The ministry is equally 
keen that children should de- 
velop a fuller life outside the 
classroom. From 2002, Satur- 
day-morning classes will dis- 
appear from state education. 
Anxious parents wondering 
what to do with the strangers 
in their living-room need not 
worry. The ministry has set up 
a "system for promoting par- 
ent-children activities" and 
plans healthy recreation in libraries, muse- 
ums, children’s halls and the like. As part of a 
broader pattern of devolution, the ministry 
is encouraging local education boards to 
come up with their own ideas to enrich chil- 
dren's lives outside school, a task in which 
civic groups have begun to get involved. 

Teachers and teaching methods face 
more scrutiny, too. The ministry's teacher- 
training programme is getting an overhaul, 
witha view toencouraging more stimulating 
classes. Much of the teaching at Mr Kawabe's 
school is the usual dull fare. But, here and 
there, the odd splash of colour has begun to 
appear. In a domestic-science class, three 
boys are making a presentation for a new 
washing-powder advertisement. In an Eng- 
lish class, two teachers working as a team— 
another education-ministry innovation— 
get the classroom involved in an arcane 
£rammar lesson. Teachers who fail to mea- 
sure up to the new demands may find them- 
selves in a different job, or on lower pay. The 
ministry is drafting legislation for perfor- 
mance-related pay, and to let it move bad 
teachers to different jobs in the public sector. 


Not so fast 


Opposition to the ministry's plans comes 
from several quarters. Conservative politi- 
cians are up in arms about the ministry's 
worryingly liberal drift, arguing that mis- 
placed western-influenced ideas have un- 
dermined traditional Japanese morality and 
created a rash of discipline problems in the 
classroom. The prime minister, Yoshiro 
Mori, is a self-confessed admirer of bits of 
the notorious 19th-century Imperial Rescript 
on Education, which paved the way, in the 
19305, for the mass indoctrination of Japa- 
nesechildren in emperor worship. 

Many parents worry that reforms will 
lower education standards. Cynics wonder 
whether the education ministry's deeply- 
rooted top-down thinking may not be in- 
consistent with its desire to create indepen- 
dent individuals. But at least the bureaucrats 
are trying to show the Japanese that there is 
another way. It is up to them to take it. 
——— _ 
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_ “Hagstrom’s luminous 
| wisdom bestows upon 


the process of investing 


a degree of dignity 
that it richly deserves 
and seldom receives." 


Peter L. Bernstein 
President Peter L. Bernstein, Inc., 
and author “The Power of Gold: 

The History of an Obsession” 
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"Elegant and irresistible...Ideas 
spark off the page at every 
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More at www.etexere.com 
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The end, at last 


WASHINGTON, DC 


After the Supreme Court's intervention, Al Gore finally brought the contest to 
an end on a graceful note. Real politics will resume as soon as possible 


HEN the first President Bush, George 

Herbert Walker, gave his acceptance 
speech 12 years ago, he said "We didn't come 
here to bicker”. That attempt to change the 
tone in Washington lasted about five min- 
utes. Mind you, that time, the election lasted 
only a day as well. 

This time, five weeks almost to the mi- 
nute passed from the point on election night 
when the television networks took Florida 
out of Al Gore's column and into the *unde- 
cided" one, to the moment when the Su- 
preme Court delivered its final, deeply 
controversial judgment against the vice- 
president. Yet if you had listened to George 
W. Bush's acceptance speech after spending 
the past five weeks on Mars, you would 
hardly have known that anything unusual 
had been going on. 

True, you might have been surprised 
that Mr Bush's speech contained a laundry 
list of policy proposals—which it might not 
havedone had hegiven the address immedi- 
ately after election day and was not quite so 
close to the first session of the new Congress, 
due to begin in less than a month's time. You 
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would also have heard Mr Gore declare in 
his concession that “Now the us Supreme 
Court has spoken. Let there be no doubt, 
while I strongly disagree with the court's de- 
cision, I accept it." 

But otherwise, you would have heard 
mostly standard-issue rhetorical reconcilia- 
tion. The two men stressed co-operation, 
consensus, common ground. Mr Bush gave 
his speech in the Texas House of Represen- 
tatives, ground zero for bipartisan co-opera- 
tion in his state. As Mr Gore put it, “Now is 
the time to recognise that that which unites 
us is greater than that which divides us. This 
is America, and we put country before party. 
We will stand together behind our new pres- 
ident." It could have been said by any con- 
ceding candidate in any previous year. 

This outbreak of amity may be as 
healthy and short-lived as it usually is. But 
this time, it also reflects something more 
about the election itself and its aftermath. 
The divided vote and the bitter arguments 
aboutit have had a surpisingly narrow pub- 
lic resonance. One of the most extraordinary 
episodes of American political history has 


played itself out before a surprisingly calm 
public: most polls showed that barely a 
quarter of the population deemed it a crisis. 
The doubt over who "really" won Florida 
makes any confident political judgment al- 
mostimpossible.So the candidates and their 
supporters are going through the motions 
partly because the election has given them 
little of substance to get to grips with. 

Above all, nobody in Washington, pc, 
(and few in Austin) think the election of 2000 
represents a fundamental change. Mr Bush 
did not win because he better understood 
some tectonic force at work. Mr Gore did not 
lose because he ignored one. (The vice-presi- 
dent ran a poor campaign, but that was 
largely a matter of bad tactics and limited 
personal appeal.) Americans voted (well, 
sort of) fora change of leader, not achangein 
direction. Together with the closely divided 
Congress and the lack of an obvious man- 
date, this will undermine any expansive po- 
litical agenda. The ferocious post-election 
contest has somewhat reduced the policy 
ambitions of American politicians. 

In the short term (that is, before inaugu- 
ration day on January 2oth), the narrower 
view of politics should help Mr Bush over- 
come any damage to his legitimacy caused 
by the manner of his election. Mr Bush has 
become president asa result of a complex le- 
gal decision taken by a divided Supreme 
Court voting on largely partisan lines. 

On the face of it, this might seem to un- 
dermine one of the main advantages that a 
Bush presidency offered, which was that it 
would be less destabilising than a Gore pres- 
idency, largely because Republicans were 
more bitterly opposed to a Gore victory and 
more inclined to perceive it as illegitimate 
had it happened. As the next story argues, 
the Supreme Court's ruling might end up af- 
fecting the way voters see Mr Bush's victory 
in Florida, harming his presidency and mak- 
ing the balance of Mr Bush's advantage nar- 
rower. But for the moment, this has not oc- 
curred. A poll taken the day after the 
Supreme Court verdict found that 80% of 
Americans said they were prepared to ac- 
cept Mr Bush asa legitimate president. 

Fears of a real legitimacy crisis, in the 
sense of a substantial section of the country 
refusing to obey presidential orders by ap- 
pealing to a competing source of authority, 
have vanished. American presidents tend to 
get their authority less from direct popular 
mandate than from the powers of the presi- 
dency itself and from their behaviour in of- 
fice. Mr Bush will be noexception. 

Over the next few days, Mr Bush will an- 
nounce his first cabinet appointments (fa- 
vourites are Colin Powell as secretary of 
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state, Condoleezza Rice as national security < 


_ adviser). There will almost certainly be a 
';;Democrator twoin thecabinetasa pledge of 
“bipartisan good faith. He will go to Capitol 
-: Hill to deflate the policy hopes of his conser- 
абме supporters and to sound out Demo- 
~. rats. And next week he will meet Mr Gore to 
speed up the transition process, made all the 
more important because half of the normal 
period for it has already been used up by the 
(7 post-election wranglings. All this will make 
Mr Bush appear, as he himself put it, “the 
president of every single American, of every 
race and every background." 








Апа Mr Gore? His widely admired con- 
cession speech set off speculation that he 
might try to run again in 2004. If Mr Bush 
stumbles, such a thing would not be impos- 
sible. Mr Gore is only 52 and won the popu- 
lar votein thiselection. But he is likely to face 
much tougher competition in the primaries 
then than he did this time, from the likes of 
Hillary Clinton and Gray Davis, the gover- 
nor of California. More important, many 
Democrats blame Mr Gore for losing an elec- 
tion he should have won easily. There are 
few places even for gracious losers in Ameri- 
can politics. 





| The Supreme Court's ruling 


“WASHINGTON, ОС 





HIS: week's. decision by the Supreme 
Court is among the most momentous of 
recent history. It may not have the wide- 
spread impact of decisions such.as Brown v 
Board of Education, which struck down seg- 
- regation in schools. But in addition to decid- 
“ing this particular presidency, George W. 
‘Bush v Albert Gore, Jr could push the na- 
tion's highest court into future election bat- 
tles, an area it has hitherto avoided. And the 
“case has raised serious doubts about its rea- 
soning, its remedy, and even some of the ju- 
dicial philosophy that informed its decision. 
| Thecourthad taken up an appeal by Mr 
Bush agairist a ruling made five days earlier 
by the Florida Supreme Court to order a par- 
tial manual recount in the state. In deciding 
‘that appeal, the court had three options. 
First, the justices could have ruled un- 
ambiguously for Mr Bush by striking down 
‘the Florida recount on the grounds that it vi- 
olated Article 2 of the constitution, which 
_ defines the separation of powers. It might 
have argued that the only votes that have 
traditionally been accepted in Florida are 
_ those that are clearly marked and that the 
; Florida Supreme Court's arrangements to al- 
low other votes to be included were а depar- 
ture from Florida law and ап offence against 
the Florida legislature. 

This was in fact the position taken by 
three of the court's conservative jurists— 
Chief Justice: William Rehnquist and Jus- 
tices Antonin Scalia. and Clarence Thomas. 
Their view would haveraised problemsofits 

‚ own, but would have had the advantage of 
finality: it would have stopped all recount- 
ing without qualification. 

Or the court could havetaken thesecond 
option—a clear-cut ruling for Mr Gore. Using 
the deference that federal courts tradition- 

саћу give state courts on matters of state law, 
the high courtcould have sent the case back 
toto the Florida Supreme Court with guidance 
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- Opening а gavel of worms 


` The justices’ decision could have been worse. But not much 


about: how it should order the recount to 
proceed. That is roughly what Justices Ste- 
phen Breyer and Ruth Ginsburg argued 
should be done. It would have prolonged the 
battle but it would have meant the deci- 
sion—when it finally came—would have 
rested with the voters, and with vote coun- 
ters under instructions from higher courts. 

Instead, it did neither of those things. Or, 
rather, it seemed to do the second while ac- 
tually doing something much more like the 
first. Nominally, the court decided, by a 
seven-to-two majority, to remand the case 
back to the Florida Supreme Court “for fur- 
ther proceedings not inconsistent with this 
opinion”. But what did that mean? 

In practice, as the various dissenting 
opinions made clear, the court by the nar- 
rowest possible majority (5:4) held that it 
meant the Supreme Court of Florida had to 
establish new voting standards consistent 


























with the “equal protection" clauses of the 


constitution; it had to have the votes 
counted; it had to allow sufficient time for 
judicial review of these proceedings; and it 
had to do all this by midnight, December 
12th, 2000, the time when electoral college 
votes are supposed to be certified. That was 
just two hours after the us Supreme Courtis- 
sued its ruling. By remanding the decision to 
the Florida court with instructions to-do 
something it knew to be impossible, the 
court ended the election but laid itself open 
tocharges of intellectual dishonesty. 

It is possible that no outcome would 
have commanded universal acceptance. 
And this convoluted arrangement at least 
avoided two conclusions that could well 
havebeen wotse. It meant the court itself did 
not choose the next president directly. It 
ruled on a matter of legal process, as is its 
competence. In addition, the court avoided 
the nightmare possibility of having a di- 
vided Congress choose between competing 
slatesofelectorsinJanuaty- O oa 

In fairness to the us Supreme Court, the 
Florida recount put itin an impossible posi- 
tion. Seven of the nine justices found serious 
constitutional violations in the manual re- 
count as it was being conducted before they 
halted it. It had been arranged at the last mi- 
nute under varying standards for counting 
ballots—a process that even the dissenting 
Justice Ginsburg called flawed. The Florida 
court’s decision flouted the state law that 
says that manual recounts must include “all 
ballots”. And it took vote-counting and 
certifying authority away from local offi- 
cials, to whom the legislature had given the 
power, and handed it to the judiciary. The 
Florida court seemed to be trespassing on the 
legislature’s prerogative, which violates Arti- 
cle 2 of the constitution. No wonder the us 
Supreme Courtstruck it down. 

But ifthe diagnosis was solid enough, the 
justices' remedy seemed no better than the 
one offered in Florida. Both 
Mr Bush and the court itself 
could be harmed by it. 

Mr Bush has now won 
the presidency through a 
messy compromise that es- 
sentially says: it was possi- 
ble to have a fair recount 
but there is no time for one 
now. This seems to validate 
in advance the unofficial re- 
counts of the Florida ballots 
that will undoubtedly take 
place under the state's 
“sunshine” laws governing 
freedom of information. 
These are among the most 
generous in. the country, 
and. several. organisations 
havealready applied to take 
«advantage of them. They 
сап now claim, when look- 
ing at the ballots, to be doing 
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WASHINGTON, DC 


LE THE Supreme Court's reputation suf- 
fers, it will not be alone. Like the justices’ 
gavel, the Florida recount has opened a 
p. nasty can of worms. Some of the damage 
vo] could be restorative, making reforms easier 

'| to achieve. Some damage may be easily 
corrected. Some will not. 

In a strange way, America’s electoral 
process could be helped. It has 
been revealed as plagued by back- 
ward technology, politically-bi- 
ased oversight and local variations 
that mean that poor people are a 
lot less likely to get their vote 
counted than richer ones. Now 
several states, including Maryland 
and, thank goodness, Florida have 
appointed commissions to im- 
prove things. 

One part of this process that 
has been tested and proved sur- 
prisingly immune is the electoral 
college. A few Democrats—nota- 
1- bly Hillary. Clinton--demanded 
|. that such an antiquated institution 
be scrapped in the name of the will 
| of the people. But her argument 

- failed to catch fire. There was а 
widespread perception that every- 
i body knew the rules of the election 














| The Florida worms ; 









beforehand. More generally, people seem 
to grasp the merits of the electoral college: 
that it protects small states and confines 
recounts to particular areas. 

The longest-lasting damage may be 
more subtle—less to specific institutions 
and processes than to attitudes. The most 
obvious example could be respect for the 








| impartiality of judges (see Lexington). 





Polls show that many Americans think the 
courts did not handle the election properly. 
Another could be race relations. 
George W. Bush campaigned as a new sort 
of "inclusive" Republican--hence his re- 
peated insistence that he had done well 
among minorities in Texas, hence his en- 
thusiasm for naming Condoleezza Rice 
and Colin Powell to senior positions in his 
administration. But he did dramatically 
badly among blacks in the election. And 
the bitter aftermath, in which black 
leaders repeatedly produced ex- 
amples of undervoting in minority 
areas and the Republican Party 
repeatedly tried to stop further re- 
counts, has set back the cause. 

This is bad for the Republican 
Party, because it will tempt it to give 
up on the “impossible” task of be- 
coming inclusive. It may also en- 
courage Democrats to take the 
black vote for granted. And the 
more the black leadership and the 
Democratic Party remain inter- 
twined, the less room there will be 
for a new generation of black lead- 
ers who might support innovations 
such as school vouchers. 

Butterfly ballots in Palm Beach 
are a long way from the schools of 
Chicago. But that is the way with 
worms: they get everywhere. 








"what the Supreme Court wanted to do but 
~ could not. 
The most reliable statistical estimates 
. ` Suggest that if there had been an accurate 
„` count, Mr Gore might have won Florida by 
anything up to 20,000 votes. If that estimate 
is confirmed later, it could seriously harm 
the sense that Mr Bush has been elected 
|. fairly. This can hardly be satisfactory even 
. from Mr Bush's point of view. 
m In addition, the court's ruling could end 
сир damaging itself. In coming to its conclu- 
: sions, the majority took two stretches of logic 
“that seem to contradict much of what the 
‘justices have previously stood for. 

The first concerns timing. In ruling that 
there was no time for a manual recount, the 
justices laid great stress on the notion that 
the Florida legislature, when it wrote Florida 
law, must have intended to take advantage 
of the so-called “safe harbour” provision, a 
legal status thatensüres Congress will count 
the votes of presidential electors chosen by 
certain dates. This year, the dates are Decem- 
ber 12th (when election contests are. sup- 
posed to be over) and the. 18th, when the 
electoral college votes are certified. In addi- 
tion, the us Supreme Court held that when 
<o the Florida court rooted its arguments in 

‘state law, itmust have accepted whattheleg-- 
-dslature intended. i 
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There аге two problems with this. To be- 
gin with, the high court's ruling seems to set 
itself up as a better judge of what the Florida 
legislature intended than the Florida Su- 
preme Court. That is a curious position for 
justices who have historically bent over 
backwards to respect states' rights. In addi- 
tion, there is little in the Florida court's ruling 
to justify the high court's interpretation. The 
Florida court mentioned the legislature 
when justifying its decision according to law. 
Butitdid notimply or say that it thought the 
legislature's adoption of a "safe harbour" 
trumped everything else. Indeed, as Justice 
Breyer suggested, if you were to ask the court 
whether it would have preferred a recount 
finished by the 18th to the count existing on 
the 12th, everything in the Florida's courts 
decisions—its stress on the "will of the vot- 
ers”, its willingness to recount ballots-—sug- 
gests it would prefer a recount by the 18th. 

The court's second stretch of logic con- 
cerns the argument it fashioned when it ap- 
plied the equal protection clause of the con- 
stitution to voting. This is likely to prove 
extremely controversial Originally, the 
equal protection clause provided for equal- 
ity under the law. That notion has been used 
to require “опе man, one vote". But to go 
from. there—as the Supreme Court did—to 


` forbid varying standards of vote counting in 


a statewide election is a stretch. 

It does not even look consistent. If the 
equal protection clause applies to different 
counting standards why does it not apply to 
those Gore voters whose ballots have not 
now been counted? The logic of the court's 
position is that you can now make a federal 
case out of any election dispute involving 
differences in ballot design, tabulation, or 
counting. And since America’s election sys- 
tem is highly decentralised, that appears to 
mean almost any election dispute. 

In intruding itself into an area of politics 
that it has so far tried to avoid, the court 
stretched the meaning of the equal protec- 
tion part of the constitution far; far beyond 
anything that a. strict constructionalist 
would tolerate. Yet it was the constructional- 
ists on the court—people who stick closely to 
the original wording of the constitution— 
who developed this argument: 

In short, the Us Supreme Court has re- 
jected the ballots of some voters, stretched 
arguments in such a way as almost to make 
new law and has arguably shown disrespect 
to the legislative branch by imposing itsown 
interpretation of what the Florida legislature 
wanted. Ithasdone exactly what itoverruled 
the Florida state court for doing. That is the 
cost of bringing an end to the election. 
ا لم با تة‎ Te Ec سسس‎ TERRENAE | 
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UNITED STATES 
The budget 


How to spend it 


WASHINGTON, DC 


HILE the country waited to know 

who the new president would be, 
Congress inched towards finishing the bud- 
get he will inherit, the one for the fiscal year 
that started in October. The negotiations 
never really became a brawl. But their slug- 
gishness is hardly a good omen. 

In theory, the process is supposed to 
work as follows. Early in the calendar year, 
the budget committees in the House and the 
Senate agree, in broad categories, how much 
money will be spent in the next fiscal year. In 
the early autumn, the appropriations com- 
mittees then decide exactly where the 
money should go, taking into account the ef- 
fects of intervening legislation. By this week, 
Congress had given itself 20 extensions from 
theoriginal budget deadline of October ist. 

It still has one of 13 bills to vote on, the 
appropriations for education, labour, and 
health and human services. The overall fig- 
ure for this bill—$350 billion—was fixed dur- 
ing the budget negotiations earlier this year. 
On December 13th, a deal seemed to be 





reached—and a bill was being prepared. 

Why the delay? Chuck Grassley, a Re- 
publican on the Senate Budget Committee, 
blames President Clinton for trying to pad 
his legacy with pet social programmes. Ron 
Wyden, a Democrat on the same committee, 
retorts that the president has been pushing 
thesame issues for eight years. 

This time, there were special reasons for 
both sides to get things over with. The Re- 
publicans did not wish to saddle their new 
chief executive with a prolonged budget ar- 
gument. For the Democrats, the waning 
Clinton days were their best chance to swing 
budget policy their way; and the voters were 
unlikely to be as sympathetic to the Demo- 
crats in the event of a government shut- 
down as they were in 1995. 

John Spratt, the senior Democrat on the 
House Budget Committee, wants to see Con- 
gress return to “tight and tough” budget reso- 
lutions that give appropriators little wiggle- 
room. The last time that happened was in 
1997. Mr Spratt also worries that the fiscal 
surplus is not as huge as most politicians be- 
lieve. This year’s higher-than-expected dis- 
cretionary spending may shrink the pro- 
jected on-budget surplus of $2.2 trillion by 
several hundred billion dollars. 

Budget deals may be harder with an 













Commerce, Justice and State 





Energy and Water 
Veterans Adminisratior/Housing 27 Oct 
and Urban Development 
Agriculture 28 Oct 
Legislative. branch 30 Octt 
Treasury/Postal LA 30 Octt 
Foreign operations 6 Nov 
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... vetoed teed гаме by Pede Cin 
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eroded surplus and a near-evenly split Con- 
gress. Pete Domenici, the Republican chair- 
man of the Senate committee, and Kent 
Conrad, the Democrats' budget guru in the 
Senate, are the most likely men to forge a 
consensus. But much too will depend on the 
new president's vaunted bipartisan skills. 

= = 








The other American 


ELLOREE, SOUTH CAROLINA 


OR all America's success stories, the 

darker side of the dream has never dis- 
appeared. Hence the attention paid to the 
death of Chris Antley, a jockey of legend- 
ary ability, at the age of 34, after a life of vast 
success and wrenching failure. 

He came virtually from nowhere. His 
birthplace, Elloree in South Carolina, has a 
single traffic light that is an inconvenience 
only to the truck-drivers and hunters on 
their way to somewhere else; half-a-dozen 
steepled churches; and a few shops selling 
second-hand furniture and high-cost 
loans. Last Saturday, though, hundreds of 
people descended on Elloree to bury its 
most famous son amongits cotton fields. 

Toa boy froma troubled home, the sta- 
bles on the fringes of town seemed to offer 
a ride to a better world, A local trainer re- 
calls being asked for a job by a small boy 
pedalling a bike, hands off the handlebars, 
up a dirt road. The answer was no, but Mr 
Antley ignored it. At first he cleaned out 
stalls. Soon he rode ponies and then thor- 
oughbreds. School went by the wayside. 

Within a year, it was clear that Mr An- 
tley had a way with horses. Even early on, 
he had a “good seat”, a perfect flat posture 
on a horse acquired by watching his 
shadow. The counter-clockwise direction 
of American tracks favoured Mr Antley’s 


dream 


natural preference for his left hand. His 
five-foot-three frame was unusually mus- 
cular. And he was also brave: his classic 
move was to drive for a tiny gap in the field. 

Mr Antley won 3,500 races, including 
two Kentucky Derbies. About a fifth of all 
his mounts won, among them an astonish- 
ingly high proportion of long-shots. The 





From winner to loser 
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most famous was Charismatic, a lightly re- 
garded horse Mr Antley rode to victory in 
the 1999 Derby and the Preakness, the first 
two prongs of America’s triple crown. It 
was in losing at the third, the Belmont 
Stakes, that he became a legend. At the fin- 
ish Charismatic stumbled. Rather than 
push him across the line Mr Antley 
jumped off, settling for third place, and 
cradled Charismatic’s shattered leg, saving 
the horse's life. 

Unlike jockeys smaller or slighter of 
build, Mr Antley needed to lead a life of 
staggering deprivation to meet the strict 
weight restrictions of his trade. Not only 
food but often liquid, including water, was 
off-limits. Like many jockeys, he took diu- 
retics to drain water from his system and 
ran up to 25 miles a day. At times, his 
mouth was so dry that he could not speak. 

Mr Antley suffered from depression. 
Early on, he developed a serious problem 
with drugs. Last spring, he had an opera- 
tion on his knee. As the year progressed, he 
grew increasingly reclusive. In the past, 
there had been similar periods followed 
by powerful recoveries and more victories. 
But not this time. On December 3rd he was 
found dead in his house in California. Foul 
play and a narcotic motive are suspected. 

Mr Antley's pain may have been in- 
separable from his gifts. He went from 
nothing to everything, and back again. It is 
what everyone who comes to America 
hopes for, and fears. 
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out the Supreme Court of the United States is 
reverence. The court is housed in a mar- 
wn over Congress (which in turn looks 
IS 2). The building is decorated with impos- 
pompous Latin mottoes about the many splen- 
The nine black-robed justices conduct their busi- 
re of hushed high seriousness. 
is exactly what the Supreme Court has been 
past few decades. Americans talk about the 
| pd the same way as Britons once talked about 
their monarchy and Swedes about their social model. Congress 
may be full of opportunists and blow-hards. The president may 
‘have indulged himself in the Oval 
Office. But the court is the embodi- 
mentof the majesty of the law, dig- 
nified, impartial, above the fray. 
But is this reverence for the 
court inevitable? Is it inscribed, as 
it were, in the American constitu- 
tion, and thence in the national 
character? Or is it the legacy of past 
statesmanship by the court that 
could easily be lost by a lack of 
statesmanship? That is one of the 
key questions thrown up by the 
Supreme Court's unprecedented 
decision, in effect, to decide the 
identity of the next president. 
There is certainly a strong pre- 
disposition to revere the court. 
Americans have a quasi-religious 
reverence for their constitution 
(“the ark of the cove 
ing to Chief Justice ! 
And the Supreme Court plays a 
unique role in that constitution. It is the umpire in ‘squabbles be- 
tween various branch 





r bits of the government cannot resolve, 

e whole system, with the awesome power 

to declare actions of the president illegal and laws posed by Con- 
gress unconstitutional. | 

Reverence for the constitution is tied up with reverence for the 
law. America has always prided itself on being a country governed 
by laws rather than by men, and, as Alexander Hamilton noted, 
“laws are a dead letter without courts to expound and defend their 
true meaning and operation.” Law schools are thriving as never 
before (America has 281 lawyers for every 100,000 people, com- 
pared with 94 in England, 33 in France arid a mere seven in Japan). 
Legal dramas fill the prime-time television slots and the best-seller 
lists. Americans have a proper contempt for the vast mass of law- 
yers, of course; But they tend to be pretty impressed by judges 
and the higher the judge the more impressed they are. 

Yet a predisposition for reverence is not a guarantee. The Su- 
preme Court is always atrisk of temporary unpopularity. Itsrolein 
the constitution is toact asa check on the elected branches of gov- 
emment, and critics inevitably wonder why nine ageing lawyers 
should have the right to overrule the will of millions. But there 
have been several times in American history when the court has 
provoked not just temporary unpopularity but prolonged and 
justified ignominy. Justice Wendell Holmes once wrote, ^We are 
very quiet here, but it is the quiet of a storm centre." The court has 
not always enjoyed the best of reputations for managing to sail 








_ Daylight, magic and the Supreme Court 



















































through these storm centres unharmed. 

The biggest disaster came with the Dred Scott decision in 1857, 
which declared that blacks would never be able to become fullcit- | 
izens, that the Missouri Compromise (intended to balance slav 
and non-slave states in the Senate) was unconstitutional, and that 
Congress was powerless to halt the spread of slavery. The decision. 
provoked a storm of protest in the north, divided northern fr 
southern Democrats, handed the White House to the Republicans, _ 
and led to along decline inthe court's reputation. In 1863 Justice Ta- 
ney, the architect of this disaster; confessed that he had given u 
hope that the court would “ever again be restored to the authority 
and rank which the constitution intended toconfer upon it^... 

The court flirted with disaster 
on several later occasions. In 1895, 
fot example, it ruled that a pro- | 
gressive income tax was illegal, re- 
fused to apply the Sherman Anti- | 
trust Act against the hated Sugar 
Trust, and approved sweeping in- 
junctions against workers in la- 
bour disputes, a series of decisions: 
which: persuaded many people 
that it was motivated by class in- 
terest rather than legal propriety. 
And the court faced another huge 
test in the 19305, when it tried to 
frustrate Roosevelt's New Deal, 
repeatedly slapped the executi 
branch in the face by declaring 
that its actions were illegal. A furi- 

ous President Roosevelt threat- 
ened to pack the aged court with 
younger men. The court eventu- 
ally avoided a constitutional crisis 

t ру backing down. i 

The current reverence for the court is the result not only ofits | 
position in the constitut:on but of itsexemplary conduct, particu 
larly in providing black Americans with civil rights. It was not a 
politician who demanded the integration of the nation's schools. It 
was the court, in its mous 1954 ruling in the case of Brown v. | 
Board of Education. This ruling acknowledged what many people 
had long felt, that segregation was morally indefensible, socially ir- 
rational and politically undemocratic. It spurred the spread of 
civil-rights agitation: And it prepared the way for further rulings. 
by the court designed to heal America’s ancient racial wounds. 

But the trouble with moral capital is that it is easier to disperse 
than to accumulate. Reactions against an unpopular Supreme ` 
Court ruling tend to be үш окы fierce precisely because the. 
court claims such high moral authority. There is nothing like the 
bitterness of someone. whose ox has been gored by this august - 
body. The reaction is particularly fierce when the court breaks 
lix Frankfurter’s injunction against venturing into a "political 
thicket”, and it grows етсе still when the court is divided along 
openly partisan lines: | 
Several dissenting justices worried about the impact of Tue - 
day's decision on the public's. confidence in the court—a рибі 
treasure that has been builtupover many years, in JusticeBreyer's | 
phrase. Perhaps itis worth recalling Walter Bagehot’s commenton |. 
another revered institution, the British monarchy. “Its. mystery is 
its life. We must not let in daylight upon magic." One of the many 
tragedies of this election is that it may have let too. much daylight 
into the magic of America’s most mysterious institution. 
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GEORGE BUSH'S PROSPECTS 


The man who, finally, 


Will be king 


AUSTIN AND WASHINGTON, DC 


The ruling of the United States Supreme Court means that George W. Bush 
will become America's president by a single vote in the electoral college, 
having lost the popular vote. Now he has to govern 


HO is George W. Bush? The sprig of a 

great political dynasty? A spoiled frat- 
boy? The luckiest politician in the business? 
Theunluckiest? 

You could be forgiven for replying “all 
the above” and for thinking that the beliefs 
and character of the president-elect have 
disappeared amid the frenzy surrounding 
the Florida recount. But as Mr Bush 
steps towards the glare of the White 
House, the contradictions of his char- 
acter will have to be understood and 
resolved. Otherwise they will under- 
mine his already shaky presidency. 

Perhaps the best way to under- 
stand him—and the best way to look 
at how he will cope with the extraor- 
dinary situation in which he now 
finds himself—is to regard him as the 
uneasy synthesis of two warring tra- 
ditions in the Republican Party.Oneis 
the patrician Republicanism of the 
east-coast establishment; the other, 
the populist Republicanism of the 
American West. 

Mr Bush, who was born and edu- 
cated in Ivy League towns, but 
brought up and employed for most of 
his life in Texas, has been extraordi- 
narily successful in reconciling these 
traditions. The question now is 
whether these personal and political 
skills are transferable from Texas to 
Washington, and from a divided Re- 
publican Party to a divided country. 

His father, George senior (Ando- 
ver and Yale, otherwise known as 
"Poppy") was never a very convincing 
Texan. But George W. spent his early child- 
hood in thedusty plains round Midland, the 
oil capital of west Texas. He says he felt like a 
fish out of water at Yale, which was then 
caught up in anti-war frenzy, and sided with 
"ordinary Americans" against the elitists 
who badmouthed their country. He aban- 
doned the restrained Episcopalianism of his 
forefathers for a more heart-on-your-sleeve 
southem Methodism, and sent both his 
daughters to Texas public schools rather 
than to fancy finishing schools back east. He 
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is perfectly at home with Texan culture, with 
its hostility to snobs and eggheads, its rever- 
ence for military and sporting heroes, and its 
down-home attitudes. 

But, at the same time, Mr Bush has pro- 
found links with the east coast. He followed 
his father to Andover and Yale, was elected 
presidentof his fraternity, Delta Kappa Epsi- 





lon, and made it into the elite Skull and 
Bones as a "legacee". On returning to Texas, 
he automatically became a member of the 
"Texas Raj"—a group of Texans, including 
the Liedtkes, Bakers and Mosbachers, who 
had close school and financial ties with the 
east coast. He spent every summer at his 
family'sestate in Kennebunkport, Maine. 
You can see bits of each tradition in Mr 
Bush's approach to government. He tries 
hard to paint himself as the no-nonsense 
westerner who is close to the common man 
and shares with Ronald Reagan (another 





vigorous western Republican and a hero of 
his) a sunny distrust of intellectuals. But he 
also takes every opportunity to talk about 
the clever people with whom he will sur- 
round himself, in a way that almost recalls 
the old east-coast reverence for “wise men". 

This makes him very different from Mr 
Reagan, who, when he was considering Mal- 
colm Baldrige for commerce secretary, gave 
him the job on the spot when he was told 
that Mr Baldrige was not only out at a rodeo 
when the president called, but was actually 
riding in it. It is hard to imagine George W. 
Bush being this casual, at least with impor- 
tant cabinet appointees, He has enough of 
his father’s blue blood (and probably 
enough insecurities about his own knowl- 
edge of policy issues) to know that the east- 
ern establishment ought to be entrusted 
with most of America's most important po- 
sitions. 

Yet his position at the crossroads 
between two traditions has given him 
a capacity to blur distinctions. This 
may not sound like an advantage; but 
it is worth remembering that the 
establishment and populist tradi- 
tions in the Republican Party have al- 
most always been at war with one an- 
other. 

Barry Goldwater, the outspoken 
senator from Arizona who took on 
Lyndon Johnson in 1964, talked about 
sawing off the eastern seaboard and 
letting it float into the middle of the 
Atlantic. Establishment Republicans 
regarded the Goldwaterites as a 
bunch of yahoos. Mr Reagan shifted 
the balance of power in favour of the 
western wing of the party, infuriating 
the old guard; George Bush senior's 
ascendancy shifted it partly back to 
the eastern wing, infuriating the new 
guard; George W. Bush sold himself to 
his party, as he later did to his country, 
as “a uniter, not a divider”, able to give 
both sides what they wanted. 

Anyone who aspires to embody a 
synthesis of two opposites must be 
able to keep two contradictory thoughts in 
their head at the same time. This helps to ex- 
plain much that the rest of the world found 
puzzling and frustrating in Mr Bush's perfor- 
mance as a candidate: his wariness of ab- 
stract ideas and his willingness to fudge and 
blur. Remember, in the debates, his delib- 
erate, even misleading vagueness about his 
own policies on prescription drugs or fiscal 
matters, and his very careful side-stepping 
on whether he would try, as president, to re- 
verse the Roe v Wade ruling that legalised 
abortion, a subject that deeply divides the 
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Republican Party. 

In many ways, this 
vagueness makes Mr Bush 
wildly unprepared to be 
president. The circum- 
stances in which he enters 
the presidency mean he 
will have little of the public 
goodwill and support in 
Congress that traditionally 
(if fleetingly) greets a new 
president. 

But he has plenty of 
practice in two things: 
weaving together contra- 
dictory philosophies in his 
own mind, and managing a 
party that is deeply at odds 
with itself. This ability to 
fudge and blur—to get peo- 
ple to bury their philosoph- 
ical differences for the sake 
of governing—is perhaps 
the most important skill 
that he brings to dealing with this extraordi- 
narily divided Congress. 

Congress is split almost down the mid- 
dle. The Senate is divided perfectly in half. 
Republicans in both houses are at odds with 
each other. Conservatives and moderates 
inherit and mimic the old split between 
west- and east-coast-establishment Repub- 
licans (though moderates can come from 
anywhere now, even the West). Mr Bush's 
chances of pushing legislation past these di- 
visions hinge on the answers to two ques- 
tions: how will he deal with his party's con- 
servative wing? And how will he deal with 
the Democratic opposition? 


Conservative suspicions 


So far, the Republican right has supported 
Mr Bush. Ralph Reed, the former head of the 
Christian Coalition, was an early visitor to 
Austin and helped manage Mr Bush's prim- 
ary campaign. The right accepted with 
hardly a peep the (admittedly modest) dilu- 
tion of its demands in this year's Republican 
platform. Conservative organisations, espe- 
cially the National Rifle Association, helped 
organise Mr Bush's get-out-the-vote effort. 
But the right's support of Mr Bush has 
been based largely on conservatives' desire 
to throw Bill Clinton out of office as quickly 
as possible, and on their calculation that the 
best way to achieve that was to shut up. It is 
not based on any close affinity with the pres- 
ident-elect, as it was with Mr Reagan. With 
their aim achieved, the right's silence cannot 
be guaranteed. Already, one of its leaders, 
Tom DeLay, the majority whip in the House 
of Representatives, has claimed that Repub- 
lican control of the presidency, the House 
and the Senate is the opportunity the party 
has been awaiting for decades to push 
through a truly conservative agenda. 
Conservatives are not natural allies of 
Mr Bush. His wariness of abstract ideas and 
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A man who bears arms... 


his aversion to confrontational clarity go 
hand-in-hand with his distaste for the true 
believers in his party. During his tenure as 
governor, he never went to bat for an issue at 
the top of the right’s agenda. He supported a 
bill requiring, in the case of minors, parental 
notification before abortions, but he balked 
at stronger anti-abortion measures. On edu- 
cation reform, the issue that he made his top 
priority, Democrats hammered out the spe- 
cifics of the plan that passed. Mr Bush paid 
lip-service to school vouchers, but never 
supported them strongly in public. 

The “east-coast” side of Mr Bush’s char- 
acter also helps to explain why he was so 
keen to surround himself with pragmatic 
governors during his campaign. Despite his 
Texan nature, he seems less at ease with Dick 
Armey or Mr DeLay, the Texan numbers two 
and three in Congress, than with Tommy 
Thompson and John Engler, the governors 
of Wisconsin and Michigan. 

Conservatives are al- 
ready nervous about Mr 
Bush’s likely senior ap- 
pointments. They dislike 
his chief of staff, Andy 
Card, a Massachusetts Re- 
publican and old Bush fam- 
ily friend, and the epitome 
of the Republican mana- 
gerial elite. They are unim- 
pressed by his probable ap- 
pointment of two other 
members of that elite from 
his father’s team, Colin 
Powell as secretary of state 
and Condoleezza Rice as 
national security adviser. 

The important ap- 
pointments for the right, 
though, are the ones affect- 
ing red-meat social issues. 
They wanta legal conserva- 
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tive for attorney-general, an 
anti-abortion secretary of 
health and human services, 
and a pro-voucher secre- 
tary of education. Ideally, 
they would like strict con- 
structionalists on the Su- 
preme Court, meaning jus- 
tices who are not going to 
stretch the constitution be- 
yond what (they assume) 
the framers wanted. 

On all these, the early 
indications are worrying. 
Conservatives do not much 
like the governor of Mon- 
tana, Marc Racicot, and fear 
that he is now the favourite 
for attorney-general after a 
high-profile performance 
as a legal spokesman in Mr 
Bush's Florida tangles. The 
chances of getting another 
conservative Supreme 
Court justice through a Senate containing 50 
Democrats (all of them freshly furious with 
the court's conservative majority) appear to 
be zero. Yet if Mr Bush disappoints conserva- 
tive hopes, they will raise hell for him later. 
In short, Mr Bush may well not be able to 
command the full or consistent support of 
the right. 


Those difficult Democrats 

His chances of being able to govern effec- 
tively will therefore depend as much or more 
on how well he is able to work with the 
Democratic opposition. That is hardly un- 
usual: most presidents have depended 
partly on defectors from the other party. 
Even Mr Reagan, who forged a huge major- 
ity, was buoyed by the support of so-called 
“boll weevils” (dissident southern Demo- 
crats). But given the possibility of substantial 
defections from the right of his own party, 
Mr Bush will need more than a few boll wee- 
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vils to help him. 

On the face of it, he has two advantages 
in seeking to peel off Democrats. The first is 
his agenda, which is more "Democratic" 
than that of most Republican presidents. 
The second is his record as governor of Texas, 
where he worked successfully with his op- 
ponents. But neither will be as powerful as 
many people now think. 

With the exception of the $16 trillion 
across-the-board tax cut and his promise to 
build a national missile defence shield, Mr 
Bush's main proposals have been in social 
policy: Medicare coverage for prescription 
drugs, and reform of education and Social 
Security (pensions). In all these areas, he has 
borrowed and refined ideas associated with 
moderate Democrats. 

The trouble is not that there are no mod- 
erate Democrats with whom Mr Bush can 
work. It is that the base of the Democratic 
Party may restrict their freedom of manoeu- 
vre. The left had its best showing for a quar- 
ter of a century in the election. Union house- 
hold members supported Al Gore over Mr 
Bush by 59% to 37%. Two-thirds of Latinos 
voted for Mr Gore. And blacks voted for him 
by 90% to 8%, a bigger margin even than Mr 
Clinton enjoyed over Bob Dole. 

This has not only put in question Mr 
Bush's claim to be a new sort of Republican, 
sensitive to the opinions of minorities. It 
should also give the union, Latino and black 
representatives more clout in Congress and 
in the Democratic Party. On top of that, 
blacks are up in arms both about the result 
and the Florida recount. They are incensed 
about what they perceive as election irregu- 
larities amounting to racial disenfranchise- 
ment in Florida. They will hardly be inclined 
tocut Mr Bush any slack. 


Charm, meet reality 


Perhaps Mr Bush's political skills will over- 
come these suspicions. He likes to talk about 
his friendly relationship with Texas Demo- 
crats, and about how he fostered a biparti- 
san spirit as governor. In one sense, this is 
true. Lone Star Democrats speak highly of 
him, and say that he was easier to deal with 
than his Democratic predecessor, Ann Rich- 
ards. They claim this will carry over into 
Washington. It won't. 

Under the Texas constitution, the legisla- 
ture is required to balance the budget every 
year. For this reason, any spending bills or 
tax cuts that go too far in either direction im- 
mediately get thrown out. There is a natural 
tendency for both sides to move towards the 
middle. Since neither side is allowed to break 
the bank, the only horse-trading that occurs 
isat the margins. 

Moreover, in governing Texas, Mr Bush 
relied heavily on his close relationship with 
the late Bob Bullock, the state's long-serving 
Democratic lieutenant-governor. It is diffi- 
cult to overstate Bullock's role, since he 
could, in effect, decide the fate of every piece 
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of legislation. Even in normal circumstances, 
the lieutenant-governor is at least as power- 
ful in Texas as the governor. In Bullock's 
hands, the post became the most important 
in the state. He was, as one Republican con- 
sultant described him, “Lyndon Johnson, 
Sam Rayburn and Lloyd Bentsen all rolled 
upintoone ornery alcoholic." 

The troubleis that there is no Bob Bullock 
in Washington to show Mr Bush the ropes. 
And even if there were, it is far from certain 
he could help all that much. For the lesson of 
Texas has been misunderstood. Bullock did 
what he did largely from political necessity, 
not because he was magically swayed by Mr 





He'll certainly need it 


Bush’s charm. 

In Texas, all legislation requires the ap- 
proval of two-thirds of the state Senate. For 
most of the state’s history (and at the begin- 
ning of Bullock’s reign), Republicans never 
came close to making up one-third of the 
Senate, so Democrats could always have 
their way. At that time, Bullock was a 
staunch partisan, known as “Machiavelli in 
Boots”. It was only later, when Republicans 
began to win elections, that he changed. 
Bullock did so because he saw it was in his 
party’s own interest to work with Mr Bush. 

It is far from clear that Democrats in 
Washington will feel the same way, except 
on particular, defined policy issues. In gen- 
eral, they will have every interest in messing 
a Bush presidency around. Typically, mid- 
term elections area referendum on the presi- 
dency. In the past 16 mid-terms, the party in 
power has lost House seats in all but one and 
Senate seats in all but three. Redistricting (the 


process of adjusting congressional bound- 
aries to take account of demographic 
change) will help Republicans in many 
states. But the chances are that there will bea 
swing against the party in power in 2002—a 
swing that will be especially strong if, as 
seems likely, economic growth falters. In 
other words, history and the state of the 
economy both suggest that if you are a con- 
gressional Democrat (or hoping to be one), 
you would see little partisan self-interest in 
helping Mr Bush to look successful in 2002. 


Preserving his balance 


The new president's two problems on the 
Republican right and the Democratic left 
come together in the following question: 
how far towards the centre can he go to pick 
up Democratic votes without precipitating a 
rebellion on the right? The answer will vary 
from issue to issue and appointment to ap- 
pointment. 

Marshall Wittman, a Congress-watcher 
at the Hudson Institute, thinks the problems 
will present themselves to Mr Bush as fol- 
lows: the House of Representatives will pass 
alaw with the grudging support of conserva- 
tives; the Senate will then strip out the bits 
that please the right, or add some bells and 
whistles that please the left (adding, say a 
hate-crimes bill toa prescription-drug plan). 

What does Mr Bush do then? Veto the 
bill, annoying everyone? Pass it and annoy 
the right? Or try to outmanoeuvre the Senate 
andannoy the left? Itdoes not mean nolegis- 
lation can get through: some bills will please 
enough people to pass. But the number of 
those is relatively limited. 

Already, Mr Bush’s prospects are nar- 
rowing. Before the election, his campaign 
manager, Karl Rove, liked to compare his 
boss's candidacy to that of William McKin- 
ley, the president who in 1896 transformed 
the Republicans from a party still fighting 
over Civil War reconstruction into the party 
of the new industrial workers. That gave 
them the upper hand for much of the next 
quarter-century, until the Depression. The 
comparison has now crumbled. 

Mr Bush had hoped to turn the Republi- 
cans into the party of the new economy. But 
he lost California. He lost virtually every 
“new economy centre”, from Boston to Sili- 
con Valley (where all seven congressmen are 
now Democrats). And he lost to Mr Gore 
among the information-economy elite: peo- 
ple with higher degrees, Similarly, Mr Bush 
hoped to broaden the base of the Republican 
Party by extending its appeal to blacks and 
Latinos. That has not happened. 

This does not mean Mr Bush cannot gov- 
ern, nor that his party is doomed to defeat in 
the next elections. But the wilder ambitions 
of the campaign trail may have failed al- 
ready, before his presidency has even begun. 
The question for Mr Bush is how much he 
can save from the wreckage of those hopes. 
———s m 
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Colombia's peace talks 


BOGOTA 


The armed forces, and the irregular armies of both left and right, are all 


stronger than they were two years ago 


NOTHER day, another deadly bom- 
bardment by the guerrillas of the Revo- 
lutionary Armed Forces of Colombia (FARC) 
against an ill-defended town. This time, the 
target was Granada, in the north-west of the 
country, where an assault last week involv- 
ing a car bomb and home-made mortars de- 
stroyed several streets and left 20 dead, 15 of 
them civilians. With no let-up in such at- 
tacks, nor in the kidnappings that help tofin- 
ance them, public support for the stalled 
peace talks with the rarc has reached bot- 
tom. But the peace process, launched amid 
high hopes two years ago, still has one im- 
portant supporter in President Andres Pas- 
trana. He has staked his beleaguered govern- 
ment on its eventual success. And so Mr 
Pastrana continues to resist—but only 
just—a mounting clamour to call the whole 
enterprise off. 

The talks have produced no agreements 
except those on a cumbersome agenda and 
procedures. Last month, the Farc walked 
away from the table, accusing the govern- 
ment of not doing enough to crack down on 
right-wing paramilitaries. Even so, on De- 
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cember 7th, Mr Pastrana announced that he 
would extend the life of the “demilitarised 
zone”, a large enclave turned over to the 
FARC in 1998 to get the talks started. 

This decision, made public less than half 
an hour before the legal authority for the 
zone expired, was hardly a ringing endorse- 
ment for the process. In the past, the zone has 
been renewed for six-month periods; this 
time, Mr Pastrana extended its life only until 
January 31st. If by that time the rARC has not 
shown a more convincing commitment to 
the talks, the pressure on Mr Pastrana to end 
them will be even greater. 

Mr Pastrana is not quite alone in his 
dogged pursuit of peace. He is still backed by 
the political establishment, not just his own 
Conservative Party but also the opposition 
Liberals. After falling out with Mr Pastrana 
earlier this year over the president's ill-con- 
sidered plans to reform Congress, Horacio 
Serpa, the Liberal leader, has drawn closer to 
the government in recent weeks. Mr Pas- 
trana's other main supporters are foreign 
governments. He met a group of ambassa- 
dors just before announcing the renewal of 


the FARC’s zone. “We are in a real crisis,” said 
Jan Egeland, the uN secretary-general's spe- 
cial envoy for Colombia. “But an imperfect 
peace is better than a perfect war.” 

More and more Colombians disagree 
with that view. Private business, whose rep- 
resentatives have taken part in the talks, is 
increasingly sceptical; those who always 
were, such as the cattle-ranchers' federation, 
are now actively opposed to any further 
concessions to the Farc. The public is 
equally disgusted: a Gallup poll last week 
suggested that only 1% wanted the talks to 
continue, and 60% believed the armed forces 
could beat the guerrillas. 

The armed forces themselves, having 
suffered demoralising defeats in the past, are 
now more bullish about 
their military prospects. 
They rely less than they used 
to on ill-trained conscripts. 
Last week, the second of 
three new battalions formed 
with help from the United 
States completed its training. 
Theseunits are due to receive 
dozens of helicopters next 
year under a $13 billion 
American aid package. The plan is that they 
should wrest control of drug-producing Pu- 
tumayo province from the rARC. 

But the FARC, too, is stronger militarily 
than it was two years ago, with more than 
16,000 troops. And so, too, are the right-wing 
paramilitaries of the United Self-Defence 
Forces of Colombia (auc), who now num- 
ber 8,000, up from 4,500 in 1998, according to 
the defence ministry. The paramilitaries de- 
liberately attack unarmed civilians, to cow 
them into denying support to the guerrillas: 
in the first six months of this year, they killed 
512 civilians, compared with 120 killed by the 
guerrillas, according to the government. Yet 
despite, or because of, such brutality, the pa- 
ramilitaries command rising public support, 
especially among a middle class scared by 
the FARC’s growing power. 

The government insists it is fighting the 
paramilitaries, but foreign diplomats as well 
as human-rights groups say it must do more. 
So, unsurprisingly, does the ғавс. Raul 
Reyes, a guerrilla negotiator, complains that 
by extending the zone only until next month 
the government has allowed too little time to 
make the effort against the paramilitaries 
that he says is needed to rescue the talks. 

If the economy were stronger, gloom 
over the fighting might be less pervasive. But 
the twoare intertwined. Economic growth of 
396 or so this year marks a recovery from last 
year's deep recession, but lack of confidence 
deters investment. Unemployment stands at 
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20%. With prices for oil exports falling, the 
government will find it hard to meet next 
year's fiscal targets negotiated with the IMF 
without tough spending cuts. Meanwhile, 
those who can, leave: the Gallup poll found 
41% had considered emigrating, and 60% 
knew someone who had left in the past two 
years. 

Amid such frustration, can the peace 
process stagger on? Ending the demilitarised 
zone in January would drive the rarc back 
to the mountains, and probably postpone 
any renewal of talks for years. But if the zone 
is tocontinue, it will have tooffer some tangi- 
ble benefit to Colombians in general, not just 
tothe FARC. Agreement is said to becloseon а 
limited “humanitarian” prisoner swap: per- 
haps ten sick soldiers and police now being 
held captive by the ғакс, exchanged for 
jailed guerrillas. But the crucial issue is to get 
the talks themselves started again. 

Lurking in the background is a pending 
decision on the zone's legality by Colombia's 
constitutional court, which has a long record 
of misplaced judicial activism. Government 
lawyers argue that the zone is legal as an area 
for peace talks. If none were taking place, 
then the court might order troops to return. 

Colombian presidents are not eligible for 
immediate re-election, so Mr Pastrana is not 
aslave to public opinion. He is likely to do all 
he can to leave the door to peace talks open 
for the ranc. “There is a point where you cut 
your losses and гип. don’t think he is at that 
point yet,” says an official. But unless the 
FARC co-operates, that point may come just 
before midnight on January 3ist. 





Argentina 
Long recession, 
short shrift 


BUENOS AIRES 


HE Alliance government of President 

Fernando de la Rua celebrated its first 
year in office last weekend with little to 
cheer. The coalition is itself moribund since 
the resignation in October of Carlos Alvarez, 
the vice-president, and so too is Argentina's 
economy. "The year 2000 was difficult, not to 
say bad,” Mr de la Rua admitted. 

Will 2001 be better? That depends largely 
on whether a proposed rmr-led loan agree- 
mentsucceeds in its aim of hauling the econ- 
omy outofa recession that has lasted for two 
years. But at least the government has now 
done almost enough to secure the loans, 
which could amount to $30 billion. 

After weeks of wrangling, on December 
12th Congress approved a budget law. The 
government failed to remove regional subsi- 
dies added to the bill by opposition senators; 
nor could it block a clause backed by some of 
its own erstwhile supporters reversing the 
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public-sector wage cuts en- 
acted last May. But Mr de la 
Rua was expected to veto 
those clauses, which could 
add $600m to a fiscal deficit 
now forecast at $6.5 billion 
next year (against an origi- 
nal target of $4 billion). 

The government has al- 
ready agreed with provin- 
cial governors to freeze cen- 
tral-government transfers 
to the provinces. Still pend- 
ing are some tough mea- 
sures to tighten pension 
rules and trade-union 
health schemes, which may 
be imposed by decree. 
Though the loans may not 
be disbursed until the pen- 
sion measure has been im- 
plemented, the rwr made it 
clear that it expects a letter of intent to be 
completed before Christmas. 

In return for these reforms in the public 
finances, the тмғ has agreed to a more re- 
laxed fiscal policy in the short term, in the 
hope that this will bring economic growth. 
That will add to Argentina's growing debt 
burden. But by covering the country's fi- 
nancing needs for next year—which could 
now total some $22 billion—the loan is in- 
tended to eliminate fears of a debt default, 
and thus cut borrowing costs. 

In the weeks ahead, attention will dwell, 
first, on Mr de la Rua’s ability to preserve 
enough of his rapidly disintegrating political 
support to implement the promised struc- 
tural reforms and, second, on whether the 
IMF's proposals manage to produce the 
needed economic growth. If they do, inves- 
tors may relax: with growth of 3%, Argen- 
tina's ratio of debt to GDP might rise from its 
present 55% to a peak of 60% in 2002 before 
starting to fall again, according to Abel Vi- 
glione of Fret, a local economic think-tank. 

But nothing is certain. The government 
had to pay up to 13% to place treasury bills 
this week (though that was less than the 16% 
of last month). Moreover, the rwr has de- 
manded that local banks and pension funds 
must provide up to a third of the loans; that 
will mean the government mopping up at 
least 70% of the credit available locally next 
year, according to Norberto Sosa of Ray- 
mond James, a stockbroking firm. 

Public confidence in Mr de la Rua has 
slumped. Bank deposits fell by $1.5 billion in 
November, the first fall since 1995. But things 
could still get worse. A congressional election 
is due next October. The candidates slates in 
Buenos Aires province are likely to be 
headed by Eduardo Duhalde for the opposi- 
tion Peronists, and by Raul Alfonsin, a for- 
mer president, for Mr de la Rua's Radicals. 
Both men have mused aloud about not pay- 
ing Argentina's debts. 

For succour, Mr de la Rua and Argentina 


Into battle against de la Rua and the IMF 





must look abroad, and pray that a slowing 
economy in the United States will lead to 
lower international interest rates and a 
weaker dollar—to which Argentina's over- 
valued currency is pegged. Both would help 
to make Mr de la Rua's second year much 
easier than his first. 

— 





Mercosur 


Chopping block 


SAO PAULO 


VER sincea Free-Trade Area of the Amer- 

icas (FTAA) was first proposed in 1994, 
both the United States and Brazil have 
known that its final details will come down 
to some hard bargaining between the two of 
them. To increase its firepower, Brazil has 
tried to forge a South American alliance, by 
widening the Mercosur free-trade block, 
which at present joins Brazil with Argentina, 
Uruguay and Paraguay. 

Earlier this year, this strategy seemed to 
be bearing fruit, when Brazil played host to 
the first-ever South American presidential 
summit. But now Brazil's diplomacy has suf- 
fered a setback. Chile, having applied to turn 
its present association with Mercosur into 
full membership, abruptly announced last 
month that it had begun free-trade talks 
with the United States. Desperate for growth 
and investment (see previous story), Argen- 
tina's government is keen to follow Chile's 
lead. It has been chairing the Fraa talks for 
the past year, and says it would like to bring 
forward the agreement's proposed starting 
date of 2005 by a year. Brazil opposes that. 

Chile's decision was not surprising: it 
was first offered free-trade talks by the Un- 
ited States almost a decade ago. And Chile's 
foreign-trade policy, which featuresa flat ta- 
riff of 9% (falling to 6% by 2003), is hardly 
compatible with that of Mercosur. The 
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The Federal Democratic Republic of Ethiopia 2 
: Invites Bidders for the Us 
Management Contract of the Commercial Bank of Ethiop 


The Government of the Federal Democratic Republic of Ethiopia (" The Government") is: seekin 
international firm ("Contractor" or "Bidder" ) to enter into a contract to assume management of the Co 11 
of Ethiopia ("CBE") for a period of three to five years. 


CBE is a state owned bank and currently holds more than 80% of the country's deposits and has assets of over USS3.4 
billion and 171 branches. CBE was created in 1963 out of the split of the State Bank. of Ethiopia into separate central 
and commercial banking operations. CBE had remained the sole commercial bank in Ethiopia for about 14 years until 
the financial markets were opened up to private domestic participation in 1994, In addition to CBE, currently, there 
are two state owned and six private commercial banks in Ethiopia. 


'The key objectives of the Management Contract are to achieve a sustainable improvement in the operational and 
financial management of CBE and to adapt international best practices for the products and: services it delivers. It is 
particularly important that the Contractor develops a competent Ethiopian Management Team ready to take over and 
be able to run CBE, at the completion of the contract. 


CBE has defined its mission, vision and strategic objectives. Recently, it has completed a thorough assessment of its 
operational capacity with the help of the international consultant, Ernst & Young. The study produced a blueprint for 
the operational restructuring of the Bank and is the foundation for the terms of reference for the proposed 
Management Contract. Interested international firms are, therefore, invited to participate in the bid. 


Bid documents can be obtained until January 31, 2001, by contacting the CBE office listed below at a cost. of Birr 
4,200.00 (US$500.00). A bidders’ workshop will be held on February 15, 2001, starting at 9:00 a.m. at CBE’s main 
office in Addis Ababa, Ethiopia. Proposals will not be accepted from bidders who do not attend the workshop. 
Proposals are due by March 30, 2001, at 4:00 PM local time. No bid will be accepted after the deadline. All questions 
regarding the Request for Proposals (RFP) should be made to the Ernst & Young office listed below. The Government 
reserves the right to reject any proposal or cancel the bid altogether. 


Bid documents can be obtained from the Questions relating to the КЕР should be 
following: forwarded to: 


Mr. Zemedeneh Negatu, CPA 

Mr. Samson Assefa Chief Executive Officer 
Commercial Bank of Ethiopia Ernst & Young Africa (Consulting) 
Management Contract Project Office Head Office 
Ethiopian Shipping Lines Building 2nd Floor Africa Ave ~ MEGA Building 7th Floor Suite 702. . 
Addis Ababa, Ethiopia P.O. Box 24875 Code 1000, Addis Ababa, 
Telephone: (251-1-) 15-30-43, Ethiopia 

15-52-51, Telephone: (251-1) 50-49-33 

15-52-61 Fax: (251-1) 50-49-32 or 52-12-97 
Fax: (251-1-) 53-42-27 Email: zemnegatu@telecom.net.et 
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" Brazilopposesa plan to make it 11%. 

: The row has cast a shadow over the 
"twice-yearly summit of Mercosur presi- 
* dents on December 14th and 15th. Not only 
has Mercosur been buffeted by Brazil's 1999 
devaluation and Argentina's recession, but 
<in the past five years the group has made al- 
“most no progress towards scrapping the re- 
maining exceptions to free internal trade, 
|: nor towards consolidating a single market by 
: setting up some permanent institutions. 

Instead, Brazil has often seemed to see 
Mercosur as just a large visiting card to show 
“in its dealings with the outside world, while 
Argentina has been desperate for it to offer 
its firms a larger market. Chile’s president, 
' Ricardo Lagos, says that Mercosur should be 
moving towards much deeper economic 


гапа political integration: “If it's just a trade 


agreement, if we coincide in our trade policy 
. over time, then splendid, but if not, we will 
; maintain our autonomy,” he says. 


Nicaragua 


MANAGUA, 


HE Sandinists threw him in jail six times 
‚ Ж for political agitation, but Agustin Jar- 
quin seems to bear them no ill-will. In fact, 
. he would like to be their presidential candi- 
date. The diminutive, soft-spoken former 
head of Nicaragua's audit office wants to 
; challenge Daniel Ortega, the leader of the 
© Sandinist National Liberation Front (FSLN) 
тапа the country's president during most of 
its u years of Marxist revolutionary rule. 
Then, if nominated, he hopes to defeat Presi- 
dent Arnoldo Aleman's Liberal Constitu- 
tionalist Party—whose government has also 
C thrown him in jail, albeit only once—in next 
ıı November's election. 
a To that end, Mr Jarquin and his So- 
¿ cial Christian Unity party are negotiat- 


nists. But he has not suddenly turned 

Marxist. Rather, this is the only way he 

:.can hope for a serious political career. 

:; TheSandinists and the right-wing Liber- 

vals, for all their ideological differences, 
have a partnership too: earlier this year, 

“they signed a pact to squeeze other par- 

“ties out of politics. 

: The pact gives the two parties joint 
- control of the Supreme Court, the audit 
office and the Electoral Council, Its de- 
clared aim is to save Nicaragua from the 
plague of tiny political parties which af- 

` flicted it in the 1990s. But the upshot, ac- 
cording to Shelley McConnell of the Car- 

олег Centre,an American pro-democracy 
foundation, has been to make it harder 
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_block’scommon external tariff averages 14%: 


ona show of unity this week. On December 
13th, their finance ministers announced tar- 
gets for economic convergence. But fresh 
thinking is needed, now that, for example, 
Brazil's stable and growing economy means 
it has less to fear from the FrAA. This year, for 
the first time since 1994, Brazil’s trade with 
the United States has been in surplus, de- 
spite punitive American tariffs on some of its 
products, such as steel and orange juice. 

If Brazil does decide to change tack, the 
expected retirement next month of Luiz Fel- 
ipe Lampreia, its foreign minister since 1995, 
may provide an opportune moment to do so. 
But there is a hitch. Although George W. 
Bush supports the Fraa, he may find it hard 
to get Congress’s backing for a law granting 
the fast-track authority needed toclose trade 
deals. It would be ironic if the United States 
dragged its feet over the rraa just when 
Mercosur showed signs of urgency. 
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 Democracy's next battleground 


; Cronyism threatens a confrontation with aid donors 


to form a new party in Nicaragua than any- 
where else in Latin America. 

If municipal elections held last month 
are a guide, the presidential vote will be ac- 
companied by arbitrary manipulation. That 
risks tension between Nicaragua and the aid 
donors who are worried about threats to de- 
mocracy in Latin America. 

Of the seven parties that applied, only 
the Liberals were granted official registration 
before the municipal vote. To register, a party 
needs at least 72,000 signatures. In the case of 
the Liberals (who had to apply because they 
had formed part of a coalition in the previ- 





: е Mercosur: presidents have mueh iı in- | 
vested in their block, and will probably put 








ous election), thecouncil checked only afew 


of their signatures against the electoral roll. 
Not so with those for the National Unity 
Movement (MUN) headed by Joaquin Cua- 
dra, a former army commander: for no good 
reason, the court first disqualified the signa- 
tures of all voters registered after 1996, and 
then failed to check the remainder in time. 

Another dubious ruling by the council 
excluded Yatama, a Miskito Indian party 
from Nicaragua's Atlantic coast. In a third 
case, not only did the council block the reg- 
istration of a new party formed by Jose Ant- 
onio Alvarado, a former defence minister 
who had fallen out with Mr Aleman, but the 
courts revoked his citizenship. After the hu- 
man-rights ombudsman backed Mr Alva- 
rado, the government cut the ombudsman's 
draft budget for 2001 by 40%. 

The cronyism between Mr Aleman and 
the FsLn extends to banks. When Interbank, 
a Sandinist-owned bank, collapsed in Au- 
gust, having made dubious loans of some 
$100m, the government covered all. its de- 
posits. Last month, when the government 
took over Bancafe, a stricken bank that 
lacked political links, it refused at first to 
cover deposits ofover 10,000 cordobas ($775), 
though itlater changed its mind. 

All this should be bad news for a country 
trying to enter the Heavily Indebted Poor 
Countries Initiative, a debt-pardon scheme, 
to get relief on its foreign debt of $6.2 billion 
(or 273% of cpr). Among the conditions Nic- 
aragua must fulfil are improved “transpa- 
rency and governability". 

Despite the electoral and banking scan- 
dals, Nicaragua's creditors seem ready to of- 
fer modest debt relief later this month. But 
further help will come only on tougher con- 
ditions—such as holding a democratic presi- 
dential election. That is now in doubt, since 
only parties registered a year in advance of 
the vote are allowed to take part. However, 
after loud protests, the electoral council has 
promised to reconsider the cases of Mr Cua- 
dra's and Mr Alvarado's parties by January. 

Despite their pact, the Liberals and 
the Sandinists are still bitter rivals. 
Whether the rsin can defeat the Liberals 
will depend largely on its candidate. Mr 
Ortega has kept a strong grip on his party 
machine, but many outside its Marxist 
coreare sick of him. 

A moderate. Sandinist, Herty Le- 
wites, won election as mayor of Mana- 
gua, the capital, last month. In all, the 
Sandinists won i1 of the country’s 17 de- 
partments, thanks to other soft-core 
candidates. Some see that as a sign that 
the party has a real chance for the presi- 
dency, though only if—it is a big if—the 
stubborn Mr Ortega can be persuaded to 
make way for someone with wider ap- 
peal. But just as important as who wins 
the election will be the conditions under 
which the vote is held. 
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Can Bibi foi Barak's bid to 


block him? 


JERUSALEM 





Political cynicism, on all sides, is leading to an Israeli election that could bring 


Binyamin Netanyahu back to power 


HEN Israel's. hard-pressed prime 

minister, Ehud Barak, announced his 
resignation on December oth, it was all too 
plain that this was a desperate bid to block 
the right’s resurgent leader, Binyamin Net- 
anyahu, from running against him. But his 
ploy backfired. Mr Netanyahu seems set to 
recapture the leadership of the Likud oppo- 
sition in a primary election on December 
19th. He will then confront Mr Barak for the 
prime-ministership in February. According 
to the opinion polls, Mr Netanyahu will 
trounce Mr Barak, who only 19 months ago 
defeated him by a comfortable 12%. 

Under Israeli law, Mr Barak's resignation 
means new elections, within 60 days, for 
prime minister but not for the Knesset, 
which continues its term. The law restricts 
special prime-ministerial races to sitting 
membersof the Knesset, and Mr Netanyahu, 
who resigned after his defeat, would have 
found himself barred. 

The Knesset, ten days earlier, had passed 
the first reading of a bill to dissolve itself and 
hold a general election. But Mr Barak knew 
that many members who had voted for this 
bill were in-their hearts against it, having 
barely yet. warmed their parliamentary 
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seats. He reckoned that if he could pre-empt 
the dissolution bill by resigning, they would 
beonly too pleased. And although he said he 
would support special legislation to remove 
therestriction thatdisqualified Mr Netanya- 
hu, people presumed he was being disirigen- 
uous, and that the Knesset would eschew a 
constitutional amendment tailored to one 
man's needs. 

"The most cynical ploy in Israeli his- 
tory,” Mr Netanyahu termed. Mr Barak's 
stratagem, urging the Knesset to rise above it 
and continue the dissolution procedure. In 


fact, Mr Barak, political neophyte that he is, : 


underestimated the Knesset's own capacity 
for cynical conduct. Led by the Sephardic- 
Orthodox party, Shas, which supports Mr 
Netanyahu but fears losing votes to the Li- 
kud in a general election, a majority is form- 
ing behind a special "Bibi bill", which is 
likely to become law before the Knesset rises 
attheend of next week. 

Mr Barak followed up his indecorous 
declaration on television with a similarly 
unseemly steamrolling of his Labour Party's 
Central Committee next day to confirm him 
by acclamation as its leader and candidate 
for prime minister. The Knesset speaker, Av- 


"to have to run the country"—a reference to 



































^ Mr Barak to contend їп the election cam 


Ж, 


wryly, in a speech 
Committee on December 12th, that “on the 
morning after the election, someone is going 





Mr Netanyahu's indifferent record as prime 
minister between 1996 and 1999. 
But. Мг Netanyahu nes his answers 
ready. His campaign will project. a “New 
Bibi", matured and chastened by his defe 
and brief sojourn in the wilderness. T 
not free-of fault,” he proclaims. "But Pha 
learned” No. тоге impetuousness,. 
rather sober consultation and deliberate dı 
cision-making. No more high-handedne 
towards coalition partners. and disdain | 
ministers and aides. The new Netanyal 
will be a model of political savoir-fai 
Moreover, the fact that Mr Barak has fall 
so swiftly from favour among his coalitior 
partners апа his own party faithful for 
exhibiting precisely those same qualities 
makes the memory of Mr Netanyahu’ 
rocky first term less embarrassing. 
Above all, though, there is the inescap- 
able comparison between the admittedh 
unedifying state of the nation under Mr Net- 
anyahu and the catastrophic situation to- 
day, 11 weeks into the Al Aqsa intifada. Mr 
Netanyahu is hammering away at the c. 








хану figures (some 35 Israelis have died), and 


at the pervasive sense of personal іпѕеси 


- that has cast the nation into a profou! 


palpable depression. Mr Barak made rec 
less concessions to the Palestinians at C. 


"David, he declares, and their only reply was 


violence. His policies would restore Israel's 
deterrent power, deflate the Palestinians 
expectations, and restore the: peace proce 
to measured progress based on "caütión à 
reciprocity". 

Labour and its allies retort, with justice, 
that Mr Netanyahu's policies poisoned anc 
paralysed the peace process. But without - 
some visible and credible co-operation from 
the Palestinian side, it is going to be hard fo 





“paign that his own peace policy holds out : 
hope of success. This week, an Israeli news- 
paper, Haaretz, reported stirrings of eriti- 
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cism within the defence establishment over 
theexcessiveness of some of Israel's reprisals. 

An international commission of inquiry 
into the violence, led by George Mitchell, a 
former American senator, began its mission 
this week, conferring with Mr Barak and 
Yasser Arafat on December nth. The Israeli 
government had been chary about it earlier, 
but Mr Barak gave it a warm welcome. Per- 
haps he hopes Mr Mitchell can bring the 
calm he needs if he is to persuade the voters 
that things will eventually get better. 


- 





The Palestinians 


Оп your own 


EAST JERUSALEM 


WICE in the past four years, Yasser Ara- 

fat has done his bit in an Israeli election. 
In 1996, he tried to help Shimon Peres to the 
prime ministership by rounding up hun- 
dreds of Palestinian suspects with some al- 
leged link to the suicide-bomb attacks in Is- 
rael. In 1999, he helped Ehud Barak by 
drawing back from his pledge to declare a 
Palestinian state. Now, he is being told that 
Mr Barak's best chance of re-election in the 
coming poll is to clinch a peace agreement 
with the Palestinians. But this time Mr Ara- 
fat, publicly at least, seems unimpressed. 

“It means peace talks will stop until the 
elections are over,” said Mr Arafat on hear- 
ing that Mr Barak had resigned as prime 
minister. “The truth is", he added, “we donot 
believe in his ability to make compromises 
that are acceptable to us.” 

A prime reason for Mr Arafat's disen- 
chantment is the intifada and Israel's reac- 
tion to it. In the past 11 weeks, Israeli soldiers 
and settlers have killed 273 Palestinians from 
the occupied territories (plus 13 Israeli Arabs) 
and wounded over 10,000. The government 
has imposed a blockade that slices the Gaza 
strip into six separate enclaves, and the West 
Bank into 24, costing the Palestinian econ- 
omy $505m, according to the latest UN report. 





Cool Palestinian eyes on Israel’s imbroglio 
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The severity of Israel’s retaliation is un- 
matched by any previous government, La- 
bour or Likud, and few Palestinians are now 
prepared to acknowledge a difference be- 
tween the two Israeli parties. 

This sums up the Palestinians’ dilemma. 
Mostof them accept that at the Camp David 
summit last July Mr Barak went further than 
any other Israeli leader in the proposals he 
suggested for solving the conflict. But, say the 
Palestinians, these proposals remain in the 
realm of ideas. On the ground, Mr Barak was 
no better, and in some ways worse, than his 
unlamented predecessor and possible suc- 
cessor, Binyamin Netanyahu. 

On December 4th, Israel’s Peace Now 
movement released its latest report on settle- 
ment construction in the occupied territo- 
ries. In his first 18 months in office, Mr Barak 
had built 2,830 new units in the West Bank 
and Gaza and increased the settler popula- 
tion by 13,000 to a total of 195,000, excluding 
the 180,000 Israelis who live in occupied East 
Jerusalem. Peace Now's settlement expert, 
Amiram Goldblum, concluded that in such 
matters as issuing building tenders, or be- 
stowing economic privileges on the settlers, 
there had been no difference in Mr Barak’s 
and Mr Netanyahu’s policies. 

The one difference, say the Palestinians, 
is that Mr Netanyahu was lambasted for 
these policies while Mr Barak has continued 
them with barely a murmur of disapproval. 
For this reason, there are Palestinians who 
genuinely believe that a victory for Mr 
Netanyahu, or for Likud's present leader, Ar- 
iel Sharon, would be better for their cause 
than another dose of Mr Barak. 

It is unclear whether Mr Arafat sub- 
scribes to this view. His apparent reluctance 
to bale out Mr Barak stems rather from the 
fact that he has heard nothing from him that 
would make it worth his while. Just before 
his decision to call an election, Mr Barak 
dusted down the old idea of a “long-term in- 
terim agreement” with the Palestinians as a 
prelude toa final one. Israel would recognise 
a Palestinian state and pull back from an- 
other slice of the West Bank. The contentious 
issues of Jerusalem and the 
right of return for Palestin- 
ian refugees would be de- 
ferred to another day. 

But it turned out that 
Mr Barak was contemplat- 
ing withdrawing from no 
more than another 10% of 
the territory, which would 
leave the Palestinians in 
full and partial control of 
only half the West Bank. “It 
is actually the same agree- 
ment Ariel Sharon offered 
us in 1998,” says one of the 
Palestinian negotiators, 
Yasser Abed Rabbo. 

After his resignation, 
Mr Barak was not much 


more forthcoming. Although he said he was 
“looking all the time for a way to renew the 
negotiations," his suggestions did not appeal 
to the Palestinians. In any final agreement, 
he said, Israel would annex “80% of the set- 
tlers in Judea and Samaria”. 

The Palestinians calculate that this 
would amount to much the same as the Is- 
raeli-proposed deal they refused at Camp 
David: a state in less than 90% of the West 
Bank, divided into two or three cantons. At 
Camp David, the Americans had bettered 
this suggestion with a proposed deal of 92%. 
The Israelis had said they would consider 
that if the Palestinians did. But both percent- 
ages were unacceptable to the Palestinians, 
whose counter-offer was 97%. Now, given 
the sacrifices and the temper of the uprising, 
the Palestinians are even less likely to be 
tempted by Mr Barak’s latest suggestion. 





Arab intifada 


The armchair 
version 


CAIRO 


HERE is no escaping the intifada this 

Ramadan, the Muslim month of fasting. 
Arab popular culture is carrying the 11- 
week-old Palestinian uprising far from the 
scarred streets of Gaza. While pop songs and 
poetry mourn its martyrs, salesmen exploit 
the drama to push their wares, and mouse- 
pad warriors raid enemy camps on the 
World Wide Web. 

Fruit vendors in Cairo have named a 
strong-tasting new variety of date—the tra- 
ditional food for breaking the daily fast—the 
Intifada. Beirut rug merchants are flogging 
Star-of-David doormats. Their proud own- 
ers will be able to stomp on the enemy sym- 
bol when they feel the urge. And buyers of 
traditional Ramadan lanterns may now 
choose Chinese-made models shaped like 
the Dome of the Rock. Push a switch and the 
gadget emits a few soulful bars from the clas- 
sic song of Fairouz, a Lebanese diva, lament- 
ing Israel’s capture of Jerusalem in 1967. 

The singing lanterns compete with a 
gush of new releases on the same theme. 
These range from “Ya Quds" (O Jerusalem), 
sung by an Iraqi heart-throb, Kazem al- 
Saher, to "Ala Babal Quds" (At the Doors of 
Jerusalem), crooned by Egypt's Hani Shaker, 
to a hit single by two Egyptian starlets who 
berate Arabs for failing to match words of 
support for the intifada with deeds. To un- 
derline the message, the proceeds of their 
song are being donated to the Palestine Red 
Crescent, and its accompanying video fea- 
tures varied Israeli acts of nastiness. 

Such images have grown increasingly fa- 
miliar. A favourite is the painfully graphic 
sequence, captured by a French cameraman 
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in Gaza during the first days of the intifada, 
of the death of 12-year-old Muhammad 
Dura under a hail of Israeli gunfire. His trag- 
edy graceseverything from billboards in Da- 
mascus, where an advertising agency dis- 
plays its solidarity, to the cover of a hastily 
assembled album of Lebanese "resistance" 
songs titled “The Scream of a Stone". 

It also forms the subject of a singing of- 
fensive by a medley of 25 Egyptian stars, 
with the chorus, “Even if millions of us die, 
Jerusalem will again be ours." Less bombas- 
tic versifiers have taken up the theme, nota- 
bly Mahmoud Darwish, the Palestinians’ re- 
vered poet laureate, whose poem carries 
echoes of Goethe: “Muhammad nestles by 
his father’s breast, a bird afraid of the infer- 
nal sky. Father protect me from the upward 
flight! My wing is weak...the light is black.” 

Words of sympathy have not satisfied 
some armchair intifadists. In a new twist to 
the conflict, computer hackers have been 
waging war directly. Since the outbreak of 
the intifada, over 100 Middle Eastern web- 
sites have been defaced or knocked out of 
action by spamming—being jammed with 
thousands of hostile messages. So far the 
score is fairly even. 

Israeli hackers managed to take over the 
Hizbullah website, planting an Israeli flag on 
the Lebanese guerrilla group’s home page. 
Then the Lebanese army found its Internet 
pages were Israeli-occupied territory. Pro- 
Palestinian cyber-warriors have success- 
fully attacked sites such as those of Israel's 
Foreign Ministry and central bank. In the 
biggest victory to date, a hacker penetrated 
the website of arrac, Israel's powerful lobby 
in America. He extracted credit-card in- 
formation on 700 donors and published 
their financial details on the web. An Israeli 
site devoted to "soldiers of the Intemet" now 
posts a list of Arab "sites to kill". In response, 
Palestinian hackers are distributing a range 
of viruses and other Internet weaponry. 





Libya 


Welcome mat 


TRIPOLI 


OU don't have to buy Colonel Muam- 

mar Qaddafi's Green Book to learn the 
Libyan leaders economic thoughts. The 
walls of Tripoli—street hoardings, airport 
lounges, hotel lobbies and government 
buildings—are plastered with his sayings. 
Samples of these include “Allowing profits 
means allowing exploitation" and “А man 
cannot be free if he lives in property he does 
not own, even if it is rented". Since Libya is 
run on the basis of the master's tenets, the 
public sector dominates the economy, priv- 
ate business suffers from myriad restric- 
tions, and rent is not allowed. 

Nevertheless, the colonel was on hand 
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Under the eye of the master 


last month to reassure foreign businessmen 
at an investment conference in Tripoli that 
their assets would be safe in Libya. There was 
no scope for nationalisation, he told them, 
because everything was already owned by 
the people. Even if this reasoning was not 
wholly reassuring, the message came 
through loud and clear that Colonel Qaddafi 
and his ministers wanted foreign invest- 
ment and would make an effort to create the 
right conditions for it. 

Libya’s development plan for the next 
five years calls for $35 billion in investments, 
30-40% of which are being sought from priv- 
ate investors, mainly foreigners. Much of it is 
intended for the oil and gas industry, the 
source of almost all foreign revenue. But the 
Libyans also want foreign capital to improve 
their infrastructure. Vast projects to do with 
transport, power generation and telecoms 
should be on offer soon. 

Businessmen at the conference heard 
that they would be welcome to come in as 
partners of existing state-owned companies 
that need fresh capital, or to start up their 
own ventures. Libyan officials talked about 
the need for technology transfers, training 
the workforce and opening up export mar- 
kets. They also want to develop tourism. 
With its long Mediterra- 
nean coast and wonderful 
Roman antiquities, the 
country has plenty to at- 
tract beach bums and cul- 
ture buffs if they can stom- 
ach all the revolutionary 
rhetoric and forgo alcohol. 

Is it all too ambitious? 
Libya continues to be seen 
as a high-risk country with 
an arbitrary leader and a 
bewildering bureaucracy. 


Libya’s GDP 
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Down and up with oil 


% change on year earlier 
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oil and gas will continue to excite interest. 
The oil industry has always been sensibly 
run, and the absence of competition from 
the Americans, who are barred by their gov- 
ernment's unilateral sanctions, is an added 
bonus for the Europeans and Asians who 
now flock to the country. Big infrastructure 
contracts, too, may lure foreign companies. 

Although officials at the conference paid 
lip-service to the domestic private—sorry, 
“national”—sector, there was no attempt to 
introduce Libyan businessmen to their for- 
eign counterparts or to highlight any local 
ventures. Entrepreneurs are treated, at best, 
with ambivalence. Their presence is ac- 
knowledged as lightening the load on the 
state, but Colonel Qaddafi is wary, con- 
cerned lest a vigorous business lobby might 
lead to political challenges. “The private sec- 
tor is now tolerated, whereas in the past it 
was forbidden, but there is no clear policy to 
encourage it,” says a western diplomat. 

The colonel often tells Libyans that they 
should strike out on their own. At the same 
time, restrictions ensure that private enter- 
prise does not lead to riches. Laws passed 
this year make it even harder for Libyans to 
set up the only kind of company allowed. 
This requires a minimum of 500 sharehold- 
ers and a capital of no less than 1m dinars 
($550,000). No one is allowed to own more 
than 5%of the shares. The law is to be applied 
retroactively to companies established be- 
fore it came out. 

This sort of rule means that the private 
sector remains stunted, largely confined to 
small family businesses involved in import 
trading. Even then, businessmen have been 
subject to the attentions of the dreaded 
“purification committees”, which have been 
known to shut down shops on the pretext 
that they did not conform to the law. The 
committees have been in abeyance for some 
years but they have not been disbanded. 
Disillusioned Libyans say that they pursue 
only those who lack powerful connections 
to the regime. 

With Libya’s youthful population set to 
double in the next 25 years, job-creation is a 
driving force behind the campaign to attract 
foreign capital. Life is less easy than might be 
expected in an oil-rich state with a govern- 
ment that subsidises food, health and edu- 
cation. The state undertakes to employ all 
graduates but has been 
struggling to find jobs for 
the 30,000 new ones every 
year. People find that they 
have to have two jobs; if 
they marry, they need the 
cash to buy a flat outright. 
At an Internet café, three 
young engineers insisted 
that they needed the secu- 
rity of public-sector em- 
ployment, plus a second 
job to make ends meet. 
——n 





But there is no doubt that its 
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Ghana 


Taking part 


ACCRA 


Y NOON, the sun was hot and the 

queues long. Outside a decrepit cinema 
in Accra's Nima district, the would-be voters 
were getting cross. The polling booths were 
inside the cinema foyer which, in contrast to 
the glaring sunshine in the street, was in Sty- 
gian gloom. Transparency, one of the watch- 
words of this election, was lacking. 

"They go stuff the boxes in there,” 
shouted one man. Others stepped forward 
toremonstrate fiercely with the presiding of- 
ficer to force him to move the ballot boxes 
into the sun. The queue began to dissolve 
into a crowd. The riot police roared up, guns 
at the ready, and the crowd fell back threat- 
ening to turn into a mob. But with the police 
came a man in uniform who took com- 
mand. (He later turned out to be the deputy 
head of the prison department.) He listened 
and pronounced. The ballot boxes were to be 
moved out of the cinema. Democracy must 
beseen to be done. The crowd quietened and 
gradually it became a queue again. 

Ghana's election on December 7th was 
tense. Nearly 80% of the eligible voters took 
part and the outcome was far from certain. 
But taking part did not just mean voting: 
people wanted to see the procedure work. At 
the end of the day, when the ballots were re- 
moved from the transparent boxes to be 
counted at the polling stations, crowds gath- 
ered to affirm the numbers, chanting them 
inechoas the officials called the results. 

Conscious of their own difficult past—20 
years ago Ghana was an economic basket- 
case—and worried about what is happening 
to some of their neighbours, such as Cóte 
d'Ivoire, Ghanaians wanted to keep their 
election peaceful. The security forces also 
seemed determined to keep it clean. In East- 
ет Province, a candidate for the leading op- 
position party, and some 50 of his party offi- 
cials, were arrested on election-eve and 
taken to Accra for questioning. But at 2am 
the next day, representatives of the Electoral 
Commission went to the police station to 
identify them, and the police drove them 
home in time for the opening of the polls. 

Only at Bawku, in the far north-east, did 
the election get out of hand. At least ten peo- 
ple died there in a battle between two ethnic 
groups involved in a long-standing land dis- 
pute. Elsewhere a few administrative cock- 
ups led to scuffles, but no evidence of sys- 
tematic malpractice has yet been revealed. 
When the Supreme Court ruled, at the last 
minute, that the old thumb-print identity 
cards were as valid as the new photograph- 
carrying cards, many feared it would open 
the way to multiple voting. It did not: the 
numbers suggest little fraud. 

Invigilation was reinforced by an army 
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of reporters from local radio stations who 
whizzed around the polling stations asking 
tough questions of officials and voters, 
broadcasting every irregularity and pecu- 
liarity. Sometimes, their broadcasts brought 
election and security officials scurrying in to 
head off a potential problem. Live radio, it 
turned out, is a better and cheaper moni- 
tor of the honesty of African elections 
than the local and international observer 
teams, whose reports will emerge only 
after the battle has been lost and won. 

The result, in fact, was a cliff- 
hanger. A huge throng gathered at the 
weekend in a parade-ground in Ac- 
cra, known as Independence Square, 
to watch the results being chalked up 
on a blackboard as long as a football pitch. 
Of the 200 seats in the assembly, the op- 
position New Patriotic Party (NPP) won 99, 
while the ruling National Democratic 
Congress (NDC) won 92. Seven ministers 
lost their seats. 

In the presidential election, the NPP's 
John Kufuor got 49% of the votes, while John 
Atta Mills of the npc, President Jerry Raw- 
lings’s anointed successor, got nearly 45%. 
That means they will face each other again in 
a run-off on December 28th. Mr Kufuor, 
however, is already behaving like a presi- 
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Going to a ball or a ballot? 


dent-elect, since four of the other candidates 
have said they will urge their supporters to 
vote for him in the second round. In a states- 
manlike way, he has promised to form a gov- 
ernment of national unity. 

п 








Nigeria's democracy dividend 


LAGOS 


LUSEGUN OBASANJO got an early 

Christmas present on December 
13th, when the Paris Club of international 
creditors agreed to reschedule $23.4 bil- 
lion of the country's $33.5 billion foreign 
debt. So long as his government continues 
to be blessed by the rr, it will get a grace 
period of three to ten years, depending on 
the category of debt. And the country’s 
payments next year have been reduced to 
a relatively modest $1 billion. 

Nigeria is Africa’s most populous 
country and home to some of its poorest 
people. But it also earned more than $280 
billion from oil sales over the past 30 years, 
money that vanished during the years of 


Big spenders, the army men 
Nigeria's external debt as % of GDP 
end period — -160 























corruption and mismanagement under 
military rule. Mr Obasanjo, who wasonce 
a military ruler himself but was elected 
presidentlast year asacivilian,claims that 
his government is more open and more 
committed to reform than that of any of 
his predecessors. 

Naturally enough, Mr Obasanjo sees 
the Paris Club agreement as a vindication 
of the measures his government has intro- 
duced, including greater openness and 
some privatisation. But progress on pri- 
vatisation, particularly in telecoms and 
power generation, has been slower than 
many would have liked. The mmr chief in 
Nigeria, Reinold van Til, has welcomed 
the rescheduling agreement but gives 
waming that there should be “по more 
slippages in the timetable." 

Despite the rise in the world price of 
oil, Mr Obasanjo had argued, earlier in the 
year, that Nigeria could not meet the re- 
payments on a debt mountain that 
amounts to more than 75% of Gp». It was a 
choice, he implied, of repaying the debt or 
building roads, schools and health clinics. 
On the other hand, debt relief would al- 
low him to give the long-suffering Nige- 
rian public a “democracy dividend", a 
sign that something is at last going right 
now that military rule has come to an end. 
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EUROPE 


It's the same old Italy 


ROME 


Italy sorely needs electoral and other kinds of reform—but is highly unlikely 
to get them before the general election due next year 


peus Italy is excited about next 
springs general election, expected on 
April 29th. It should not be. Having a young, 
liberal candidate (Francesco Rutelli, mayor 
of Rome, who willlead theleft) and churning 
out grandiose plans for the country (Silvio 
Berlusconi and his allies on the right do 
nothing else these days) is not enough. To 
work, democracies need basic rules. And in 
Italy some of these rules are worn out, or ab- 
sentaltogether. 

Five years ago everybody agreed that 
several things had to be done, subito. Italy 
needed a new electoral law, and possibly a 
constitutional amendment to make it less 
easy to bring a government 
down without an alternative 
to put in its place; a law to reg- 
ulate conflicts of interest; and 
a framework for devolution, 
to counter secessionist trends. 
What happened? Nothing. 

Italy will go to the polls 
with the same old electoral 
law, which lets dozens of par- 
ties into parliament—over 40 
at the last count. The next gov- 
ernment will therefore be sub- 
ject to blackmail, as every gov- 
ernment has been since 1945; 


Root for Rutelli... 


the early 1990s, and only a quarter of the 
seats in parliament are now allocated by 
proportional representation. But bad habits 
havecrept in again. Before a general election, 
parties in each coalition divide constituen- 
cies among themselves. Let's say party x 
picks Mantua; its candidate there will be 
supported by the whole coalition. But if he 
wins the seat, his loyalty goes to party x, not 
to the coalition. The result is that small par- 
ties have enough strength (and seats) to make 
and break governments. 

That happened in 1994, when the some- 
time-separatist Northem League dumped 
Mr Berlusconi after a few months; and again 


Who's winning? 
Will you vote for...? 
96 


a small change into the constitution: that 
parliament could not dismiss a government 
unless a new one was to hand. This was sup- 
posed to make small parties more responsi- 
ble. Well-meaning people forgot that in or- 
der to change the constitution you need an 
absolute majority of all seats in both cham- 
bers, which is bound to entail cross-party 
agreement. That, too, failed to happen. 

And what about conflicts of interest? 
New rules were deemed necessary by every- 
body, including Mr Berlusconi and his sup- 
porters. The lower house, three years ago, ap- 
proved a mild law by a huge majority. Since 
then, it has been stuck in the Senate. The right 
says itis the left’s fault, and vice versa. 

Even when a solution to some problem 
seems to be at hand, love of the status quo 
prevails. Take the state television service, RAI. 
Many, including Mr Amato, think the two 
market-oriented channels, Raiuno and Rai- 
due, ought to be privatised. But both left and 
right oppose the idea. The current duopoly, 
in which the right (Mr Berlusconi) owns 
private television and the left controls most 
public television, is too cosy. But if Mr Ber- 


Do you approve of...? 
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likely to form a coalition 
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in the past four years there 
have been five governments 
and three prime ministers. The conflict of in- 
terest involving Mr Berlusconi, a media ty- 
coon, is unresolved—and he seems likely, 
according to pollsters, to be the next prime 
minister. Northern regions want devolution, 
andare becoming restless. 

How could things have been left to drift 
so badly? For a variety of reasons. Many top 
politicians are selfish and short-sighted (not 
an exclusively Italian failing); small-party 
leaders are understandably happy with the 
status quo; and, worst, the public has grown 
indifferent. When Italians were given the 
chance to shake things up in last spring's ref- 
erendums, most stayed at home, as in- 
structed by Mr Berlusconi, among others. 
Mostof the political establishment smiled. 

Start with the electoral law. Italy intro- 
duced a mostly first-past-the-post system in 
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in 1998, when the (unreformed) Commu- 
nists sank Romano Prodi. Even when they 
do not go that far, small parties can corner 
the prime minister, who becomesa full-time 
fireman among burning ambitions and 
flaming rivalries. Giuliano Amato is finding 
thejob pretty thankless at present. 

In order to pass a new electoral law, spe- 
cial parliamentary committees were set up, 
ministers appointed, pundits consulted. 
Dozens of proposals were made and endless 
debate followed. Mr Berlusconi changed his 
mind several times. Massimo D'Alema, an 
ex-Communist who was prime minister un- 
til this spring, lost face and his job. In the end, 
nothing happened. Italy has the same elec- 
toral law. Whoever wins next year could 
well be in trouble from day one. 

Well-meaning people proposed to write 


*Ex-communists 
'Centre-right coalition of Forza Italia, the Northern 


..or back Berlusconi? 





lusconi wins next spring, he will then control 
all of television. He may decide to sell part of 
his Mediaset empire, and his supporters say 
he will not meddle editorially. But even if 
that proved true, it would surely be danger- 
ous to rely on the goodwill of one man. 
Devolution—“federalism” in Italy—has 
met a similar fate. There was broad agree- 
ment, but the reform is stalled. As a result, 
rich northern regions have become restless, 
whereas poorer southern ones such as Sicily 
abuse their autonomy in time-honoured 
undemocratic fashion by handing out fa- 
vours and spending too much. In October, 
the regional authority of Veneto, the hinter- 
land of Venice, said it would hold a referen- 
dum on whether it should have more power 
over police, health and education; it also un- 
veiled a charter that would have given it 
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EN years 


EUROPE 


more of a say in foreign policy. Last month, 
Lombardy announced plans to introduce 
"school coupons", so that families could use 
their tax money to choose their children's 
education. The government in Rome 
blocked all these proposals, the usual rum- 
pus followed, and nothing changed. 

President Carlo Azeglio Ciampi, is wor- 
ried by the sight of all these big reforms 
stalled. But his powers are limited, and 
moral authority is not enough. In theory, 
parliament could still act before the spring, 
but it is unlikely. Meanwhile, Italy drifts. 


m 





Spain 
United, for now 


MADRID 


T ONE, for once: Spain's governing Peo- 
ple's Party (рр) on the centre-right and 
the main oppposition party, the Socialists, 
this week agreed to co-operate against 
Basque terrorism. They say they will liaise on 
measures to counter the gunmen of eta, the 
lethal Basque separatist group, and promise 
not to make capital out of the issue. But it is 
unclear whether, in the Basque region, they 
might ever £o so far as to share power. 

The accord is much in line with one 
signed in 1988 by all significant parties except 
ETA's political wing. But the new deal refers 
only to the "defeat" of the terrorists; unlike 
the old one, it makes no mention of talks. It 


insists that the constitution is the framework 
in which all political forces must operate, 
and justifies harsh legal measures against 
thegunmen and those who back them. 

Thatisthelineofthe prime minister, Jose 
Maria Aznar: no political concessions for 
peace; let police, courts and public revulsion 
do the job, as they can; and let Basque na- 
tionalists pursue their ambitions within the 
1978 constitution, which gave the Basque re- 
gion a wide measure of autonomy but made 
no provision for independence. 

The pact also refers specifically to the 
Basque Nationalist Party (PNv), the region's 
main (and non-violent) nationalist party, 
and its attempt to end terrorism by working 
jointly for an independent state with ЕТА 
political front. That deal, reached in 1998, led 
toa14-month ceasefire, and one meeting be- 
tween the government and ETA spokesmen. 
Nothing came of it, though, and last January 
ETA began killing again. This week it blew up 
a pp councillor in Catalonia. 

The new accord urges the env and a 
smaller nationalist party to sever all links 
with ЕТА and its political wing “formally and 
definitively”. Then, it says, they would be 
welcome back in the fold. The PNv and the 
Catalan nationalists, who both joined in the 
1988 accord, feel badly snubbed. The two 
bigger parties have pointed out that be- 
tween them they speak for 80% of Spaniards, 
who have had enough of violence. 

The deal follows ErA's murder of a for- 
mer Socialist cabinet minister in Barcelona 
last month. His death brought close to 1m 


people to protest on the streets in that city 
alone. They did not just condemn violence 
but demanded dialogue. Mr Aznar has re- 
sponded—by dialogue with just one party. 
That is not what many of the protesters 
meant. But the deal also enables the Social- 
ists’ new leader, Jose Luis Rodriguez Zapa- 
tero, to look both statesmanlike and tough 
on terrorism, as many of his voters wish. In 
the past, his party has joined the pnv in gov- 
erning the Basque region. He insists that the 
new accord is not a preamble to the forma- 
tion of a purely rr-cum-Socialist govem- 
ment there after the next regional election, 
which will probably come early, next year. 
Mr Aznar has repeatedly said it is time to 
oust the pnv, which has ruled the region ever 
since it got autonomy. However, Mr Zapat- 
ero, his anti-terrorist credentials reinforced, 
may find it easier to justify his local wing 
teaming up with itonce again. 
—n 





Romania 


Gulp 


BUCHAREST 


ITHacollective shrug, the Romanians 

this week reinstalled an ex-commu- 
nist, Ion Iliescu, as their president, and re- 
jected a rival candidate from a far-right 
nationalist party. In the first round of the 
presidential election, and in the accompa- 
nying parliamentary one, the nationalists 





DUBLIN 


OT surprisingly, Ireland’s biggest 
give-away budget pleased the politi- 
cians more than it impressed the econo- 
mists—not least the president of the Euro- 
pean Central Bank, Wim Duisenberg. Last 
September Mr Duisenberg criticised the 
Irish government for failing to tackle infla- 
tion. He has strongly advised Ireland, as a 
euro-zone member, to 
adopt a much tighter bud- 
getary policy. But in pre- 
senting his budget for 2001 
on December 6th the Irish 
finance minister, Charlie 
McCreevy, ignored the 
Dutchman’s advice and 
shrugged off similar 
warnings from both the 
IMF and the OECD. 
Ireland'sis still the ки» 
fastest-growing economy. 
But even though Mr 
McCreevy has planned 
for a record fiscal surplus 
of €3222m ($2,826m). or 








McCraves your vote 


Ireland's risky budget 


3.3% of бмр, this will slow the current 
breakneck 9% rate of growth only slightly. 
The finance minister's tax-cutting bud- 
get a year ago helped the government agree 
with employers and trade unions on a Pro- 
gramme for Prosperity and Fairness, 
known as the rrr. This repeated a success- 
ful formula, pioneered in 1987, by which 
tax cuts were traded for low 
nominal increases in pay, 
both to maintain competi- 
tiveness and to bolster 
workers real take-home 
pay. But this year, quite un- 
expectedly, it came unstuck. 
Rising oil prices and a 
weak euro sent Irish infla- 
tion soaring to 7%, nearly 
three times the Eu average. 
As inflation eroded the 
value of the agreed pay rises, 
the unions rebelled. A rash 
of strikes and stoppages saw 
trains halted, airliners 
grounded and teachers 
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abandoning the classroom for the picket 
line. The rrr gradually unravelled. 

Days before the new budget, the ppr’s 
pay terms were renegotiated, but the trade 
unions said they would suspend final 
judgment until Mr McCreevy had shown 
his hand on taxes. He did not disappoint 
them, delivering some €2.6 billion in tax 
cuts and welfare increases, more than 
enough to win union endorsement both 
for the budget and for the renewal of “so- 
cial partnership". j 

The question now is whether even this 
revised agreement will hold. Much de- 
pends on how the government tackles the 
dispute with the country’s secondary- 
school teachers. They want a 30% pay rise, 
and threaten to take tougher action togetit; 
that could put the country’s public exami- 
nations in jeopardy later in the year. But, 
since the teachers’ union has opted out of 
thesocial-partnershipscheme, the govern- 
ment cannot offer it better pay terms than 
those available within the prr. At least, it 
cannot do so without wrecking the pay 
agreement Mr McCreevy's expansionary 
budget was designed to secure, stoking up 
inflation and putting Mr Duisenberg into 
another steaming Irish stew. 








62 


THE ECONOMIST DECEMBER 16TH 2000 





Iliescu's as gleeful... 


had done well. But the run-off vote on De- 
cember 10th gave victory to the elderly Mr Ili- 
escu, leader of the post-communist Social 
Democrats and president from 1989 to 1996, 
with a sweeping 67% of the vote. 

The big losers two weeks ago were the 
ruling parties of the moderate right. They 
were barged out by the ultra-nationalist 
Greater Romania Party of Comeliu Vadim 
Tudor, which became the second-largest in 
parliament. Mr Tudor, who blames the 
country's ills on Gypsies, Jews and ethnic- 
Hungarians, appeared to benefit from a 
widespread protest by voters unhappy with 
economic stagnation. He had hoped that the 
momentum would give him the presidency. 

But his extremist views, and the risk of 
Romania being shunned by the European 
Union, encouraged voters to turn their backs 
on Mr Tudor and plump for Mr Iliescu in- 
stead. Neither man inspired great enthusi- 
asm: a leading newspaper described the 
run-offasa choice between aips and cancer. 

The new president is burdened by his 
poor record in office. He ruled Romania 
from Nicolae Ceausescu's downfall in 1989 
until 1996, but did little to reform the coun- 
try's economy. He also failed to tackle cor- 
ruption. Most Romanians got even poorer. 

Can he do better in his new four-year 
term? Maybe. His chief ally will be the 
youngish Adrian Nastase, the new prime 
minister, a fellow Social Democrat who 
stands closer to the centre than Mr Iliescu. 
The government Mr Nastase forms will de- 
pend on co-operation with the depleted 
centrists in parliament, sincea coalition with 
Mr Tudor's lot has been ruled out. He must 
also deal with various party grandees who 
served in the Social Democrats' ineffective 
previous term; many of them still expect a 
cabinet job. 

But relations between president and 
prime minister could be testy. In public, Mr 


THE ECONOMIST DECEMBER 16TH 2000 


Iliescu shows little warmth towards Mr Nas- 
tase, whose first action was to name Roma- 
nia's long-serving ambassador to the United 
States as foreign minister. Such efforts to give 
the government a pro-western tilt may not 
please the president. Mr Iliescu likes to talk 
about renationalising some of the few 
industries that have been privatised, espe- 
cially those where corruption is endemic. 

But tying Romania to the rest of Europe, 
especially by joining the Eu, is both men's 
goal. Mr Nastase suggests 2007 as a plausible 
date for Romania to enter the club, although 
he admits there are big obstacles to over- 
come. A recent Eu report said that Romania 
had failed to develop a market economy and 
was falling behind its neighbours, notably 
Bulgaria. Still, in an effort to change his (and 
Romania’s) reputation for command-style 
economics, Mr Iliescu is making friendly 
noises to the mF and the World Bank. 

The immediate problem is to cope with 
the winter. After years of misery, Romania's 
economy is expected to grow this year by a 
mere 2%. Inflation is nudging 40%, the aver- 
age wage is only $100 a month. Millions of 
Romanians cannot afford to heat their 
homes properly. Mr Nastase cannot easily 
find the money to subsidise heating costs. He 
will find it hard to cut back quickly on other 
public spending, although there are plans to 
slim the civil service and to have fewer gov- 
ernment offices and official cars. With the 
black economy worth roughly half the 
country's GDP, is it hard to get more tax 
money into the coffers. The election's victors 
areentitled to gulp at what they inherit. 

a 





Russia 


The very long 
arm of its law 


MOSCOW 


IRST a Chilean ex-dictator, now a Russian 
tycoon: never a dull moment, it seems, for 
Spain'sextradition court. The latest case con- 
cerns the former owner of Russia's main in- 
dependent media empire, Vladimir Gus- 
insky. Russia wants him extradited on fraud 
charges. Spanish police, acting on an Inter- 
pol warrant, duly nabbed him this week. 
*You are making a big mistake," Mr Gu- 
sinsky reportedly protested to the police tak- 
ing him from his house in the southern 
Spanish resort of Sotogrande. “I am a friend 
of Bill Clinton." The claim to friendship is 
dubious, though the American president has 
been interviewed on Mr Gusinsky's radio 
station. But there is much less doubt about 
his enemies—such as Russia's president, 
Vladimir Putin. 
In recent months Mr Gusinsky and his 
media company have faced a barrage of 
intimidation from the authorities. In the civil 
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...88 Gusinsky is glum 


courts, he was sued by Gazprom, the na- 
tional gas company, over a $300m loan. He 
spent four days in prison on flimsy-sound- 
ing firearms charges, and was let out, in a 
deal brokered by the government, only 
when he agreed to hand over a majority 
stake in his media empire to Gazprom. 

For now, NTV, Mr Gusinsky's television 
channel, still maintains a robust editorial 
line. Last week, for example, it gave plenty of 
prominence to opponents of the Soviet na- 
tional anthem, which Russia has just re- 
stored. But should the authorities want to 
change things, they will find it a lot easier 
when the buck starts with Gazprom. 

Although Gazprom itself seems happy 
with the deal, the prosecutors do not want to 
let Mr Gusinsky off the hook. They say that 
he lied about his company's assets when he 
borrowed the money from Gazprom. Last 
month he decided to stay abroad rather than 
argue his case before a Moscow court. Per- 
haps he was wise: more than 96% of criminal 
cases in Russia end in conviction. 

Whether he will be extradited is another 
story. On paper, Russia has a strong case: 
fraud is a crime in Spain too. But Mr Gusin- 
sky can afford good lawyers and has some 
sturdy friends. The World Jewish Congress, 
whose Russian branch he heads, has vigor- 
ously protested. His lawyers can produce a 
document, signed by the press minister, 
Mikhail Lesin, guaranteeing his freedom if 
he hands over his shares. From that, they 
could argue that the case is really political. 

Or the Kremlin may decide to let it drop. 
Most of Russia's other tycoons have cup- 
boards full of financial and other skeletons, 
should the authorities start rummaging. The 
message to them is already plain. Step out of 
line, and you not only lose your property, 
but face embarrassing and potentially dan- 
gerous hassles—even when living abroad. 

a 
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HE contrast could hardly be sharper. Bernard Kouchner, the 
Frenchman who has been running Kosovo for the past year in 
а. nameofthe United Nations but by courtesy of guns belonging 
mainly to NATO, is a media-hogging star. He has been variously 
described as impulsive, provocative, contradictory, frenetic, self- 
obsessed—as well as brilliant, courageous, generous, idealistic, 
bursting with ideas. Hans Haekkerup, the Dane chosen to replace 
him within the next few weeks, isa quieter,cannier, steadier sort of 
fellow,a consummate politician who, as Denmark’s defence min- 
ister for eight years and a military expert before that, has been 
navigating the corridors of NATO, the Pentagon and the un for at 
least 15 years. Who is fitter for the job? What chance that Kosovo, 
under Mr Haekkerup, willimprove? 

The kind answer is that Dr Kouchner was the п man 1 when 
he arrived in July 1999, but that Mr 
Haekkerup is needed now. The - 
harsher answer is that it is time’ for Dr 

| Kouchner to gö, before theadministra- 
tion sinks into more of a muddle. And 
the gloomy truth, for anybody brave or 
rash enough to take the job, is that Ko- 
-sovo will be devilish-hard to govern 
with anything like fairness as well as 
firmnessfor many years yet. 

Dr . Kouchner has certainly 
notched up. some worthy achieve- 
ments in Kosovo, to add to his great 

| feat, back in 1971, of forming the re- 

` doubtable humanitarian doctors’ 
group, Médecins sans. Frontiéres. 
When he arrived in Kosovo last year, it. 
was still a smoking shell. Some 800,000 
ie kunt about half. the 
population, had fled from their Serb 
oppressors before and during NATO's 
bombing campaign to expel the Yugo- 
slav army from the rebel province. Dr 
Kouchnerensured that, first, nearly all 
the Albanians came back, then. that 
they could survive the winter, though 
many of their homes had been de- 
stroyed..He has been much less suc- 
cessful in reassuring Serbs, who fled as 
NATO came in, that they could come back safely too. 

Six weeks ago he chalked up another success by overseeing lo- 
cal elections which, though the few remaining Serbs abstained, 
were handsomely won by the less belligerent of the ethnic-Alba- 
nian parties, the Democratic. League of Kosovo. Next year, it 
should be able to form some kind of provincial administration, 
though the un, via Mr Haekkerup, will still have the final say. 

But the good doctor's departure will not be mourned by every- 
one. The Kosovars,on'the whole, liked him. But he has been widely 
charged with being indecisive and scatty. He has been inconsis- 
tent in his handling of local politicians. He has been reluctant to 
crack down on the tougher Kosovars who merrily mix politics 
with crime. The military people running Kfor, the mainly NATO 
|. force that keeps the peace, have found him difficult. Liaison be- 

tween the un, the soldiers and the aid agencies has been messy. Dr 
Kouchner was no administrative wizard. 

Mr Haekkerup's most pressing priority, on the political front, is 
to ensure that the Americans, who are continuing to provide his 
political deputy as well as, for now, the largest contingent of 





















| Hans Haekkerup, a Danish proconsul for Kosovo 


peacekeepers, remain involved. “It is important for the stability of 
the region that they stay on for the long term,” he says. A few ` 
months ago, before he knew about the Kosovo job, he was fretting 
thata Bush presidency might disengage America from Europe, in- 
cluding the Balkans. Kosovo now has about 45,000 peacekeepers. | 
“It would be unwise to reduce them now,” he says sternly. | 
Heis the right man toencourage the Americans tostay. Despite | | 
Denmark’s small size, Mr Haekkerup has been one of naTo’s best- | 
known and most respected defence ministers; indeed he nearly · 
got the job of NATO'S secretary-general. He and the Americans like: 
eachother. He has helped turn his country from beinga lukewarm: 
| 
| 
| 
| 
i 


мато member into an ardent one. А Russian-speaker from his 


own days in the army, he has been particularly keen to draw the. 
Вас countries into western organisations. He is proud, too, of his _ 

€ part in setting up a German-Polish- - 
Danish corps.The Russians, and ргоба- 
bly their Serb friends, do not like the cut 
of his jib. Expect him to visit Washing- 
ton soon. 

Mr Haekkerup's second big request 
isfortime and patience. He says he has 
“по deadlines", but may hold his new 
jobfortwoor three years. He points out 
that only now, five years after Bosnia's 
peace accord, are people there return- 
ing in numbers to areas where their 
ethnic group is in.a minority. “First and 
foremost we must build confidence [in 
Kosovo)”, he says. A “whole new ad- 
ministration” still has to be created. As 
for Kosovo's “final status”, he makes it 
plain that the un Security Council’s 
Resolution 1244 leaves it open. It is not 
for him to lead the province into state- 
hood—or, for that matter, to prevent it. 

Mr Haekkerup's record suggests he | 
has as fair a chance as anyone of splic- | 
ing Kosovo's threads together again | 
and getting its array of foreigners to get | 

| 
| 
| 





along better. Now 55, Mr Haekkerup, а 
Social Democrat, is steeped in the ways 
of wheeling and dealing. His father was 
foreign minister, his mother a member 
of parliament, as are a brother and a nephew today. Three of his 
sons have served as peacekeepers in the Balkans. And hisdry sense 
of humour should help. 

It is perhaps an irony that a Dane whose country is barred by 
its own “opt-out” from joining in any EU defence project is to take 
charge of one of Europe’s most dangerous places just when Euro- 
pean unifiers are arguing that the EU, with its new “defence iden- 
tity”, should take over many of мато? tasks. Mr Haekkerup is 
acutely conscious of, and hotly opposed to, that opt-out, but ad- 
mits that, since the Danes recently voted in a referendum against 


joining Europe’s single currency, the defence opt-out cannot be re- 


and a keen Atlanticist, he points up his country’s pluckiness in 
world peacekeeping. Bar Norway's, Denmark's contribution to 
Kfor is proportionately the highest among Naro countries. Mr 
Haekkerupspeaks enthusiastically of Denmark as a "bridge"—be- 
tween Scandinavia and Germany, between NATO and the Balts, 
between the United States and Europe. In the Balkans, he will need 


| 
| 
i 
| 
versed soon. Instead, as a patriot who is also both a keen European | 
i 
| 
all the bridge-building skills һе can muster from anywhere. | 
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hub in Birmingham 


¢¢ ABSOLUTE hell,” was how Tony Blair 

described travelling on Britain's bat- 
tered rail network this week. He could have 
chosen any number of stories as an illustra- 
tion—theone about the passengers from Ed- 
inburgh to Southampton whose nine-hour 
journey became a 15-hour crawl, for in- 
stance, or the Bradford businessman who 
was offered £7 ($10) in compensation for a 
journey from Blackpool to Halifax that took 
ten hoursinstead of two. As a Christmas spe- 
cial, travellers from London to Scotland on 
the east coast line will be allowed to travel 
over the holiday period only if they have 
pre-booked tickets. When they try to book, 
they find the phone lines jammed. 

All this will divert more traffic on to the 
roads, particularly the м1 and M6 motor- 
ways. The prospect of jams from Manchester 
to Oxford is a powerful incentive not to tra- 
velatall. Notsince the second world war has 
the government asked the people “Is your 
joumey really necessary?" 

Chris Green, who runs the Virgin Rail 
Group, jointly owned by Sir Richard Bran- 
son and Stagecoach, reckons it could take up 
to a year for the trains to get back to normal. 
Rail travel has fallen by a third becauseof the 
disruption caused by some 500 speed re- 
strictions imposed by the track company, 
Railtrack, in a panic after a crash in October 
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There are plans afoot to reinvent Britain's railways, based on a central 


which killed four people. Some estimates 
put the cost of the compensation Railtrack 
owes train operators, under its agreements 
with them, at £300m. The total could be sev- 
eral times that because the operators are free 
to take Railtrack to court, just as any com- 
pany might sue a supplier which lets it 
down. 

But even in the industry's darkest hour 
there are some optimists around. The biggest 
are Sir Richard and Mr Green at Virgin Rail 
Group, which runs the CrossCountry net- 
work and the west coast main line. Most in- 
dustry experts expect passenger numbers to 
rise by 50% over the next five years. Virgin ex- 
pects them to double, and is spending £2 bil- 
lion on new trains, the first of which will run 
on the CrossCountry routes next summer. 
The first of the 78 Voyager 125mph trains are 
being built in Belgium and being tested on 
Belgian railways, running between Bruges 
and Ostend, partly because there is no de- 
cent track available in Britain right now, and 
partly because British bureaucracy takes 
months to do the paperwork which Belgium 
can tum round in weeks, says Mr Green. 

In addition, Virgin Rail is bidding £7.5bil- 
lion for theeast coast franchise held by Great 
North Eastern Railways, with an ambitious 
programme of investment to increase 
speeds and capacity. A decision on who gets 





itis likely in the next week or so. Beyond that, 
Virgin hasitseyeson the Great Western fran- 
chise, whenit becomes available.Sir Richard 
has even said his firm would take over Rail- 
track if the government wanted to reunite 
the fragmented railway. That seems unlikely, 
but Virgin is at least bent on rebuilding the 
Inter-City network which used to run as a 
business within British Rail. 

Virgin would then dominate the rail sys- 
tem. Is that something the government 
should worry about? Not necessarily. The 
industry is regulated, and one powerful 
company might at least offer a more coher- 
ent schedule of services than the present ar- 
rangement has produced. The reason the in- 
dustry was broken up into more than 100 
companies at privatisation was not opera- 
tional, but political: the Conservative gov- 
ernment thought it would thus be harder to 
re-nationalise. 

Virgin does at least seem prepared to in- 
vest a lot; and it has an interesting idea about 
how to make the railways work better, 
which comes from the American airline in- 
dustry. After the American airlines were de- 
regulated in the 1970s, they started cutting 
down on long point-to-point flights and 
running shorter feeder services into hubs. 
That means that passengers have to put up 
with changing planes more often; but, in re- 
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VERY so often—quite frequently, in 

fact—the invisible hand of Adam Smith 
grabs a worker by the shoulder and chucks 
him out of his job. Globalisation has put 
the hand at the end of an ever-longer arm. 
Soit was this week, when General Motors 
announced from Detroit that a global re- 
structuring would lead to the loss of some 
10,000 car-making jobs, 2,000 of them at 
Vauxhall's Luton plant (see page 71). 

The trade unions sprang quickly into 
action, and Stephen Byers, the trade and in- 
dustry secretary, promised helpfor the dis- 
placed workforce. But one thing the gov- 
ernment will not do is rescue the doomed 
factory or start a hue and cry over the 
depredations of global capitalism. Under 
Tony Blair, New Labour has become not 
just a believer in global capitalism, but one 
ofits doughtiest champions. 

There could be no more striking proof 
of that than the publication—by unhappy 
coincidence the day before Gm’s an- 
nouncement—of a government White Pa- 

per on global poverty. This was produced 
vs Rm 





A Short treatise on globalisation 








Clare Short, convert to capitalism 


by the Department for International De- 
velopment, the fief of Clare Short, once a 
totemic figure for the hardish left. But 
power, it seems, can educate when it does 
not corrupt. In her White Paper, Ms Short 
does what all-too-few governments have 
bothered to do before or since the anti- 
globalisation movement took wing at the 
World Trade Organisation's meeting in Se- 





turn, they get much more frequent flights. 
The airlines make money since a hub and 
spoke network costs a fraction of running 
point-to-point services. 

The Virgin scheme would turn Birming- 
ham into Britain's railway hub. Birmingham 
is at the centre both of the country and of 
Virgin's x-shaped CrossCountry network 
(see map on previous page). Instead of, say, 
one train a day from Plymouth to Aberdeen, 
travellers would have a choice of several, 
changing at Birmingham. Mr Green and his 
colleagues have devised what they call a 
"clockface timetable", which means that the 
pattern of arrivals and departures would be 
repeated every other hour. That makes con- 
nections better; if an incoming train arrives 
really late in Birmingham, the worst the trav- 
eller should face is an hour's wait. 

Will all this pay off? It needs to. Over the 
next ten years railway subsidies are due to 
fade out. Virgin, for instance, will have to 
start paying the government £15 for every 
passenger carried on the West Coast line. 
Virgin is banking on boosting demand by of- 
fering faster and more frequent trains, and 
on cutting costs through the efficiency of its 
hub-and-spokes scheme. It hopes to double 
CrossCountry’s passenger numbers to 30m 
by 2006. Sir Richard is convinced that the 
growing congestion of the roads will stimu- 
late such growth, while Brian Souter, Stage- 
coach’s boss, clutching at straws and spying 
silver linings for all he is worth, says that at 
least the present chaos shows how much de- 
mand there is for rail travel. 

п 
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attleat the end of last year. She defends the 
уто and makes a strong intellectual case 
forglobal capitalism, arguing that it should 
be seen as the solution to global poverty 
rather than thecause of it. 

The White Paper is full of good sense, 
and some courageous policy. Ms Short has 
decided to “untie” Britain's foreign aid, 
which means that recipient countries will 
no longer be required to spend any of the 
largesse they receive on British goods or 
services. And this former left-wing fire- 
brand now argues that it is folly for govern- 
ments in the poor world and protesters in 
the rich one to treat multinational compa- 
nies as bullies and despoilers. If poor coun- 
tries reject the investment and know-how 
such firms can provide, she said in inter- 
views after her White Paper was pub- 
lished, they risk trapping themselves in 
poverty. 

Nothing in this White Paper would 
surprise or offend a reader of The Econo- 
mist. The surprise is its provenance. How 
excellent that Ms Short is willing not only to 
practise what she preaches but—having 
changed her mind about her youthful ser- 
mons—to preach what she now practises. 

















Clinton’s visit 
The importance 
of being Bill 


BELFAST 


ILL CLINTON wants historians to write 

him up as a peacemaker. In the Middle 
East, the main focus of his efforts, his impact 
has been, at best, ambiguous. So a better bet, 
as a legacy, is the peace process in Northern 
Ireland. When Mr Clinton arrived in Dublin 
on December 12th, Bertie Ahern, the Irish 
Taoiseach, called him "the best American 
president Ireland has ever had." 


Bertie and Bill, best of buddies 


Irish nationalists always wanted Ameri- 
can involvement in the ancient quarrel with 
Britain. In the past, presidents kept their dis- 
tance in deference to London, but the grow- 
ing co-operation between British and Irish 
govemments helped change old rules, and 
Mr Clinton had a personal interest in the 
place. He claims Irish ancestry and says he 
empathised with the Northern Ireland civil- 
rights agitation while studying at Oxford. 

During his election campaign, Mr Clin- 
ton promised Irish-American lobbyists that 
he would do what he could to help the fledg- 
ling peace process; and, over time, estab- 
lished a role as external well-wisher, facilita- 
tor and even occasional mediator. He sent 
his man, George Mitchell, a former senator, 
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TiSan experience which, like sunburn, 
will be familiar to most British holiday- 
makers: travelling in Europe: the inept 
struggle with a foreign language which is 








larity. The shame is often in- 
ally that many (other) Eu- 


like Nice to protect the nation’s interests, 
could take on their opposite numbers in 
their own шшш Reassuring, but 
wrong, 





Parlez-vous Anglais? 


A self-reporting survey of cabinet 
ministers conducted by The Economist 
last week revealed that, compared with 
their German counterparts, British minis- 
ters are linguistically challenged. Two 
freely admitted to being monoglots: John 
Prescott, theever-frank deputy prime min- 
ister (who speaks only his own, idiosyn- 
cratic dialect of English); and Nick Brown, 
theagriculture minister, whois responsible 
for testy negotiations with his European 
counterparts over вк. Among those who 
claim some proficiency in foreign lan- 
guages (French, that is) are Chris Smith, the 
culture secretary; Geoff Hoon, the defence 


secretary; and Alistair Darling, the social- 
security secretary... Tony Blair speaks 
French, and has earned great approbation 
by doing so in France—confirming the 
view that French surliness towards the 
British h evaporasi if the | atte r make alittle 




























The Germans, He on 
art). Several of them 

speak more than one foreign language. 
One knows some Hebrew. They are also | 
happier to publicise their language skills. 

All of them responded to The Economist's 
inquiries, whereas a surprising number of 
British ministers rebuffed them. Even Peter 
Mandelson, probably the cabinets most | 
ardent Europhile, chose not to reveal his 














talents (if he has them). 
Му this shyness? Per- 
haps British politicians are 









reluctant to advertise their 
linguistic dexterity, as it: 









might make them vulner- : 
able to attacks from the 
Europhobic press: first the 
language, then the super- 
state. Yet if the number of ` 
foreign-language speakers is. : 
a measure of a cabinet’s 
Euroscepticism, then the - 
current Labour government 
is approximately as scepti-. 
cal as the last Conservative’ 
one. That contained one. 
minister, Douglas Hurd, 
who spoke Mandarin Chi- 
nese; and another, William 
Waldegrave, who still re- 
membered his Latin and 
Greek. Probably though, ; 
British ministers, like the 
people they represent, 
reckon that if they talk. 
loudly enough abroad, 















































they'll get by in English. 














in turn as economic envoy, arbiter on de- 
commissioning paramilitary weapons and 
chairman, repeatedly, of negotiations. Sena- 
tor Mitchell arrived to unionist suspicion but 
won widespread trust. 

Mr Clinton, similarly, acquired a reputa- 
tion for even-handedness. In February 1994, 
four months after the ra bombing on the 
Shankill Road which killed ten people, 
Gerry Adams, president of Sinn Fein, 
wanted to travel to America to win hardline 
Irish-American supporters to the prospect 
of an IRA ceasefire. Britain's Conservative 
government wanted him blackballed; the 
Irish government and John Hume, leader of 
the anti-violence nationalist ѕрір, argued in 
his favour. Mr Clinton took the final deci- 
sion to allow Mr Adams in. 

When Mr Adams was lionised in New 
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York, the British government and the union- 
ists were outraged. But Mr Clinton calmed 
fears by welcoming David Trimble, the Ul- 
ster Unionist leader, to the White House. Mr 
Adams and enough of his followers relished 
the new peaceful image they were able to 
project in America, and Mr Trimble, in turn, 
began to see possibilities in negotiations. In- 
siders reckon that phone calls from Mr Clin- 
ton boosted him, as they did Mr Adams, in 
the hours before the Good Friday Agreement 
was signed in April 1998. 

Mr Clinton spread his net further still. He 
drew in loyalist paramilitary figures, strug- 
gling to produce their own ceasefire. Public- 
ity and handshakes with powerful people 
seduced former hard men. American opti- 
mism encouraged people who felt them- 
selves trapped by hundreds of years of his- 












sory. А White House conference on 
investment in Northern Ireland and the bor- 
der region gave industrialists, community 
workers and political figures, Protestar 
and Catholics, a neutral focus іп economy 
regeneration. | 

Mr Clinton's first visitin November 1995 
gave divided Belfast an excuse to unite in. 
celebration. His second, after the Omagh 
bombing in 1998 by republican dissidents, 
focused the disgust which helped marginal- 
ise those opposed to the ceasefire. His last 
visit to Ireland as president may not have: 
dissolved the difficulties that once more ` 
snarl up progress. But if his successor sends: ` 
him as an envoy (which, it is rumoured, he : 
would like) the effort he has made so far will : 
stand him in good stead with both sides. — 
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¢ TEVER from France returned more happy men. Tony Blair and 
his retinue got little sleep at the European Union's hard- 
| foughtsummitin Nice, which ended in the early hours of Monday 
morning, Nonetheless, on Monday afternoon, the prime minister 
strode into Parliament, smug as Henry v after Agincourt, to enu- 
merate his foreign victories. He then strode out again having added 
a domestic one. He gave William Hague a battering in the one place 
(the Commons chamber) where the Conservative leader usually 
prevails;and on the one subject (the nation’s imminent disappear- 
ance into the snapping jaws of a federal Euro-state) that Mr Hague 
‘had seen as areliable vote-earner in the coming general election. 
Bagehot does not have space to list all the triumphs Mr Blair 
claimed from. Nice. Some of them 
pale a little under a strong light. But 
there is no doubt that the govern- 
ment has now given itself what its 
spindoctorscall a good pre-election 
"narrative" on Europe. 

In Nice, Мг Blair helped to 
change the ku'srules sothatitcan at 
last take in’ new members from 
Central Europe, a policy long fa- 
voured by all of Britain's main par- 
ties. He did so while increasing Brit- 
ain's voting weight in the Council of 
Ministers. To avoid paralysis as the 
club grows, the Eu will in future re- 
quire unanimity in fewer areas of 
decision-making. But at Mr Blair's 
insistence, the veto will remain in 
"red-line" areas such as taxation 
and social security. Thegovernment 
claims to have averted whatever 
danger the new su rapid-reaction 
force might have posed to the pri- 
macy of narto. Mr Blair says that 
this force (Britain had the word 
"army" excised from the communi- 
qué) can do its modest jobs only in 
cases where Naro had declined to 
do these itself. And all this, said Mr 
Blair. crowned a run of success. 
Whereas the Conservatives had 
made Britain into a pariah on the mainland, he had fought Brit- 
ain's corner while exercising “real authority and influence". Had 
he not defended Britain's opt-out on border controls in Amster- 
dam in 1997, and negotiated a fairer budget deal in Berlin in 1999? 
Why, in Lisbon this year he had even talked the mainland into 
sharing his vision of market-friendly economic reform. 

In point of fact, a few of Mr Blair's European partners sound 
rather lessenthralled. The day after Mr Blair played Henry v in his 
own Parliament, Romano Prodi, the кшз president, grumbled to 
the European one about the “intransigence” of countries that re- 
fused in Nice tolet the cu settle matters such as taxation and social 
regulation by majority voting. France's President Chirac let it be 
known. that he shared Mr Prodi's disappointment with leaders 
who had defended their short-term national interest “to the detri- 
mentofa long-term vision". But (tomixa metaphor just for the hell 
of it) this rapover the knuckles is music to Mr Blair's ears. For it so 
happens that Mr Blair's short-term interest is to win re-election, 
and—as all the polling numbers show--Mr Prodi's long-term fed- 
eral vision happens to be anathema to British voters. With an elec- 








Tony Blair's victories, in Nice and afterwards 








tion on the way, the faintdamnsof his fellow Europeans area price 
Mr Blairis happy to pay in return for earning the faint praise of the 
Eurosceptical press. After Nice, instead of its usual blast against his 
European policy, the Sun congratulated itself for having been first 
to alert Mr Blair to the menacing Euro-taxes and Euro-passports 
that he was able to beat off there. How bad can the summit have 
been if it left Johnny foreigner fuming? 

Why, though, did the Conservatives have to let Mr Blair tum a 
good summit for him into such bad news for them? Only because, 
against the advice of Francis Maude, their own shadow foreign 
secretary, they marched into a well-prepared trap. 

Mr Blair has struggled for months to deflect attention from his 
hugely unpopular plan to join Eu- 
rope’s single currency. He has done 
this by saying little about the euro 
and lots about the merits of Britain 
remaining a member of the Eu. The 
Tories’ sensible retort was that no se- 
rious party advocated leaving the 
EU. But. Mr. Hague. promises now 
that, if elected, he would refuse to 
ratify the Nice treaty as it stands. 
This is not only a bit rich from the 
party that signed the Single Euro- 
pean Act and the Maastricht treaty. 
It would also trigger a crisis in British 
relations with the Union and prob- 
ably delay its enlargement. By mak- 
ing the threat, Mr Hague allowed Mr 
Blair to tell the House of Commons 
that the true agenda of many Con- 
servatives was to put Britain “next 
door to the exit sign in Europe”. 

What has got into Mr Hague? 
Maybe he really does see Nice as the 
slippery slope to a federal state; 
some of his shadow ministers op- 
posed Maastricht tooth and nail. 
Or, more likely, sheer desperation 
hasinvited miscalculation. 

Picture the Tory leader poring 
late at night with puffy eyes over 
those opinion polls. The numbers 
dance and blur, but no matter how you count them, all point to 
electoral defeat. The one filament of hope comes from the data on 
Europe. Funny, this, but a мокт poll last September found that if 
voters were asked whether Britain should remain in the gu, 46% 
would vote to leave and 43% to stay, with only 1% undecided. Atti- 
tudes towards the single currency were even more hostile: 22% 
would vote to join the euro and 70% not to, with a mere 895 unde- 
cided. Perhaps it is not so foolish to fight an election as the party 
that, provoked enough, just might decide to quit the ки altogether. 

Except that polls deceive. For the same survey also showed 
that whereas 46% of respondents trusted Mr Blair to make deci- 
sions about Britain's future in Europe, only 35% trusted Mr Hague. 


Moreover, their hostility fades when they are offered a larger . 


range of choices. In June Mort found that only 10% would rule out 
euro membership for at least ten years (roughly Tory policy) and 
12% would rule it out for ever. But 58% agreed that they would “like 
to hold a public debate before deciding whether or not to join after 
a referendum”. That—to the extent that he intends to say anything 
about the euro before the election—is precisely Mr Blair's policy. 
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BUSINESS 


Motors 


DETROIT AND LONDON 


Crunch time for General 





This week the world's biggest car company at last moved to fix its immediate 
problems in America and Europe. But more bad news may be on the way 


HEN а company's chairman and 
chief executive relinquishes the latter 
. title, he normally steps back to concentrate 
on handling the board and making lots of 
dinner-circuit speeches. Not Jack Smith at 
General Motors. Since см appointed Rick 
Wagoner as chief executive last February, Mr 
Smith has played an unusual role as trouble- 
shooter for his successor. In that capacity he 
flew to Zurich for a meeting on December 1st 
with the bosses of см Europe and two op- 
erating companies, Adam Opel and Vaux- 
hall. His message was blunt: Gm Europe's 
growing losses needed immediate action. 
Hence the announcement this week of 
the closure of car assembly at Luton, north of 
London, with the loss of 2,000 jobs. The axe is 
Swinging elsewhere, too. In North America, 
the Oldsmobile brand is to be scrapped. Al- 
though no big factory closures are involved, 
GM will reduce its salaried staff in America 
by 10%, to cope with declining market share. 
Oldsmobile, the oldest of см brands, 
has been decrepit for some time. Twenty 
years ago it sold 1m cars a year, but it started 
to fall away in the 1980s. GM tried to revive 
the brand in the mid-1990s, but it remained a 
favourite only among ageing customers, 
rather like Chrysler a few years previously. 
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As Chrysler had done with its domestic 
models, cM tried to pitch Oldsmobile as an 
all-American competitor to European im- 
ports, but it could not match these for style 
and quality. Middle-aged Americans could 
not be weaned off their вмуу$ or Toyotas. 
This year Oldsmobile has sold just over 
250,000 vehicles, a fall of 19% on last year. It 
has unsold stock equivalent to more than 100 
days’ sales—nearly twice the average for the 
Americancar industry. 

But it was the horrors in Europe that led 
to GM'S profit warning this week. It now ex- 
pects earnings per share for 2000 to be 8% 
lower than consensus forecasts. The main 
reason for the fall is a loss of $181m in Europe 
in the third quarter, a figure that is expected 
to double in the final three months of the 
year. Small wonder that Gm’s share price has 
underperformed those of rivals (see charton 
next page). By rolling together a bunch of 
radical announcements, с̧м hopes to show 
Wall Street that itis serious about bringing its 
problem children to heel. 

The Luton closure is only part of the 
European pruning. Another 3,000 jobs will 
go elsewhere, and trimming that is already 
under way at Opel's Rüsselsheim factory, 
near Frankfurt, will help reduce Gm’s pro- 
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is making a mes ome market, Ford | 
started to sort out its European problems | 
earlier than did см. Earlier this year it-an: 
nounced the closure of car assembly at D 
‘enham in England, and it is cutting jobs ai 
capacity elsewhere. It has also recognised 
that it depends on its portfolio of specialis 
brands in Europe—Volvo, Jaguar, Astor 
Martin and Land Rover—to recover its 
“tunes. Jac Nasser, Ford's chief executive, ha: 







said he does not expect Ford-branded 


alone to recover the market share that th 
company, haslostin recent years. 
Ви both см and Ford face an increas 


ingly hostile competitive environment 


Once-struggling European manufacturers 
notably. Volkswagen and psa Peugeot 
troén—are now rampant, with lean: fac 
tories, flexible production and models tha 











when. Europeans were happy to buy 
straightforward small and medium-sized. 
saloons or estate cars. But in recent years the 
European market has fragmented almost as 
much as America's. | 
The biggest change in America has been 
the astonishing rise of the light-truck marke 
in its many forms, from minivans to spo 
utility vehicles (suvs), which often come in 
luxury trimmings that defy the basic off- 
roader category. A similar trend is now tak 
ing hold in Europe, butit has a local flavo 
so the American companies. cannot simply 
rely on exporting their domestic strategies 
And they have been slower than the natives 
tocatch on. 
Thus, the Americans used to make: the 
bulk of their profits from mid-sized saloon — 
cars such as the Ford Mondeo or the Opel/ 
Vauxhall Vectra—the sort of cars in which 
sales reps thrash up and down motorways. 
But that market is shrinking. Internal cM fig- 
ures show it falling Бу а fifth across Europe 
in the past five years; That is why the Luton: 
plant, which makes Vectras, was no longer 
needed. (Add in the fact that the high value 
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-ofsterling makes it more profitable for 
hall to ship in Vectras from continental Eu- 
tope.and the plant's fate was sealed.) 

Martin Leach, head of product develop- 
ment for Ford Europe, spends a quarter of 
the company’s $6 billion global research and 
development budget. He thinks the frag- 
mentation of the European market is creat- 
ing four main categories. One is for tradi- 
tional saloons such as the Mondeo. Then 
there are three new groups: urban utility ve- 
hicles (including small cars such as Ford’s Ka, 
DaimlerChrysler’s a-class and the Renault 
Scenic); standard suvs, as in America; and a 
further category of high-performance suvs. 

` Given how slow GM has been to respond 

to this shift, it may not be long before more 
bad news pours out of the company. There 
` ateindustry rumours that another of itsdivi- 
“sions is losing money, so it could be that an- 

' other big brand will soon be dropped. The 
danger with binning brands, however, is 
that you risk throwing out so much ballast to 
'keepafloatthatyouend up with little to offer 





















customers. European car makers such as vw 
and Peugeot seem to flourish with a wide ar- 
ray of brands. Even Ford is using its burgeon- 
ing bunch of luxury brands to recover in Eu- 
rope as well as to sell more high-margin 
vehicles in America. But GM still looks em- 
battled, fighting a rearguard action while 
others are advancing. 
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. Tourism in emerging economies 















CHAPADA DIAMANTINA, BRAZIL 


from Brazil, then from South Africa 


NCE there were diamonds: hence the 
X7 name Chapada Diamantina (“dia- 
mond plateau"). Now, however, this para- 
‘dise of lush valleys, waterfalls and under- 
. ground caverns in north-eastern Brazil is one 
of the hidden gems being discovered by the 
: growing numbers of foreign tourists who are 
straying beyond the country’s most famous 
attraction, the beaches of Riode Janeiro. 
Brazil’s tourist numbers have been rising 
sharply, reaching 51m last year; but it could 
squeeze in many more. Since its coast has 
endless stretches of near-deserted beach, 
some see the future in purpose-built *mega- 
resorts" such as one that has just opened at 
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.. Wish your dollars were here 


Many emerging economies have great potential to boost tourism and win 
much-needed jobs and foreign currency. But they must promote themselves 
better, calm foreigners' security fears and build more facilities. We report first 


Costa do Sauipe, north of Salvador, at a cost 
of 300m reais ($152m), with luxury hotels run 
by Accor and Marriott. Charter planes will 
fly tourists directly from Europe to Salvador, 
though they then face a 76km journey on an 
often-congested road to the resort (unless 
they can afford a helicopter ride). 

However, those who send tourists to 
Brazil, such as Luis Vasquez, owner of MILA 
Tours in Illinois, think that the country’s 
competitive advantage lies not in sun-and- 
sand resorts, but in its wealth of natural 
beauty (the Chapada Diamantina, the Pan- 
tanal wetlands, the Amazon rainforest) and 
cultural highlights (quaint colonial towns 
such as Ouro Preto, or Salvador's Afro-Bra- 
zilian art, dance and religious sites). Mexico 
and Spain attract, respectively, four and ten 
times more tourists than Brazil, but they 
have big, rich populations on their door- 
steps. To tempt them to travel farther, Brazil 
must offer something different. 

Brazil would get more visitors if its gov- 
ernment spent more on enticing them, says 
the World Travel and Tourism Council 
(итте), an industry association. It reckons 
that only 1.9% of Brazilian public spending 
goes on tourism-related areas (though this 
includes things like airport running costs), 
against a world average of 5.2%. Many Brazil- 
ian attractions remain little-known and thus 


` fittle-visited: 








the Chapada Diamantina has 
only about 2,000 beds for visitors, yet many 
are empty in August, the main holiday sea- 
son for Europeans and Americans. Caio Luiz 
de Carvalho, the head of Embratur, Brazil's 
national tourism agency, says Brazil's tourist 
firms should spend more on marketing, in- 
stead of expecting the state to do everything 
for them. 

Much could be done at little cost. Mr Vas- 
quez says there is an urgent need for rela- 
tively simple things, such as multilingual 
maps, guides and websites. Often this is 
down to the short-sightedness and incom- 
petence of local authorities. Embratur runs a 
campaign to train tourist staff and to provide 
better information. Almost 90% of the 1,700 
municipalities with tourist potential are 
now taking part in the scheme. 


Time to build 


Besides letting the world know about its at- 
tractions, Brazil needs to ensure it has the fa- 
cilities to welcome visitors. Embratur reck- 
ons the equivalent of $6 billion has. been 
invested in tourism infrastructure in the past 
five years, but it says more is needed. For in- 
stance, Brazil has about 350 national parks, 
but few have adequate hotels, restaurants or 
information centres. The country already at- 
tracts huge amounts of foreign capital, but 
little of this goes into tourism: despite the 
presence of foreign hotel operators, the 
Costa do Sauipe project is mostly locally fi- 
nanced. France’s Club Med is one of the few 
foreign operators to have spent large 
amounts of its own money. It will soon start 
building its third Brazilian resort, on the 
north-eastern coast. 

The government wants to encourage 
private firms to build new facilities and to 
operate the national parks, but progress has 
been slow: so far, the only such project com- 
pleted is at the famous Iguacu waterfalls. 
One reason is opposition from environmen- 
talists, who fear that tourist exploitation will 
scar Brazil. But Roy Funch,an American con- 
servationist-cum-tour-guide, argues that 
tourism will in fact be the "salvation" of 
beauty spots such as the Chapada Diaman- 
tina. Before visitors started arriving there, the 
only way of making a living was "carving à 
chunk out of it" through logging, mining, 
looting rare plants and so on. Now, tourism 
means that locals “get paid to keep it green". 

Brazil's tourism industry has grown fast 
in recent years, and is likely to continue 
growing: the wrrC predicts annual growth 
Of 4.4% over the next ten years. But this is 
only slightly above its prediction of 4.296 for 
the annual growth in tourism worldwide. 
Given its wealth of under-visited attrac- 
tions, Brazil could surely do better. Certainly, 
tourism has the potential to be a bigger and 
longer-lasting business in the Chapada Di- 
amantinathanthefleeting 19th-century dia- 
mond rush that gave the area its name. 
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The opening performance of the UBS Verbier Festival Youth Orchestra, July 2000 
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“It’s not just business. 
It’s personal.” 


Private Banking 
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d have a right to access modern 
ecommunications. in other words, all 
people have a right to prosperity, That's 


‘because strong economies and top-class 


delecommunications go hand in hand. At 


‘Huawei we offer network solutions for the 


most advanced economies, and for growing 








‘economies striving to catch-up with their 


\ jalthy rivals. We do this by offering а 





complete package of telecommunications 
Systems for core, transmission and access 
layers. Our range of products is built. to 
uncompromising quality standards. It covers 
all types of fixed, mobile- and data 
communications networks - from local to 
global - for voice, data, video and internet 
connections. We also offer consulting, 
design, finance and after sales support. We 


keep an eye on the future by investing fully 
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. There's a connection. 





10% of all our revenues in R&D. Just as 
important, we always keep our ears, and 
minds, open to what our customers have to 
say. Come and talk to Huawei. You'll find 
some fresh thinking. And. network solutions 


that help the world to create wealth. 


Huawei Technologies 
network solutions for a wider world 


Huawei Technologies Tel: +86 755 6540808 Fax: +86 755 6639382 www.huawei.com 


Tourism i in South Africa 
Imag problem 
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OUTH A wonderful weather, 
majestic w d wine that tastes far 
more epr So the os 


rapes and mugg have been widely pub- 
licised; as has of unexplained bomb- 
ings. No wonder South African tour oper- 
ators are struggling: shares in Tourvest, the 
country’s largest travel group, have fallen by 
nearly three-quar 


Annual arrivals have doubled to 6m 
since 1994, when South Africa’s first all-race 
elections were held. But although some of 
these visitors were tourists, most were trad- 
ers, businessmen or migrant workers. The 
growth in tourism since the end of apartheid 
has been far less than hoteliers hoped. More 
new hotels have been built in the past three 
years than in the previous 20, but almost half 
of their beds lie unoccupied. 

The challenge for the industry is to allay 
tourists’ fears that they will be shot for their 
cameras. Distributing glossy brochuresis not 
enough. Television advertising in Europe or 
America is too expensive. So the best way to 
market South Africa, according to Steve 
Griessel, chief executive of Tourvest, is by 
word of mouth. 

Tourvest has brought representatives of 
most of the foreign tour operators that it 
deals with to South Africa. When they step 
off the plane, several things surprise them. 
South Africa is part of the world’s poorest 
continent, but the roads are smooth, the wa- 
ter is drinkable and the telephones work. The 
shops and restaurants are first-world qual- 
ity, but cheaper. The violence and vigilante 
gangs from the television news are nowhere 
to be seen (most of the violent parts of South 
Africa are far from the tourist trail). Tour- 
vest's guests mostly promote the country 
with conviction when they return home. 

The government is helping. The South 
African Tourism Board (satour), once a si- 
necure for apartheid-era desk-snoozers, has 
been revitalised. It has three generous 
sources of income: an airport tax, a 1% levy 
on hotel beds and money from a fund set up 
by big business to fight unemployment. It 
now spends most of the money on promot- 
ing South Africa, rather than on salaries for 
its staff, as it used to. On December uth, sA- 
TOUR announced a 400m rand ($52m) cam- 
paign to promote South African holidays. 
The first event, held the next day, was a street 
party in London's Covent Garden with 
booze on sale at South African prices. 

South African tour operators remain 
largely white-owned, which frustrates the 
government. Bidders for public-travel con- 
tracts must demonstrate a degree of black 
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ownership, and the state leans on big South 
African firms to demand the same. Officials 
say they want 60% of the travel industry tobe 
in black hands іп five years’ time. This will be 
difficult; few black South Africans have 
much capital or any relevant experience. 
Tourvest brought in two black-owned part- 
ners when it listed in 1997, but when the 
share price rose, both cashed in by selling 
their stakes, which left Tourvest as uncom- 
fortably white as before. 

The only sensible way to pursue black 
empowerment is with partners who are ac- 
tually interested in tourism. Tourvest has a 
partnership with a group of former political 
prisoners to provide a ferry service to their 
old jail on Robben Island, where Nelson 
Mandela was once held. No white firm could 
have won the contract;no black firm had the 
capital. Together, they claim to make healthy 
returns. This is nice. But for black South Afri- 
cans to make real money out of tourism, 
there need to be more tourists. 
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Fibre-optic cables in Asia 


Waves under 


water 


HONG KONG 


SCUBA diver bobbed up the other day 

ona beach near Hong Kong with Tiger, a 
fibre-optic cable, in his hand. Tiger links 
Hong Kong and Tokyo, and along the way 
crosses seabeds groaning under a growing 
tangle of similar cables that will soon con- 
nect Taiwan, South Korea, the Philippines 
and other parts of Asia. Some 40 ships are 
now uncoiling cables into the Pacific Ocean 
and theSouth China Sea. 

This sudden and massive cabling of Asia 
has led to fears of a bandwidth glut, but that 
is unlikely. Nowhere else in the world does 
demand for bandwidth, both current and 
forecast, outstrip supply by as much as in 
Asia. Internet traffic among Asian countries 
grew by 685% this year; and between Asia 
and North America by 288%. Most of this de- 
mand, moreover, is concentrated in north- 
east Asia, home to four-fifths of the region’s 
Internet users. Supply, meanwhile, trails far 
behind, because Asia has only recently 
started liberalising its telecoms markets. 
















































| BUSINESS. 
The result is that bandwidth costs some | 

40 times more within Asia, and nine times 
more between Japan and America, than it 
does across the Atlantic (see chart). Band- 
width rent comprises some 60% of the op- 
erating costs of Intern: e ce : 
(tsps), so users pay fa 
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American friends, i is үө you are не riche: 
country,” said Wu Jichuan,China’s telecoms 
minister, earlier this month, with no atte 
toconceal his irritation. 

Ironically, several of the companies th 
are now doing the most to seize this busin 
opportunity are American. The bigges 
Asia Global Crossing, a venture backed 
Global Crossing, Microsoft and Goldma 
Sachs, as well as by Japan's Softbank. Level 
which owns Tiger, is also American. Of tl 
serious competitors, only cac, which is: 
subsidiary of SingTel, Singapore's former te 
lecoms monopoly, and a joint venture be 
tween Hong Kong's pccw and Australi s 
Telstra hail from the region. 

The extent of new competition worries 
some analysts. If everybody is laying cables 
tosoak upexcess demand and to bringdown: 
prices, сап the cable owners still make 
money? Level 3,for instance, reckons that Ti- 
ger alone will reduce the cost of bandwidth 
in Hong Kong by 60%. And Asia Global 
Crossing will get several of its cables up and 
running éven before Tiger. | 

Nonetheless, there should be plenty of 
profit to go round. For one thing, Internet us-- 
age in places such as China is only just be- 
ginning to take off. And as well as new users 
coming online, existing users are likely to de- 
mand more bandwidth as it becomes. 
cheaper. Judging by America's experience, as 
the price of bandwidth falls, demand rises 
more than twice as fast, as users download 
fancier graphics and send bigger files. Since 
cables that are already in the water can be: 
upgraded at a trifling additional cost, those 
companies that are dropping them today: 
could soon be pulling out treasure chests, 
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International assignments 


Nasty, brutish 
апа short 


HEN Peter McAteer, a Boston-based 

management consultant at the helm 
2 of Giga Information, asked his son what he 

- would like for Christmas this year, the little 

boy said: “Га like you at home, dad." Mr 
McAteer admits ruefully that he has had a 
bad year: away from home, and usually out 
of the country, for three weeks out of four. 
His plight, though, is all too common: inter- 
national travel is the curseof global business. 
Moreover, the changing nature of interna- 
tional assignments means that ever more ex- 
ecutives live like Mr McAteer. 
Multinationals have always sent man- 
agers off to work for a few years at a time in 
far-flung places. On the whole, expatriates 
did not complain too much. The rules were 
`. thatyousaved your salary and lived on your 
expenses, the company paid for your chil- 
dren's schooling and your wife went to end- 
less classes on flower arranging with other 
‘-expat wives. Some of that still goes on (see 
box). But a report by the Centre for Research 
into the Management of Expatriation, run 
jointly by Britain's Cranfield School of Man- 
agement and Organisation Resources Coun- 
selors (orc), a consultancy, suggests that the 
life of the overseas manager is changing. 
_» When the authors surveyed 60 mainly 
European big companies, they found that 
53% had more than 50 employees on long- 
term assignments of a year, but only 18% had 
» more than so abroad for fixed periods of less 
than a year ог so. However, short-term as- 
_signments were the ones most companies 
expected to grow. That is what Pricewater- 
houseCoopers (pwc) also found in a report 
published in November, comparing inter- 
national assignments in European firms 
now with an earlier survey in 1997 (see chart). 
“The growth in short-term assignments is 
quite astounding,” says Mari Simpson, the 
`. PWC survey’s author. 

Why the change? Cost is one reason. 
Sendingemployees abroad long-term gener- 
ally costs three to four times as much asem- 
ploying local staff. So companies now think 
more carefully about whom they send 
abroad and why. "In the past," admits Rob 
Lourey of soc, a British multinational with 
300 expatriates in 65 countries, “it was a case 
of have need, will fill. Now we try to think of 
italong with succession planning." 

In fact, costis probably a less important 
factor than the: changing way that compa- 
nies run international operations.Sue Boxall, 
who heads human resources for De Beers In- 
ternational Diamonds, traces.the growth in 
shorter postings to the early 19905, when ex- 
ecutives increasingly acquired global and 
functional, rather than regional and geo- 
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responsibility for, say, information technol- 
ogy isexpected to work in all the countriesin 
which the company operates. As a result, 
people with specific skills, often much lower 
down the company ladder than the typical 
expat of the past, now work abroad for a few 
weeks or months at a time. 

Employees’ lives have altered too, in 
ways that make long foreign postings less at- 
tractive. Professionals marry other profes- 
sionals: dual-career couples risk losing half 
their income if one has to move. Half the 
companies in Pwc's survey said the em- 
ployee's partner was one of the main reasons 
for failed or unsuccessful postings. 


Brief lives 

Short assignments, of up to a year, solve sev- 
eral ОЁ these problems. They often cost a 
company less, partly because the employee 
usually continues to be paid the same salary 
as he would have eamed at home. Short 
postings also avoid uprooting a career- 
minded spouse, and may give high-fliers a 
more rounded perspective: Andrea Farace, 


ponsibilities. A manager with 
















chief operating officer at Schroder Salomon 
Smith Barney, a subsidiary of Citigroup, is 
considering sending more middle-level folk 
on six-to-12 month stints abroad, to boost 
their experience. 

But a lonely half-year abroad has draw- 
backs too. “To tell individuals that they will 
be away from their family for six months is 
definitely a hardship," says Harry Gram, 
who handles short-term assignments. for 
твм. A lot of companies worry that the bur- 
den of foreign travel on family life will be- 
come à sensitive issue at some stage. IBM is 








OR all the progress women have made 

up the corporate ladder, they still ac- 
count for a measly 9% of expatriates, ac- 
cording to a recent survey of European 
companies by PricewaterhouseCoopers. 
Most of the women who are sent abroad 
by companies are wives, and a thoroughly 
lonely and boring time many of them 
haveofit. 

Of course, those who accompany 
their husbands on business trips may 
havea glamorous day or two spending the 
family money. In London, Charlotte Wil- 
son has set up a company called Per- 
sonAllies which specialises in offering the 
wives of visiting businessmen a tailor- 
made itinerary to the city's lesser-known 
attractions, such as designer discount 
stores and antique-jewellery shops. "This 
ensures that the businessman's wife has a 
fulfilling time in London while her hus- 





Have wife, will travel 





band is working, ensuring that he has a re- 
laxed business trip in the knowledge that 
his wife is being well looked after," says 
Ms Wilson. Marina Crispo,an elegant Mil- 
anese who works for the Four Seasons ho- 
tel, offers a similar service in New York, a 
snipat $1,000a day. 

But women whose husbands are 
posted abroad for a couple of years have a 
different set of problems. They are not 
manoeuvring to get on the guest list of an 
exclusive night club, but to discover the 
best schools or where to have a baby. 
Fiona Warner is global co-ordinator for 
the Schlumberger Spouses' Association, a 
network of 6,500 volunteers whose part- 
ners work for the French technical-ser- 
vices company. The network, set up eight 
years ago, puts wives in touch with other 
wives who can offer anything from a fro- 
zen lasagne for new arrivals to advice on 
where to buy cotton socks or spices. 

Now Ms Warner and two part- 
ners are creating a company called 
Paguro.net (after the Italian word 
for a hermit crab) that will build 
similar networks for other compa- 
nies, which, she hopes, will offer it 
on their corporate intranets, to ease 
the strains on expatriate families. 
She knows what she is talking 
about. In the past decade, her hus- 
band's job at Schlumberger has 
taken her and her family to Nor- 
way, France, Algeria, Venezuela, 
America and back to France. 
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Thomson-CSF has become THALES | 
A change reflecting the profound transformation of our group: 
now fully global and dual. Global because, having always been 
a major exporter, T HA LES is today industrially present in 
nearly 30 countries, and more than half of its employees work 

outside of France. Dual because, our technologies are used in. 
both military anc civil businesses. With its. power for innovati 
and the talents ot its 65,000 employees throughout the world, - 
THALES puts the technology of the future to work for 
the benefit of people, and their security. | 
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Aerospace. Defence. Information Technologies & Services... 
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thinking of extending to employees who are 
sent abroad for more than six months the 
same privileges asit gives to those on longer- 
term postings. 

As well as posting staff abroad for 
months or years, more and more companies 
expect people to nip across the Atlantic or 
the Pacific for a few days at a time. The Pwc 
survey found a sharp rise in long-distance 
commuting and one-off business trips over 
the past three years. But managing frequent 
fliers tends to be the purlieu of line manag- 
ers, not the human-resources department; 
few firms know quite how many of their 
staff are in the air at any given time. 

Fewer still look for ways to reduce the 
stress of travel. Royal Dutch/Shell, a large oil 
company, claims to be an exception: it tries 
toset rules about resting after intercontinen- 
tal travel and to curb the macho culture that 
makes staff dash straight from 747 to desk. 
But “our leaders often do not set a good ex- 
ample,” says Bernard Huisman, the com- 
pany’s chief health adviser. 

And indeed, the cost of fewer long-term 
postings may be more short trips. Pwc's sur- 
vey notes the growth in “virtual” assign- 
ments, used by almost two-thirds of compa- 
nies: employees with responsibilities 
abroad manage them from their home 
country, using a mixture of electronic com- 
munications and frequent business trips. 

Butsuch assignments may often turn out 
to be less "virtual" than vexatious. Bill Nuti, 
head of Europe, the Middle East and Africa 
for Cisco Systems, reckons that Cisco's clever 
technology can replace 30-4096 of travel. 
"People may not travel less," he says, "but 
they will travel more productively." Maybe, 
but it did not save poor Mr Nuti from having 
to make two trips from London to Cisco's 
headquarters in California this week. 
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Computing 


BUSINESS | 


The РС is dead—long live the PC 


NEW YORK AND SAN FRANCISCO 


Sales growth in the personal-computer market is tailing off, while handheld 
devices are flying off the shelves. Is the PC’s dominance coming to an end? 


HE pattern has become all too familiar 

in recent years. Whenever there is a slow- 
down in the rc industry, analysts predict its 
demise, only to be proved wrong by new 
growth a few quarters later. The industry's 
present troubles are no exception. After most 
big firms had given warning that their quar- 
terly results would be disappointing (Apple 
and Intel added their names to that list last 
week, and Amp and Compaq this week), in- 
dustry observers again asked: has the much- 
trumpeted “post-rc” era finally begun? 

The rc industry's best days may indeed 
be over. It is unlikely that growth rates will 
again reach the staggering levels of recent 
years. But it is too early to write the PC's obit- 
uary. It will have a central place in the galaxy 
of computing devices for some time to come. 
Nor is the sales picture as grim as it seems. 
Worldwide growth in rc shipments is de- 
clining only slightly. inc, a market-research 
firm, expects the rc market to grow by 19.8% 
in the fourth quarter of this year—only half a 
percentage point less than earlier estimates. 

The real weak spot is the American con- 
sumer market. pc retail sales there fell by 
about 15% in November compared with a 
year earlier, according to pc Data, another 
market researcher. Gateway and Apple, 
which sell mainly to consumers, have been 
especially hard hit. Gateway's sales over the 
Thanksgiving weekend—traditionally the 
busiest shopping period in America—were 
down on the previous year. Apple now reck- 
ons that sales in the quarter ending Decem- 
ber 30th will be $1 billion—some $600m less 
than originally predicted. 

The slowdown in the American econ- 
omy is partly responsible. Sales of pcs have 
closely tracked the long economic boom; it is 
hardly surprising that a cooling economy 
cools sales. And rc makers are not the only 
victims; other technology companies are 
showing signs of weakness, too. Even Sun 
Microsystems, a highly successful maker of 
powerful Internet servers, now appears to be 
experiencing a slowdown—and is offering 
discounts to the end of the year. 

There are also home-made problems, 
particularly in the case of Apple. Its proces- 
sors are slower than those of rivals; its slick 
G4 Cube is hardly flying off the shelves; 
many Mac users are waiting for the new os x 
operating system (which will not now be re- 
leased in January, but later next year) before 
buying a new machine; and the firm has lost 
ground to Dell in the education market. Even 
Apple’s bumptious boss, Steve Jobs, has had 
to admit: “I'm not proud of this.” 


There are also structural factors at work. 
Surveys of American stores show that con- 
sumers are still spending a lot of money on 
high-tech gear, but not on rcs. Instead, they 
are increasingly buying other digital gadgets: 
рур players, digital cameras, video-game 
consoles and handheld computers. The 
leading makers of handhelds, Palm and 
Handspring, will exceed sales expectations, 
according to analysts. It is easy to see why. 
Most consumers already have as fast and 
powerful a computer as they need for most 
applications. Other generally less expensive 
high-tech gear offers more value. 

More important, the рс market appears 
to be saturated, at least in America. More 
than half of American households now own 
a рс. The rest would probably never want 
one, even if the machines were free. For 
them, the technology is simply too compli- 
cated to deal with. Similar trends are on the 
way in the corporate rc market. Companies 
are becoming more reluctant to buy new РС$ 
for theiremployees every three or four years: 
they would rather spend their money on 
more essential stuff, such as networking 
equipment. 


Anew era, sort of 

Taken together, is this proof that the world is 
entering the post-Pc era? Yes and no. Yes, be- 
cause it is now becoming clear that the rc is 
nolonger the only game in town. It is increas- 
ingly the network that does the computing— 
meaning that many software applications 
no longer have to reside on a rc's hard disk, 
but can be delivered as a service over the 
web. Within big companies, for instance, 
more and more "enterprise" software, from 
accounting to human-resource programs, is 
moving from desktop pcs to central servers. 

Yet in other ways the Pc's dominance re- 
mains unrivalled. Sales of поп-рс “Internet 
appliances”, at home and in the office, re- 
main below 2% of rc sales. New versions of 
these devices, from Microsoft's Webrv to 
3Com’s Audrey, have failed to excite con- 
sumers. In the past few months, some others, 
including the Netpliance I-opener and the 
Virgin Connect Webplayer, have fallen into 
the gadget graveyard. 

But perhaps the most significant reason 
why the rc, that box of frustrations, is sitting 
pretty is that nothing else can keep up with 
the pace of innovation on the Internet. What 
was once text, graphics and simple interac- 
tivity has become rich media: music, video, 
animation, instant messaging, net tele- 
phony, radio and more, in many different 
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|! Browser wars, part two 


EMEMBER the browser wars, when 
Netscape and Microsoft fought for 

dominance of the web? For a while, each 
rushed out ever more complex browsersin 
the software equivalent of an arms race. In 
the end, Microsoft prevailed by bundling 
its browser with its Windows operating 
system. 

That fight may, however, prove to have 

been just a warm-up. Now a new browser 
war is under way, as software firms com- 
pete to provide the browsers for “informa- 
tion. appliances" such as set-top: boxes, 
handheld computers and smart phones. 
Such devices are still in their infancy, but 
they are widely expected eventually to 
outnumber pcs. So the stakes in this new 
browser war are high. And this time round, 
the battlefield looks very different. 
For a start, Microsoft is almost no- 
Where to be seen. Its strongest weapon in 
the desktop browser wars—the ability to 
include new software as part of Windows, 
and thus ensure its installation on millions 
of rcs--no longer works. Microsoft's cut- 
down version of Windows for appliances 
has been a flop, and the firm’s strategy of 
tying its browser to its operating system is 
no help if that system is not dominant. But 
Netscape, which is now part of AOL, is still 
very much in the running, alongside doz- 
ens of rivals including Opera, Openrv, Li- 
neo, омх and Pixo. 





Another difference is that the appli- 
ance makers and service providers (such as 
cable-rv and mobile-phone companies) 
will decide which browser comes installed 
on a particular device. On a рс, a new 
browser can be downloaded and installed 
with a few clicks. Not so with appliances, 
whose users will have nochoice in the mat- 
ter. Rival browser makers are thus courting 
appliance makers and service providers, 
rather than trying to woo users. To maxi- 
mise its chances in this beauty contest, a 
browser must be fast and work with many 
different kinds of hardware. 

With so many firmsin the race, itseems 
unlikely that any browser will win a domi- 
nant share. The resulting diversity will 
mean that, for everything to work prop- 
erly, it will be vital that web pages and the 
browsers that display them conform to the 
technical standards laid down by the 
World Wide Web Consortium (w3c). So 








browser makers are rushing to show how 


well-behaved their software is. Contrast 
this with the old Microsoft-Netscape bat- 
tle, when both firms added proprietary ex- 
tensions toexisting web standardsin an at- 
temptto lock in users. 

Netscape claims that its software, 
called Gecko, is the most standards-com- 
pliant browser around. Jon Stephenson 
von Tetzchner, Opera's boss, makes a simi- 
lar claim about his firm. The problem, he 
says, is that only 5% of web pages comply 
with w3c standards. Most are designed to 
look good on Netscape's or Microsoft's old 
browsers, rather than playing by the rules. 
On December 6th, Opera said it will offer 
the Windows version of its browser free. 
The idea, says Mr von Tetzchner, is to in- 
crease Opera's market share and toencour- 
age web designers to look beyond the “big 
two” browsers to a more diverse future. 

This is just one of the many subtle links 
between the old and new browser wars. 
Netscape’s new strategy is similarly in- 
formed by its bruising previous encounter 
with. Microsoft. By making Gecko freely 
available, and encouraging its use with the 
free Linux operating system, it hopes to al- 
low appliance makers to avoid “vendor 
lock-in”. Netscape does not benefit di- 
rectly from this strategy, but the result is to 
make it hard for any single firm (ie, Micro- 
soft) to establish a stranglehold on themar- 
ket. Although the new browser. wars are 
very different from the old, in some re- 
spects little has changed. 








tems other than Windows, and thus cannot 


towards laptops and mobile computing re- 
inforces this. Network computing works 
only when users are hooked up toa network; 
for the mobile professional, that is increas- 
ingly not the case. 

These seemingly contradictory trends 
show that the computing world of tomor- 
row will be much more diverse. Where once 
one type of machine dominated, there will 
be a variety of devices—some smart, some 
dumb, some pcs, some not, all of them con- 
nected by the Internet. Even the РС cham- 
pion, Microsoft, is preparing for this future 
with its NET initiative. 

It is, however, unlikely that the rc of the 
future will look the same or live in the same 
place.. Although ‘sales of desktop pes are 
slowing, laptops are increasingly popular. In 
the latest quarter; Hewlett-Packard sold over 
twice as many notebooks as in the same per- 
iod a year earlier. Ina couple of years’ time, 
portable pcs will outsell desktop machines. 
And pcs might become not only more mo- 
bile,butcould moveinto the basement—asa 
sortof household server that ties post-pc de- 
vices together. The pundits have a name for 
it already: the “information furnace”. Burn, 
bits, burn. 




























`. formats. Only the ec, with. its horsepower 
.and flexibility, can (just about) evolve fast 
` enough to accommodate these changes. 
| In their current form, Internet appli- 
ances have no chance of keeping up. Even 
the best can handle only a few rich media 
formats, and often not the latest version, be- 
` cause to stay cheap and simple they use pro- 
cessors other than Intel's and operating sys- 


run standard programs. Software must be re- 
created for each device, leaving consumers at 
the mercy of the gadget maker for updates. 
The pc, which five years ago had reached 
its peak as the best platform for most office 
applications, has thus found a new calling as 
ahomeentertainmentcentre for games, digi- 
tal photography, music libraries, video edit- 
ing and cp making. But it is the most exciting 
Internet innovation of recent years that 
makes the pc’s case best: peer-to-peer 
N 0 computing, of which Napster is per- 
3 haps the best-known example. In- 
2 stead of semi-dumbterminals being 
spoon-fed by smart servers, peer- 
to-peer is about relatively dumb 
networks connecting powerful 
desktop computers. 
Within companies, the case for 
the survival of the pc is different, but 
no less compelling. Specialised en- 
terprise software is indeed moving to 
servers, but staples such as word-pro- 
cessing or spreadsheet 
programs remain res- 
olutely on the desktop, 
where they tend to 
work best. The move 


29 
pt. 


— а 





THE ECONOMIST DECEMBER 16TH 2000 










: | Whether you're choosing es or investment manage- 
, ment specialists, there" substitute for quality. That's 
| just one good reason why our clients have turned to 
| Julius Baer as their partner of choice. We are committed 
| to long-term capital preservation and enhancement and : 

| we have built a wealth of experience. needed to spot even : 
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: investment markets. We also maintai n a standard 
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FACE VALUE 


Texan bull 


Tom Hicks, a Texan tycoon, has made a fortune in the private-equity business. Is his financial 
gusher about to run spectacularly dry? 


HE only reason why the record $252m 

contract awarded this week to Alex “А- 
Rod” Rodriguez, a baseball star, is not consid- 
ered insane is because the person on the other 
side of the deal is said to be a business ge- 
nius—at least by sportswriters. Tom Hicks, 
owner of the Texas Rangers, has made a for- 
tune through his private-equity firm, Hicks, 
Muse, Tate & Furst, which is second in its in- 
dustry only to the legendary Kohlberg Kravis 
Roberts (KKR). He is known as the most influ- 
ential man in Dallas and is a big fundraiser for 
George W. Bush. Yeteven as he was pulling off 
his greatest sporting coup this week, his busi- 
ness activities were coming under intense 
scrutiny. 

A-Rod is not the only beneficiary of Mr 
Hicks's pre-Christmas largesse. On Decem- 
ber 4th, he promised $6m to the University of 
Texas, Austin to set upa Hicks (et al) centre for the study of private- 
equity finance. Perhaps Hicks Muse will provide a first case-study 
for the new centre: the rise and fall of a private-equity firm. This 
year, Mr Hicks and his partners have lost a packet on bad bets and 
are struggling to raise desperately needed new capital. They have 
even taken the unusual step of offering to guarantee personally a 
20% rate of retum on a $200m slice of their latest fund. Has Mr 
Hicks been flourishing his wallet so freely of late only to reassure 
potential investors that he remainsa pillar of financial strength? 

After a few years on Wall Street, Mr Hicks started his own priv- 
ate-equity business in 1977, borrowing to finance a $4m leveraged 
buyout of a company that made aluminium windows. After re- 
structuring its management, its value soared. With Donald In- 
gram, a partner in that deal, he invested in a further 34 companies, 
mostly in oil and gas. When the oil price plummeted in the early 
1980s, Mr Hicks nearly went bust and spent four years battling his 
partner in court—something that may now be giving him a nasty 
dose of déja vu. 

Having made and lost $10m, Mr Hicks started again in partner- 
ship with Robert Haas, buying Dr Pepper's Texas bottling opera- 
tions for $100m in 1985. With later acquisitions, this became Dr 
Pepper/Seven Up, and was sold to Cadbury Schweppes in 1995 for 
$2.5 billion. The greater ambitions and risk appetite of Mr Hicks led 
the two men to go their separate ways in 1989, and to the creation of 
Hicks Muse. 

The leveraged-buyout stars of the | Buying in 
1980s, notably ккк, loved to do debt-fi- 
nanced hostile takeovers of badly run 
firms—best described in the classic tale of 
the bid for кук Nabisco, “Barbarians at the 
Gate”. Hicks Muse prefers to work with 
management teams, often “rolling up” 
similar companies into a bigger and bet- 
ter-run outfit. Until recently, this strategy 
worked brilliantly, as investments, nota- 
bly in broadcasting licences, generated 
annual returns of around 35% in Hicks 
Muse’s first ten years—twice the return on 
the sap 500 in the same period. 

The first hint of trouble came in 1998, 





Capital raised by US private-equity funds 
——————————————A4 





when Hicks Muse pulled out of several deals 
atthelast minute, leading to legal tussles with, 
among others, Pearson, which owns 50% of 
The Economist. Hicks Muse promised that 
such second thoughts at the altar would not 
be repeated. But on December 8th, its pur- 
chase of 62% of Johns Manville, a building- 
products firm, was called off after Hicks Muse 
tried to renegotiate a much lower price. 

Its recent problems have arisen mainly in 
its investments in technology firms, and in 
particular in their publicly traded securities. 
Worst-hit is a stake in icc Communications, 
a satellite-telecoms firm whose board Mr 
Hicks quit in September, a few weeks before it 
went bust. Shares in Rhythms NetConnec- 
tions and Viatel have not fared much better. 
According to Grant's Interest Rate Observer, a 
financial newsletter, as of November 21st, 
some $1.35 billion invested in such securities by Hicks Muse had a 
market value of only $191m. Hicks Muse disputes these figures. 

Worse, the firm has increasingly borrowed to invest, confident 
that it would be able to raise private equity to repay the loans later. 
This year, as news of its troubles spread and private-equity fund- 
ing in general has dried up, Hicks Muse has struggled to raise fresh 
equity. The need to repay big loans from commercial banks has 
sent it scrambling for cash. 


Strike two 


Mr Hicks, who operates at times as a self-described “benevolent 
dictator” within the firm, is famously certain of his own abilities, 
and may have got carried away in the tech bubble. A rival private- 
equity investor involved in a recent bidding war recalls Mr Hicks 
warning him that “whatever you bid, ГЇЇ win” —which he did, and 
the deal is already a turkey. 

Hicks Muse may simply have got too big, too fast, says Josh 
Lerner,an economist at Harvard Business School. The funds raised 
by the firm have ballooned from $255m in 1989-90, to $2.5 billion in 
1996, to this year’s planned $6.5 billion—now cut to $4.5 billion and 
falling. To find places to invest this money it has had to diversify 
into areas in which this erstwhile value investor lacks the desirable 
amount of expertise. Hicks Muse has operations in Europe and 
Latin America, and buys technology shares in the public equity 
markets—which is somewhat at odds 
with the whole notion of private equity. It 
now has eight partners, up from an initial 
three, and 150 employees. Private equity 
has traditionally delivered higher returns 
because firms were small and nimble,and 
because they tied rewards clearly to per- 
sonal performance, says Mr Lerner. 

People familiar with Hicks Muse's 
portfolio say things are not yet disastrous, 
and the firm may recover its swagger. But 
if it remains hard to raise equity or to bor- 
row next year, Mr Hicks may find himself 
added to the roster of financial superstars 
who turned out to be mere mortals. Per- 
haps A-Rod will offer some consolation. 
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Thanks to Online Markets early arrival, 
people these days are happier to rise - and 
a lot more likely to shine. Online Markets is 
simply a better way of doing things. Brought 
to you by one of the world's leading 
investment banks, at the cutting edge of 
financial e-commerce, it brings you the 
benefit of direct access to the international 
capital markets. Online Markets puts you in 
control, offering speed, flexibility and cost 
efficiencies with advanced security. 





For further information, please email: 
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Unlike some of our competitors, we're not 
offering a vague vision of the future. 

On ine Markets is here and now, with market 
leading products from UK equities to foreign 
exchange. There will, of course, be more 

to come, with a programme of new 
products to be phased in. But already, 

online Markets brings you a world of 
resources and opportunities for research, 
trading and settlement online. More than 
enough to make you spring out of bed. 
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It's one of the last unconquered 
frontiers on earth. Located in Saudi 
Arabia's Empty Quarter, 340 
kilometers (200 miles) from the nearest 
anything, Shaybah is a land of 
towering sand dunes and immense salt 
flats, with temperatures which exceed 
50°С (120°F) in the summer. But it's 
also home to an oil field containing 
billions of barrels of light crude— 
energy the world needs now and in 
decades to come. 


Saudi Aramco took up 
the challenge of 
harnessing that energy. 
In the course of the 
project, we built a 386- 
kilometer (240-mile) 
access road, laid a 645- 
km (400-mi) pipeline, and 
constructed extensive 
production, communica- 
tion, maintenance, 
support and residential 
facilities. And we did it 
in record time. One problem we faced 
was finding sand—you see, the fine 
grains of the local sand in Shaybah 
make it unsuitable for use in building 
materials. As a result, we trucked in all 
of the sand needed for the concrete that 
was poured. Now, what was once 
barren desert is a sprawling mini-city 
and a state-of-the-art industrial 
complex. 


The end result is abundant energy. 
Shaybah holds more than 14 billion 


© 2000, Saudi Arabian Oil Company 


barrels of oil—roughly equivalent to 
the reserves of the North Sea—and 
some 25 trillion cubic feet of natural 
gas. The 500,000 barrels of oil we 
produce in Shaybah each day is 
equivalent to the daily total energy 
needs of over 10 million households. 





But Shaybah is just part of Saudi 
Aramco's story. We manage a quarter 
of the world's total oil reserves, and 





Saudi Aramco's Shaybah Field adds 560,000 barrels to the world's daily 
supply of crude oil and helps ensure a stable supply of energy. 


maintain a 10 million barrel-per-day 
production capacity, far exceeding any 
other company in the world. That oil, 
along with our integrated petroleum 
production, processing, storage and 
shipping network, helps to ensure a 
stable supply of affordable energy now, 
and well into the future. 
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Energy to the world. 
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Опе global energy partner offers 
a world of commitment. 
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No matter where we work, our goal is the same. To meet every commitment 
and deliver on every promise. Not only to each country but also to the people 
who live there. Maybe that's why our oil, gas and chemical partnerships are so 


strong and lasting. When we give our word, our partners trust that we will keep it. 


Chevron 
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The symbol of partnership. 


www.chevron.com 


TELECOMS IN TROUBLE 





The ieu drea of some of the world's biggest telecoms giants lie in ruins. 







OR those who belie ethat hubrisisnever 

that far ahead of nemesis, it was a mo- 
ment to savour. Bernie Ebbers, the cowboy- 
booted chief executive of WorldCom, who 
became the personification of 1990s tele- 
coms braggadocio, had come to say "sorry". 
The occasion was a presentation last month 
to Wall Street analysts about WorldCom's 
deteriorating financial performance, and the 
-unveiling of a desperate plan to 
inject life into its sagging share 
price by separating consumer 
services from the parent com- 
pany. ^We recognise that as a 
company we have let you inves- 
tors down, 1 have let myself 
down," Mr Ebbers grovelled. 

Yet within hours of Mr Eb- 
bers’s touching conversion to 
humility, another $14 billion had 
been wiped off WorldCom's 
market value. The shares have 
since fallen by a further 20%, 
leaving the company capitalised 
at only $50 billion—down from 
$150 billion a year ago, when Mr 
Ebbers unveiled his audacious 
$115 billion bid for Sprint, a long- 
distance rival (the deal subse- 
quently fell foul of regulators). 
Even in the twilight world of 
dotcom zombies, it is hard to 
find many who have gone from 
hero to zero quite as spectacu- 
larly as Mr Ebbers. 

WorldCom's reversal of for- 
tune may be extreme, but itis far 
from unique. The other two big American 
long-distance carriers, Sprint and AT&T, are 
both trading at near 52-week lows. Sprinthas 
been left floundering following the collapse 
of its merger with WorldCom. atat’s boss, 
Mike Armstrong, last month announced a 
do-or-die plan to break the company upinto 
four parts, after investors lost faith in his $100 
billion bet to reinvent the company as а ca- 
ble operator. 

In. Europe, meanwhile, the cost of ac- 
quiring third-generation (3G) mobile-tele- 
phone licences in national auctions may 
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for once-cocky upstarts is not much better. What went wrong 


amount in total to around $150 billion. That 
has crippled the balance-sheets of several of 
the successful bidders. Partly because of the 
3G auctions, two of the biggest former mo- 
nopoly national incumbents, Deutsche Tele- 
kom and British Telecom, have each lost 
around half their value this year and seen 
their credit ratings slashed. So has France Te- 
lecom, despite the easier ride it hasenjoyed 


in its home market thanks to a lenient regu- 
lator. In an attempt to revive its share price, 
вт recently announced a pale imitation of 
AT&T's plan toseparateout its business units. 


Salamitactics 

Although each of these big telecoms giants 
suffers its own particular affliction, they also 
share some broad common problems. The 
combination of liberalisation, intensifying 
competition and new technology has been 
nibbling away at therevenues and profits of 
their voice businesses for several years; re- 










































cently, the nibbles ha ге turned into bites. - 


cost more to roll out anc 
tums more slowly than expec 
The telecoms giants have believed 

article of absolute faith, that huge scale 
vertical integration would be critical advan 
tages in the battle against entrepreneuriall 
‘nimble challengers. All reckoned that sh 
size would help them to dictate the pace of 
technological change. In particular, they 
thought it would allow them to manage 
gradual transition from their "legacy" с 
cuit-switched voice networks to data net- 
works based оп Internet Protocol (тр): stan 
dards. Yet almost all now trade at a discount 
to the sum of their parts, a clear. 
sign that investors no longer be 
lieve in the virtues of size, 
The fall-out is not limited t 
the giants, either: it has; perhap 

"surprisingly, also engulfed man 
of the new wave of telecoms 
firms. Two of the most highly 
rated “bandwidth barons”, Wil- 
lams Communications and: 
Level з Communications, al- ^ 
though. close to completing: 
state-of-the-art fibre-optic net- 
works that criss-cross America, 
have seen their shares. ham 
mered, Global Crossing, which: 
has invested heavily in undersea 
cables designed to move d 
traffic around the world at light 
ning speed, is in a similar pickl 
Other former high-flyers, suc 
as rsiNet and icc Communica 
tions, have seen their market 
value fall so far and so fast tha 
their only hope of survival may 
now depend on a distress sale to 
acompetitor. 

A similar fate surely : awaits: 

many of the competitive local exchange car: 
riers (CLECs) that sprang up to provide an al: 
ternative service to the Baby Bells after the 
passing of America's 1996 telecommunica-- 
tions act. Even one of the best, RCN Corpora- - 
tion, which offers high-speed Internet ac~ 
cess, voice and cable television to apartment 
blocks in big cities, has seen its shares fall to 
less than a third of the value ascribed: to 
them earlier this year. In Europe, companies 
ranging from Spain's Jazztel to Paris-based 
Complete! have suffered similarly; so have 
two of the largest European cable firms that 
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are offering telephony, Internet and televi- 
sion, NTL and UPC. 

Only a handful of telecoms firms have 
avoided the full wrath of the markets. Colt 
and Energis, a pair of British alternative car- 
riers, are two examples. Another is Cable & 

^ Wireless, which has successfully shed its 
holding-company image. Vodafone, the big- 
gest mobile-phone operator of the lot, has 


p "also suffered far less than rivals with fixed- 


line parents, and has kept its credit rating— 
one reason why it was able this week to 
snatch a chunk of Japan Telecom from un- 
der the nose of st, thereby securing a com- 
manding position in J-Phone, the biggest 
competitor to NTT DoCoMo. 

And then there are the American Baby 
Bells: sac Communications, Verizon, Bell 
South and Qwest/us West. As a senior offi- 
cial of America’s Federal Communications 
Commission (Fcc) admits, they have 
“played the regulatory game well”, using 
their local monopoly power to restrain the 
inroads of the cecs. They have also bene- 
fited from the growth in their wireless divi- 
sions and from rising demand for additional 
lines and for digital subscriber line (pst) 
broadband services. But they may yet find 
that America's own auction of next-genera- 
tion mobile licences, the first phase of which 
began this week, costs their wireless divi- 
sions dear. 


Market failure? 


Itis always possible to rationalise something 
after the event. But when a miasma of such 
intensity falls over an entire industry, made 
up of different types of company, and on 
both sides of the Atlantic simultaneously, 
simple explanations may not do. In fact, 
while there are similarities between America 
and Europe, there are also big differences. 
The best place to start is by looking at the 
factors that drove the long telecoms bull run 
that began some three years ago and ended 
abruptly in March this year (see chart 1). 
There were three main drivers of growth in 
the industry. First was the kick to compe- 
tition given by liberalising and market- 
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opening legislation in both America and Eu- 


rope. Next came the arrival of the Internet as 
aserious platform for business and as a con- 
sumer phenomenon, resulting in an explo- 
sion in data traffic and new services. And 
third was the accelerating growth of mobile 
telephony, especially in Europe thanks to 
the brand, connectable market created by 
the single Gsm technical standard. 

In Europe, falling government-bond 
yields, partial privatisation of former 
monopolies and a relative scarcity of large 
technology-related shares also meant that 
there was a tide of money ready to pour into 
newly listed telecoms companies. In Amer- 
ica, the struggle for size and advantage be- 
tween the four principal predators of the in- 
dustry—WorldCom, the two most 
acquisitive Baby Bells (sac Communica- 
tions and Bell Atlantic) and arar)—com- 
bined with the willingness of regulators to 
stand back and shareholders to cheer them 
on, led toa rash of mergers and mounting bid 
premiums--and a dwindling number of big 
firms. The belief that demand for bandwidth 
was inherently insatiable also made it possi- 
ble for such upstarts as Qwest and Level 3 to 
build advanced networks with almost free 
money and generate huge market values, 
thanks to what Qwest's Joe Nacchio boasts 
are their “obscene” operating margins. 

So what changed? After all, the two big- 
gest causes of recent suffering—cheap band- 
width and the spur to competition from lib- 
eralisation—are neither new пог that 
surprising. Even before the telecoms bull 
market got going, it was clear that traditional 
voice telephony, and above all long-distance 
voice, would eventually become a difficult 
business. But it has all happened much 
faster than anybody expected. New long- 
haul optical-fibre networks with almost un- 
imaginable capacity, combined with intense 
competition (there are over 500 long-dis- 
tance providers in America today), are driv- 
ing prices inexorably towards zero. 

Asthe Baby Bells are allowed to compete 
in long distance (the quid pro quo for taking 
market-opening measures in their own 
backyards) and so to provide a single bill for 
all calls, the attrition on WorldCom, Атат 
and Sprint (which still earn between 50% and 











75% of their revenues from voice) will inten- 


sity. As it is, profits disappointments for in- 
cumbents are becoming the rule. arat’s Mr 
Armstrong describes his consumer-voice 
business as being in “systemic decline”. 

In Europe, although incumbents are a 
shade less vulnerable than the American 
long-distance carriers to relentless compe- 
tition, they are not so well-placed as the 
Bells, for whom long distance is a business to 
win rather than one to lose. And where the 
Bells have sought scale advantages by merg- 
ing with each other, their European counter- 
parts have remained largely national in 
scope, taking minority holdings abroad, but 
rarely control. When Deutsche Telekom tried 
to buy Telecom Italia, the deal fell apart 
thanks to Italian politics. The exception is 
Spain's Telefonica, which has pieced to- 
gether a potentially valuable collection of 
Latin American assets. 

Meanwhile, the speed at which Europe’s 
incumbent telcos succumb to the competi- 
tive forces unleashed by the European Un- 
ion in 1998 varies from country to country, 
depending on the skill with which the for- 
mer monopoly has fought its corner, and the 
toughness of local regulators. The two big 
companies under the greatest pressure from 
local market erosion—sr and Deutsche Tele- 
kom--are, paradoxically, the ones that were 
once tipped to do best in the new liberalised 
environment. However, even still-dominant 
France Telecom and Telefonica may feel the 
heat next year, when the ev-imposed un- 
bundling of their monopoly “local loop” 
takes effect, giving rivals the right to place 
their gear in incumbents’ exchanges. 

As their core businesses decline, inte- 
grated carriers have also discovered that the 
financial markets are no longer, as they once 
were, excited by the possibilities of “bun- 
dling" their array of voice, corporate data, 
wireless and consumer broadband services. 
Instead, the fashion has switched in favour 
of highly focused "pure plays", such as the 
wireless firms Vodafone and VoiceStream (a 
$51 billion acquisition target of Deutsche Te- 
lekom), or web-hosting specialists such as 
Exodus and Digex (which WorldCom is 
buying) and against the telecoms "holding 
companies”. The consequence is that growth 
businesses have been submerged and their 
potential impact on the parent’s share price 
depressed by what Mr Armstrong calls a 
“lowest common denominator effect”. 


Breaking up the giants 
Hence the plans of Br, arat and WorldCom 
to put some distance between the dull bits of 
their business and the ones that investors 
find more exciting, through a mix of spin- 
outs and tracking stocks. This is a step in the 
right direction, but until the new entities 
prove their entrepreneurial credentials and 
show some independence, sceptics will ar- 
gue that it is mere financial engineering. 

A good part of that scepticism comes 
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from knowing that a further motive behind 
ће attempt to disaggregate is the desperate 
need that many companies have.to reduce 
their indebtedness (see chart 2 on previous 
page). вт, Атат and Deutsche Telekom have 
all seen massive deterioration in their once- 
strong balance sheets over the past 18 
months. Атат has $62 billion-w orth of debt 
hanging round its neck edit rating 
only a notch above jun! is 
from almost nothing to 
lion ($45 billion) in. Ma 
Telekom expects its indebtedr 
nearly $70 billion after the 

Across the industry, the ra 
investment to sales has ratch d up, from 
about 15% to 20% in the past year, with no re- 
lief in sight. And now heavy equity issuance 
plans are also overhanging markets that are 
already chokingon telecoms debt. Two years 
ago, telecoms accounted for 7.4% of Europe's 
syndicated-loan market, but today itis more 
than 35%. вт is now testing the market with a 
$10 billion global bond offering, having hu- 
miliatingly withdrawn à similar issue just a 
few months ago. Regulators around the 
world are issuing warnings to banks about 
their exposure to telecoms debt (see chart 3). 

If the new tightness of the capital mar- 
kets is causing problems for incumbents, it is 
threatening to squeeze the life out of previ- 
ously highly rated upstarts. Just as dot.coms 
were encouraged by investors to spend 
whatever it took to build their businesses at 
breakneck speed, the same was true of any- 
body wanting to lay fibre or who had some 
promising new technology in data commu- 
nications. And just as the emphasis has 
switched to cash burn and the “path to pro- 
fit" for dot.coms, soit has for telcos. 

Those, like Level 3, that are already 
largely funded, will survive and probably 
prosper. But the rest are in a jam. One exam- 
ple is Covad Communications, a pioneering 
provider of high-speed Internet access using 
psı technology. After shedding its chief ex- 
ecutive in November, Covad recently an- 
nounced that it was sacking 400 employees 
and shelving plans to expand its network, in 
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an effort to trim costs by 30%. Covad's 
chances of raising fresh money, after seeing 
its shares fall from $66 on March ist to less 
than $3 now, are precisely nil. 

The fear is growing among investors that 
the flood of money that went to fund the 
building of new capacity for the Internet will 
result in a bandwidth glut that will ensure 
measly returns right across the industry. But 
are things really that bad? 

Markets may to some extent be overre- 
acting. There may indeed be too many firms 
out there, but the fundamentals have not 
changed. The Internet-driven demand for 
capacity is still doubling roughly every three 
months, and the operating economics of the 
new networks provide unprecedented mar- 
gin protection even when prices are in free 
fall, as has been shown by Qwest. 


Survival strategy 


Is that longer-term perspective enough to re- 
store hope to this shattered industry? A little 
good news might go a long way in winning 
back confidence, if not as far as pre-March 
valuations. Merrill Lynch, an investment 
bank, argues that, in Europe, incumbents 
stand to gain from a rapid roll-out of psx; ev- 
idence of strong subscriber demand for 
wireless data when so-called 2.56 mobile 
services are launched next year could also 
work wonders. But investors are no longer 
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prepared to take things on trustand vill wai 
for actual rather than “future delivery”. 

In America, there are other potential cat: 
aiysts for a modest recovery. Christophe 
Mines, a senior analyst with Forrester R 
search, a technology consultancy, is op- 
timistic that more focused efforts by АТӘТ 
and WorldCom will provide increasingly: 
stiff competition for so far impervious Bells. - 
Mr Mines also argues that, as other parts of: 
the telecoms industry successfully embrace: 
new. models, based on competing within 
horizontal layers of activity and co-operat- 
ing with companies that occupy other parts. 
of the value chain, the Bells “with their obso- 
lete networks and obsolete management 
structures” could be next for a shake-up. 
“Their day of reckoning has been post- 
goned, but not cancelled," he says. 

The key to what comes next, according to 
Mark Bruneau of Adventis, a telecoms con- 
sultancy, is the opening up of what is known: 
as the “last-mile bottleneck”. Enormous” 
bandwidth now exists on long-haul net: 
works and in the fibre rings that surround. 
big cities in Europe and America. But the cost 
cf bringing the fibre to the home has been 
prohibitive. Mr Bruneau says that, over the. 
next two to five years, “bandwidth will be 
equalised to the door’. As that happens, a 
wave of innovation will be released, leading 
to a multitude of new “bit-burner” applica- 
tions for both businesses and consumers. 

Mr Mines reckons that new providers 
laying dark fibre in city stréets and using a 
disruptive technology known as “Gigabit 
Ethernet", such as Yipes, Telseon and Look- 
ing Glass, will break the bandwidth bottle- 
neck over which the Bells and European in- 
cumbents have profitably presided. Both ће: 


and Mr Bruneau believe that the telecoms... 


industry will increasingly belong to special- 
ists rather than the integrated generalists of 
old. According to Mr Mines, the new rules for 
success will be to “provide just one part.of 
the puzzle" and to co-operate with other 
suppliers to create the complete "solutions" 
that customers require. Increasingly, web- 
hosting firms such as Exodus and Loudcloud : 
will be intermediaries between bandwidth- 
providers, such as Level 3, and customers. 

If this vision is right, the big telcos that: 
are splitting themselves up are doing the 
right thing, even if for the wrong reasons. Itis 
no accident that today's most successful te 
lecoms firm is Vodafone, which has stead: 
fastly concentrated on building scale within 
a single horizontal business layer. As the 
computing and financial-services industries 
have shown, vertical integration breaks: 
down when innovation speeds up. The big; 
telecoms firms that will win back investor .- 
confidence soonest will be those with the ^ 
courage to rip apart their monolithic struc- 
zures along functional layers, to swap size for 
speed and to embrace rather than fear dis- 
cuptive technologies. Expect some surprises. 
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First the put; then the cut? 


NEW YORK 


America's financial markets can now stop blaming the electoral impasse for 
their woes, and start focusing on deteriorating economic fundamentals 


ALLSTREET had been hoping against 

hope that a result in the presidential 
race would spark a stockmarket rally. But on 
December 13th, as news spread that Al Gore 
had decided to concede, a surge in the New 
York and Nasdaq stockmarkets soon fal- 
tered. Could it be that all the talk by Wall 
Street’s bullish share gurus about the damag- 
ing impact of presidential uncertainty was 
so much hot air? The real reason for the onset 
of a bear market in shares has been a sharp 
decline in the prospects of many American 
companies, as the economy has slowed and 
sources of fresh capital have dried up. 

Profit warnings have be- 
come a daily ritual. One by 
one, companies that had 
seemed effortlessly able to 
meet analysts’ expectations 
have delivered bad news, and 
most have been punished by 
investors for their trouble. As 
suppliers complain that bills 
are not being paid on time by 
well-known companies that 
are using every trick in the 
book to eke out their profits, 
can it be long before even 
Cisco issues a profit warn- 
ing—and how will investors 
react to their current poster- 
child proving fallible? 

Profits are “falling offa cliff", says Chuck 
Hill of First Call, a research firm. On October 
ist,analysts were forecasting profit growth of 
15.6% for the sar 500 companies in the fourth 
quarter. Now they expect only 7% growth, 
with the outlook worsening by the day. 
Technology-company profits, expected to 
rise by 29% at the start of the quarter, are now 
tipped to rise by only 10%, says Mr Hill. Janu- 
ary, when most results are announced, will 
be more miserable than ever—particularly if 
consumer sentiment continues to deterio- 
rate. The University of Michigan survey of 
consumer confidence plunged sharply this 
month. November's retail sales figures, re- 
leased on December 13th, were much 
weaker than expected. 

Cometh the hour, cometh the man—or 
so investors hope. The “Greenspan put” is 
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once again the talk of Wall Street. This mythi- 
cal financial security first entered the invest- 
ment lexicon after the crisis in 1998 over the 
collapse of Long-Term Capital Management, 
a hedge fund. The idea is that the Federal Re- 
serve can be relied upon in times of crisis to 
come to the rescue, cutting interest rates and 
pumping in liquidity, thus providing a floor 
for equity prices. This is similar to a put op- 
tion that guarantees investors a minimum 
price at which they can sell their shares. 
Belief that the put is again “in the 
money” was revived by the speech of the 
Fed chairman, Alan Greenspan, on Decem- 
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ber 5th, which was unusually clear in its up- 
beat, “I'm here” message. Since then, futures 
prices have been predicting a 50 basis-point 
cutin short-term interest rates by April. 

For all his talk of the perils of irrational 
exuberance, Mr Greenspan has been adept 
at pumping up share prices in the past. Yet 
this time may prove too challenging even for 
his magic. Rate cuts may cause the dollar to 
weaken, perhaps leading foreign investors to 
think twice before buying American assets. 
And if the confidence of consumers really 
has been dented, after being so strong for so 
long, they may not respond as readily to a 
stimulus as economic models predict—par- 
ticularly if they start to worry about their re- 
cord levels of debt. 

Above all, the private firms at the heart 
of the financial system may have become 


too risk-averse to respond to rate-cut 
promptings. Banks have taken a close look at 
their loan portfolios and turned white with 
fear. Bank of America, oneof the biggest cor- 
porate lenders, this week announced yet an- 
other $1 billion debt write-off and the depar- 
ture of a number of senior personnel from its 
lending operations. Mr Greenspan's ap- 
peal—quite remarkable for a central banker 
in an economy that is already deep in debt— 
that banks "should now guard against al- 
lowing the pendulum to swing too far the 
cther way by adopting policy stances that 
cut off credit to borrowers with credible 
prospects," may fall on deaf ears. 

Prospects are even glcomier in the cor- 
porate-debt markets. Mr Greenspan is right 
that "the palpable fear that dominated fi- 
rancial markets" in the 1998 liquidity crisis is 
absent today—for one thing, financial insti- 
tutions have more capital end a better idea of 
what risks are in their portfolios. But the Fed 
chairman is surely kidding when he says 
that “current circumstances are in no way 
comparable" to then. Actually, according to 
the Bank Credit Analyst 
newsletters respected "Fi- 
nancial Stress Index", they 
are even worse: the risk of fi- 
nancial turbulence has not 
been this high since the 
American banking crisis in 
1990 (see chart). 

The implosion of the cor- 
porate-debt markets has now 
sucked in che hitherto low- 
risk commercial-paper mar- 
ket, їп which investment- 
grade companies do short- 
term borrowing. Spreads be- 
tween blue-chip commercial 
paper anc slightly lower- 
grade paper have soared 
from 25 basis points on November 24th to 
around 100 points now. 

Two main factors are at work, says John 
Hollyer, a fund manager at Vanguard. In the 
first place, the market has expanded rap- 
idly—from $82 billion a year ago to $140 bil- 
Lon today—as firms squeezed out of the 
bond market have sought shorter-term al- 
ternative financing. And secondly, there has 
been a sharpdecline in the creditworthiness 
of some hitherto blue-chio borrowers—no- 
tably Xerox, which may have avoided bank- 
ruptcy only by drawing cown a credit line 
that it had the foresight (or good fortune) to 
secure in happier times. There were 19 
downgrades of commercial-paper issuers 
during the first nine months of 2000; so far in 
the fourth quarter there have been 20. 

Things are worse still in the high-yield 
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("junk") bond market. A new report by 
Moody's, a credit-rating agency, forecasts a 
sharp increase in junk-bond defaults over 
the coming year. Worse still, Moody's lists a 
large crowd of firms that will need to refi- 
nance their debt (bonds and bank loans) 
next year, and calls into question their ability 
to do so. There is every chance that this list 
will have a similarly depressing effect on the 
debt markets as a list of dot.com firms that 
were running out of cash, published early 
this year by Barron’s, had on Nasdaq. 

This is not a happy situation for a new 
president. Nor will Mr Bush’s enthusiasm for 
tax cuts reassure investors. And if he seeks 
comfort from the fact that the Republican 
Mr Greenspan is still at the helm, trying to 
keep the economy and the markets out of 
trouble, he should not discuss it with his fa- 
ther, who still blames the Fed chairman for 
losing him the 1992 election. 





Deutsche Borse H 
Floating and 
flirting 


OLLOWING the failure of its planned 

merger with the London Stock Exchange 
(15е), Deutsche Börse, the company that runs 
the Frankfurt stockmarket, has blown the 
dust off a plan it hatched a year ago to float 
itself on its own exchange. Deutsche Bórse's 
supervisory board approved the initial pub- 
lic offering on December 11th. 

In the first half of next year, Deutsche 
Börse will float an undisclosed proportion of 
its equity. Some will come from a capital in- 
crease, and the company's existing owners 
will sell some of their stakes. At present, Ger- 
man private-sector banks own 54% of the 
shares, other banks have 27%, Germany's 
small regional exchanges own 10%, and bro- 
kerson the exchange floor have 9%. 

The new iro plan differs from the old in 
two ways. First, Deutsche Börse has ditched 
the idea of changing its name to Euroboard. 
Second, it will be listed on the Frankfurt ex- 
change’s main board, not on its growth- 
stock arm, the Neuer Markt. Deutsche Borse 
is bigger than it was a year ago, explains a 
spokesman, and it is easier for companies to 
control the technical process of listing on the 
main board than on the Neuer Markt. Since 
the company runs the shop, it presumably 
knows what it is talking about. 

Why has Deutsche Bórse gone back to 
the тро plan? In part, because the flotation 
will raise money that it can invest in its own 
products. It would like, for example, to at- 
tract more members to its Xetra trading plat- 
form, and to the Eurex derivatives market, 
which it owns jointly with the Swiss stock 
exchange. But the тро and the capital in- 
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crease will also give it an acquisition cur- 
rency in the continuing consolidation of 
global stock exchanges. 

The collapse in September of the Frank- 
furt-London merger, which would have 
brought together Europe's biggest two ex- 
changes by market capitalisation, has at 
most slowed this process only a little. The 
case for international deals still holds: with 
merged trading systems, investors would get 
cheaper access to a wider pool of shares. 
Later in September, the Amsterdam, Brussels 
and Paris bourses finalised their union, to 
create Euronext, a third force in Europe. 
Euronext is keen to court both Europe's 
smaller exchanges and its larger ones, such 
as the LSE. 

At present, however, a transatlantic 
merger looks just as likely as further purely 
European ones. An attempt by Sweden’s om 
Gruppen to buy the tse, which killed off the 
Frankfurt deal, itself ended in defeat last 
month. Deutsche Bórse, meanwhile, is seek- 
ing €10m ($8.8m) in compensation from the 
LSE (about one-eighth of the Londoners’ pre- 
tax profit) for being jilted at the altar. 

Whileall this has been going on, Nasdaq, 
the chief American tech-stock market, has 
been sniffing around fora European partner. 
In particular, it has been talking to the Lse. 
The British, however, having seen both an 
agreed merger and a hostile one fail, are in no 
mood to link up with the Americans. Nas- 
daq is said to have threatened to approach 
Frankfurt if the tse does not say yes within a 
month. Such an ultimatum could hasten a 
deal—somewhere. 
= 





Investment-bank mergers 


Poached fish 


NEW YORK 


HE biggest winners from the recent spate 

of investment-bank mergers and acqui- 
sitions may be those banks that have steered 
clear of it. Not only are they spared the pain 
of making mergers work; they are also able to 
pick up some of the malcontents in firms 
that are being merged. 

Nowhere have malcontents 
been more evident in recent 
weeks than at Donaldson, Lufkin 
& Jenrette (prj). Since being ac- 
quired by Credit Suisse in Septem- 
ber, рі bankers have been rush- 
ingfor the exits. On December sth, 
Ken Moelis, who had turned DLJ 
into the leading junk-bond un- 
derwriter (so creating a big reason 
for the acquisition), became the 
latest high-profile departure. He 
and six colleagues are joining uss. 
Another merger where all is not 
well is that between J.P. Morgan 
and Chase Manhattan. As the two 
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firms combine operations, morale has 
plunged. There are concerns about the qual- 
ity of Chase's loan portfolio and about job 
cuts to come. 

Mergers such as these have provided big 
benefits to those not involved in them. Be- 
sides its contribution to uss, DLJ has pro- 
vided a new co-head of mergers at Bear 
Steams and what amounts to a small invest- 
ment bank at Deutsche-Alex Brown. Gold- 
man Sachs has been a big beneficiary from 
theexodus of prized staff from J.P. Morgan. 

The biggest winner of all, though, is a 
firm that has made a virtue of avoiding 
mergers: Lehman Brothers. In the past year, it 
has increased its workforce by 25%, to over 
11,000, picking up big fish from Salomon 
Brothers after its absorption into Citigroup, 
and from J.P. Morgan and Chase. Its most 
successful poaching ground, however, has 
been pty, from which it has hired at least 250 
people, although Wall Street gossips put the 
figure much higher. 

Money—to be precise, lots and lots of 
money—has been an ingredient in many of 
the moves. Mr Моејіѕ is believed to be re- 
ceiving $20m a year for three years from UBS 
on the assumption that he will generate 
$150m-200m in revenues. Even mid-level 
bankers may receive offers of $1m-3m a year. 
It would be wrong, though, to attribute too 
much to compensation packages. Senior DLJ 
executives are reported by underlings to be 
muttering that the sale was at the right time 
and the right price, but to the wrong buyer. 
As well as the nebulous matter of “culture” 
there is the abundant overlap between DLJ 
and сѕев, Credit Suisse's existing investment 
bank with which pty is being merged. 

Mr Moelis, for example, played a large 
role in telecoms finance, an area that en- 
croaches on the turf of csre’s star technology 
banker, Frank Quattrone. Mr Quattrone is 
credited with putting csrs at the top of the 
league for high-tech initial public offerings. 
This business has since cooled right down. 
Moreover, the distribution of rros is cur- 
rently under investigation by the Securities 
and Exchange Commission (sec) which is 
looking into commissions extracted from in- 
vestors in such deals. 

Morale is low at сѕев. Defectors say it 


LS 


had assumed it would be in the driver's seat 
and was shocked to find how willing some 
DLJ employees were to bolt at the first sight 
of their new employment packages. More 
defections are expected at the end of Febru- 
ary after the annual bonus season. As bo- 
nuses can amount to as much as 90% of sal- 
ary, many are ready to put up with a few 
months of sharp elbowing. csrs says that it 
wanted to lose some of the defectors any- 
way, and that the best time to evaluate its 
purchase will be in 18 months' time. 

As for Lehman, it survived—and es- 
caped—its own merger from hell between 
1984 and 1994, when it wasowned by Ameri- 
can Express. Now it has transformed itself 
through organic growth from a narrow bond 
house into a broadly based global invest- 
ment bank. Its return on equity has risen 
from 3.7% in 1994, shortly after it was spun off 
from Amex, to more than 29%, among the 
highest on Wall Street. In six years, its mix of 
business has shifted from two-thirds fixed 
income, one-third equities and investment 
banking, to the reverse. 

Rather than buying, it has focused on 


cutting costs. Unlike rivals that offered their 
employees cappuccino bars and free gyms, 
Lehman favoured only those benefits that 
come free, like the opportunity to wear ca- 
sual dress. Despite constant Wall Street 
speculation, Lehman has yet to receive a 
marriage proposal worth considering from 
any other bank. But it has contemplated do- 
ing some acquiring of its own, and it took a 
close look at pty, Schroders and Spear Leeds 
Kellogg (all of which have since been bought 
by others). In each case, it felt the acquisition 
costs were based on valuations inflated by 
unusual and unsustainable conditions. 

Lehman's chief executive, Richard Fuld, 
may one day be tempted to flourish his 
cheque book. But shareholders can easily 
lose out when their firm buys another. Not 
only is Mr Fuld a big shareholder himself. He 
is surrounded by them: 34% of Lehman's 
shares are owned by its employees, up from 
4% in 1994. Their ranks are being swollen 
daily by refugees whoare all too happy to re- 
mind them of the risks that mergers present, 
to both jobs and shareholder value. 
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N DECEMBER 8th, the South Korean 

government decided to do something 
about the country's desperately dilapidated 
corporate-bond market. The Ministry of Fi- 
nance ordered banks to lend to companies 
that are unable to issue bonds, and then 
themselves to issue bonds backed by the 
loans. In the absence of any likely buyers for 
the banks’ paper, the governmentis also ask- 





Won-ky 
Sources of corporate finance in South Korea 
won trn | 
1997 1998 1999  2000* 
Bank loans y 434 -15.9 24 230 1 
Short-term 44 -11.7 -16.5 2.7 
commercial paper È 
Bonds , 248 459 17. 09 
Equity 90 135 390 136 
Source: Bank of Korea *jan-Nov 








HE City of London, last bastion of for- 

mal workwear, is under pressure from 
the American craze for "dress down", the 
wearing of casual clothes. Savile Row's 
Gieves & Hawkes, tailors to gentlemen for 
215 years, reported a first-half loss this year, 
largely due to the rise of casual wear at 
work. This change of fashion is confusing 
some traditionalists, and they are turning 
to advisers to tell them what to wear. 

Take Philip Randall, senior partner of 
Arthur Andersen's London practice. After 
30 years as an auditor, he is unused to 
wearing anything other than a suit to work. 
So when Arthur Andersen went full-time 
"business casual" at its springtime re- 
branding (as a consultancy rather 
than an accounting firm), Mr Ran- 
dall decided to call on professional 
help. He hired Laurel Herman, an 
image consultant, to advise him on 
what colours and styles to wear. 

For a year or so, since London's 
professional firms began to import 
the idea of dressing casually for 
work, image consultants have been 
busy adapting the American con- 
cept to British business life. Color 
Me Beautiful (cms), Britain's biggest 
image consultancy, has recorded a 
40% increase in the number of men 
requesting consultants’ help on 
shopping trips. Mary Spillane, who 
runs a company called Image 
Works, is “making over” various 
law firms to be “more approach- 








A suit and case for treatment 


able”. And the London offices of invest- 
ment banks such as Goldman Sachs and 
Morgan Stanley Dean Witter have adopted 
full-time “business casual” wear. 

Image consultants say that their most 
important advice on dressing down is that 
grooming becomes more, not less, impor- 
tant. Men have to be told that they still 
ought to shave before coming to work, and 
both sexes apparently have to be reminded 
occasionally that dressing informally does 
not preclude bathing. 

There are some unsurprising excep- 
tions to the new casual regime: for exam- 
ple, bankers are expected to dress “appro- 
priately” for their clients. And some firms, 





“Not very Euro-savvy, if I may say so sir” 


notably Cazenove, London’s most conser- 
vative broker, have eschewed casual wear 
altogether. Most public-relations firms— 
which trade on the notion that they can 
help their clients create a good impres- 
sion—have also stuck with business suits. 

So far, so simple. In practice, however, 
there are many grey areas. The head of one 
City trading desk has decided not to dis- 
card his suit, for he feels that it gives him 
the authority to manage colleagues who 
are up to ten years his senior. He also feels 
that casual wear has led his colleagues to 
drop their standards: “One guy showed up 
with baby sick on his chinos," he says. “Не 
wouldn't have done that in a suit." 

cms says that much of the problem lies 
with the yawning gap in most British men's 
wardrobe between their suits and the jeans 
and t-shirts that they wear at the 
weekend. Ms Herman says they 
should adopt the “Euro-savvy” 
style found on the continent—tai- 
lored woollen jackets with well-fit- 
ting belted trousers and immacu- 
late, polished leather shoes. 

As with so many other fashions, 
however, there is evidence that this 
one too is going out almost before it 
has come in. This year there has 
been a 10% decline in the number of 
American companies allowing their 
employees to wear casual dress. Ms 
Spillane says she has noticed the 
shift. Last year, it was “anything 
goes" on Wall Street. This year, se- 
nior and “aspirational” types have 
begun to spruce themselves up. 
Hangonin there, Savile Row. 








THE ECDNODO9SMTOTF Rhone tK TII INAN 


n 


FINANCE AND ECONOMICS 





Kookmin's striking staff 


ing them to set up a special fund for the sole 
purpose of buying their own bonds. 

It is a tall order. The country's banks are 
in no mood to buy bonds that nobody else 
wants. The state is already forcing them to 
roll over loans that they granted to 235 firms 
which narrowly avoided liquidation last 
month, and it is also twisting their arms to 
merge, as part of a grand plan to restructure 
theunhappy industry. 

The idea is to create a number of very 
large banks. Each will come under the um- 
brella of a single financial holding company, 
which will also own investment banks and 
life-insurance companies. But the ir has 
given a warning that the scheme could easily 
backfire. Placing banks of different sizes and 
characteristics under one roof can create 
more problems than it solves. 

One of the problems is only too appar- 
ent. A proposal to merge Korea Exchange 
Bank with Hanvit Bank has already given the 
country's traditionally militant trade unions 
an excuse to flex their muscles. On Decem- 
ber nth the union members of the Korea Ex- 
change Bank staged sit-ins and promised to 
goon strike if the deal goes through. 

The employees of Kookmin, one of the 
country’s largest banks, took even more 
drastic measures this week when they heard 
that their bank was talking about merging 
with Housing and Commercial Bank. Some 
300 of them barricaded Kim Sang Hoon, the 
bank’s chairman, in his office. He was re- 
leased when he promised to withdraw the 
merger plan for the time being. 

Without reforms to strengthen their bal- 
ance sheets, the banks are unlikely to be- 
come the big buyers of corporate bonds that 
they were in the past. The corporate-bond 
market has virtually ceased to function since 
July 1999, when Daewoo collapsed under 
the weight of huge debts. Alarmed by the fall 
of the country’s second-biggest chaebol, in- 
vestors shifted money out of the investment 
trusts (the other big buyers of bonds) and 
into bank deposits. 

The financial debacle this year at Hyun- 
dai, the biggest chaebol, has made the situa- 


ол 


tion even worse. On November 20th Hyun- 
dai promised to raise $1 billion by the end of 
this year to reduce the debts of its building 
subsidiary. It has so far gathered only 40% of 
the target and is feeling the strain. 

Although they are now sitting on huge 
deposits, the banks are loth to use them to 
buy risky assets such as corporate bonds. 
And the investment trusts are in no shape to 
take their place. The three biggest (Korea, Tai- 
han and Hyundai) control two-thirds of the 
market, but all are in a mess. The state is pro- 
posing to spend about 8 trillion won ($6.7 
billion) to turn around Korea and Taihan, 
while Hyundai has some 2 trillion won of 
cumulative losses. Its efforts to raise $900m 
on intemational markets have dragged on 
for months, further eroding investors' confi- 
dencein the industry. 

The government bears much of the 
blame for the mess, says Jang Hasung, pro- 
fessoroffinanceat Korea University. Despite 


the trillions of won that it has already in- 
jected into the financial system (and the 50 
trillion won that it plans to spend to com- 
plete its financial reforms by February), the 
government has failed to clear up the pro- 
blems created by the investment trusts. The 
state should have dealt with them more rad- 
ically when Daewoocollapsed, says Mr Jang. 
The loss of confidence in South Korea's 
capital markets is of particular concern be- 
cause corporate bonds worth some 60 tril- 
lion won mature next year. A few lucky 
companies with good credit ratings may be 
able to roll over their repayment by finding 
buyers for new issues. On December 8th, for 
example, Iljin Diamond, a maker of indus- 
trial diamonds with an investment-grade 
rating, issued 20 billion won-worth of three- 
year bonds. The price was high (a yield of 
9.24%), but many others will not find inves- 
tors at any price until confidence in the 
whole financial system is restored. 
2 





Asian economies 


The future that might have been 


BANGKOK 


The region's recovery will lose steam next year no matter what happens 


elsewhere. But how much? 


RECENT report by Deutsche Bank put it 

succinctly: "The year 2001," the bank 
warned Asia-watchers, “is shaping up to be 
the year we had expected in 1999.” For those 
with short memories, 1999 was the year 
when emerging Asia, still punch-drunk from 
a nasty regional recession, was about to be 
laid flat by slowing demand in America. In 
the event, the knock-out blow never came: 
America sucked in more imports and Asia 
recovered spectacularly, averaging 7% an- 
nual growth over two years. 


Now, however, growth rates in emerging 
Asia are beginning to slow. After expanding 
by 7.8% in the first half of this year, reckons 
J.P. Morgan, real Gop is growing by only 3% or 
so in the fourth quarter. The bank now ex- 
pects average annual growth to slip by two 
percentage points in 2001, to only 5.4%. Most 
economists in the region are expecting a sim- 
ilar slowdown. Given the ongoing weakness 
of Asian banks and the sharp rise in public 
debt over the past three years, that is a wor- 
rying outlook. Moreover, as the news from 
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blingtostay ahead of each oth 
revise their forecasts down. 

Itiseasy to see wh role that exports 
have played in Asia’ s recovery is undeniable. 
The main source of nd for those ex- 
ports—especially for electronics compo- 
nents—has been America. And although 
many Asian economies’ exports are to each 
other, much of the intra-regional trade goes 
into supply chains that are ultimately feed- 
ing demand from America and Europe: 

Emerging Asia’s export growth, how- 
ever, has already begun to slump, falling es- 
pecially dramatically in October. Michael 
Spencer, an economist.with Deutsche Bank 
in Hong Kong, reckons that export growth 
will fall by 40% next year. William Belchere, 
an economist with Merrill Lynch in Singa- 
pore, is even gloomier: he expects exports to 
increase by only 7% in 2001, after 20% growth 
this year. And that assumes the outlook in 
America does not get much worse. 

So how will Asia cope? India, which ex- 
ports only 13% of its cpr, will not be too 
badly affected. And China, which boasts the 
world's best-performing stockmarket this 
year, is expected to continue growing 
strongly in 2001. Most of emerging Asia's 
other economies, however, are set for.a se- 
vere slowdown (see chart). 

The extent of it will vary, of course, both 
across countries and by sector. Hong Kong is 
widely expected to suffer one of the sharpest 
slowdowns in the region. Yet some analysts 
reckon that Hong Kong's property stocks are 
one of the best investments in the region. 
Singapore, too, is likely to fare better than 
many of its neighbours. Not only are its 
banks relatively strong; its government also 
has plenty of room left for a fiscal stimulus 
next year, That, combined with lower inter- 
est rates, could give equities a lift. 

By contrast, investors in South Korea, 
Taiwan and Thailand all have more reason to 
worry, since they suffer to varying degrees 
from either wobbly banks or rising levels of 
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public debt. Many investors have written off 
Indonesia and the Philippines altogether. 

Yet even though emerging Asia faces 
huge downside risks, its outlook over the 
next few years is good. It may be about to ex- 
perience one of the biggest slowdowns in the 
world, but that will probably still leave it 
with the highest regional growth rate next 
year. Realising that prospect might yet spare 
the region’s stockmarkets from further beat- 
ings. “This year investors looked past the 
peak,” says Merrill Lynch’s Mr Belchere, 
“what we're hoping next year is that they 
look past the valley.” 

The outlook for next year depends criti- 
cally on what happens to the American dol- 
lar. A weaker dollar is not a foregone conclu- 
sion, but assuming, as most economists do, 
thataslowdown would weaken the dollar, it 
is still not clear how that would affect Asia. 
The. region's currencies have already been 
hammered this year, but that is only partly 
due to the strong dollar. Worries about the 
region's economies have also been partly to 


NE of the main motives for investing 
in emerging stockmarkets has been 


correlated with Wall Street's over the past 
couple of years. As Amer- 
ica’s high-tech bubble has 
burst, share prices have 
tumbled, not only in Asia 
but throughout the de- 
. veloping world. Since 
| March, the Nasdaq index 
has fallen by almost 45%, 
while emerging stock- 
markets have fallen on 
average by about one- 
| third. 
| Share prices have 
| dropped particularly 
sharply in Asia, where the 
economic recovery has 
been driven largely by ex- 
| ports to America. But, 
| contrary to popular per- 








ception, share prices in 

most Asian markets have 
; tended to move less in 
step with Nasdaq than 
those of many other 
emerging markets. 

The chart, based on 
figures calculated by The 


; portionately so high, weakness against the 
_ dollar gains them more in fresh trade than 
loses them in rising debt-service costs. As 


‘ica’s external debt is more than twice ash 


therefore, rising debt-service costs have. not 
been a major concern. More worrying, per- 


| Close correlationships. 


г ports to the United States. Thus, the South- 
East Asian markets have moved les: 
closely i in line with Wall Street than tho; 


the desire to diversify risk. Yet share prices . 
there have become much more closely 










































blame, especially in such politically trou 
bled countries as Thailand, Indonesia and. 
the Philippines.Soeven if the American dc 
lar were to slide against the euro or the yen 
some Asian currencies might follow it dowr 
Weaker Asian currencies might, how 
ever, be no bad thing. Bernhard Eschweiler, 
regional economist at J.P. Morgan in Singa- 
pore, points out that, although the region's 
foreign debts are largely denominated in 
dollars, this is less an issue for Asia than it 
would be for other emerging economies. : 
"Because Asia's trade volumes аге pro 








share of exports, for example, Latin Amer 


as: Asia's. To most central bankers in Asi 


haps, is what would happen to Asian stock 
markets if Wall Street were to crash. 


tech companies in a stockmarket's total 
capitalisation; and the importance of ex 


of Taiwan and South Ko- 
rea, which depend more 
onelectronics. » 

The markets with thi 
highest correlation «are 
mostly in Latin America . 

„and Eastern Europe. Mex 
ico tops the league— 
hardly surprising since 
exports to the. United 
States account for 25% 0 
Mexico's сор, compared - 
with a more modest 7%of | 
South Korea's and 496 af “| 
China's. 

At the other extremi 
Chinese and. Venezuelan 
share prices are neg, 
tively correlated мї 
Nasdaq—ie, prices have 
risen as Nasdaq has tum: 
bled. Since the beginning 
of the year, Chinese share 
prices have risen Бу 
around 50% in dolla 
terms—by far the biggest. 
gain of all the markets _ 














Bank Credit Analyst, a re- 

search group based in Canada, shows the 
correlation over the past year between the 
movements of individual emerging stock- 
markets and Nasdaq. This tends to be in- 
fluenced by two factors: the share of high- 
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monitored by The Econo- 
mist each week. China is still dominated 
by “old economy” manufacturing indus. 
tries (56% of the Shanghai stock exchange) | 
and so has been relatively immune tothe 
flight from technology. | 




















HE promotion of intemational com- 
petitiveness “has. led governments 
down many roads that economists shud- 
der to:tread. Import substitution, with its 
distortion of domestic investment and its 
intense protectionism, has at long last 
fallen out of fashion. But export subsidies 
ОЁ all shapes and sizes seem somehow to 
have become tolerable stand-ins. Recent 
research, however, demonstrates that the 
theoretical basis for export subsidies is du- 
bious, and that their empirical effects can 
be downrightscary. 
ue Several justifications are offered for the 
. | existence of export subsidies. They include 
‘the need to nurse infant industries; to com- 
pensate for protectionism abroad; to over- 
| come. capital-market problems faced by 
| firms in small countries; to promote em- 
“ployment; and to keep trade balances pos- 
Ative. The subsidies can range 
from simple ad valorem pay- 
|. ments to companies based on 
` the size of their export sales, to 
complex systems of tax credits, 
loans, insurance policies and 
price supports. 

These policies, however, 
bring with them some huge pro- 
blems. Any company coddled 
by a subsidy has less incentive to 
improve its bottom line (and 
hence make the subsidy unnec- 
essary). Tax revenues used for 
subsidies are distributed in a 
-| way that makes them regressive. 
|: And artificially low prices sup- 
4. ported by subsidies may force more effi- 

- cient producers in importing countries out 
of business. Besides harming domestic 
12 producers in poor importing countries, ex- 
' port subsidies may crowd out competing 
` trade from other countries whose govern- 
ments are too poor to retaliate. 

Such retaliation may not be desirable, 
in any case. A paper by Arvind Panagariya 
of the University of Maryland* demon- 
strates that a small country facing subsi- 
dised competitors should not necessarily 

| respond in kind;although exports may ex- 











An early version of Mr Panagariya's article, “Evaluating 
the Case for Export Subsidies," is available from the 
World Bank's website at Һир поо world- 
bank org/Research/workpapers.nsf/WPIntemationalE- 
conornics/?OpenViewe&count-soocoo& Topic«Intema- 
tional+Economics. ` 

"The Uneasy Marriage of Export Incentives and the In- 
come Tax,” by Mihir Desai and James Hines, can be ob- 
tained from the National Bureau of Economie Research 
at http://papers.nber.org/papers/W8o09. 
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Going too far in support of trade 


Rich and poor countries alike look to export subsidies to enhance their 
presence on world markets. But they may be doing more harm than good 





pand, overall welfare may well decline. 
The same goes for export subsidies de- 
signed to counterbalance tariffs—if tariffs 
are applied at different rates for different 
goods, no combination of export subsidies 
can effectively neutralise them. Mr Pana- 
gariya accuses the World Bank and the mF 
of accepting export subsidies as a substi- 
tute for true liberalisation of trade, which is 
always welfare-enhancing in the long run. 

Even if a government seeks to promote 
exports (or the share of manufacturing 
goods in exports—a favourite of emerging 
economies) at all costs, export subsidies 
may not be successful everywhere. With 
the exception of South Korea, Mr Panaga- 
riya notes, developing countries that have 





used export subsidies have not expanded 
their exports faster than those that have 
pursued less interventionist policies. 
Other initiatives, such as the promotion of 
growth in total factor productivity, have 
proved more successful and less distor- 
tionary in the developing world. 


Anatomy of an American subsidy 


Rich countries’ subsidies are more compli- 
cated than simple ad valorem payments. 
New research by Mihir Desai of Harvard 
University and James Hines of the Univer- 
sity of Michigan examines the perverse fu- 
sion of export incentives and corporate in- 
come tax in America. The federal 
government allows exporting companies 
to exempt roughly 15% of their profits from 
taxation by using offshore shelters called 
Foreign Sales Corporations (rscs). Firms 
may also avoid taxes by allocating a share 
of their income to foreign sources which, 





under American rules, generate credits 
against domestic tax obligations. 

The authors estimate that the com- 
bination of the two programmes is worth 
$10 billion a year to American businesses. 
But Messrs Desai and Hines also demon- 
strate how sensitive markets are to rscs by 
examining two events: the 1984 law that re- 
placed rscs' more generous predecessors, 
and the 1997 action by the European Union 
to get them banned by the World Trade 
Organisation (WTO). 

First, a plunge of 3.1% in manufacturing 
exports can be traced directly to rscs' re- 
placement of the Domestic International 
Sales Corporations, which exempted 25% 
rather than 15% of export profits, And when 
Europe complained to. ће wro. about 
FSCS—a dispute that is still going on; al- 
though the wro has so far ruled against the 
Americans—the share price of the average 
affected exporter dropped by 0.5% on the 
day. That exporters in a rich country 
should be so dependent on gov- 
emment subsidies is troubling. 

The distorting effects of rscs 
are as worrying as their contra- 
vention of the rules of interna- 
tional trade. Because smaller 
companies. cannot spare the 
time or money needed toset upa 
sham foreign. affiliate, big com- 
panies receive a disproportion- 
ate advantage in reaching global 
markets. The tax dodge using for- 
eign-source income also favours | 
companies that do business in 
high-tax countries: it is not obvi- 
ous that the American govern- 
ment should support the trea- 
suries of those countries (or, indeed, those 
of the handful of Caribbean islands where 
95% of the sham firms are located). 

Export subsidies in general tend to be 
regressive, since they take money from 
broad-based tax revenues and give it to 
corporate shareholders. But rscs аге еѕре- | 
cially bad, since they influence the collec- | 
tion of taxes from individuals and compa- | 
nies. The bigger companies that favour | 
rscs tend to be the richer ones, so the pro- | 
gramme adds a regressive element to the | 

i 
| 
| 
| 





otherwise flat corporate income tax. 

Whether trade subsidies are as com- 
plexasrscsorassimpleas ad valorem pay- 
ments, their perpetuation relies on the in- 
terests of industries whose scope and 
lifetime they have extended. Inefficiency 
therefore begets inefficiency. It is time for 
trade ministers to take a keener interest in 
social welfare—or in other words, to wake 
upand smell the artificially priced coffee. | 
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Fingerprints, the t 
proper scientifi 


courtroom debü 
joyed an шаре 
fying criminals. What jury 
suspect if his prints matched those found at 





America's Justice Deum hinted that 
the technique might not deserve its aura of 


infallibility, an rer agent in the audience — . 






г took voluble issue and was later over- 
heard calling him an unprintable name. - 
Understandable, but not, says the 
speaker, Simon Cole, justified. For heis 
oneofasmall group of people that has 
started looking at the technique 
which, above all others, gave forensic 
"science" its scientific status. And, sur- 
prisingly, he has found it is scientifi- 
cally and statistically wanting. 
This is not to say that the world's pri- 
_ sons are full of innocent victims of dodgy 
evidence. But the factis, according to Dr Cole, 
“who researched the subject at Cornell Uni- 


versity, that fingerprinting has never been’ 


subjected to the scientific scrutiny required: 
in a modern courtroom. And. he thinks it 
should be. 


Galton’s fingers 


Modern fingerprinting goes back to Francis · 


Galton, a 19th-century British scientist who, 
ironically, helped to pioneer the use of statis- 
tics, In 1892 Galton looked at the pattern of 
whorls, arches and loops that make up fin- 
gerprints, and estimated that the chance of 
two prints matching at random, was about 
one in 64 billion. 

That estimate, however, has never been 
backed up by any data. Besides, Galton was 
not really comparing whole prints. Instead, 
he identified places where the ridges of 
which fingerprints are composed either end 
or split. These are now known as "points of 

z similarity", or “Galton details", and if two 
prints have enough points in common they 
ate deemed to be identical. 
“Galton’s estimate relied on using every 
available point (there are generally between 
35 and 50). Current practice, which varies 
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tically secure, havenot be 
vestigate. Nor has the ; 





theoretical РА And two other thin: 
make the situation worse in practice. 

The first is that fingerprints. ой 
crime scenes tend to be incomplete; What arı 











widely from one place to another, has been... -being compared are thus not whole p 

to declare a match if there are somewhere. but mere fragments. Nothing, not even Gal- 
between eight and 16 points of similarity ^ ton’s original analysis, has anything to say 
linking a print found at a crime scene and about the likelihood of fragments of prints 
one taken from a suspect. Unfortunately, the | coinciding in different individuals. 

' validity of this process, and the number of 


The second difficulty is that most fing 
printevidence found at the scene of a crime: 
is "latent". In other words it requires treat- 
ment with chemicals, or illumination with 
ultraviolet light, in order to make it visible: 
enough to work with—and, even then, itis 
_ often indistinct, How valid it is to compare 
such "filtered" evidence with the clean. 
crisp. prints obtained from suspects in 
controlled conditions is another une 
„plored question. 
`. The upshot is that, at least by com- 
parison with the techniques used to. 
process DNA evidence (which are ofte 
in tribute to the awe in which the olde: 
- technique is held, referred to as “DNA: 
- gerprinting"), fingerprints look technicall 
flawed. And lawyers—backed in Americab 
a judgment made in 1993 that set standards 
for the admission of scientific evidence i 
court—are starting to notice. 

The turning point was the case of Byron 
Mitchell, who allegedly drove the getaway: 
car in a robbery carried out in Pennsylvania. 
in 1991. In 1998, Mr Mitchell appealed against 
his conviction. The case turned on two latent 










































steering wheel and the other on its ge: 
ver—that were said tolink him to the cri 
The details of е саѕе аге tortuous; 
Mitchell's conviction was upheld x 
but his lawyer Robert Epstein, 
doubter of the value of fingerprints, is sti 
trying to have it overturned. During the 
course of the trial, however, the rar did. 
something never been done before. It carri 
out a rough and ready experiment to test t 
reliability of fingerprints. 
It did this by sending the latent prints, 
plus inked prints of Mr Mitchell’s fingers, t 
the laboratories of 53 state law eriforcement 
agencies. Eight of the 35 agencies that re 
а wereunablétofind a match for on | 
of the latent prints, and six failed to match. 
theother—an average failure rate of 20%. 
Thatisa shocking result. And confidence 
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z evidence is not enhanced by its response to 
е first round of results. It slipped enlarged 
photographs of the latent prints апа the 
prints from Mr Mitchell into transparent 
plastic sleeves, and marked red dots on the 
Sleeves to suggest which of Mr Mitchell's 
prints matched the latent ones and where. 
When this "modified" evidence was sent 
back to the errant laboratories, most of the 
examiners took the hint and agreed that the 
prints did actually match, after all. 

This case, in Dr Cole's view, casts serious, 
and for the first time quantitative, doubt on 
the reliability of fingerprints. More research 
- would thus be welcome, and America's Na- 
“tional Institute of Justice (an arm of the De- 
‘partment of Justice)is proposing to study the 
< matter, and has made $500,000 available to 

. doso: This is, in. effect, an admission that fin- 
gerprinting аѕ now practiced may not actu- 
ally be reliable. In the meantime, the use of a 
technique. that may have an error rate as 
high as 20% raises a lot of legal questions. If 
these are not answered soon, many more 
cases that turned on a few smudges left be- 
“hind by a careless criminal or an innocent 
- bystander are going to be dragged before the 
‘appeal courts. 
ейун н а SEEN ECTS TA RE art NE Rn E | 


рот 


А useful poison 


JOHANNESBURG 


N DECEMBER 10th, a small victory for 

| common sense was won in Johannes- 

© burg. Delegates from 120 countries, who 

were trying to draft a United Nations treaty 

to ban "persistent organic pollutants", 

г agreed to exempt ppr if it is being used for 
malaria control. 

For rich people, malaria is not much of a 
problem. The Anopheles mosquito, which 
spreads the disease, was eradicated from Eu- 
rope and North America half a century ago, 

_. largely through the use of pesticides such as 
“ppt. Having employed the stuff to such great 
effect, however, rich countries then banned 
¿it because of its environmental conse- 
quences (it accumulates їп animals that eat 
insects, slowly poisoning them). 

That is fair enough. But with a convert's 
zeal, many rich countries have tried to im- 
pose their decision on the poor world, where 
about 300m people suffer from malaria ev- 
ery year, and more than a million die. Sick 
people find it hard to work, so the disease 
helps to keep poor countries poor. Jeffrey 
Sachs, a development economist at Harvard 
University, estimates that sub-Saharan Af- 
rica would be almost a third richer today 
had the disease been eradicated in 1965. 

The most cost-effective way of fighting 
malaria is to spray the insides of houses with 
ppt. This either kills the mosquitoes, or 
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` inthe bureau'sobjective attitude to scientific - 








Get the spray-guns out 


drives them away. The recommended alter- 
natives, pyrethroids, are four times as ex- 
pensive as ppt and also less effective. 

The widespread use of рот in the 19505 
and 1960s all but eliminated malaria in sev- 
eral developing countries and saved an esti- 
mated 500m lives by 1970. Since then, the use 
of the stuff has shrunk. Of the roughly 100 
countries where malaria is endemic, only 23 
now employ ppr to fight the disease. And 
thatis frequently the fault of aid donors who 
help to finance the battle against malaria. 

In the early 1990s, for example, the Un- 
ited States Agency for International De- 
velopment stopped the governments of Bo- 
livia and Belize from using ppt. In 
Madagascar, the United Nations Develop- 
ment Programme tried to persuade the gov- 
ernment to replace ppt with Propoxur, a less 
effective pesticide. To its credit, Madagascar 
refused. In Mozambique, both NORAD, the 
Norwegian development agency, and SIDA, 
its Swedish counterpart, said that they could 
not support the use of DDT, as it was banned 
in their own countries. That the problems of 
a desperately poor malarial country in Af- 
rica might be somewhat different from those 
of wealthy, non-malarial Scandinavia 
seems not to haveoccurred to them. 

Mozambique's ppt-spraying operation, 
disrupted by civil war in the 1980s, was duly 
squashed before it could get going again after 
peace returned in the 1990s. Samuel Ma- 
bunda, the head of the country’s malaria- 
control programme, concedes that the evi- 
dence now suggests that pnpr-spraying 
would be cheap and effective, but says that 
the government has no definite plans to start 
spraying again. 

When ppr-spraying stops, the number 
of malaria cases frequently explodes. South 
Africa stopped spraying in 1996. Its caseload 
subsequently rose by 150%. It recently started 
spraying again, and the disease is retreating. 
In Mozambique, infection rates are 20-40 





times higher than in neighbouring Swazi- 
land, which never stopped using DDT. 

Environmentalists argue that ppr- 
spraying causes harm to humans, but no 
replicated, peer-reviewed study has ever 
demonstrated this. Nor is it likely that the 
tiny quantities used in house-spraying have 
any serious effect on the environment. Amir 
Attaran, another Harvard academic, esti- 
mates that the volume of DDT used to protect 
the entire high-risk population of Guyana 
for a year is equivalent to what a farmer 
might spray on to a single field of cotton. 

The treaty drafted in Johannesburg, 
which is due to be signed in May, is a wel- 
come antidote to this nonsense. But it is still 
far from ideal. That is because countries that 
use ppt for malaria control must record and 
report how much they use, how they use it 
and where they get it from. 

This may not sound onerous, but in 
places such as Mozambique, where the an- 
nual budget for fighting malaria is less than 
30 cents a person, any additional bureauc- 
racy could prove to be a big drain on re- 
sources. Concern for the environment is 
generally an admirable thing. Obsession, at 
the cost of human lives, is of more question- 
able value. 

м 





The Arabidopsis genome 


Green genes 


А PLANTS go, Arabidopsis thaliana is not 
one of nature’s more glamorous crea- 
tures. It is small and weedy, too plain to put 
in a vase and too meagre to make a meal. But 
to botanists, Arabidopsis’s small size, short 
life and ease of manipulation make it a per- 
fect model for experiments that are hard to 
doin showy species such as soya or wheat. 
On December 13th, Arabidopsis rose to 
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‘supermodel сеје 

 tüsts-with press conferences and cham- 

^ pagne receptions on both sides of the Atlan- 
tic to mark the publication of its full genetic 
sequence in Nature. It took more than 300 re- 
searchers employed in academic centres and 
biotechnology companies across Europe, 
America and Japan four years and $70m to 
work out the order of some 115m molecular 
building blocks, or base pairs, in the plant's 
DNA. (By comparison, humans have roughly 
3 billion base pairs in their genomes.) Arabi- 
dopsis is not the first organism to have its ge- 
netic sequence laid bare—fruit flies, thread- 
worms, yeasts, numerous bacteria and most 
recently humans have already been re- 
vealed—but it is the first plant to come in for 
such scrutiny. 

The researchers who comprise the Ara- 
bidopsis Genome Initiative reckon that the 
plant has almost 25,500 genes, and that these 
encode at least 11,000 different types of pro- 
tein. However, fewer than 10% of these genes 
have had their functions established by di- 

“rect experiment. For the rest, the researchers 
have had to rely on similarities between the 
Arabidopsis sequence and those of species 
in which gene functions are better under- 
stood, in order to get a handle on what a par- 
ticular gene might doin the plant. 
; One pleasing surprise is that a lot of Ara- 
. bidopsis's рма is duplicated. This explains 
why the plant has so many more genes than 
types of protein (many of its proteins are 
similar, belonging to families turned out by 
duplicated genes). But itis a useful discovery, 
because such duplication is also found in 
“species such as maize, and it thus makes 
"Arabidopsis an even better model for other 
things botanical than researchers had previ- 
` ously thought. 
^. Although plants and animals parted 
evolutionary company 1.6 billion years ago, 
genes known to play a role in essential cellu- 
Лаг processes, such as рма repair in, say, the 
fruit fly; do pop up in one form or another in 
; Arabidopsis. Indeed, almost 140 genes im- 
“plicated in human diseases such as heredi- 
Хагу deafness have recognisable relatives in 
Arabidopsis where their importance is, as 
yet, unknown. 

Arabidopsis also shares genes with a 
group of more rudimentary life forms, the 
cyanobacteria. This resemblance is à throw- 
back to the days, hundred of millions of 
years ago, when some enterprising cyano- 
bacteria took up residence inside an ances- 
tral plant cell and changed over time to Бе- 
























come chloroplasts. (These are the intracell-- 


ular structures in which photosynthe 


‘genes are unique to plants, since green things 
have capacities and constraints which furry, 
flying or crawling organisms do not—such as 
the necessity of standing their ground when 
drought or predators strike. 

According to Virginia Walbot, a botanist 
at Stanford University who is one of the Na- 


Ux 104 





ebrity—at least among scien- : ue papers andes. the миле ч se- 


occurs.) Of course, many of Arabidopsiss | 


quence wi ll be a boon to researchers work- 
ing on economically important plants, such 
as maize, that have large genomes which are 
harder to alter experimentally. It will also 
help biotechnology companies, such as Ce- 
res, in Malibu, California, which has cloned 
tens of thousands of genes from a variety of 
plants and is keen to discover their exact 
function for future commercial exploitation. 
Knowing what the comparable gene in Ara- 
bidopsisis, and what it does, gives Ceres and 
its competitors a short cut to help them de- 


cide how their own genes might work in à 


crop species. 
The Arabidopsis sequence is, for the mo- 


Blue moon 


OR a long time, astronomers suspected 
that Europa, one of Jupiter’s many 
moons, might harbour a watery ocean be- 
neath its ice-covered surface. They were 
right. Now the technique used earlier this 
year to demonstrate the existence of the 
Europan ocean has been employed to de- 
tect an ocean on another Jovian satellite, 
Ganymede, according to work an- 
nounced at the recent American Geo- 
physical Union meeting in San Francisco. 
Liquid water gets people excited be- 
cause wherever itis found on earth, life is 
found too. And water would be all the 
more exciting on Ganymede because it is 
the largest moon in the solar system 
| (larger even than the planets Mercury and 
Pluto) and, like earth, it has a permanent 
magnetic field that protects part of its sur- 
face from bombardment by certain sorts 
| of life-destroying radiation. 
| Margaret Kivelson, of the University of 
| California, Los Angeles, and her col- 
| leagues, deduced the existence of Europa’s 
ocean using data collected by Galileo, an 
American spacecraft that is orbiting Jupi- 
ter. Their method was based on the ob- 
servation that electrical currents will be 
induced in a conductor (such as water) 





Anyone fancy a dip? _ 





ment; the only one in the garden. Earlier this 
year, Monsanto, a large biotechnology firm, 
announced a rough-and-ready sequence of 
the rice genome, and an international con- 
sortium is now trying to refine it. But there 
are few other efforts springing up, according 
to Dr Walbot. Agriculture enjoys neither the 
profitability nor the investor interest of 
medicine, so the resources brought to bear 
on the Human Genome Project are scarce in 
plant genetics. But as new sequencing and 
information technologies develop, and the 
cost and speed of large-scale projects fall, 
more such international ‘plant initiatives 


тау well find their way on to the menu. 






































when it is faced with a magnetic field that 
varies over time. Because Jupiter's axis of 
rotation does not quite line up with its 
magnetic axis, the moons that orbit the 
planet feel such a fluctuating magnetic 
force. On Europa this induces an electrical 
current. within the sub-surface ocean. 
That, in turn, induces a magnetic field ori- 
ented in theopposite direction to the field 
created by Jupiter. It is this induced mag- 
netic field that Galileo measures when it 
flies past. 

Ganymede, too, has an icy surface— 
and with it the possibility of liquid water 
below. But when Dr Kivelson turned her 
attentions to the place, she met with a 
complicating factor. Any magnetism in- 
duced in a putative Ganymede ocean 
risks being swamped by the moon's own 
magnetic field. She was, however, able to 
adjust for this, and she says that an exten- 
sive analysis of the data from a number of 
Galileo's passes of the moon is consistent 
with the presence of a conducting layer— 
almost certainly water—à few hundred 
kilometres beneath the ice. 

There are other ways of interpreting 
the data, but Dr Kivelson says the chances 
ofa watery, albeit buried, ocean on Gany- 
mede are good. What is more, her study 
chimes with other work announced atthe 
meeting. Robert Pappalardo, of Brown 
University in Rhode Island, and his col- 
leagues, have been studying high-resolu- 
tion pictures of extremely smooth areas of 
Ganymede's surface. Dr Pappalardo says 
that it seems that, as with Europa, these 
are areas where the crust has been pulled 
apart and water—or at least slushy ice— 
has risen up from beneath to fill the gap.. 
Although the evidence suggests Gany- 
mede's volcanic activity is much older 
than Europa's.it means that at some point 
in the past there was ‘definitely water 
there. Dr: Kivelson: s work suggests that 
there still is. 
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Personal pages 


Contemporary Arabic novelists are | is 


read. Yet their work still flourishes | 





UYING a book at Madbouli, 


of the Arab world, is rather like buying veg- 
etables at a greengrocer. Touching the goods 
is frowned upon. The salesmen expect you 
to state what you want and take what they 
give you. If, that is, they have what you want, 
which is not often the case. 

The poor standard of Cairo bookselling 
reflects the difficult situation of Arabic lit- 
erature in general. There is no lack of creative 
talent, particularly in fiction. The novel—still 
an emerging form їп an old and rich literary 
tradition based on poetry—has taken off in 
exciting and challenging directions. But the 
form has evolved faster than the market to 
support it. 

Arabic is the world's fifth most common 
mother tongue. Yet, aside from religious 
books and newspapers, it remains one of the 
least read languages. Poverty, illiteracy and 
ever-heavier censorship each play their part 
in the reticence of Arab readers. So too does 
the multi-layered nature of the language it- 
self. Spoken Arabic differs hugely from 
country to country. Written Arabic is more 


ARD AL-SAWAD. By Abd al-Rahman | 
Munif. Al-Muasassa al-Arabiya lil- | 
Dirasat wal-Nasht, Beirut and Casa- | 
blanca; 1,300 pages; 3 vols for EGPzo. | 
Mupun л-Мпн. By Abd al-Rahman | 
Munif. Al-Muasassa. al-Arabiya. Til | 
| Dirasat wal-Nashr, Beirut and Саѕа- | 
blanca; 1,600 pages: 5 vols for EGP140... | 
| DHAKIRAT AL-JASAD. By Ahlam Mus- | 
taghanmi. Dar al-Adab, Beirut; 245 | 
pages; EGP28. | 
| 
i 
| 
| 
| 
| 





:FAWDAT at-Auwas. By Ahlam Mus- 
taghanmi. Dar al-Adab, Beirut; 230 
pages; ЕСР28, 
° WARDA. By Sonallah Ibrahim. Dar al- 
| Mustagqbal, Cairo; 415 pages; ЕСР15. 
‘Zat. By Sonallah Ibrahim. Dar ab 
| Mustagbal, Cairo; 395 pages; EGPio. 
Lavan UkHRA. By Muhammad al- 
Bisati. Dar. al-Hilal, Cairo; 128 pages; 
EGP? 
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famous bookstore in the literary capital Koran, it can easily sound too 


writer easy, and the fact is that 


‘tion make a living out of their 


, usually badly paid and little 


; but with its roots in the 


hbrow for the common ear. 
one of this makes being a 


virtually no Arab writers of fic- 


books. Gamal al-Ghitani, with 
50 titles under his belt and a 

reputation as one of Egypt's 
foremost novelists, says that 
the $500 he can expect to 
make from publishing a 
book is less than he spends 
buying books every year. He 
continues to work as the 
editor of a literary review because he has to. 
Dar Shargiyat, a Cairo publishing house that 
has been responsible for many of the most 
critically acclaimed Egyptian novels of the 
19905, has taken to charging its authors to get 
into print. “1 have to sell books at so low a 
price that I can’t pay royalties,” explains the 
company’s founder, Hosny Soliman. 

In Beirut, the other centre of Arabliterary 
life, Rasha al-Amir echoes that lament. She is 
closing Dar al-Jadid, a publishing house 
which she founded with her brother ten 
years ago. “We realised that literary publish- 
ingis pure altruism," she says. 

Yet Arab novelists continue to write. The 
absence of bestseller lists and library bor- 
rowing statistics, as well as the dispersal of 
the market over 22 countries, make it diffi- 
cult to rank recent books according to pop- 
ular or critical acclaim. The past year has, 
however, seen the publication of a number 
ofambitious works by established writers. 

The most imposing is undoubtedly Abd 
al-Rahman Munif's "Ard al-Sawad" (The 
dark land), an historical trilogy set in 19th- 
century Baghdad. Like his equally hefty 
quintet about the consequences for modern 
Arabian society of the discovery of oil , "Mu- 
dun al-Milh” (Cities of salt), his new novel is 
largely allegorical. The struggle between a 
renegade Ottoman governor of Baghdad 
and Britain’s consul-general mirrors the cur- 
rent plight of Iraq under western-imposed 
sanctions. Mr Munif, who lives in Damascus, 
is himself half-Iragi by birth. His deep feel- 


"seventh novel, “Warda”, may miss the mut 



































ing for his tormented homeland is reflected 
in the lyrical descriptions of its landscape 
and the finely drawn details of ordinary life 
there. 
Ahlam Mustaghanmri's "Dhakirat al-Je 
sad" (Memory of the body) caused a sensa- 
tion when it was published in Beirut in 1993. 
This was partly because she was the first f 
male Algerian novelist to write in Arabic 
rather than French, partly because she dared 
to write about sex in the voice of a male nar- 
rator, and notleast becauseof the passiona 
intensity of her language. Her sequel, “Ра: 
dat al-Ahwas" (Chaos of the senses), brings 
the complex narrative, which began in the 
first novel with Algeria's bloody war of inde- 
pendence, up to the country’s equally 
bloody civil war. | 
A more playful voice is that of Sonallah 
Ibrahim, an Egyptian writer. Readers of h 






danely tragicomic heroine of his 1993 best- 
seller ‘Zaf’. Yet Mr Ibrahim's new work 
sprawls across time and place—from Caire 
in the 1950s to Yemen in the 1970s to Muscat 
in the 1990s. Following a fashion that he: 
started with “Zat”, the narrative juxtapose 
action and dialogue with contemporary. 
documents, though not always successfully. 

Although Muhammad al-Bisati belongs, 
like Mr Ibrahim, to the socially conscious 
generation of the 1960s, he has chosen to ex- 
periment with a mood: and perspective 
more typical of Egypts newer writers. 
“Layali Ukhra" (Other nights) his eighth 
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“BOOK 


novel, brings this provincial writer to Cairo, _ 


and into а day in the life of a lonely single 
woman who works ina soulless government 
office. The intróspective viewpoint may be 
up to date, yet the musings of Mr al-Bisati’s 
heroine reveal the standard experience of 
her creator's generation: the youthful hopes 
of the Nasser years dashed by the disaster of 
the 1967 war and collapse of Arab socialism 
into frustration and disillusionment. 
Younger writers, such as Egypt's May Til- 
misani, Mustafa Zikri and Miral al-Tahawy, 
whose preference is for stark clarity and 
autobiographical honesty, are likely to find 
such ruminations old hat. They are among 
those who have helped to influence the 
move away from overtly political and alle- 
» gorical writing toa much more personal and 
.;.Self-regarding approach. At the same time, 
voices from. the periphery. have gained 
greater prominence across the Arab world. 
Morocco's Ahmed al-Tawfiq, for example, 
writes. of the Arab-Berber connection 
among: the tribes: of the high Atlas, while 
Mamdouh Azzam sets his fiction among the 
Druze clans of southern Syria. 
oo Nevertheless, the harsh political realities 
of the Arab world still dominate. Virtually 
every Arab poet has penned a verse for Iraq 
and another for the Palestinian intifada. Ms 
, Mustaghanmi, accepting a literary prize re- 
cently, described writing in Arabic as a tragic 
“vocation. She said she wished to thank the 
region’s rulers, because their tyranny “has 
taught us to stand up for principles, refusing 
todisavow them, and thus the primal power 
and awe of the writer are regained.” 

























| Russian history 
трепа! 


EMPIRE: THE RUSSIAN EMPIRE AND Irs Ri- 
VALs. By Dominic Lieven. John Murray; 486 
2 pages; £27.50. To be published in America in 
: April 2001 by Yale. 

¿PRINCE OF PRINCES: THE LIFE OF POTEMKIN. 
Ву Simon Sebag Montefiore. Weidenfeld & 
`` Nicolson; 650 pages; £25. 


A PRODIGAL Saint: FATHER JOHN OF 
KRONSTADT AND THE RUSSIAN PEOPLE, By 
Nadieszda Kizenko. Penn State Press; 384 
pages; $65 ($22.50 paperback) Eurospan; 
£54.95 





ARELY 16 years ago, the prime minister 

of Greece, à NATO country, was thun- 

derously applauded by his fellow Socialists 

` after denouncing the United States as the 

“metropolis of imperialism"—and adding 

that the Soviet Union, because it was not 

«v capitalist, could never Бе an: imperialist 
country. 

American officials reacted: to Andreas 
Papandreou's speech with a sophisticated 
shrug. They knew the real score: behind а 
smokescreen of pseudo-Marxist attacks on 
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MOSCOW 


ASH in Russia may be scarce and the 

heating unreliable, but now, at last, 
there is a song to help celebrate whatever 
is left of the former super power’s crum- 
bling might. On President Vladimir Pu- 
tin's initiative, the Russian parliament 
voted on December 8th in favour of 
adopting an eclectic set of state symbols: 
the old tsarist tricolour flag, a double- 
headed eagle and the music of theold So- 
vietanthem. 

The anthem was composed for Stalin 
in1943by Alexander Alexandrov. Its rous- 
ing, eminently hummable melody has al- 
ways been popular. An opinion poll ear- 
lier this year indicated that. 49% of 
Russians wished to restore. the old an- 
them, which is a popular ringing signal on 
mobile phones. 

For many, Alexandrovs melody 








their "empire", he had promised them the 
main thing they wanted in Greece: access 
to the bases they needed to monitor Soviet 
activity in the Mediterranean. 

A stricter Marxist than Papandreou 
might conclude that neo-imperialism is so 
ruthless that it will make use of any device, 
even empty “anti-imperialist” rhetoric, to 
serve its purpose. A conservative historian, 
like Dominic Lieven, would make mince- 
meat of Papandreou’s proposition that So- 
viet Russia had no continuity of imperial 
purpose with the tsars; after all, Stalin com- 
pared himself to Ivan the Terrible. 

That does not, of course, mean that So- 
viet and tsarist imperialism were identical; 
for one thing their rivals were different. 
One purpose of Mr Lieven’s superbly wide- 
ranging and compulsively readable book is 
to identify these differences and restore 
some rigour to the definition of terms like 
“empire” and “imperialism”, which have 
become sloppy pejoratives. He has an abid- 
ing fascination with the Russian empire 
and the respects in which it resembled. and 
differed from its British, Ottoman and Aus- 
tro-Hungarian competitors. Better than 
most historians, he can see that imperial- 
ism, while often cruel, is rarely whimsical. 
Depending on what purpose is being 
served—strategic, economic or domestic—it 
can leave intact or even protect the econo- 
mies, social structures and religions of its 
subject nations; or it can wipe them out. 

Even more than the Soviet monolith, 
the. tsarist realm varied greatly. in form. It 
exercised the lightest control over Finland; 
in the steppes of today's Kazakhstan native 
people were exterminated to make room 
for settlers, suffering a fate almost as dire as 
the American Indians. In the Caucasus, as 


A Soviet song for Putin - 





harks back to earlier times when poverty 
and injustice were at least more evenly 
spread. Others remember it fondly from 
their youth, when it was used as wake-up 
music at summer camps. The anthem re- 
calls, too, the nation's wartime heroism, 
memory of which is still sacred here. 

Russia's liberal intelligentsia, how- 
ever, are furious. They argue that, unlike 
Germany, which kept its old anthem after 
the war, dropping the first two verses, Rus- 
sia should abandon all trappings of its to- 
talitarian history. The president’s choice 
has been criticised for showing callous 
disrespect for past wrongs. 

New lyrics for the revived anthem 
have yet to be written, though it seems 
doubtful that these will be enough to 
bridge the gap between Russia’s. happy 
sentimentalists and its outraged liberals. 8 


Mr Lieven puts it, Russia “participated” in 
the local tradition of massacre. 

Mr Lieven's impressively broad sweep 
is well complemented by a more tightly fo- 
cused study of Russian imperialism at 
work an excellent, meticulously 
researched biography of Prince Gregory Po- 
temkin, who in the late 18th century was 
the most powerful man in Russia. With a 
dazzling mastery of detail, and enough lit- 
erary flair to engage the non-specialist, Si- 
mon Sebag Montefiore brings out the 
highly unusual mixture of qualities re- 
quired to succeed in Russia's debauched, 
ruthless court. 

Born to obscure gentry on Russia's 





My prince is come 
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western edge, Potemkin was at once a 
dreamer, a romantic, a sexual manipulator 
anda practical: soldier and administrator. He 
used these qualities to influence. Empress 
Catherine the G ot just during the few 
years when he was her lover, but as her 
















g a Christian emperor in in 
Constantinople. To judge by the bantering 
notes they exchanged, Potemkin's bond 
with theempress was at one level whimsical 
andjocular;butitenabled him togeton with 
some deadly serious enterprises, such as 
building navies and making harbours. 

Inthe 18th century asin the late 20th cen- 
tury, the staggering cynicism of powerful, 
wealthy Russians—and the opportunitieson 
offer for amoral behaviour- were at once 
horrifying and insidiously attractive to peo- 

`. ple from farther west. In imperial Russia 
where cruelty and licence were the norm, it 
often seemed that the only alternative to sin 
was the other extreme: the life of uncompro- 
mising spiritual discipline chosen by mystics 
such as Seraphim. of Sarov, whose best 
known injunction was: "acquire inner 
peace, so that thousands around you will 
saved." 


Father John of Kronstadt, arguably the most 
influential religious figure in the late tsarist 
empire, Nadieszda Kizenko traces theshiftin 
Russian spirituality away from a strong em- 
phasis on monasticism—which seemed to 
grow stronger as monarchs like Peter the 
Great and Catherine tried to restrict it—and 
towards Father John's vocation to help the 
hungry and destitute, while remaining ultra- 
conservative in politics. 

One of the many things the Soviet and 
tsaristempires had in common, pace Papan- 
dreou, was that neither offered its subjects 
much of a middle way between brutishness 
and disinterested holiness. It would be nice 
to think that post-Soviet Russia marked a 
change from this; but the news from the 
Chechen front is not encouraging. 

Srna SA tre ی و‎ EDT RT JA 





American social history 


Gun-running 


ARMING AMERICA: THE ORIGINS OF A NA- 
TIONAL GUN CULTURE. By Michael A. Belle- 
siles. Knopf: 610 pages; $30 


EORGE W. BUSH'S campaign for the 

presidency owed a good deal to the 
National Rifle Association. In many states, 
working-class voters who might have been 
considered safe Democrats voted Republi- 
can because they believed that the Demo- 
crats would take away their guns, which 
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In the first rigorous academic study of | 


they interpreted as a betrayal—a denial, 
even, of their right to protect their families. 

"A well regulated Militia being neces- 
sary to the security of a free state", says the 
second amendment to the American con- 
stitution, "the right of the people to keep 
and bear Arms shall not be infringed." Few 
archetypes are dearer to the American 
imagination than that of the free-born 
farmer reaching up to pull down his 
Springfield rifle from above the mantel- 


piece and defend his hearth against Hes- 


sian, Indian or British invaders of his lib- 
erty. Rare is the American who did not 
thrill to the tale of how Andrew Jackson’s 
crack southern marksmen outshot the Brit- 
ish redcoats in the battle of New Orleans. 
Now along comes a meticulous re- 
searcher, Professor Michael Bellesiles of 
Emory  University—-and he a south- 
erner—to show, in exhaustive accumulated 
detail, that this patriotic legend is wrong in 





















almost every particular. There were, for one 
thing, very few guns in America before the 
revolution. Those there were, and espe- 
cially the more reliable ones, mostly came 
from Britain. Also, the militia, far from be- 
ing well regulated, were farcically undisci- 
plined and unreliable, and, above all, in all 
states and at all times from the revolution 
to the civil war, short of guns. 

Most shocking of all to believers in the 
traditional myth, the battle of New Orleans, 
according to Mr Bellesiles, was not won by 
hawk-eyed frontiersmen outshooting clod- 
dish British regulars. “In battle after battle 
the militia had performed terribly, if at all. 
The only view that most regular soldiers 
had of the militia in the midst of battle was 
of their backs as these ‘citizens fled in ter- 
гог. At least at the battle of New Orleans 
they had stayed in their position behind 
the barricades. That was good enough for 
constructing a myth of democratic hero- 
ism.” The militia would almost certainly 
have disappeared, Mr Bellesiles adds, had it 
not been for their primary purpose, as 
slave patrols. But no one likes to say that, 
least of all Mr Bush. 


| Owns Death?", 
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Capital punishment in America 


On death row 


WHO Owns DEATH? CAPITAL PUNISHMENT, 
THE AMERICAN CONSCIENCE, AND THE 
END or THE DEATH Pewacty. By Robert Jay 
Tifton and. Greg Mitchell. William Morrow; 


270 pages; $25 


T IS quite possible that, by the end of the 
year, the state of Texas will have put to 
death 40: convicted criminals, which is 
likely to be the highest annual number 
executions carried out by a state in. the hi 
tory of America. And, in the last days of 
administration, President Clinton must di 
cide whether to permit the first federal ex 
cution in 37 years or leave the choice to h 
Successor. E 
The execution rate has soared in th 
United States over the past decade. In reac- 
tion to this judicial hecatomb, opposition 
to killing by the state has also grown. А ma- 
jority of Americans still appear to favour 
the death penalty in principle. But. ем 
among advocates of capital punishment, 
there is a growing disquiet about both 
the scale and fairness of its application. 
v. Robert Jay Lifton is a psychiatrist 
who has written extensively about 
tate violence, different attitudes to 
| death and the psychology of surv 
| vors. In “The Nazi Doctors: Med 
| cal Killing and the Psychology of 
Genocide” (Basic Books апа 
-Macmillan, 1986), he studied 
how medicine was perverted to. 
political ends. Now, in "Who. 
he turns his attention to the | 
the death penalty. $ 
The book begins with a history of exer. 
cutions, the methods that have been used 
and the patterns of conviction. Mr Lifton 
then listens to people who have adminis- 
tered, witnessed or faced capital punish- 
ment, hearing equally from those who jus- 
tify it and those who find it barbarous; The 
result is a much more subtle--and: тоге. 
uu DE of American attitudes to. 
the death penal ty than is presented in stan- 
dard. opinion. polls. Particularly striking i is 
the finding that those closest to its opera- 
tion often show the greatest unease: > 
Mr Lifton's final chapter, "The End of 
Executions”, suggests that much of what: 
underlies unease. about the legitimacy of 
capital punishment has to do with a linger- 
ing doubt about whether the state "owris 
death". This may not be the most convince- 
ing way to argue that the death penalty, in : 
some absolute sense, is.simply wrong. 
Apart from the obscurity of the book's end; - 
“Who Owns Death?" is an impassioned 
and informative piece ef writing on a. 
melancholy subject. 
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The politics of Scotland 


Och aye 


THE Roap ro Home RULE: IMAGES OF 

ScoTLAND's Cause. By Christopher Harvie 
“and Peter Jones. Columbia University Press; 
1.224 pages; $20 (January 2001). Polygon. at 
v Edinburgh; £11.99 





OHN MAJOR, a former Conservative 
prime minister, once claimed that devo- 
lution threatened “a thousand years of 
British history”. Scotland has in fact been 
part of the union for only 300 years. More- 
over, the country has always enjoyed a 
measure of devolution. The 1707 Act of Un- 
ion preserved its distinctive educational, le- 
gal and religious institutions. And the shape 
(0s of the union has been adapted in response 
i to social and political change ever since. 
Scotland's . interests at Westminster 
`: Were once represented simply by a law offi- 
сег, the Lord Advocate. In 1885 the post of 
Scottish secretary was revived and in 1926 it 
- secured cabinet rank. In 1939, the Scottish 
Office moved from London to Edinburgh. 
_ After the war, it gained more powers, even 
under the Conservative governments of 
1979-97. The creation of the Scottish Parlia- 
ment in Edinburgh is, then, but another 





















sudden break with the past. 

i But it is a journey that has persistently 
seen. the governance of Scotland become 
more separate from England. Is there any 
reason to believe that it is now at an end? In 
their essay on cultural and political 
changes in Scotland, "The Road to Home 
- Rule", Christopher Harvie and Peter Jones 
(The Economist's Scotland and north of 


step on an already long journey, not à -i 





under strain whenever its autonomy ap- 
pears threatened. In mid-Victorian Britain 
it was Westminster's intrusion into the af- 
fairs of the Church of Scotland that helped 
light the nationalist fire. Under Mrs 
Thatcher, it was insistence on implement- 
ing policies (such as the poll tax) that much 
of Scotland believed it had not voted for. 
The task of the Scottish Parliament is to 
show it can do things differently from Eng- 
land. If it does, unionists, not nationalists, 
will have most reason to be grateful. 


JOHN CURTICE 


Our policy is to identify the reviewer of any book by or 
about someone closely connected with The Economist 





Recent American fiction 


Where the wild 
things are 


PRODIGAL SUMMER. By Barbara Kingsolver. 
HarperCollins; 456 pages; $26 ($13 paper- 
back). Faber and Faber; £17.99 


HIS is Barbara King- 

solver's fifth novel and 
her first since "The Poison- 
wood Bible" was published 
in 1998 to extraordinary 
popular and critical ac- 
s claim. 

“Prodigal Summer” weaves together 
three stories which take place over one 
summer іп an isolated neck of the southern 
Appalachian woods. When the novel 





Grove grows 





T HARDLY seems possible that music 

has expanded so much in 20 years, but 
thenew edition of the "New Grove Dictio- 
nary of Music and Musicians” runs to 29 
volumes, compared with just 20 when the 
last edition was published in 1980. Stanley 
Sadie, a British musicologist and critic, is 
the man behind its imaginative and 
broad-minded approach. 

Grove m appeared first on the Internet 
(wwwgrovemusic.com); the: books аге 
still being printed, but those with access 
can browse away at their leisure for an an- 
nual: subscription of £190 ($275). Aprelimi- 
nary search found an impressive range of 
facilities available, with excellent cross- 

















New Grove Dictionary oF Music AND MUSICIANS, Executive editor, Stanley | 
Sadie. Grove's Dictionaries; 25,000 pages; $4,250 (and then $4,850 from January 1st | 
2001). Macmillan Reference Books; £2,750 (£2,950 from January 1st) | 

| 





referencing. (Unlike the old edition, this 
new one devotes an entire volume to the 
index.) New entries, under such headings 
as hip-hop, Abba, Madonna and the Pet 
Shop Boys, suggest an over-emphasis оп | 
pop culture. The new editor, Laura Macy, | 
an American musicologist, deniesthis.She | 
points out that from a total of more than | 
29,000 articles only 1,221 deal with popu- | 
lar, light music and jazz. 





Those who feel they absolutely must 
keep up with the times, though, will ap- 
preciate that the online version’s most sig- 
nificant feature will be regular revisions | 
and updates of articles, possibly as often 
asevery three months. 
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: i . opens, 
Scotland's position in the union has come 


Deanna Wolfe, a forest ranger, is 
tracking coyotes in the mountains. She rel- 
ishes the solitariness of her work almost as 
much as the proximity to nature and wild- 
life that it involves. But her peace of mind is 
shattered by the arrival of a handsome, 
rifle-toting drifter who introduces himself 
as Eddie Bondo. Against her better judg- 
ment, Deanna becomes Eddie's lover. From 
high up on the mountain, the couple have a 
bird's-eye view of the farms and woods of 
Zebulon Valley, where Deanna was bom 
and raised. 

Down in the valley, Lusa Maluf Lan- 
dowski, a well educated and worldly girl 
from the big smoke of Lexington, Kentucky, 
argues bitterly with her husband, Cole. 
Cole is a local good ol’ boy, from whose 
close-knit family Lusa feels coldly ex- 
cluded. She wonders whether she wouldn't 
be better off leaving Cole and returning to 
her postdoctoral research in the city. These 
days they seem to do nothing but fight. 
"Arguments", she has come to realise, 
"could fill a marriage like water, running 
through everything, always, with no taste: 
or colour but lots of noise.” 

Meanwhile, Garnett Walker, an elderly 
widower with a passion for chestnut trees, 
feuds no less bitterly with his neighbour, a 
feisty spinster called Nannie Rawley. Nan- 
nies wayward lifestyle and outspoken 
views on such newfangled matters as or- 
ganic farming have had Garnett's nose out 
of joint for decades. 

“Prodigal Summer" is perhaps too 
baldly schematic in its construction to be 
entirely satisfying as a novel. Yet it is writ- 
ten with modest flair and an attractive sen- 
timental warmth. Ms Kingsolver is a per- 
ceptive analyst of the mechanics of 
male/female relationships. She is also a 
trained biologist. These two interests dove- 
tail and complement one another in re- 
markable ways in her fiction. "Prodigal 
Summer” is richly sensuous without being 
conspicuously showy. 

Ms Kingsolver is fully-alive to the pun- 
gent sexiness of the natural world. Her 
analogies between animal and human sex- 
uality are particularly effective. Sometimes 
they-can be unexpectedly moving too. Lusa 
is sulking inside, hurt and angry after yet 
another row with her husband, when her 
nostrils are tickled by the familiar scent of 
honeysuckle, drifting in through an open 
window. She knows instantly that Cole has 
broken off a spray of flowers to bring to her 
as an offering. Without looking she. can 
chart his movement towards the house by 
the heady fragrance of honeysuckle. “This”, 
she reflects, “is how moths speak to each 
other. They tell their love across the fields 
by scent. There is no mouth, the wrong 
words are impossible, either a mate is there 
or he's not, and if so the pair will find each 
other in the dark." 

————— ————— ERR اق‎ 
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Classical collections 


Piano, sempre piano 


Sumptuous singing and lyricism, at the keyboard are always 
ur series on the year's best cps 



























collectable. The secon 


cert halls all 
mrming his 


dozens of recording 
over the world have | 


(Sony Classical sk/sM 
89243) rises effortlessly 
to the top. Bach's work 
played on the piark 
has been in and out of. 
fashion, but Mr Pera 
hia's current interest in 
baroque music has [ей 
him to become one of - 
the foremost interpreters 
of this repertory,- His 
playing strikes a perfect: 
balance between clarity 
and lyricism. 

With the catalogues 
groaning under the 
weight of so many rival 
versions of standard 
works, record companies 
naturally search for the 
unusual or neglected. if 
Adolphe Adam's ballet 
"Giselle" remains his 
most famous work, and 
still one of the most of- 
ten performed, "La jolie 
fillede Gand" (Marco Polo 8.223772-73), com- 
posed just one year later, has been all but 
forgotten. The performance by the Queens- 
land Symphony Orchestra conducted by 
Andrew Mogrelia shows it to be a work of 
considerable spirit. The story is so compli- 
cated, involving duelling suitors and 
changes of scene from Ghent to Venice to 
Mount Olympus, that even in 1841 people 
had difficulty following it. Carlotta Grisi and 
Lucius Petipa were the stars of the Paris Op- 
era ballet then, and now it’s just a chance to 
enjoy unfamiliar, endlessly tuneful light 
music. 

The music of Joseph Kosma, like that of 
many composers who work for the cinema, 
has been largely ignored until recently. A 
new recital of his songs, many composed to 
poems by Jacques Prévert, reveals him to be 
one of the key song composers of the second 
half of the 20th century. From such famous 

“titles as "Les feuilles mortes", “Barbara” and 
“Situ imagines” (Decca 460 050-2), he could 
move to more serious fare, as with the song- 
cycle “Sans coup férir”. These songs are sung 
with just the right mixture of intensity and 
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of the Lord, why th 
should we not endure | 
misfortune?” | 

One of the most fa- 
-miliar tunes of all time, — 


from the overture 0 _ 
Rossini's "William Tell” 
turns upin an unfa 
iar form on “Rossi 
Gala" (Opera Rara ORR 
211) This is a selection of. 
scenes and arias from 
nine р perform 
by Nelly Miricioiu, with a 
с group of soloists including Bruce Ford, Gar 
Magee and Enkelejda Shkosa. Ms Miricioit is 
fearless in her attack in such grand-scale 
parts as Semiramide, Zelmira and Armida, 
and then turns up as Clotilde in the finalen- 
semble from “Vallace”. This was an adapta- 
tion of “William Tell", made for La Scala in 
Milan in 1836, that moved the action from 
Switzerland to Scotland and replaced Tell 
with William Wallace. Such were the dictatés 
-of censorship іп Austrian-occupied Italy. 
The result, though, is great fun. 

Bedrich Smetana’s “Ма vlast" (Supra- 
phon su 3465 2) is one of his best known. 
works, so it takes a performance of unusual 
authority and affection to bring out some- 
thing new in it. Sir Charles Mackerras has 
long been. the leading interpreter of Czech 
music in Britain, and here he returns to his 
roots (he was a student in Prague in the late 
19405) to conduct the Czech Philharmonic. - 
Orchestra in a recording of exemplary 
emotional clarity. 

If it seems essential to have some Christ- 
mas songs, rather than going for one of the 
over-hyped efforts of the modem tenors, try | 
“Christmas from a Golden Age” (Romo- 
phone 870012). Here, singers as distinguished . 
as Elisabeth Schumann, Giovanni Martinelli 
and Aksel Schiotz provide a cross-section of 
songs, from the most sentimental to: the 


quietly mysterious, | 
Ne sini 
ga ( 1 @ 


nostalgia by Francois Le 
Roux, accompanied by Jeff 
Cohen. 
One of the most ad- 
mired young composers 
in Britain, Thomas Adés, emerges as a pianist 
of the first rank with his recital of music by 
Grieg, Janacek, Kurtag, Stra- 
vinsky and others (EMI 5 
57051 2). All the pieces he 
has chosen are miniatures, 
nothing lasting more than 
six minutes, but the com- 
plexity of much of the mu- 
sic offers a challenge to 
which he rises with vir- 
tuosity and panache. 
Isaac Albeniz com- 
posed his opera "Merlin" 
to а libretto by an 
eccentric English banker, 
Francis Burdett Money- 
Coutts. It retells the fa- 
miliar legend of the 
sword in the stone, 
heavily influenced by 
Wagner's libretto for his 
opera, “Lohengrin”. Al- 
though the text is high- 
flown tosh, the music is 
impressive, and сот- 
posed on an ambitious 
scale. The opera has never 
been professionally staged, 
but the new recording con- 
ducted by Jose de Eusebio (Decca 467 096-2), 
with Placido Domingo as King Arthur and 
Carlos Alvarez as Merlin, puts it forward as 
an important addition to the operatic canon. 
Cristobal de Morales | 
was appointed by Pope 
Paul iu to membership of 
the Sistine Chapel choir on 
the same day, September 1st 
1535, that the pope also com- 
missioned Michelangelo to 
paint the "Last Judgment". 
The Tallis Scholars, directed 
by Peter Phillips, have re- 
corded Moraless "Missa si 
bona suscepimus" (Gimmell 
CDGIM 033), together with the 
work that was its inspiration, 
Philippe Verdelot’s "Si bona 
suscepimus". This six-voice 
mass has a serene, transparent 
mood, and it opens with a 
philosophical quotation. from 
the Book of Job: "If we have re- 
ceived blessings from the hand 


























































| OBITUARY | 


N HIS book about Haiti, “Best 

Nightmare on Earth”, Herbert 
Gold said that only three kinds of 
people ever went there, misfits, 
missionaries and mercenaries. 
Gwen and Larry Mellon were not 
missionaries in the religious sense 
and were certainly not mercenar- 
ies. It seems cruel, in view of the 
work they did, to call them mis- 
fits. But, putting sentiment aside, 
it does seem that it was their in- 
ability to adjust to the prosperous 
life they were born into that took 
them to Haiti. 

Larry was a member of the 
dynasty founded by Andrew 
Mellon, whose Midas skills 
created one of America's great 
banking and industrial empires. 
Gwen was a New Yorker. Her 
middle-class parents were less 
ostentatiously rich than the Mel- 
lons, but she probably had a bet- 
ter education than Larry who, in 
an early rebellion, had dropped 
out of university after only one 
year of study. 

The two met in Arizona. Both 
were divorced. Larry had bought 
a ranch, seeking to distance him- 
self from life in Pittsburgh, the 
hometown of the Mellons, and 
their pleas for him to become a 
banker. Gwen, tired of New York, 
had come west with her three 











Gwen Mellon 


the cheque. There was never any 
problem about money until Larry 
died in 1989, since when the hos- 
pital has relied on donations. “We 
never asked for money before,” 
Gwen said. “It's been awful.” 

With American prudence, 
Gwen charged each patient a few 
cents for medicine, taking the 
view that anything free was not 
valued. Even this pittance was be- 
yond the means of many Hai- 
tians, and she would accept per- 
haps a bag of fruit instead. But she 
and Larry soon realised the limi- 
tations of the treatment they were 
giving to the thousands of sick 
people who came to the hospital. 
Haiti was itself sick. 

“Do not delude yourself how 
difficult it will be," Schweitzer 
had written to the couple. One 
way to ease their difficulties, they 
decided, was to practise preven- 
tative medicine. They set up clin- 
ics in local villages and started to 
immunise children against teta- 
nus and measles. Gwen leamt 
Haitian creole and taught the vir- 
tues of sanitation. Over the years 
dozens of wells were dug to pro- 
vide safe drinking water. They set 
up literacy classes, and tried to 
teach Haitians the need to man- 
age even their small incomes: that 
instead of paying for an ornate 








young children, and was running 
a “dude” ranch where the rich 
could pretend to be cowboys. 
Larry and Gwen were married in 
1946. Next year, so the story goes, they read in a magazine about 
Albert Schweitzer and the hospital he had built in the jungles of 
West Africa, and for which in 1952 he was to get the Nobel peace 
prize. They decided that they too would build a hospital in some 
forsaken part of the world. “We don't want to sit around looking at 
the damn cows all our lives,” Gwen recalled saying. 

Both went back to university, Larry to get a doctor's qualifica- 
tion, Gwen to study tropical medicine and hospital administra- 
tion. Latin America was searched for a country where they could 
do most good, and Haiti was a clear winner. It was a place of al- 
most total hopelessness, with some of the world’s most destitute 
people, few doctors and run by a particularly repressive dictator, 
“Papa Doc" Francois Duvalier. This was to be Gwen and Larry 
Mellon's home for the rest of their lives. 





Atleast money was nota problem 

The hospital opened in 1956 at Deschapelles, about 90 miles from 
Port-au-Prince, the capital, on the site of a former banana planta- 
tion, one of the many enterprises that had been abandoned by 
disillusioned foreign investors. The Haiti government was content 
to let the Mellons have the site for nothing, and for them to pour in 
$3.5m (equivalent to $23m today) to build the hospital. Larry wrote 


Gwen Grant Mellon, an American in 
Haiti, died on November 29th, aged 89 


wooden coffin, a cardboard one 
would be perfectly satisfactory. 
Butthey tried not to interfere with 
local customs, including voodoo. 
In one ritual children are held briefly over a fire. *We take care of 
the burns," Gwen said in her book, *My Road to Deschapelles", 
published in 1997, “but we don't tell people not to do things." 

They were judged "good" Americans by the local people, a 
compliment not always accorded to foreigners in poor countries. 
Gwen Mellon said she never felt endangered, and disregarded the 
occasional advice to Americans to leave the country because trou- 
ble was brewing. In the United States the hospital is seen as an em- 
blem of public-spiritedness. Over the years many American doc- 
tors have spent time there; others have been inspired to give their 
services in similarly deprived places. “Look around you," Gwen 
said, “you toocan find yourown Deschapelles." Bill Gates, follow- 
ing the American philanthropic tradition, recently gave the hospi- 
tal $2.5m, which should keep it going for a while. 

Gwen and Larry Mellon hoped that their hospital, while im- 
proving the quality of life locally, would accompany, and perhaps 
influence, improvements in Haiti. But the country remains a 
nightmare. It is still the poorest in the Americas and has chosen a 
ruler who, although no Papa Doc, has dictatorial tendencies. But 
Gwen persisted in believing that the more fortunate of the world 
had toset an example. “You do what you can,” she said. As was her 
wish, she was buried in a cardboard coffin. 
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T The LSE Summer School 2001 - 


2 duly ~ 10 August 


level short courses taught by members of the LSE's маде staff. Courses use structured teaching 
are certificated to LSE standards, ins 


-. This years programme offers 40 courses in the following academic subjects: . 
“Accounting & Finance 

Ш Economics __ 

E English for Business 

| = International Relations 

п Law 7 

n Management 
For details contact: | 


The Summer School Office, Room.N1, Houghton St., London WC2A 2AE 
Tel: 444 (0)20 7955 7554 Email: essGlse.ac.uk http://www. ise.ac.uk/summer-schools 









yourself 


For further information callus MB A Programmes. 
+44 02 (07477 8607)/8 or 8989 


Lines are open 10 am - 5 pm At City University Business School we believe an MBA is an Investment. 


Monday - Friday Our City of London location will put you at the heart of one of the world's most 
prestigious business centres, where the networking opportunities are unmatch x 


While you receive a broad base of interpersonal skills, you. can also major in: 
City University Business School * General Management 













Email: cubs-postgrad@city.ac.uk 





Frobisher Crescent * Finance 
Barbican Centre * Management of Technology/E-Commerce 
London EC2Y 8HB * International Business 
United Kingdom it all adds up to an opportunity that will make а difference to your future career. 
www.business.city.ac.uk Find out more about our Full and Part-time MBAs at our Information 


Session on Tuesday, 16th January 2001, at the Bank of England Museum, 
Bartholomew Lane. 


, ew University The University for business 
Business School | and the professions. 






"London 
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MERIT UNU/INTECH| 
Ph.D. PROGRAMME 


The Maastricht Economic Research Institute on Innovation and Technology (MERIT) and the Institute for New Technologies of the United Nations 
University (UNUANTECH), both based in Maastricht, The Netherlands, jointly offer a 


Ph.D. Programme in Economics and 
Policy Studies of Technical Change 


The programme is designed for students who are interested in conducting research on the theoretical, institutional, and policy issues underlying 
technical change and on the role of technical change in fostering economic growth and development in both industrialised and developing countries. 
Supervision of the studies is by scholars from both MERIT and UNU/INTECH, while the Ph.D. degree will be grantéd by Maastricht University. 


.. The programme begins on 3 September, 2001 with six months of intensive coursework on the economics, policy and institutional foundations of 
technical change. Those students who achieve distinction in their coursework will be invited to pursue supervised dissertation research culminating in 
the award of a Ph.D. in Economics or a Ph.D, in Policy Studies three to four years after undertaking the programme. І 


The programme attracts highly motivated individuals from diverse disciplinary backgrounds with a record of distinction: in prior academic work. 
Preferred applicants will demonstrate master's level training in economics or another discipline, sufficient quantitative capabilities, and the capability 
to pursue an intensive graduate level programme conducted in English. j EAER 


The tuition fee is ЮП, 10,500 per year. Given the limited number of fellowships that are available for the first two years of study, applicants are urged 
“to look for other sources of funding as soon as possible. The application deadline is 15 March, 2001. 


For а detailed brochure and application forms, please contact; 


MERIT - UNU/INTECH Ph.D. Programme 
P.O. Box 616 
6200 MD Maastricht, The Netherlands 
email: PhD-program G merit.unimaas.n] fax: + 31 43 3884905 


Or visit the institutes’ homepages at: 


http://meritbbs.unimaas.nl 
http://www.intech.unu.edu 





"Twelve intensive months for a коюшу | 
| understanding of marketing and finance. | 
That's: the Master: of International 
, Economics and Management at Milan's 
Bocconi School of Management. It's a 
highly successful interdísci-plinary course 
offering key specialisations. in 
International Finance and Industry: 
| Analysis and Marketing. Just some of the 
reasons why MIEM attracts students 
from 30 countries all over the world. So, 
if you too want to fly higher, download 
our brochure and application form. | 


Come to our next MIEM information 
sessions held in the following cities: 
Athens, Bangkok, Hong. Kong, 
Manila, Oslo, Seoul, Singapore; 
Stockholm, Taipei, Tokyo. 

Find out. more about dates and 
location оп our website.” 


MIEM 
Master of 


Maste : 
International Economics 
and Management 
International Finance 
industry Analysis and Marketing | 


SDA BOCCONI 


В о ¥ ч 
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: Recognized в eee ae не ко 
“BENING w D. No bachelors degree 4 Intl Gil Hone 
t required for the MBA (or Master's for DBA if you have London Hotel School offers the 
significant work experience. No time limits, minimum opportunity to qualify to work in the 
or frimum. MBA us lakes one year, ОВА two. lds} st & » 
Transfer students welcome. No ured courses world’s biggest & fastest growing 
Quilt not have to study material you already know or м i 
70 need No erame, meat you wre pape busi inesses. Choose from 5 5 UK & USA 
sam trom successful business leaders authors E accredited hospitality Diploma 
nee mamheri жале courses of 12 theory units (start any 


EDY оз www distancemba.com month) or Foundation English 
followed by а one year paid 
internship in a Londón hotel. Sales & Marke fi 
L.H.S., a fast track to management, Hospitality & 1 









London Hotel School Contact us for a 


) 'OTAL IMMERSION PROGRAM Springvale Terrace Tel: 44 020 7665 0000 
8 hrsad ith 2 meals. 8 levels : Beg; I to Adv. H London W14 ОАЕ Online: www.londonhotelschool.com 
ACCOMMODATION IN PRIVATE APARTMENTS амаз " н а н onsen 
Next available 4-week course starts Jan; 8, Feb.5 and all year — 
06230 Villefranche/Mer EL 16. France. Tel.: (33) 493.01 88/44 Fu 3) 493 76 92.17 5 Intensive | 1 


www.institutdefrancais.coni i m= ЕР a ; PSI ERG 
l COMPUTATIONAL | ҮК Т ШЕ 
FINANCE - || BS. MS, Ph.D. Many fields. No class 


NO COST evaluation! Send tesum 
йи Call; 1 ; 6400 UPTOWN BLVD NE < SUITE 298-9 
apply now Tor Fall 2001! Dep! 34 ‘ALU. NM ETT 10° 


www.cse.ogi.edu/CompFin/ | . Gage Oe 
SEER 0-240-4757 








APPOINTMENTS 


The University of Durham MBA comes in three AMBA accredited 
study options — Full-time, Part-time or Distance Learning. 
Find us @ wwwiduracuk/udbs or call 444191. 487 1422. 


University of Durham 
Y BUSINESS SCHOOL 


investing in excellence ii teaching and research 


e“ 
HEI 












The Graduate Institute of International Studies, Geneva | 
"announces two searches each for 

Professor/Associate Professor of International Rel 

starting on 1 Cetóber 2001 or a mutually agreed upon date 


Amsterdam 
(«^ Institute of Finance 





The Graduate Institute of International Studies, founded in 1927, specializes it^ 


In co oper ation with the fa а ulty of the multidisciplinary месу Of international relations. 


INSEAD | 


Financial Risk Management 
(January 29 — February 2) 





Candidates are required to. bave a strong analytical background and an ability to- ^ 
combine theory. and. applied research. They must be able to teach cour: 
general international velacions theory as well as graduate-level survey cour 
their area of specialization. Applicants should be specialized in one of the 
following areas: : 





























* Comparative foreige policy analysis. Substantive knowledge of particular 
states or bureaucracies will. be ab asset; so will a topical specialization that 
is comparative огои ега in nature, The Institute. is open to newer ^ 
research foci, suchas decision-making in non-state actors or iu foreign 
economic policy, ; 


In increasingly volatile markets, financial risk management is an | 
absolute necessity to compete globally. Financial price risk may | 
determine a company's very survival. This one-week course | 
presents both analytical and practical methods to manage 
foreign exchange and interest rate risk. 









Regional and European integration. Substantive knowledge of institutional: 
cooperation and political economy in Burope and/or in one or more issue 

areas will be an asset. The Institute is open to newer research foci, such as - 
the political implications of come and fin | market integration at 


Measuring and Implementing 









¥ 
Economic Value Added | the regional level or the policies of international inssititions. 
| ; 
(February 12 — 14) | Candidates must hold a PhD (or equivalent) in political science or international. 
relations, and must have University level teaching experience and a good 


This course is designed for anyone interested in shareholder 
value and performance metrics, including corporate managers 
and management consultants. It provides the tools to measure 
performance, see where value is created or destroyed, and 
design value-driven incentive schemes for employees. 









publication record, They must be able to wach general courses as well as supert 
master's and doctoral theses. The language of imstruction is either English or 
French, but candidates should have at least a working knowledge’ of the other 
language. The Institute specifically encourages female candidates to apply. 












Applications including a detailed curriculum vitae and a Sf OF 


i i m ; х reach the па the Gr aduate Шаш af International 
For information, please visit our Web site or contact us directly. x ы = i) 








the Ге pietas received after this date УШ not be considered. Terms of — 


AIF - P.O. Box 59536, 1040 LA Amsterdam, The Netherlands 
appointment for these positions may be obtained upon request. 


telephone: +31-20-5200160 - fax: *31-20-5200161 
e-mail: infogDaif.nl - internet: www.aif.nl 


The Institute reserves the right ta fill these positions by invitation. 
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Department for 
International 
Development 












The Department for International Development 
(DFID) is seeking to make two Director: 

| appointments. One will have responsibility for 

| Finance and Aid Policy; the other for development 
|. programmes in Eastern Europe and the Western 
Hemisphere. 


DFID is the British Government department 
responsible for promoting development and the 
elimination of poverty. It works in partnership with 
governments, business, civil society, the research 
community and multilateral institutions to achieve its 
goal - the elimination of world poverty. 


As a Director in DFID you will have a real 
opportunity to influence international strategies for 
eliminating poverty in developing countries. You will 
be closely involved in implementing the 
Government's White Papers on International 
Development which commit the United Kingdom to 
halve the proportion of the world's population living 
in extreme poverty by 2015; and to harnessing the 
impact of globalisation for the benefit of poor 
people. 

You will be a member of DFID's Management Board 
and will contribute to overall policy development 
and management of the organisation. 

The Director, Finance and Aid Policy, has overall 
responsibility for financial resources and 
performance assessment and is supported by 
departments covering Finance and Accounts, Aid 


hitp:/Awww. diid.gov.uk 





DIRECTOR POSTS (2) | 
LONDON . 


Policy, Procurement, Evaluation and Internal Audit. 


The Director, Eastern Europe and Western 
Hemisphere, leads a team handling all aspects of 
DFID' work in Eastern and Central Europe, the 
Former Soviet Union, Latin America and the 
Caribbean, including Britain's Overseas Territories. 


SKILLS AND EXPERIENCE 


You will have proven leadership and management 
ability demonstrated at a senior level. You will bea 
strong communicator with a track record of effective 
interaction with international and public and private 
sector bodies. You will have highly developed 
influencing and negotiating skills; a sound 
understanding of development theory and a track 
record of promoting effective interdisciplinary — 
working. l T Ed 
TERMS OF APPOINTMENT | 


These posts are based in central London but will 


involve travel overseas. These Home Civil Service 
appointments are open to United Kingdom nationals 
only. They will be permanent appointments subject 
to satisfactory completion of a probationary period. 


The starting salary will bein the range. 
£55,750-£80,000 (pensionable) per annum. 
A relocation allowance will be available. 


Applications are invited for one or both of these 
posts. 


Closing date: 12 January 2001 


| Information on the DFID, job specifications and how to apply can be obtained quoting reference VSDIR2/CC 
B. clearly on your envelope, from Department for International Development, HROD, 94 Victoria Street, 
| London SWIE 5JL, or telephone 020 7917 0079 (answerphone) or e-mail dfid-recruitment@dfid.gov.uk 


| DFID is an equal opportunities employer and encourages applications from women, members from ethnic 
| minorities and people with disabilities. 





THE ECONOMIST DECEMBER I6TH 2000 











POINTMENTS - 


EUROPEAN 
COMMISSION 


Directorate-General 
for Personnel and 
Administration, 
Organigram and 
Management 
Staff Unit, 

MO 34 5/113, 
Wetstraat 200 
rue de Ia Loi, 
B-1049 Brussels. 


Closing date 
for applications: 
(date as postmark or 
express courier 
` service stamp): 
05.01.2001. 
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(grade A1) for the Di ectorate- | 
General for Economic an | 
Financial Affairs — 


The Directorate-General for Economic and Financial Affairs plays a strategic role in economic 
and monetary policy for the European Union, notably by analysing Member States economie: 
evaluating economic performance in the Euro zone, formulating Commission proposals in 
the field of coordinating economic policies, managing practical implementation of the Eu 

It also cooperates directly with the European Investment Bank and the European Bank of- 
Reconstruction and Development. І 


Principal tasks: C] Under the authority of the Commissioner, the Director-General is responsible. 
for setting ond achieving the objectives established i in the DG mission statement and work 


‘programme. 


Skills: C) Excellent knowledge and competence in the field of macro- and micro-economic issu 
Clln-depth knowledge of the Community mechanism i in respect.of coordinating economi 
policies; CIA proven management ability as well as the capacity to ensure smooth cooperation. 
amongst different Commission services; 2 The ability to represent the Commission and to. 
defend its position in Community and international fora, as well as solid experience of 
negotiations. 3 


‘Degree or diploma: (J University degree or an equivalent national qualification entitling’ 
е holder to undertake postgraduate studies (equivalent professional experience will also 
‘be accepted). : 


rofessional experience: 1 Minimum of 15 years’ professional experience at the level. to: 
vhich the above qualifications provide access, of which at least 5 years must have been 


gained at senior level in fields relevant to the vacant post. 


Recruitment procedure: О The Commission invites applications from within its own 


|. services and from outside the institution in parallel; O The Commission will select and 
‘appoint the chosen candidate according to its established procedures. A shortlist of 
candidates will be called for interview by the Commission's Consultative Committee on 
Appointments, which will be assisted by external advisers; including three experts of 


international reputation in the field of economic and monetary policy; The European 
Union takes great care to avoid any form of discrimination in its recruitment procedures; . 
[Л The decision on the appointment is scheduled for February 2001, It is expected that the 
selected candidate will take up his post as soon as possible thereafter in 2001. 


Salaries and conditions of employment: C as laid down for A1 officials of the European 
Communities. 


If you are a national of one of the Member States of the European Union and you are interested. 
in applying for this post, please send a typewritten, detailed curriculum vitae (not exceeding 
4 pages) to the address given in the advertisement. 


This information is also published in the Official journal of the European Communities 
(No. C351A, 07.12.2000), available at website http://europa.eu.int/eur-lex 





http://europa.eu.int 
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McCAIG CHAIR IN MANAGEMENT 
(International Business) 


On the edge and leading the way. 

The University of Calgary ivan innovative university that 
builds а spirit of discovery and inquiry while delivering 

а dynamite life and quality learning experience. 


UNIVERSITY OF 


CALGARY 


The Faculty of Management is seeking a distinguished scholar from industry 
or academia, with an international reputation commensurate with an appaint- 
ment to the new McCaig Chair in Management (International Business). 
The Chair is generously supported by donations from М. Ann McCaig; 

JR, (Bud) McCaig and Trimac Corporation. 


Candidates must have a PhD degree, and an outstanding research record 
in International Business. The candidate must have a high motivation for 
undergraduate and graduate training, 


The position will commence July 1, 2001. The initial term of the McCalg 
Chair is five years, renewable after appropriate review, 

The Faculty of Management at the University of Calgary 15 a progressive 
and innovative management school with'an international reputation for 


H inflaencing the practice of management and leadership through quality 


Heating and research, Founded in 1967, the Faculty of Management is one 
of. only seven Canadian business schools to gain accreditation from the 
AACSB - the International Association for Management Education. 


coApplicanits st should send a cun feutum vitae, а statement of research 


January 31, 2001, lo: 


; David M; Saunders, PhD, Dean, Éaculty of Management, University of 
algary, 2500 University Drive N.W. ‘Calgary, AB Canada TAN 1N4 
ax: (403) 284-7992 E-mail: dsaunders@mamt.ucalgary.ca 


gerin requirements, prioríry will be 
, m) пете reside mis af Canada: ki fe 


www.ucalgary.ca 


Policy Analyst 


The Civil Aviation Authority is responsible for the economic regulation 
of the UK civil aviation industry. A new post has been created in our 
Economic Regulation Group. 


You will be responsible for advising on developments in integrated 
transport and environmental policy and on the optimum development 
of aviation policy within this broader context and its implications for 
our regulatory and operational policies: You will also.be responsible 
for providing analysis and advice оп optimum public policy, including 
economic regulatory, institutional and service delivery policies for the 
provision of air traffic services and aviation infrastructure more 
generally within Europe. 

You will have a good degree and preferably a post-graduate qualification 
in economics or a related discipline, together with strong networking, 
relationship management and communication skills, You will need to 
tackle problems and identify opportunities in a pro-active and energetic 
manner, putting analytical outputs into a broader policy context and 
communicating the implications to senior management and externally. 
In return; ме offer а 5 year pensionable appointment with salary in 
the region of £30,000 (more for án exceptional candidate) and a 
performance related bonus scheme: 


Please write with-a full CV to Rosanna Falrthome, Personnel, Room 
K216, CAA House, 45-59 Kingsway, London WCZB 6TE. 
Closing date: Sth January 2001. 


The CAA is dii equal opportunities emplàyer. 








Petrodatw Research, a division of OneOffshore, inc., is looking for 2/3 Research 
Analysts to join the team, The research team provides detailed research studies 
and forecasts for the offshore oi & gas industry. Suitable candidates will be 
expected to work in a team environment and undertake market analysis and 
forecasting work for various offshore equipment markets. 


Ideally, applicants should have knowledge of either the offshore rig, marine or 
construction markets, be educated. to at least degree level and have a background 
if economics or statistics. The positions are open immediately and available at 
our offices in Aberdeen, Bury St, Edmunds and Houston. 


Please send applications to: 


Personnel, OneOffshore UK Ltd. Studio 1, 
The Warehouse, 8t Botolphs Cane, 
Bury St. Edmunds, Suffolk, 1P33 2AX 
or email your CV to personnel @ petrodata.coak by 7st January. 


NATIONAL UNIVERSITY 
of SIN GAPORE 


FACULTY OF LAW 


The National University of Singapore is а leading university in Asia. The 
Faculty of Law, which is particularly strong in commercial and international 
law, is increasing its capacity to further strengthen its national, regional and 
international roles. 


The Faculty is the only Law School in Singapore that provides degree and 
postgraduate level programmes for а diverse. international legal profession. 
Located in the fastest growing region in the world, it is an ideal place to 
research, learn about and reach out to the region, 


Faculty members are well placed to be part of the Asian Century, where major 
legal developments are expected, especially in international trade and 
intellectual property. To achieve economic development, Asian countries have 
to learn about, and often do busiriess tri the existing legal regimes that the East 
had little part in shaping and defining. Asia now wants a role in the shaping of 
future legal developments. There is much. work to be done in education, and 
the refinement of the law in the light of regional conditions. There is no better 
place to do so than from a country that is a champion of free trade; a major 
financial, business and trade centre in the world; and which has a legal system 
and lawyers that understand and work with both western and eastern 
traditions and perceptions. 


The Faculty is looking for outstanding and promising faculty members with 
experience and potential particularly in the following areas: 


Banking Law (especially electronic banking) 

Company Law 

Dispute Settlement (including arbitration and mediation) 
Information Technology Law 

Intellectual Property Law 

International Trade Law 

Shipping and Admiralty Law 

World ‘Trade Law 


Applicants should possess at. least ап LLM (or equivalent) degree тот а 
reputable university. Those who expect to complete their doctorates soon may 
also apply. Backgrounds in science (especially the life sciences), engineering 
and information technology would be an advantage for those interested in the 
posts based on Information Technology Law and Intellectual Property Law. 


Besides appointments on 3-year contracts, visiting appointments for one or 
two years may also be considered, "The commencing salary will depend on the 
applicant's qualifications and experience. 


Please see.the following for more information: кар, 4 е оа 
NUSinfo/Appoint/law. htm 


Interested. candidates may e-mail ог write in to: Associate Professor 
CHIN Tet Yung, Dean, Faculty of Law, NATIONAL UNIVERSITY 
OF SINGAPORE, Level 2, 13 Law Link, Singapore 117590. 
Fax: (65) 776-3601, E-mail: lawdean@nus.edu.sg. 





THE ECONOMIST DECEMBER 16TH 2000 





ammo 
RFE Fer The Transition Economies of Eastern and Central 


“Europe and the Former Soviet Union 


Isti actively participate in the implementation, coordination, and 
‘financed accounting and auditing reform, and corporate 

: in the transition economies of Eastern and Central Europe and the 
former Sovi i i 
host. country. 
ations in the region. The Advisors will provide oversight to USAID Missions and 


ssful candidates must he able to demonstrate technical proficiency in International 

nting Standards and International Standards on Auditing and an ability to be 

in developing country environments. The position requires that (he Advisors be 

US citizens, a CPA or CA, with a master's degree in economics, finance, business 

administration or a related field. and ten or more years.of work history showing 

increasingly | responsible — positions. View full — announcement — at 
hitp:i/www.usaid.gov/procurement, bus opp/procurement/pse solicit 


These Washington-based positions will be contracted under а personal services contract 
for a period of two years, with extensions possible. These positions аге graded as GS-15, 
with salary range ($84,638 ~ $120,028) dependent upon. earning history. Interested 

applicants should prepare and send form OF-612 and a comprehensive curriculum vitae 
io: Ms, Yvonne Wilson, US. Agency for International Development, Office of 
Procurement, RRB Room 7.09-064,1300 P ennsylvania Ave NW, Washington DC 20523. 
7900. 


Applications must be postmarked no later than January 31, 2001. 


AN Asia-Pacific p : 
Development Consultants | 


AGRISYSTEMS 


live hoods. The company invites: applic 
following: 


Project Management 
Economics 
Agro-processing 

Rural Infrastructure Eng. 
Agricultural Extension 
Financial/Budget Analysis 
Rural Credit/Micro-finance 


experience) with a degree (preferably: Masters), and an ability: t | 
clear concise reports in English. Knowledge of SE Asia/Pacific and 


languages is desirable: Those with previous experience of workin AR 


ADB/DFID are particularly encouraged to apply. 
Please send CVs quoting reference 05/2000 to UK. Fax: +44 1296 74 


Email to: registrar@agrisystems.co.uk, Visit www.agrisystems.co.uk.- 





Department for 
international 
Development 


DFID is shortly to launch a five year project in the Brazilian 
Amazon, with the aim of enhancing the sustainable use of 


technologies and demand-led development. 


in establishing the strategy, structure and evaluation of the 
project, ensuring the successful integration of social 


research and data gathering, developing proposals for a 


юы 
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equitable development. Working closely with civil society 


in the state of Para. 

QUALIFICATIONS AND EXPERIENCE 

Ideally educated to postgraduate level in rural sociology or 
related discipline, you will have spent at least five years 
working in poverty focused rural development, covering 


The Department for International 
Development (DFID) is the UK's 
government department responsible for 
promoting development and the 
reduction of poverty. DFID is committed 
to the internationally agreed target of 
halving the proportion of people living in 
extreme poverty by 2015. 


Fulfilling Britain’s commitment to 


countries i in / 
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natural resources through the validation and dissemination of 


Reporting to the Project Coordinator, you will be instrumental 


development and poverty concerns. You'll provide advice on 
monitoring system and municipal strategies for sustainable and 


partners, your networking skills will create strong links with the 
community and producer associations and organisations, In 
addition, you will provide training on project methodology to 
the technical and operational teams and other related staff. 
The post will be based in Moju, 100km to the south of Belem 


Application forms can be obtained, quoting reference AH375/3/AF clearly on your envelope, 
international Development, Abercrombie House, Room AH375/3, Eaglesham Road, East Kilbride G75 8EA or 
telephone (01355) 843597 (answerphone) or e-mail: hrod3ct@dfid.gov.uk — hfip://www.dfid.gov.uk 


DFID works in partnership with 
governments, interna 
non-governmental organisations, the 
private sector and institutions such as the 
World Bank, UN agencies and the 
opean Commission. Most of our 

is concentrated on the poorest 

and sub-Saharan Africa, 


community, organisations, enterprises and markets. Excellent 
training and facilitation skills and experience of participatory 
and extension methodologies is essential, as is fluency in 
English and Portuguese: In addition, experience of rural Brazil 
would be useful, as would knowledge of municipal state 
organisation. Due to the changeable nature of the project, 
you'll need a flexible approach. 


TERMS OF APPOINTMENT 


The appointment is for a five year fixed term period and is 
subject to а probationary period of 10 months. Salary will be 
in the range of £35,000 to £40,000 (UK taxable) commensurate 
with experience and qualifications and will include an element 
in lieu of employer's share. of superannuation. Additional 
allowances may be payable together with fare paid UK leave. 


Candidates should be nationals of Member States of the 
European Economic Area (EEA), Commonwealth citizens who 
have an established right of abode and the right to work in the 
United Kingdom or those granted refugee status as defined by 
the 1951 UN Convention on Refugees. 


Closing date: 6 January 2001 


from Department for 


but we also work in middle income 
countries, and in Central and Eastern 
Europe. 

DFID is committed to a policy of Equal 
Opportunities and encourages 
applications from all parts of the 
community. Selection on merit. 


al and national 


SOCIAL DEVELOPMENT SUPPORT 
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Department for 
international 
Development 


The Government's 1997 White Paper on International 
Development committed the UK to actively engage with the 
global community in working towards a number of agreed 
International Development Targets (IDTs). These include, by 
2015, a reduction by two-thirds in the mortality rates for infants 
and children under the age of five, à reduction by three- 
quarters in maternal mortality and, by 2005, the 
implementation of national strategies for sustainable 
development. An important example of one of the components 
of the new DFID Health Strategy is a commitment to help in 
"creating social, political апа physical environments to improve 
health" 

To assist DFID in taking these important initiatives forward, 
Infrastructure and Urban Development Department, Health 
and Population Department, and the Environmental Policy 
Department, wish to jointly recruit an Environmental Health 
Adviser, to be based initially at London HQ. 

An Environmental Health Scoping Study has recently been 
completed to inform DFID policy on environmental health and 
some initial HQ-based foundation work has been undertaken. 
Your role will be to build further on this, become familiar with 
established environmental health programmes and activities 
and engage with international work, as well as to recómmend 
appropriate mechanisms to remedy any identified knowledge 
gaps within DFID. Developing new approaches which will 
strengthen co-operation and collaboration between DFID 
professionals in different departments is a key element of the 
work. 

To succeed in this challenging role, vou will be able 10 
convincingly deliver guidance for better integrating 
environment and health issues within DFID supported 
programmes in the following areas: 


Britain's commitment to Geese a 


| ENVIRONMENTAL HEALTH ADVISER 





LONDON 


water supply, sanitation, excreta disposal and hygiene; 
air pollution (indoor and ambient); 
* non-specific developmental health impact, 

through health impact assessment processes; 
* environmental degradation leading to increased 

incidence of emerging and re-emerging disease; 
® — accident injury impact, including traffic crashes; 
* urban, industrial, domestic and clinical waste; 
* health and safety at work. | 
QUALIFICATIONS AND EXPERIENCE 
With a postgraduate or equivalent qualification in 
environmental health, or similar and you'll have at least 10 years 
practical experience in the application: of environmental health 
skills and principles (five or more of which should have been in 
developing countries). 
A broad understanding of environmental health issues and how i 
they apply to poverty eradication is required. Excellent inter- 
personal and self motivational skills, strong team working 
ability, together with the ability to provide guidance and advice: 
on a range of environmental health issues at short notice are 
pre-requisites of the post. 
TERMS OF APPOINTMENT 
The salary will be in the range £40,000-£45,000, dependant on 
qualifications and experience. The appointment will be made 
under permanent and pensionable civil service terms. Initial 
assignment will be to DFID's London office for a period of three 
years, subject to a 10 month probationary period, Travel of some 
sixty days a year from base is likely, 
Candidates should be nationals of Member States of the 
European Economic Area (EEA), Commonwealth citizens who 
have an established right of abode and the right to work in the 
United Kingdom or those granted refugee status as defined by the 
1951 UN Convention on Refugees. 
Closing date: Friday 12 January 2001. 


* 









Application forms can be obtained, quoting reference AH375/3/ team 3 HOD/IUDD clearly on your envelope, from 
Room AH375/3, Department for International Development, Abercrombie House, Eaglesham Road, East Kilbride 
G75 BEA or telephone 01355 843109 (answerphone) or e-mail: Hrod3atédfid.govuk — htip://www.dfid.gov.uk 


ing 


Fulfill 


The Department for International 
Development (DFID) is the UK’s 
government department responsible for 
promoting development and the 


DFID works in partnership with 
governments, international and national 
non-governmental organisations, the 
private sector and institutions such as the 
World Bank, UN agencies and the 
European Commission. Most of our 
tance is concentrated on the poorest 
ntries in Asia and sub-Saharan Africa, 


reduction of poverty. DFID is committed 
to the internationally agreed target of 
halving the proportion of people living in 
extreme poverty by 2015. 


USINESS & PERSONAL 








but we also work in middle income 
countries, and in Central and Eastern 
Europe. 

DFID is committed to a poli 
Opportunities and encoura 
applications from all parts of the 
community, Selection on merit. 


f Equal 


OFFSHORE COMPANIES, TRUSTS, FOUNDATIONS, 
BANKS, INSURANCE COMPANIES 


m PROT 

s Available Wo 
IDA E com, 
gmceglobal-money.com 


httpf/ww fiaasclconvenisnen. com 
Faxes: +1-416-3525168, +3120-5241407 


GLOBAL MONEY CONSULTANTS S.A. - FLAGS OF CONVENIENCE S.A. 


ed in 1985 
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RADIOCOMMUNICATIONS 
AGENCY 


“Salary Scale £35K - £49K 
* £2K Pay Enhancement 





Annual Bonus Scheme 


26 Days Paid Holidays 
a year 


Non Contributory Pension 
Scheme 


Closing Date for receipt 
of applications: 
Sth January 2001 


The offshore professionals since 1977 


ERTLY FC 











THE ECONOMIST DECEMBER 16TH 2000 


BUSINESS & PERSONAL 








Radiocommunications Agency 


(An Executive Agency of the Department of Trade &. Industry) | 





Economic Advisor (Range 10) 
in the London Headquarters 


Are you looking for a job in an organisation which plays a beading role in its 
Radiocommunications is one of the largest growth industries and RA ts at 
The Radiocommunications Agency is an Executive Agency of the Enhancen i 
Trade and Industry and is responsible for the management of the civil radio spel 
The Agency ts located at South Quay in Docklands. 
The Agency's Headquarters has a vacancy for a full-time Economic Advisor and invites 
applications from qualified Economists. Applicants wishing to work part-time are also welcome ds- 
consideration will be given to making the post a job share opportunity: 
The responsibilities of the Adviser would include: € Advice on implementation of spectrum pricing 
€ construction of a policy model to simulate the effects if spectrum trading € advice on the role of 
the Agency in regulating spectrum trading as well as the ferm of property rights to grant to radio 
users e analysing the national efficiency case and. market failure arguments for Agency policies: 
in accordance with Green Book principles @ advice оп analoque-digital switch-over and other 
policy issues. 

You should have a First or Second degree in economics. 

For a full job specification, information pack and an application, form please 

















































telephone Miss Rachel Anderson 020 7211 0534 or write to her quoting Ref: RDP KC 

1/ 143 at Radiocommunications Agency, Human Resources Unit, 12R/4C, 

Wyndham House, 189 Marsh Wall, London E14 9SX or vist our website at % 
wiww.radio.gov.uk Tue 











The Racdioconununications Agency is an Equal Opportunities Employer INVESTOR IN PEOPLE | | 







U.S. Bank Account 


Opening Servi ce | a “We Can Help" 
CALL ANYTIME Tel: 1800.423.298: M 25 Year Experience im immigran Matters 
(toll free) or «302.996. 5819 The law Bent of Scmjen & Peterson. 
Fax: 1.800.423.0423 (USA/Canada only) мр» умыт com 


A Email: somjengosomjen com 
or Fax: 302.996.5813 Suite BIO, 1240 Bay Street, 


Readers are recommended 


ti mike appropriate enguicies amd rake 


à клревхе or entering into а binding 
commitment ін relation t un advertisement, The 
hivenormiss Newspaper Limited shall iun be Huble 

to дпу persun, Jor loss dneurnidor 


E-mail: inc infoQdelbusinccom 7 Ontario, Canada, MSR 247 
Internet: http.//wwwidelbusine.com (416 3. Бак 81639202 4204 





Delaware Business Incorporétors, Inc. an Help" 


International Calls Cost Up To 
85% Less In the New World. 


T fyoure looking for the finest international phone rates and service, 
look no further than New World Telecommunications. Because we 
save you up to 85% on all international calls. 


To the U.S. and U.K, 48a true callback innovator New World 
provides state-of-the-art voice communica- 
tions and the lowest possible rates for all 
iptemational calls originating outside the 
United States through callback. 

Now you can call anywhere in the world... 
at amazingly low rates. Perfect for home, 
office, hotel, fax, or cellular phones: Call 
today and be calling globally at 85% less 




























The the day after tomorrow! 
Economist 
Call Today! 1-973-438-1800 
TO ADVERTISE WITHIN THE CLASSIFIED 1402 Teaneck Road, Suite 114 
SECTION, CONTACT: М ‘Teaneck, New Jerse 1^ 294 07666 
Wil Wilkinson, London Laurence James, Hong Kong Fax: 1-201-287-8428 

Tel: (44-20) 7830 7000 Tet: (852) 2585 3232 CLULDOFTE Help@cust. newworldtele.com 

“Bax: (44-20) 7830 7111 Fax: (852) 2598 1677 vww.newworldtele.com 

Emad: Willwilkinson € economist com 1: laurencejames € economist com 
e ке Jod cs Worki Беразе вона New Word a a radeon ob Nev World Teleanonnadoatian. АЙ rights wiradi 








CENTRO DE ESTUDIOS MONETARIOS Y Fl INANCIEROS 


ASSOCIATE OR FULL PROFESSORSHIP. 
IN ECONOMICS 


"Applications are invited for appointment from 1. October 
«2001 to one tenured faculty position at СЕМЕ. Candidates 
“should have an outstanding teaching and research record in 
“economics or finance. Appointment may be made at the 
Associate or the Full Professor level, depending on the 
candidate's merits. There are no restrictions as to the field of 
specialization, and knowledge of Spanish is not required. 


Further particulars. may be obtained at www.cemfies or 
"from Professor Samuel Bentolila, CEMFI, Casado del Alisal 5, 
28014 Madrid, Spain (e-mail: — bentolila@cemfi.es). 
Applications should arrive by 31 January 2001. 


The Reuters Foundation Programme 
for Journalists at Oxford 


Appointment of a Director 
and Fellow, Green College 


A successor to the Director of the Reuters Foundation 
Programme at Green College, Oxford, is to be appointed 
with effect from June 2001, The initial appointment is for 
five years, with the possibility of extension, and carries 
with it a Governing Body Fellowship at Green College, 
one of the University’s graduate colleges. 


The Programme brings journalists from all over the world 
to study at Oxford. Its purpose is not to teach journalism 
skills, but to give men and women in mid-career who 
already have those skills an opportunity to.step back 
from the rhythm of the newstoom and reflect on what 
they аге doing and how they might do it better. 


The Directors job involves running the Programme. in all 
respects, though assisted Бу an Administrator. This means 
arranging individual courses of study, choosing world class 
Speakers, leading seminars and building the future of the 
Programme, which in the past fifteen years has established 
itself as a unique opportunity in world journalism. 


Together with an established reputation in journalism, the 
successful applicant will need both extensive international 
experience and an ability to work in an academic 

environment, matching Fellows with appropriate teachers, 


He or she will play a leading role in the recruitment and 
selection of Fellows, manage budgets and lead the 
Programme. The Director will also promote the Programme 
and understanding of journalism both within and outside 
the University: The. job is a full-time one, but the Director 
should be able to find time for research and writing. 
Residence in Oxford is essential, 


То apply for this important job, please send a letter 
of application together with your CV and the names 
of three referees by 15th January to: The Director, 
Reuters Foundation; 85 Fleet Street, 

London ECAP 4AJ. + 


Telephone: 020 7542 6864. S 5. REUTERS 
Fax: 020 7542 8599. :* Foundation 
E-mail: foundationGreuterscom * 2 * 
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Government of India (GOI) 


in the first tranche of the restructuring and disinvestment! 
programme for India Tourism соте отаи Corporation 
(ITDC), two of its 5 star hotels 
Bangalore are offered for operating on long-term lease- 
cum-management and six other hotels at tourist locations 
across India are offered for sale. Expression of Interest is 
invited not later than January 25, 2001. Entities interested 
are required to apply for Request for Qualification (RFQ) 
to Lazard India, Advisor to the GOI. For further details 
please visit www.theashokgroup.com 










located in New Delhi and 










26% SALE OF STAKE IN HINDUSTAN ZINC LTD, 
UDAIPUR, BY GOVERNMENT OF INDIA 


The Government of India (‘Gol’) wishes to sell 26% of 
equity in Hindustan Zinc Ltd, the largest producer of. 
Zinc in India, including appropriate role in management, | 
to a strategic partner. BNP-PARIBAS has been retained 


as Advisor to the Gol. 


The last date for receipt of the Eol is January 15, 2001. 
For further details, kindly visit the following web sites: 


www.hzlindia.com 
www.hzlmetals.com 
www.nic.in/mines 
www.meadev.gov.in 





| Russell McLeod 


Associates 
is acting on behalf of a client. to 
identify consultants with 
expertise in the fields of 
Private Sector 
Development and 
Information and 
Communication 
Technologies 


and are interested in working on 


a range of assignments across 
Europe. 


| Expressions of interest should be 


sent by e-mail to 





RussellMcLeod @compuserve: com 


|| PUBLISH YOUR WORK 


BUSINESS & 
PERSONAL 


NEW AUTHORS 





ALL SUBJECTS CONSIDERED 
WRITE OR SEND YOUR MANUSCRIPT TO: 
MINERVA PRESS 
315 ~ 317 REGENT ST LONDON WIR 7YB. UK 
wWw.tminerva-pebss.co.uk 


FREE CD-ROM 


egy 4-353 ANUS prie 
Майк fete инт wth demos of et sites aid cased ооа. 


BOSABSBUHH 
“your product seen through local eyes 
IT UK DE FR DK SE FI NL ES IE 
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e OWNED BY LAWYERS AND ACCOUNTANTS e CONFIDENTIALITY GUARANTEED e BANK INTRODUCTIONS 


The SCF Group, est. in 1989 provides full ranges of offshore services at what we believe are the 
most compelitive rates currently available by a licensed professional firm. 


for OFFSHORE & UK COMPANIES © tre best prices contact u | 5 today 


For immediate, ів, friendly advice, please conta 
90-100 oye a St * Chelsea. 


London SW3 БМ. LONDON: Janson Lotery [y iHons) DUBLIN: Peter Murphy B. 

DUBLIN: Te 44 (0) 207352 2274 3834 

27-29 Lower Pembroke St. Fax:+44 (0) 207795 0016 Fax +353 (01 ^ 
Dublin 2, freland. Emak Jansonioscigroup.com E-mail, рїїшрһү@ 



























innovative and cost-effective solutions to protect your assets and minimise your tax. The Sovereign Group is a professional global practice of 
leading tax specialists, operating in 17 jurisdictions worldwide for over 10 years. For complimentary copies of our guides to international tax planning 
and trustee services, please contact your most convenient Sovereign office. Alternatively call for expert practical advice free of obligation or charg 


BAHAMAS: Coretta Dames GIBRALTAR: Les Roberts моно комб: Stuart Stobie Simon Denton USA: Paul Winder 
el: +1 242 322 Бада 4350 76173 L +852 2542 1177 +44 (0)20 7479 7070 Jel: +1 800 813 6381 
+1 242 325 8445 F. +350 70158 7 +8652 2545 0550 ца (0)20 7499 4436 Fax: ^ 
Sovereign Group.com ibi SovereignGroup.com overeignGroup.com overeignGroup.com usa@SovereignGr me com 


WWW.SOVEREIGNGROUP.COM / 










"^ START YOUR OWN “™ ! 
1 IMPORT/EXPORT AGENCY | OFFSHORE 
No Capital or Exp. req. No Risk. Work from 
Mone. Part/Full time. Free Advisory service! CREDIT CARDS 
Est. 1946. Clients in 120 countries. 
Send for Free Booklet. 
WADE WORLD TRADE 
Dept 2c24 50 Burnhill Road 
Beckenham Kent BR3 3LA UK 
Tel: +44 (0) 20 8650 0180 (24hrs) 


Fax: «44 (0) 20 8663 3212 


http//veww.wadetrade.com 
ти кж жы EHE 0 0 NN NE I 


CANADA IMMIGRATION 


AVAILABLE BY EUROPEAN BANK 





FAX APPLICATION TO BANK 
+90 392 227 53 77 
e-mail: apply@fmb-cards.com 


Let our exclusive group of former Visa Officers, with over 35 years [ 
experience, provide expert assistance and guidance то your immigration. 
process. Applications professionally and confidentially prepared. Fast 
internet and email service, Specialists for skilled workers, businessmen and 
investors. 
















OIC CONFRATERNITY CANADA LTD, 
823-409 GRANVILLE ST. VANCOUVER, BC, CANADA, V6C 1T2 
TEL: (604) 669 0389 FAX: (604) 669 3905 
www.oiccanada.com passport@infoserve.net 









CANADIAN BANK ACCCUNT & 
COMPANY FORMATION SERVICE 


Low Fee Canadian Incorporations 
Bank A/C Opening Credit Cards 
Brokerage А/С Global Mail Fax & Tel 
Forwarding Compl support Services _ Formation and administration of 
& Professional Management pening of bank accounts 
Other Corporate & Financial Services MESE аа ai 
55 ae NERA: | UNITED KINGDOM 
Available Serious Inquiries Only - Bead Office - 
CY TrustGroup 24Hr Fax (604/87 1-0039 LAVECO Ltd 
service@ca pitaldleyelojment. net Clos de Saignie, Sark, 


United Kingdom, СҮФ OSF 


Raymond Terry Gibson 
Lowest Annuab Foes 


1 +4-}481-832-542 
#ваау Made Gompanias 
















оооооое 6 












44- 1481-832-116 
E-mail: sark&tlaveco.com 


HUNGARY 












COMP ANE 
FROM 












Bank ntroductong Tet: £36-1-217-96-81 
Nominee бегова Fax 217-14 
Oshare Credit Cards E-mail: he TENY (ülaveco.com 
United Kingdom: 





: ROM, ANI А 
Tel: «44 (0) 20 7638 9818 Р 1 


toor, Morley House, 
3 2 Regent Street, 
London WIA SAG 








26 Offices Worldwide 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 





Wii. WWW.Ocra. com — — 


1509002 94 Certificated + А member of the Estate and General Group established in 1935 
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ECONOMIC I^ 


OUTPUT, DEMAND AND JOBS In the year to the third quarter, the rate of cp growth 

slowed to 4.2% in Australia and to 3.4% in the euro area. Germany's industrial output grew by 

4.1% in the 12 months to October, down from 5.2% in the previous month. Over the same period, 

retail sales fell by 1.9% in France, by 1.7% in Germany and by 1.4% in Japan. 

% change at annual rate 
6 








Retail sales 
(volume). 


The Economist poll Industrial 
GDP fo. 


recasts 


Unemployment 
% rate 
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“Not seasorially adjusted. Average ot latest 3 months compared with average of previous 3 months, at annual rate. fAug- Oct claimant count rate 3.6% 
in October. SAug-Qct. : 


United States 








PRICES AND WAGES In November, the 12-month rate of consumer-price inflation rose to 
2.2% in France and to 3.2% in Britain. Wholesale prices in Japan increased by 0.3% over the same 
period. American workers received a wage increase of 4.0% in the 12 months to November. This 
wasthe biggest: pay rise for two years, but was still worth only 0.6% in real terms. 























































% change at annual rate The Economist poll 
Consumer prices Sensumer prices forecast Producer prices — "Wages/eamings _ 
3mthsf 1 уваг 2001 3 mths? 1 year 3mthst — 1year — 
‘Australia 4158 + 6.1 23 + ee £37 190, +7201 +67 +6503 
Austria £24. 42800 +21 +18 $73 +57 м +02 +20 0 
Belgium — +27 € 31 No +25 420 +35 +78 Sep ОИСИ: TA Qi т. 
Britain * 26 +32 Nw — +24 +25 +17 +29 Now +65 +42 Oct 
Canada £18 «2800 +27 +24 +24 € 44 0а +24 + 5 
Denmark +29 +26 Nw +28 +23 +64 + 69 On +70 +: 
France _ +25 +22 № +17 +16 +63 4 6504 +34 + 
Germany +18 + 2.4 Nov +20 417 +74 +74 Ot na + 
italy +25 + 2.7 Now £26 +22 _ +57 +6701 +29 + 
Japan m^ 0.9 ~ 06 ~ 0.2 + 

























Switzerland —— j 
United States +27 1 : : А { 
Euro-11 +24 + 27 0d 423 420 * 65 +20 +24 Q 


*Not seasonally adjusted. | Average of latest 3 months compared with average of previous 3 months, at annual rate 
























COMMODITY PRICE INDEX 
Palladium prices rocketed to a 
jacked $940 an ounce this week, more than 
twice as high as a year ago. The market has- 
become more worried about supplies. Rus- 
sia produces two-thirds of the world’s pal- 
ladium, which is used mainly for catalytic 
converters in cars. Russia's exports have | 
been erratic since 1997 thanks to red tape 





` | aver export quotas. Traders fear that 2001 


| 
| will be little better, despite pledges from the | 

precious-metals export agency, Almaz, and 
the main producer, Norilsk Nickel, that 
shipments will not be delayed. Johnson 
| Matthey predicts that prices could top | 

$1,000 an ounce before the end of Decem- | 
ber, given that export quotas for this year 
have already been used up. If prices keep 
rising, car makers may look for alternatives. 



























| 
T 
| 
| 
1995::100 % change on | 
Dec Sth. Dec 12th" опе óne | 
e шш. year | 
Dollar index | 
Altems __ 725 _ 728 + 34 ND 
Food 3707 +95 +16 
Industrials | 
АН 742 756 + 44 + 07 
_ Ма 68.8 6861 +14 - 34 
Metals 78.7 819 + 66 + 37 
Sterling index 
All items 79.2 793  * 19 +128 
food — 778 770 tud du „+133 
Industrials _ 810 823. + 30 +123 
Euro index 
All items *160 















Gold. | 
$perog . 27119, 27100. e8 BO ] 
Crude oil North Sea Brent | 
| Sperbarrel — 2853. . 2706 -184 + 85 | 
| West Texas Intermediate” | 
$ per barrel 29.55 i | 
конон? 














W SOCCER Manchester United has 
scooped the title of the world's richest foot- 
ball club for the third year running. With 
£110,9m ($180) in turnover in 1999, it leads 
Bayern Munich by £27.4m. Clubs from the 
English Premier League dominate the rank- 
ings in Deloitte & Touche's “Rich List". With 
Scottish clubs, Celtic and Rangers, also per- 
forming well, Britain took ten out of the top 
20 places. By contrast, the world-champion 
country, France, had only two in the top 25. 
Healthy revenues do not always translate 
into success on the field: the 24th-placed 
Atletico Madrid was relegated from Spain's 
Primera Liga last season. Real Madrid may 
have come third in the turnover rankings, 
but it was still defeated by Boca Juniors, a 
South American club, in this year's World 
Club Cup. To 


—— КИ 


Гор football clubs - 


(by turnover, season on ending 
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FINAN CIAL INDICATORS 


| MONEY AND INTEREST RATES Japan's broad-money growth slowed to only 2. "m in the 
year to November. The yield on American 30-year Treasury bonds fell to 5.48%, after profit 
warnings from several high-téch firms increased fears of a sharper economic slowdown. 

| „Money supply* uu Interest rates % p.a. . (Dec 13th 2000) 





| m PROFITABILITY American companies 


return on capital held steady in 1999 and t 
profitability of their British counterpart 
fell. But Finnish firms enjoyed a banner 
year. According to a study by Richard Wal 
ton of Britain’s Office for National Statistics, 
Finnish companies" average rate of return 
was.17% last year, putting it at the topof a 
-sample of 19 countries. The reason was not 
_simply the success of Nokia, the world's 

| biggest maker of mobile phones, which ac 
counts for 20% of the country’s exports. 
Software companies and "old: economy" 
firms, such as forestry, paper and metal 
industries; have also improved their profit- 
Scien Rat реча анс әәә | ability. Not surprisingly, Japanese compa 
i - o | mies profitability has tumbled as the econ- 
"STOCKMARKE TS The Dibe of an outcome to: America's presidental election boosted | omy continues to: struggle. The chart shows. 
` many stockmarkets. London rose by 24% and the Nikkei by 1.9%. But Wall Street remained ner- that German companies have the lowest 
vous amid a spate of profit warnings and investment downgrades. rates of return. However, these figures may 
Market indices change on _ | not be fully comparable with those else 
oe Коч ese iro where because they overstate the capital 

< stock, and so understate the rate of return, 









“over: Зат money market. banks 2-year 10-year gov't corporate 
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Australia (All Ordinaries) 33415 $3304 2,9200 
























Austria (АТХ) _ 1084 12361 10294 ^ 
Belgium (Bel 20) T 33404 25322 


... 84030. 69302. 5994€ 
Canada (Toronto nto Composite) — 9098] 113888 81142 | i _ mM FN 
Denmark (Copenhagen SE) 9378 10390 — 7881 . + 09 197  -102  *204 +50 






















































France (SBF 250) 30916 43907 15128 — - OS + 64-136  - 05 131 
Germany (Xetra BAN 77662027 80650 63723 me 70. -178  - 49 -169 
italy (ВС 7... 19678. 21823 A - 13 +177  - 938 

DITS UII 18,687 208332 1430013 + 19 — -165. 

visis (Тор) 5.18929. 25076 13418. 

Netherlands (EOE) 





Switzerland (Swiss Market) _ 
United States (ОЛА) 




















*in euro terms. * Morgan Stanley Capital international index includes individual markets liste fisted above plus eight others, in dolar terms. 
Salomon Smath Barney World Government Bond Index, total return, in dollar terms 








TRADE, EXCHANGE RATES AND BUDGETS The dolla ar rose as s America’ s election wrangledre toan vend. Japan’ scurrent-account surplus 
narrowed to just over $7 billion in October; its 12-month surplus fell to $118.7 billion. Germany's imports and exports both hit record levels in 
October; its 12-month trade surplus narrowed slightly, to $57.1 billion. 

Trade balance*, $bn_ 


latest latest 12 











Currency units Budget 





Ы po 
latest 12 mths % of СОР, forecast 
2000 





(3075 1073 


1001 1020 | 








"Merchandise Austraba ва, Britain, France, Canada, Japa 
SNot seasonally adiu 
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world's youngest and poorest are ignored 
in many countries, according to The State of. 
the World's. Children 2001, a report pub- 
lished Бу uncer, the United’ Nations 
agency for children. More that.10.5m chil- 
dren under five die every year, 99% of them 
in developing countries. Angola, Niger and 











inadequate immunisation, lack of clean 
water, poor access to health care and vio- 
lence all take their toll. Some countries, such 
as Bangladesh, the Philippines and. Cuba, 
have made big strides in improving the lot 
of their under-fives through programmes 
for maternal health or child care: Early 
childhood is a time of crucial mental and 
physical development, whose neglect has 
serious social and economic consequences. 
UNICEF reckons it would take $80 billion a 
year to ensure that basic sanitation, medi- 








toevery baby. 














B EARLY CHILDHOOD The needs of the 


Afghanistan have some of the world’s high- | 
est rates of child mortality, as malnutrition, | 


cal treatment and education was provided "| 
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ECONOMY. Czech Gor growth ‘quickened to.2.2%.in the year to the third quarter. The growth 
in China’s industrial output slowed to10.6% in the 12 months to дора butitis still pir to 
outpace growth in 1999. Over the same period, China's trade surplus narrowed to $26.3 billion 
and inflation rose to 1.3%, its highest for three years, after deflation in both 1998 and 1999. 
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FINANCIAL MARKETS Turkish shares fell by 6.4%оп December 13th because of worries that 
the constitutional court would ban the main opposition party; the market fell by 13.3% over the 
week. Athens also fell by 6.3%. The settling of America's election lifted Asian markets: Seoul 
gained 7.7%, Hong Kong rose by 3.5% and Taipei went up by 41%. 
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Com's New Era of 3usiness Networking 
Wake up from your bandwidth nightmare to find a new line of LAN, Internet and 
telephony products that help you build networks that are eager to grow and even 
more eager to exploit the Internet to its fullest. Want to turbocharge your net- 


work? Just talk to your 3Com reseller or click 3Com.com. Home. Office. Beyond 
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` George Bush became the 

43rd president of the United 
` States after an election of un- 
precedented drama and con- 
. fusion. Al Gore, the Demo- 
cratic candidate, narrowly 









| tory in the electoral college de- 
pended on the result in Flor- 
ida, where Mr Bush was 
ahead by only 500 votes. 

- | Claims of irregularities and a 
-.| volley of lawsuits to force or 
stop recounts followed. Flor- 








` partial recounts should con- 
tinue; the United States Su- 
preme Court intervened to 
rule that they should not. That 
in effect settled the result, five 
weeks after election day. 


The Institutional Revolution- 
ary Party lost power in Mex- 
ico, after seven decades, to Vi- 
cente Fox, a former Coca-Cola 
manager. 


In an extraordinary saga in 
Peru, Alberto Fujimori won 
à controversial third term às 
president in a rigged election, 
only to be driven from office 
months later by scandals in- 
volving his intelligence ad- 
viser, Vladimiro Montesinos. 


The United States stepped irito 
Colombia's quagmire, áp- : 
-proving $13 billion in mostly - 
military aid intended to wrest 
control of the country's main. 
drug-producing area from the 
FARC guerrillas. The FARG sus-- 
pended peace talks with the 
government, while right-wing 
paramilitaries grew in strength; 



















© won the popular vote, but vic- | 


ida's Supreme Court ruled that ' 


The Pinochet affair trundled 
оп. Britain released the former 
dictator after 17 months, on 
health grounds. Chile's Su- 
preme Court ruled that he 
could be prosecuted at home 
for disappearances, but the 
Appeals Court quashed an ar- 
rest order against him on 
technical grounds. 





Canada's prime minister, Jean 

Chrétien, gambled оп an 

early election, and. won. He 

i. gained a third consecutive 
parliamentary majority, seeing 

off the challenge of a newly 

formed right-wing party. 


| Europe's leaders 


Vladimir Putin took over as 
Russia's acting president from 
an ailing Boris Yeltsin at the 
end of 1999, and won à presi- 
dential election in March. 








| Slobodan Milosevic was 
turned out of office, with the 
help of mass demonstrations, 
after losing a presidential elec- 
tion in Yugoslavia to Vojis- 
lav Kostunica. 


The least belligerent of Ko- 
sovo’s political parties, led by 
Ibrahim Rugova, won local 
elections in the rebel province 
administered by the un. 


Angela Merkel replaced Wolf- 
gang Schäuble as the leader of 
Germany's opposition Chris- 
tian Democratic Union in an 
effort to freshen up a party 
tainted by the fund-raising 
scandal surrounding ex-Chan- 
cellor Helmut Kohl. 





France, which took over the 
u's six-month rotating presi- 
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i 
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| 
| 
| 
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dency in July, held a summit 
in Nice. The в0 15 leaders 
agreed on the minimum re- 
forms needed to embrace 
more countries as members, 
mainly from Eastern Europe. 
The earliest any might join is 
reckoned to be 2004. 


Spain's prime minister, Jose 
Maria Aznar, and his centre- 
right People's Party retained 
power by winning, for the 
first time, an outright majority 
in parliament in a general 
election. 


Giuliano Amato, a technocrat, 
took over from Massimo 
D'Alema, an ex-Communist, 
as Italy's prime minister, at 
the head of roughly the same 
centre-left coalition. 


In a referendum, the Danes 
rejected a proposal to adopt 
Europe's single currency, the 
euro. 


Austria's far-right Freedom 
Party joined the centre-right 
People's Party in a ruling co- 
alition, prompting the rest of 
the ки to cold-shoulder Aus- 
tria, though the Freedom 
Party's head, Jórg Haider, 
stayed out of the government. 


Peace postponed 


The Israelis and Palestin- 
ians failed to agree on a per- 
manent peace. Instead, a se- 
quence of events led to a new 
intifada (uprising). The Israelis 
responded with ferocity. After 
300 Palestinians and 38 Israelis 
had been killed, both sides 
again started peace talks. 


President Muhammad Kha- 
tami's reform movement in 
Iran won à parliamentary 
election but suffered bad set- 
backs, including the closing of 
liberal-minded newspapers. 


Zimbabwe's president, Rob- 
ert Mugabe, launched a cam- 
paign to occupy white-owned 
farms, attacking the opposi- 
tion Movement for Demo- 
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cratic Change. He won a par- 
liamentary election but the 
economy shrank, disastrously. 


A savage two-year border war 
between Ethiopia and Eri- 
trea ended with Eritrea’s de- 
feat. The two countries signed 
a peace agreement. 


In Cóte d'Ivoire, General 
Robert Guei tried to steal an 
election. He was driven out by 
popular protest, and replaced 
by an opposition candidate, 
Laurent Gbagbo. The banning 
of another contender, Alas- 
sane Ouatarra, led to clashes. 


The uw struggled to make 
peace in Sierra Leone. Foday 
Sankoh, the main rebel leader, 
was captured. But the war 
continued. So did a bigger war 
in Congo. 


Moriclingson 
A rebellion against Japan's 
prime minister, Yoshiro Mori, 
led by his younger rival, Koi- 
chi Kato, failed. But with the 
lowest approval rating of any 
Japanese leader for decades, 
and a flat economy, Mr Mori's 
days looked numbered. 











The presidents of the two | 
Koreas, Kim Dae Jung and | 
Kim Jong Il, held an unprece- 
dented summit in Pyongyang, 
the North's capital. There were 
family reunions, too, and 
work began on restoring rail 
links between the two capitals. 





Président Joseph Estrada of 


the Philippines went on trial 


in the country's Senate, ac- 
cused of taking bribes from il- 
legal lotteries; the first Asian 
leader to be impeached. 
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A growing world 









World output grew by an 
. estimated 4.9% in 2000, its 
fastest pace for 16 years. 
America led the way: its GDP 
surged by more than 5%, well 
ahead of growth in Japan and 
the euro area. How long can 
this last? As the year drew to a 
close, there were increasing 

; about a “hard landing" 
the American economy. 
After raising interest rates 
three times during the year, 
the Fed signalled that the next 
move will probably be down. 


| 










i The’ euro fell against the dol- 
lar for most of the year, 
touching a low of $0.83 in late 
Octobér—-30% below its start- 
ing level in January 1999—be- 

` | fore recovering slightly as the 

^ American economy appeared 
to stumble. The dollar's 


ther widening of America's 
current-account deficit, to a 
record 4.5% of GDP in i the third 
quarter. 





The oil price hit a ten-year 

.| high, edging to $37 а barrel. 

| opec responded to pressure, 
particularly from America, 
гапа announced modest quota 
increases in September and 
November. Prices fell at the 
| end of the year as the extra oil 
¡came on to the market. 


China sidled to the brink of 
membership of the World 
Trade Organisation. Amer- 
ica and Europe continued to 
wage low-intensity conflicts 
over European imports of beef 
„апа bananas, and American 
tax subsidies to its exporters. 





strength accompanied a fur- 
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BUSINESS THIS YEAR 
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South Korea's chaebol, fam- 
ily-owned industrial conglom- 
erates, struggled to convince 
foreign investors that they 
were serious about restructur- 


| ing. Hyundai, the country's 


biggest, was torn for most of 
the year by a bitter family 
feud, while Daewoo failed to 
sell its car maker when Ford 
pulled out at the last moment. 


Lower tech 





pac 
Stockmarkets reached re- 
cord levels in March as the 
thirst for technology and 
dot.com shares hit fever-pitch. 
As the year wore on, finance 
for Internet companies dried 
up, high-profile firms foun- 
dered and the first casualties 
appeared, America’s tech- 
heavy Nasdaq Composite in- 
dex fell some 38% from the be- 
ginning of the year, and 50% 


from its peak. 


America Online (AoL), the 
world’s biggest Internet service 
provider, and Time Warner, 
a giant media company, 
agreed to а merger which was 
approved by America's anti- 
trust officials in December. 
When originally announced in 
January, the firms’ combined 
market value of $340 billion 
made the merger the biggest 
ever. But the slide in technol- 
ogy shares subsequently 
wiped $140 billion off the ini- 
tíal valuation. 


Vodafone became the 
world's biggest mobile-phone 
company by buying Man- 
nesmann, a German rival, in 
a deal exceeding in value even 
the Aor-Time Warner пе 











But the value of the combined 
firm, and those of other tele- 
coms giants, fell amid growing 
concern about the high cost of 
acquiring licences for (and 
building) new "third-genera- 
tion" wireless networks. 


An American judge ruled that 
Microsoft had acted illegally 
by using “anti-competitive 
means" to preserve its Mo- 
nopoly and by being “preda- 
tory" towards competitors. The 
court proposed remedies, in- 
cluding a break-up of the soft- 
ware giant. Microsoft, whose 
share price plummeted, ap- 
pealed against the verdict. 


| Name-dropping 


A record number of Ameri- 
can bosses were axed, in- 
cluding the chief executives of 
more than 40 of the 200 big- 
gest сотрапіеѕ--пеапу dou- 
ble 1999's total. Among the 
casualties were Durk Jager of 
Procter & Gamble, Richard 
Thoman of Xerox, Michael 
Hawley of Gillette and Rich- 
ard McGinn of Lucent, The fa- 
tal blow was usually cush- ~; 
ioned by a severance package 
worth several million dollars. 


Two new giants were created 
in the drug industry: Glaxo 
Wellcome announced.a union 
with SmithKline Beecham, and 
Pfizer completed its acqui- 
sition of Warner-Lambert. The 
drive for size was powered by 


| a desire to be first to create 


blockbuster drugs out of the 
wealth of information arising 
from the Human Genome 
Project, completed in June. 
Other pharmaceutical: compa- 
nies, which had tried to com- 
bine agriculture with drug 
making, put their farm divi- 
sions out to pasture. 


The world’s car makers 
linked up. General Motors and 
Fiat entered an alliance. Ford 
grabbed Land Rover from 
BMW, which also got rid of 
Britain’s 's struggling Rover 
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Japanese partner, Nissan Mo- 
tor, would be in profit in 2001, 
меи р early. .Daimler- - | 





in pde $ йш Mitsubishi 

Motors hoping to perform a 
similar trick, and took a stake 
in Hyundai Motors, South Ko- 
rea's largest car maker. 


Europe's Airbus Industrie 
announced the long-awaited 
rival to Boeing's 747. The A380. 
a 555-seat-plus “superjumbo”, 
had received more than 50 © 
firm orders by the end of е. 
year, when it was launched 
officially. A trade dispute over 
subsidies promptly broke out : 
between America and ће: 
European Union. 


MM on it 


There were mega-mergers in 
investment banking, as |. 
several firms tried to force 
their way into the "bulge 
bracket" alongside Goldman 
Sachs, Morgan Stanley Dean < 
Witter and Merrill Lynch. uss: 
bought PaineWebber, Credit >= 
Suisse acquired эю, and J.P. 
Morgan gave up its do-it-alone 
strategy and sold out to Chase 
Manhattan. In volatile тїаг< 
kets, profits were strong, 
thanks to the enthusiasm for. 
iros in the first half of the: 
year and record-breaking © 
merger activity, especially in 
Europe. 


There were two failed mergers 
among Germany's three © 
big banks. Deutsche Bank 
and Dresdner Bank broke up 
at the altar; then Dresdner 
and Commerzbank decided 
against tying the knot. All 
three pledged themselves to 
the single life for the moment. 

























-Bagehot's Tories 






: 8m —HK is easy to understand 
:: Bagehot's anguish (December 9th) 
at the British people's stubborn- 
“fess in refusing to see virtue in 
William Hague. But why is he 
_ puzzled? Is it not clear that voters 
distrust the Tories апа dislike Mr 
Hague for his truculent populism, 
his contemptible embrace of any 
‘momentary cause from е 
прн опт shooting burglars: to 
he idolisation of fuel blockad- 
-ers-and . constant. barrages 
| against mythical: targets like the 
“European superstate. 
^. Bagehot casts a tolerant eye on 
` Tory pledges to cut tax and keep 
` up spending on health, education 
and. other ‘services. ruined by 
Conservative. governments past. 
How withering would he: have 
been: had such ludicrous prom- 
‚ез been advanced: by Labour? 
Bagehot now finds it hard to pin 
&riticism on Labour, so he resorts 
to complaining that after three 
years in office Tony Blair has 
failed to cure the transport chaos 
he inherited. Another Blair sin is 
iis failure to persuade voters of 
he blessings of à European cur- 
rency. It is understandable’ that 
ou should havê a пао bias 
ut should it be so blatantly pa- 
raded by Bagehot? 
Orpington, 
Kent 















































PATRICK MASSEY 


iR-Bagehot is to be congratu- 
ted for his plucky enterprise in 
using the word “discombobula- 
in. describing the Tories. 
lowever, Bagehot could do with 
a refresher course with his dictio- 
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nary. For Bagehot to have used 
the word correctly he would be 
claiming that the Conservatives 
are disturbed, disconcerted, upset 
and confused. He may not agree 
with our policies but anybody 
who knows anything about the 
Conservative Party today would 
realise that it is more confident, 
stable, coherent and single- 
minded than it has been at any 
time since Harold Macmillan’s 
leadership. 
PAUL NEWMAN 
Prospective parliamentary 
candidate for Denton 
and Reddish 


T کک‎ E — 
Nixon's history 


Sig—Your repeated comparisons 
between America's presidential 
elections. of 1960 and 2000 are 
strained at best. At worst, they 
distort history. You assert that AI 
Gore may compare unfavourably 
to Richard Nixon, who, you 
claim, "decided against contesting 
Jack Kennedy's (arguably more 
dubious) victory. in 1960" (“The 
damage done", December 9th). 
The damage done here is to the 
historical record. 

Although Nixon publicly con- 
ceded the 1960 election to Ken- 
nedy, he also contested aggres- 
sively the results. through 
challenges mounted by Republi- 
can Party operatives in as many 
as 11 states. Recounts. were con- 
ducted in several, including Texas 
and Illinois, where Kennedy's 
lead in the popular vote—at ap- 
proximately 40,000 and 9,000 re- 
spectvely—was much clearer 
both before and after recounts 
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than was George Bush's apparent 
lead in Florida. Court challenges, 
followed by appeals, were filed 
by Nixon aides; indeed, these re- 
counts initiated by Republicans, 
much to the Nixon camp's horror, 
led to the redesignation of Ha- 
waii’s electors to Kennedy as late 
as December 28th. Far from ac- 
cepting defeat, Nixon and the Re- 
publican Party did all they could 
to question the results. 

Northampton, 
Massachusetts 





Mary LEWIS 


Sir—You claim that “if the French 
devoted as much newsprint to 
Silicon Valley as they have done 
to Palm Beach, they might learn 
something to their advantage.” 
Anyone familiar with the current 
tone of public. debate in France 
would find this statement sur- 
prising. A quick check on the In- 
ternet reveals that between elec- 
tion day and December 12th, the 
words “Silicon Valley” appeared 
in 25 articles in Le Monde and in 
54 articles in the New York Times. 
The figures for “Palm Beach” are 
53 and 447 respectively. In other 
words, the New York Times men- 
tions Palm Beach eight times 
more often than Silicon Valley, 
while Le Monde mentions it only 
twice as often. This information 
sadly betrays the extent of your 
prejudices. 


Cambridge, 

Massachusetts DAVID SPECTOR 
Meistens a etna a ی‎ ol a EA " 
Portugal diminished 


Si&—Although you might con- 
sider it a small detail, 1 would like 
to point out that you truncated 
an already small country by leav- 
ing out the autonomous island re- 
gions of the Azores and Madeira 
from the map published in your 
survey of Portugal (December 
2nd). 

Pittsburgh 


ANTONIO TEIXEIRA 


Sig —Hs it an obscure kind of hu- 
mour to end a survey of Portugal 
with the suggestion that in 20 
years the Portuguese will cele- 
brate the quincentenary of the 
Magellan voyage? Magalhaes, as 
his name is rendered in Portu- 
guese, was a son of Lusitania, but 
was considered a national traitor, 
since, using.maps stolen from his 
own rulers, he conducted his 
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nautical enterprise in the service 
of Spain. The effort was com- 
pleted by an individual pictured 
on the last page of your survey, 
Juan Sebastian Elcano, who was 
Basque. Was this supposed to be a 
sly comment on globalisation; of 
which, of course, Magalhaes was 
a pioneer? 

STEPHEN 
Washington, pc SCHWARTZ 


КЕЛКУ IEE КЕЛАТАТ Se VEN ERN RR m i 
Unconventional Zeiss 


Srg-—My puzzlement at your arti- 
cle.on Zeiss ("Zeissmic shift", No- 
vember nth) was tinged with 
painful disappointment. The arti- 
cle outlines the integration of an 
East German and a West German 
company, followed by sales ris- 
ing the closure of loss-making 
units; the formation of joint ven- 
tures; the movement from loss to 
comfortable profits; intense staff 
loyalty; success in new high- 
technology areas and in tradi- 
tional. ones; and a large invest- 
ment in chip manufacturing.’ 

Іп other words it: i 
great success, Ar 
"The disadvantag 
no external pressure from capital 
markets." Horror of horrors, the 
company is: owned by a founda- 
tion whose rules “enjoin the com- 
pany to look after its staff as well 
as to make a profit.” In other 
words, success must be dismissed 
if the capital markets are not in- 
volved and the ownership struc-. 
ture is unconventional. 







London. Davip ERDAL 
Leopold the Wrong 


Sir~Your article on.. the- Congo 

("In the heart of darkness", De- 

cember 9th) carries a picture of 

the wrong King Leopold. You: 
show Leopold 1, the first king of 

Belgium and.a nephew of Brit- 

ain's prince. consort, Albert of 
Saxe-Coburg-Gotha. It was. his 

son, Leopold n, a conspicuous fig- 

ure sporting a large white beard, 

who ordered Sir Henry Morton 

Stanley, a British-American ex- 

plorer, to venture into the Congo 

river basin, paving the way for 

Leopold's Congo Free State and 

the further colonisation of the Af- 

rican continent. 

Ghent, 

Belgium MATTIAS CREFFIER 
KEEPER ЕНЕНЕ | 
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NORTHERN IRELAND Economic COUNCIL 
Senior Economist | 


(permanent post) 


Salary: £21,491 - £33,617 


Our client is ап independent body with a wide remit to provide 
advice to the First Minister and Deputy First Minister on the 
development of economic policy for Northern Ireland. 

The Council now wishes to make a key appointment to support 
the maintenance and delivery of its services. 


The person appointed will report to the Director and will have full 
н ibility for part of the Councils work programme, which is agreed 
‘on an annual basis. The appointee will be expected to be able to discern 
| useful themes for analysis and develop research. on these, as well as 
supervising Economists on specific projects or deputising for the Director. 


Candidates must have an Upper Second.or First Class Degree in Economics 
[or a subject where Economics is the major component. In addition 

candidates must have a Postgraduate Degree in Economics (or in a subject 

where Economics is th major сүре) and/or research experience in 


and initiative and the abiiy to assume substan! 
research projects at ап early stage. Familiarity \ \ 
applications is. desirable. 


Salary for the post will be commensurate with the skills and experience offer 
by the successful candidate and will. be performance related, Occupational pei 
arrangements are provided through the Principal Civil Service Pension Scheme: 


For an application form ала information pack, please contact Pauline Harro 
by post, fax or email (Рах: 028 9053 1142; email: ni-recruitment@deloitte.c 
The closing date for return of comp leted applications will be 12 January 200 


The Northern Ireland Economic Council is committed to equality of opportuni 
in employment. All applications for employment are considered strictly on the: 
basis of merit. } : 


The Northern Ireland Econarnic Cound! welcomes applications from all suitab 
qualified applicants irrespective of religion, gender, disability or race. 
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management solutions. 


Deloitte 


`. Deloitte & Touche, 19 Bedford Street, Belfa 





Based at ADB's Indonesia Resident Mission in Jakarta 


The Position: 


Senes as focal point in Indonesia to address ADB's strategic objectives 
«elated to governance, particularly, in incorporating and strengthening gov- 
Ў issues in developing the country pie strategy, economic 
and sector work, country assistarice plaris, loans, technical assistance 
: and capacity bullding and policy dialogue operations; 
Contributes to ADB's. participation in the Partnership to Support Gover- 
nance Reform. in Indonesia and other related donor coordination activi- 
ties; and 
Supports ADB's policy dialogue, particularly, by preparing governance as- 
sessments with emphasis on anti-corruption, corporate governance, decen- 
tralization, public expenditure management, civil service reform, legal and 
judicial reforms and by broadening public participation in decision making. 


The Requirements 


An advanced degree іп economics or related field with specialization in go 
егпапсе; 

In-depth experience, including local experience in Indonesia, in policy | for 
mulation related to governance and broad-based exposure to developmen 
work; 

Ability to operationalize strategic planning and development trieorylpol 169. 
into ADB's program; ip 
Demonstrated s«ills to. help people leam from experiences in other cour 
tries regarding best practices in public sector decision-making and gove 
nance; and 

Ability to operate-as part of a team with strong diplomatic skills and eff 
communication skills. if 


Established in 1966 and headquartered in Manila, Philippines, ADB's multicultural staff come from over 45 member countries. АОВ offers an internationally competitive salary pa 
US dollars. Salaries and benefits are generaly free of tax except for citizens of some countries, primarily the USA and the Philippines, whose incomes are taxed by their fespeclive 
governments. Applicants should be nationals of one of ADB's member countries. For further information, please visit www.adb.org and look for Employment under Resources. 


NENNEN 
Send CV and cover letter by fax, mail or online using MS Word format quoting Ref. No. 00-50 by 6 January 2001 to: 
Tel: (63-2) 632-4444 HUMAN RESOURCES DIVISION 


Fax: (63-2) 636-2550 ASIAN DEVELOPMENT BANK 
E-mail: jobs@adb.org Р.О. BOX 789, 0980 MANILA, PHILIPPINES 





Women are actively encouraged to apply. 


Only shortlisted candidates will be notified. 





























International University Bremen, 
A PRIVATE RESEARCH UNIVERSITY, WILL OPEN WITHTHE FIRST: UNDERGRADUATE SEMESTER IN SEPTEMBER 2007. 


OPENINGS FOR ASSISTANT, ASSOCIATE AND FULL, Fors 
EXIST IN THE FOLLOWING SCHOOLS: : 








ARSHIPS, DEPENDING ON QUA 





LIEECATION, NOW 


School of Engineering 
and Science 


54 17 Professorships - Mathematics, Physics, Chemistry, 
Biology and Related Engineering / Science Disciplines. 


ШУА undergraduate majors wili be 
offered in the above-major disciplines 
^as weltas in the following arsas: 

уе Computational Science 
om Electrical Engineering and 
Computer Science 
Earth and Planetary Sciences 
Chemical Engineerin vo 
Biochemistry and. Gell Biology 
Bioinformatics 








i 


1 


Additional undergraduate majors and 
advanced degree. programs are being 
developed for the subsequent years. 
Accordingly, applicants ave expected 
to have profound knowledge and 
dus record ih research and/or 

teaching related toone or тоге of. 
the following areas: ; 
Mathematics, Physics, Chemistry, 
Biology; Statistics; Applied 


and Social Sciences 


Mathematics, Computer Science, 


Electrical and Computer Engineering: 


Chemiéal Engineering, Physical 
Chemistry: Geophysics and Geology, 
Space Physics, Planetary Physics; 
Biochemistry, Molecular Biology, 
Cell Biology, Neurosciences and 
Bipintormalics. 





10 Professorships — Cognitive Psychology, Social Sciences, History, 
Fine Arts and Literature, Applied Statistics / Research Methods. 


Undergraduate majors will be offered 
“An Cognitive Psychology, Social 
© Sciences, History, and Fine Arte and 
Literature; Advanced degree programs 
are being developed for the subsequent 
years, Applicants are expected te excel in 


Social and Economie Cognition, 
information Processing. Social 
Psychology; Comparative Economies, 
Modern Management and Marketing, 
Information Technolagy; 
Comparative Politics, European 


Communication Behaviour, Mass 
Communication Systems, New 
Media and the Knowledge Society; 


Contemporary History, Social History, 


History of Science and Technology; 
Comparative Literature and 





Politics, International Relations 
and the Nation State: Comparative 


research and/or teaching withia one ar 
more of the following specifie areas: 


languages, Art and Art History, 
Musicology. 


One of the goals HUB has set Jor itself is to challenge traditional diseip 
research in fields which require problem-orientated transdiscip 


inary boundaries and to teach and do 
jinary d 


Professors are erected 10. engage inactive research. The teaching loa 
Particularly useful will be experience with or ah aptitude in th 
language: af instruction is English. Strong interaction with the 
mdispensible ei lement or dug: 


d will range from 3.to 6 hours per week. 
8 use of electronic media in classroom pd The 
students, alse outside class and lab hours, js an 


» Salaries will be commensurate with qualifications and experience. IUB does not offer tenu ге, but contract terms are 
flexible and may be extended based upon performance and the university's needs. A normal initial contract will be for 
aperiod of firee to Dive years. One- “year visiting faculty will alse be considered. 


For further information pl ple ease visit our жив Www iu-hremen.de . 








AN INDEPENDENT 
INSTITUTION FOR THE 
ADVANCEMENT OF 
EDUCATION, RESEARCH, 





INTERNATIONAL 
LEADERSHIP AND 





GLOBAL CITIZENSHIP, 





NOMINATIONS AND. U 
APPLICATIONS SHOULD | 
ARRIVE PRIOR TO : 
JANUARY 31,2001. 
PLEASE ADDRESS ° 
COMMUNICATIONS Ti 





PRON, Dr. 
GERHARD HAERE 
DEAN OF ENGI 
AND СЕНСЕ 








OR 





DEAN о PRSE 


AND SOCIAL? 
(MK'TU-BREME 


AT . 
INTERNATIONAL 


UNIVERSITY BREMEN 
PO, BOX 75 os бї 


28725 BREMEN 
GERMANY 
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At a | recent faculty recruitment interview, 
a candidate told us SMU i 


a brave and excit ‘ing experiment. 


Yes, we are brave for there аге s extraordinary opportunities. ahead. There is: no doubt, our first year 


has been exciting. 













But SMU is many other things as well. 


Ac ountancy (Financial, Манао 





Computer Sciences. 
Decision Sciences 
Économics 


Information Technology 





о Management (Strategic, international) 
| nisation Behaviour 
Quantitative Methods 
Statistics 
« Technology 


Interested? Visit us at www.smu. edu.sg and apply at facultyev@smu. edu. sg. 


Applications and nominations lodged by 31st January 2001 will receive priority attention. 


By the way, ‘the candidate got the job. It wasn't just the sparkle in his eyes when he made his statement | 
about SMU, it was also his entrepreneurial spirit, his self-assurance, but most of all; his top record 


‘jn research and teaching. And there have been women candidates who have also equally impressed. 








SINGAPORE MANAGEMENT UNIVERSITY 
Office of Faculty Administration, P О Box.257, Tanglin Post Office Singapore 912409 Tels (65) 822 0100 Fax: (65) 8220101 
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? IMF sbould be 


ence for tbe stability 
financial system.” 


UM 
on 


Horst Kohler, Managing Director 


or experienced economists, 


to the job? 


osition, please refer to our website below; on-line 
are at the IMF s Washington, D.C., headquarters. 
ositions are women and men with at minimum a 
jects and several years relevant work experience 
of Finance, international organization, research 
capital markets. 


WWW.IMF.ORG/RECRUITMENT 
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v International Oil Pollution Compensation Funds 











Pollution каинап Funds:1971 and 1992 ПОРС Funds) аге two iiuergoverhinerital “organisations which 
e resulting froni oil spills from tankers, within the framework of four international treaties elaborated шег the 
ganization (IMO) of the United Nations, 1 




























| . ; At present, 87 States belong to this international regime, and it is expected that more counties will} join the compensation system. dn the near future. The two: 
` Organisations are administered by a joint Secretariat with 26 staff members, based in London, which is headed by a Director: The working мшш ofthe. 
ОРС Funds аге English, French and Spanish. i ; 


“The following two posts are to be filled in 2001, Complete proficiency in English is required. An excellent drafting sy is in Vineis is essential. Good 
working knowledge of French and/or Spanish would be an advantage. 


LEGAL COUNSEL (Vacancy No. 2000-05) 
The Legal Counsel will assist the Director in dealing with important legal issues, In particular he/she^will: 


® Carry out legal studies of a general nature * Represent the Funds at meetings in MO and at Conferences, E 





® Give legal:support to.the Head of the Claims Seminars and Workshop ae БОЛУЫ, 

Department and the Claims Managers ` e" Prepare documents for the sof ы p ; 
• Instruct lawyers engaged by the Funds * Participate inthe work. БЫА бул 
© Deal with specific incidents às instructed by the Director ae 
Applicants should have a university degree or equivalent professional qualification in law with a profound | 
minimum of 10 years of relevant professional experience. Knowledge of various legal systems would be ¥ 


international law issues. Experience of work in.a-maritime field and in an international context would be a grea 
with maritime or pollution damage claims would be. valuable. 


Salary is paid in accordance with the-United Nations scale (grade D.1), commencing at approximately £61 200 ne 
number of additional benefits: 


Closing date 31 January 2001 E m 
CLAIMS MANAGER (Vacancy No. 2000-04) 




















The Claims. Manager will be: responsible to the Head of the Claims Department for the handling of claims for compen а ior 


ie юр Funds. In. 
particular he/she will: E rom 








* Be primarily responsible for specific incidents as instructed ® Represent the Funds at Conferences, Seminars and Workshops ү 
by the Head of the Claims Department ® Prepare documents for the Governing. Bodies of the Organisations 
® Examine anil assess claims for compensation ® Undertake research relative to oil pollution incidents : 
* Negotiate with claimants and their representatives * Draft publications, briefs, statements and internal memoranda oi on эй matters 
* Make settlements af claims relating to incidents and claims related is ues. EEE un 





® Establish; and. manage local Claims Handling Offices 

© Supervise, manage and monitor. work undertaken by Claims 
Handling Offi ice staff and experts appointed by the Funds 

*  Liaise with lawyers 1 representing the Funds 





Applicants should have a university degree or equivalent professional qualification preferably in science, engineering or in-a maritime field. A minimum of 5. 
years professional experience is required. Experience of work in an international context would be a great advantage... Practical experience of dealing with 
maritime or pollution damage claims would be valuable. : 


“Salary is paid in accordance with the United Nations scale (grade P.4), commencing at approximately £46 200 net of United Kingdom income tax, pius a а 
number of additional benefits, 








Closing date 19 January 2001 





. Candidates from Member States only will be considered. Please apply in writing with detailed CV: Head of Finance and Administrati Dept, 
‘International Oil Pollution Compensation Funds, Portland House, Stag Place, London SWIE SPN, (For further information: veeiopefundarg 
Only: short listed candidates will be contacted. 
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. Chemonics International Inc, a leading international consulting 
` firm: based in Washington, D.C. seeks local development and 
decentralization professionals for long and short term overseas 
assignments, Individuals should have an advanced degree and at 
st ten years experience in local development in either Africa, 

sia, Latin America or Central Europe. 


Consultants are sought with expertise in: 


'jscal Decentralization Capacity Building 


Municipal Finance Municipal IT Applications 


Human Resource Development 
Environmental Mgmt Legislative Drafting 


‘Chemonics International (www.chemonics.com) was founded 
975 and is one of the largest U.S. consulting firms 
ing: expertise in developing and emerging-market 
countries for initiatives financed by the World Bank, the Inter- 
` American Development Bank, the Asian Development Bank 
and the U.S. Agency for International Development. 
mail: Decentralization@chemonics.com 


The Institute of Southeast Asian Studies is a regional research 
“centre for scholars and other specialists concerned with the 
multi-faceted issues of economic development, stability and 
Security, and potitical, social and cultural changes. Its regional 
focus includes Southeast Asia and the broader Asia Pacific. 


Applications are invited for the posts of: 
RESEARCH APPOINTMENTS 
* ECONOMISTS 
.* SOCIOLOGISTS/SOCIAL SCIENTISTS 
Requirements 
PhD in Economics (Macroeconomics/International Trade/ International 
-; Finance) 
* PhD in Sociology/Anthropology/Social Sciences 
* Research focus and experience on Southeast Asia and East Asia 


‘Remuneration (per month) 

“# Senior Fellow (AY: 588,150: 350 - 9,550: 450- 11,350 
oo Senior Fellow (B): $$5,250 x 250 - 6,750/8,000: 300 - 9,200 
* Fellow: 8$4,750.x 250 - 5,750/6,000 x 250 - 6,750 


Appointments on the Fellow/Senior Fellow scales will depend on the 
candidate’s qualifications and experience. The gross monthly emoluments 
including 13th month and NWC wage adjustments (if payable) for 
:Pellow/Senior Fellow can range тот $$5,867.00 to $$16,710.00. For 
Singaporeans and permanent residents in. Singapore, benefits include 
Central. Provident Fund (CPF) benefits. and. medical benefits under the 
Medical-cum-Subsidised Outpatient Scheme (MSO). For non-Singaporeans 
and non-permanent residents, gratuity is paid in lieu of CPF, and housing 
subsidy is provided. Appointees from overseas will also receive passage 
^ assistance and baggage allowance: 





Applicants are requested to send in full resumes to: The Director, 
Institute of Southeast Asian Stu 30 Heng Mui Keng Terrace, 
Singapore 119614. Tel: 7780955 
Closing date: 13 January 2001 

“(Only shortlisted candidates will be notified) 


Regulatory Specialists — 
Public Services 


As part of our mission to eliminate poverty, the World Bank is seeking 
seasoned regulatory specialists to contribute to our work in helping client 
governments improve the quality of their public services (particularly 
infrastructure, healthcare and education) through innovative approaches 
to service delivery. This encompasses creative approaches for tapping 
private sector participation, market incentives and contractual disciplines 
within appropríate regulatory frameworks. 


Successful applicants will work with client governments to help design 
and implement such approaches, as well as contributing, to the analysis 
and dissemination of best practices and related. capacity building 
activities, They will have advanced training in economics, law or related 
disciplines as well as substantial experience working with governments 
on the design and implementation of regulatory arrangements for public 
Services. Superior analytical and communication skills are essential. 
Proficiency in Spanish or French would be ап advantage: 


Applications, including a full C.V. with date of birth, nationality, 
publications, and languages, should be sent, by 12 January 2001, to: 


HRS - Ref. PSASO01 

World Bank 

1818 H Street, Room F11K-184 
Washington D.C. 20433 

Fax: *1(202)522-0198 

E-mail: FPSiJobs@worldbank:org .. 


USAID USAID/SOUTH AFRICA AN EQUAL OPPORTUNITY 
IS - EMPLOYER in Pretoria, requests expressions of 


а interest from qualified U.S. citizens or U.S. resident 
IS aliens for the following position: 
TEAM LEADER: ECONOMICS 


ee Ree N 
ч” Personal Services Contract 
(REF: PSC-674-01-1-001) | 


The United States Government, represented by the U.S, Agency for, International 
Development (USAID), om behalf of its Economie Capacity Building Strategic 
Objective requires a highly experienced and dynamic professional {o manage its 
economics program. The goal of this SO is to build the capacity of governmental and 
non-governmental units to analyze, formulate and implement economic policy. The 
Economics Team Leader has overall responsibility for management of Economic 
Capacity Building activities and for achievement of SO goals. Broadly, the Team 
Leader's responsibilities include: 1) serving as the Mission Economist, 2) overseeing 
implementation of economic capacity building activities; and 3) supervising 
economics office staff. 


A Master's or Ph.D. degree in economics is desirable. Candidates, who must be U.S. 
citizens or U.S. resident aliens, must have a minimum of seven: years of professional 
experience managing economie activities and projects, Strong project development 
and implementation skills are highly desirable. Fluency in English is required. 
Experience with Word Processing is essential, other computer related skills are 
desirable, The duration of the contract is two years beginning on/about March 19; 
2001, USAID will have the option of extending this Personal Services Contract subject 
to the availability of funds and satisfactory performance. 


The salary level will be between $63,983-585,774 per annum (GS-14 equiv. depending 
on prior salary history). Appropriate housing, transportation to post.and other costs 
related to the assignment will also be provided. 


A complete copy of the position description can be seen by accessing USAID's 
webpage which is «wwwsLapcorgNeaidsa» (business & procurements). 
Interested persons must submit a current SF-171 or CV, quoting ref. no. PSC-674- 
01-1-001 to Ms, Helen Farinella, USATD/S. Africa, Regional Contracts Office, P.O. 
Box 55380, Arcadia 0007, Pretoria, S. Africa, no later than cob January 12, 2001, 
4:00pm S, African time. Fax or email applications will also be accepted at (27-012) 
328-3718 or анаа иа gov Due to the anticipated volume of applications, 
only shortlisted applicants who are invited for interviews. will be notified of their 
application status. 


THE ECONOMIST DECEMBER 23RD 2000 





{CUTIVE FOCUS 


VACANCY NOTICE 


CEU 
High Kepresoniative 


Property Market Reform Implementation Officer 


€ implementation agency 
IA ue OHR is designated 


nd provides 
ight of reform. 


didates should be a professional with at least HO years experience im international 
development projects, with a focus on land and property reforms; have experience in high-level 
; s and meetings with government officials and international counterparts, and 
u experience in Central and Eastern Europe. Experience ii the following areas is 
Sp preformed: property legislation and institutional reform ip countries in transition; EU real estate 
regulations/standards, real estate valuation; legal, institutional, banking requirements für 
private real estate development; BiH property laws, land use systems, and political framework; 
establishment of functioning organizations of real estate agents and vahiers: securing and 
on of sources of real estate and construction financing; and institutional capacity building. 

The positión will also include management of two national experts. 


«Period of performarice to begin end of January and last up to one year. Any person with this 
al profile who wishes to be considered for the position should submit (in 


;Englisbya CV or an OHR application form with a covering Jetter in confidence to: 


Director of Personnel 
OHR 
Emerika Bluma 1, 71 000 Sarajevo 
Fax: +4387 33 283 771 E-mail: application ohrnt 
Please quote Reference No. 
Closing date for applications: 15 January 


The Office of E 
to the performa 
menie 

conduct a 


ihe Bank pis the: ip 
sippeonted Dives od р, 


in the ре 
to other Haff inenilis 


DÜ/HSTE-CC: Ларисе of social séctor policies, programs and projects, particularly in thé dn 
health and education, i 
DUHSTE-DD: The use public policios te improve the policy framework and the productivity af priv 
sector itsdbitious. 


rience: Minimum. of : SES vi 
should ко m in the development and impens 
tarty iuiponant for che “public 
postion), a Роб in Шу nd sh required. 
Teaerextéd vipipticaniy should end oer Letter and resume (in duplicite), 
indicating the corresponding positi V by Jurary19, 2001, 
OHA Salary requinimehis ond d 


ditte American Divelópinént Bank, Stop E0507 
Coates OSTE 


New York Avenue NW, Washington, DC 20877. USA 


As a rellection of fts юни to і bortawiig. member countries, the Bank may require stafi to вес 
assignnients it Bod country де and: headyudiners: Qiu идора соот which, beat march the vequiróment: 


the position will bexicnowledesd. The IDB encourages pimler équatity ie its biting practices, 


FACULTY RECRUITMENT FOR ISB 


` "It's unlikely that we will see more than one new 
international busine: ‘school of the stature of 
ISB launched in our lifetime" 


- Donald p, Jacobs, Dean, Kellogg Graduate 
School of Management, Northwestem University 


Created in partnership with the Kellogg 
Graduate School of Management at 
Northwestern University and the Wharton 
School at the University of Pennsylvania, and 
many of the world's leading corporations 
{including 21 Fortune 800 companies) and 
entrepreneurs, the Indian School. of Business 
(SB) aims to be an international business 
school, comparable to the best business 
schools in the world in the quality of its research 
and teaching, and in its size and impact. 

. Sumantra Ghoshal, renowned management 
thinker, is the Founding Dean of ISB Prof 
Ghoshal holds the Robert. P. Bauman Chair in 
Strategic -Leadership at the London Business 
School. Before joining LBS, he taught at 
INSEAD in France and at MIT's Sloan School of 
Management in the US. 

Located in a 250 acre site in Hyderabad, 
JSB's infrastructure will be state-of-the art and 
will offer a one-year post-graduate management 
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programme and a full range of executive 
programmes. It will commence operations in 
July. 2001. 
expansion of the post-graduate management 
programme to over 500 students per year, with 
similar growth in both general and company» 
specific executive programmes. A doctoral 
programme is also planned. 

Faculty recruitment is ISB's first priority. The 


School is looking for faculty in all the usual 


subject areas and at all levels, The highest 
priority areas, matching the specialisations that 
ISB will focus on, are entrepreneurship, 
technology, analytical finance, strategic 
marketing, leadership and change 
management. 

We seek applications at all levels: assistant, 
associate and full professor. The recruitment 
requirements at each of these levels will be 
similar to those of other major international 
business schools. 

All faculty members of ISB will enjoy first- 
class residential accommodation within the 
campus. Comprehensive health care facilities 


are available. Hyderabad has an excelent 


international school for children, and offers 
ample opportunities for two-career families. 


Existing plans provide for ‘rapid 


ISB is an equal opportunity. employer. anc 
aims to create а faculty that is diverse i 
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from science, 










ety—all of w i pop up in that 
eternal mirror of power and change, politics. 


e the: pain рч 
-this imbalance will be much nastier than 
the wealthy West. If all those demogr: 
predictions come about, then battles bet 
_ the young and the old could, in both the 
world and the rich, come to dominate politics 
in the same way as battles between worker 
and bosses, rich and poor, did in the p 
Yet that conclusion is too glib. For thi 





` For, in the broadest sense of all, the clash or 
contrast between youth and age could prove 
to be one of the defining issues of the 21st century. 
That is rather a bold claim to make, a mere 12 months into 
(or, for centurian purists, a few days before) that new century. 
In truth, the defining issues of the next 100 years cannot yet be 
defined, any more than for the 20th century they could se- 
_ curely have been outlined in 1900. But demography, at least, is 
` the most forecastable of trends, because it takes so long for 
the statistics of births and deaths to have an impact on the 
population structure of the living. And it is worth recalling 
that even in 1900 one thing was, or should have been, clear: 
that industrial and social change in the developed countries 
was shifting millions of people into the cities and the fac- 
tories. The political and economic consequences of that were 
unpredictable, but the rise of urban working classes did in- 
deed prove one of the century" s defining issues. 


Angry young, or youthful old? 

The twists and turns of youth and age are pushing in all sorts 
of different directions. The difficulty lies in balancing those 
trends against each other. 

For one thing science, combined with the better diet that 
comes with affluence, is making just about everyone outside 
the Aips-afflicted areas of sub-Saharan Africa live longer. 
With every decade that the age of death recedes and the fer- 
tility rate (largely for social and economic reasons, helped by 
technology) declines, so the developed countries’ populations 

-are leaning more and more towards the aged. Hence the con- 
ventional worry that rich countries will, by 2025 or so, have 
too little youth and too much old age. Those countries will be 
divided between taxpayers and benefit-consumers, just as 
they are already coming to be divided between those with 
children (who. consume public services and make lots of 


noise) and the increasing number of those without (who 


:think they pay for the services and endure the noise). 
C Even in the developing countries, at least those where 
Aips has not reached plague proportions, a time looms, per- 
haps nearer 2050, when that same problem will arise of a 
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ing of the population structure is not the onh 
change that science, economics and so 
are bringing. In the rich world, led as so often by Ameri 
what has recently been happening has been rather parado: 
cal: that, even as the old have. become more numerot 























tiative and creativity: for more; and when technology 
spires, as it did during the Internet boom, to provide ex 
wards to those with minds and fingers nimble enou 
exploit it, the balance shifts especially sharply towar 
young, as our survey in this issue explains. 
But who are the young? Is the author of our survey. 
was 39 last July, one of them? Another twist brought b: 
ence is that people now feel young and look young, f 
longer than in the past, and social mores have altered to 
them to express that feeling, whether in dress or beha 
Our survey author may, or may not, speed to work on ; 
pedal scooter of the sort he would last have used as a с 
but whatever his choice his boss is unlikely to pay mu 
tention. This Christmas the top-selling disc in the pop 
charts, in many countries around the world, is yet anot 
compilation of the greatest hits of that trendy youth phe 
enon...the Beatles. Whether that success is explained 
enduring desire of. people i in their 50s to relive the 1960s, or 
a surprising interest in Lennon and McCartney am 
conventionally young, is immaterial. The line between yo 
and age has become blurred, and is likely to get even blt 
If it is allowed to by governments, that trend oughtin t 
to ease those conventional worries about too many pension 
ers and too few vigorous youthful workers, for the line: 
tween work and retirement ought also to fade, as more people _ 
choose to carry on working, either full- or part-time, well into | 
their 70s or even fos. Pension schemes and labour laws wil 
need to change if this is to occur. But if that comes about, it 
will greatly ease the potentially divisive problem of an un- - 
equal tax burden, as well as providing a welcome freedom of 
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choice to the soon-to-be numerous old. 

All these trends—except, possibly, for the recent revving 
up of youthful change by the Internet—are for the long term. 
But as John Maynard Keynes famously said, in the long run 
we are all dead. The demographic trends of the 20th century 
were much altered, or interrupted, by other, more short-run 
forces such as war and economic depressions. Is that not just 
as likely, once again? 

The answer is that it is just as possible. All the opportuni- 
ties, or problems, caused by these great demographic trends, 
of ageing populations, or newly youthful 70-year-olds, or 
even of ageing Chinese, will come to pass (or at least to dom- 
inate) only in a world that develops in a fairly benign way. 
They will, in other words, be problems of success: in generat- 
ing economic growth, in maintaining peace, in avoiding other 


shocks of the sort that could alter birth or death rates. 

Next year, it is quite likely that the world will face a short- 
run threat to that success. An American recession would pose 
the second great test of whether countries really wish to pur- 
sue the liberal, capitalist policies of globalisation, a young 
fashion that took widespread hold a mere 20 or so years ago. 
The first great test was the Asian crisis of 1997-98, which the 
region, and the world, passed. Now, an elderly business cycle 
in America is entering its dotage; whether that country, 
among others, responds to adversity by remaining open and 
liberal will determine whether globalisation is ever (or soon) 
able to realise its promise of helping the impoverished youth 
of the third world reach a more prosperous old age. It is out of 
such short-run stories that the long-run sagas of social and 
demographic change are made. May the test be passed. 





Back to the table 


Palestinians and Israelis, however pessimistically, have started talking again 


OOD luck to them. Against a background stained with 
blood, and with their hopes at or below ground-level, Is- 
raelis and Palestinians are endeavouring yet again to forge a 
|» permanent agreement. Senior officials from both sides are in 
Washington, talking to American mediators, probably to each 
other as well. A summit between Ehud Barak and Yasser Ara- 
fat is in the air. Can they, against the odds, pull off a miracle? 
Perhaps, but only if both sides have the good faith to do 
so. As it is, only the Israeli delegates, albeit for compelling do- 
mestic reasons, are ready to negotiate earnestly. With a politi- 
cal mess behind them (see page 57), they are driven by two 
deadlines: Bill Clinton's departure on January 20th and their 
own prime-ministerial election on February 6th. And they are 
serving an Israeli public that, however shaken it may be by 
the violence of the intifada, still craves a deal to bring the 
whole business to an end. The Palestinian delegates, by con- 
trast, are acting coyly, implying that they are there only be- 
cause they were invited. The public they serve has been sav- 
agely scarred by 12 weeks of physical and economic 
punishment—nearly зоо people killed, villages and towns 
blockaded, farmland ripped up—and is loth to help Mr Barak, 
the man behind this punishment, to stay in power. 

To jolt the Palestinians into recognising their own inter- 
ests, and into serious negotiation, the Israelis have to come up 
with something startlingly боой, certainly better than the 
moderately good deal that the Palestinians turned down at 
Camp David in July. The onus is on the Israelis for practical, 
not moral, reasons: Mr Barak, facing a crucial election, recog- 
nises the need for a decent peace with much greater clarity 
than Mr Arafat, who looks set to roll on, with or without de- 
cency, as the Palestinians' president for life. 

The status of Jerusalem was said to have been the issue on 
which the Camp David talks foundered. Though that was not 
quite true—refugees and settlements also played their part—it 
was certainly the most sensitive point of disagreement. Yet Je- 
rusalem could also be the way to lead the doubting Palestin- 
ians back into the peace bazaar. It was Mr Barak himself who 
prepared the route. His lasting contribution to peace-making 
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is that he has abandoned the dogma— "the genetic code”, in 
the words of one of his colleagues—that decreed that all Jeru- 
salem should remain under undivided Israeli sovereignty. 

Having breached the code, Israel can move on. Sovereignty 
over a physically undivided Jerusalem could be split, district 
by district, according to the wishes of its inhabitants, al- 
though many municipal services would be shared. Israelis 
rarely visit the streets of East Jerusalem—with two exceptions: 
they need to hold on to the Jewish quarter of the Old City, 
and they need to pass through those streets on their way to 
the Jewish settlements that have been built in and around old 
Jerusalem. The much-disputed Temple Mount, or Haram al- 
Sharif, calls for an imaginative religious partnership to govern, 
preserve and ensure fair access to the holy sites. 


Arafat's contribution 
If Mr Barak's gift to peace-making was splitting sovereignty 
over Jerusalem, Mr Arafat's was accepting that Israel should 
hold on to many of the settlements built on occupied land in 
the West Bank and East Jerusalem. At Camp David, Mr Arafat 
breached the code that all the Palestinian land occupied in 
1967 should be returned. There was no agreement on the ex- 
tent of the breach, but once awkward principles have been 
dropped, trading can begin. Some of the settlements would 
plunge like knives into any new Palestinian state. But the Pal- 
estinians can work round that difficulty, arguing for compen- 
satory land from Israel that need not be slices of sand-pit. 
The greater difficulty might be over the Palestinian refu- 
gees' right to return to their former homes in Israel. At Camp 
David, Israel agreed on a token number returning under fam- 
ily reunification schemes. But when Israel's own Palestinians 
demonstrated in sympathy with their cousins in the territo- 
ries, Israeli hearts hardened against accepting more Arabs. 
Still bleeding from their conflict, the Palestinians and Is- 
raelis are a long way from any bargain. But, by one means or 
another they have to find a respectable way to live together. 
Miracles are few and far between, but here's hoping. 


— 
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Fair shares for all? 


The Securities and Exchange Commission wants to clean up initial 


public offerings of shares. Why? 


HAT could be cosier than to be a chosen institutional 

investor handed a stake in a company whose initial 
public offering (тро) of shares promptly goes to a delicious 
premium? Pity the ordinary small investor, who lacks the 
contacts with underwriting banks even to be on a select list of 
"friends and family". No wonder the Securities and Exchange 
Commission, America's main markets regulator, is turning its 
attention to тро favouritism. It is insisting that underwriters 
including Credit Suisse First Boston, Goldman Sachs and 
Morgan Stanley, hand over to investigators stacks of internal 
documents and e-mails. At the very least, the inquiry will 
make clear for all to see that the тро process is a rigged market. 
Hefty fines are a distinct possibility. Yet for all its zeal on be- 
half of small investors, it is not clear that the sec can, or even 
should, do anything to reduce the unfairness of IPOs. 

Underwriters managing iros have long given preferential 
treatment to institutional and wealthy individual clients. The 
focus of the sec inquiry is the terms on which such preferen- 
tial allocations of shares are given. Allocations often used to 
be based on past commissions paid by a client. Recently, it is 
alleged, underwriters may have awarded тро shares in return 
for a promise that, if the shares did well after the тро, the cli- 
ent would give the underwriter a slice of the profits by mak- 
ing extra trades in other shares to generate an agreed amount 
of commissions. This amount might vary in line with how 
shares did in the тро after-market. 

It is not clear how much underwriters actually earned 
from clients by exploiting such devices. The value of “kick- 
backs" depends upon how underpriced a share was at the 
time of the тро. In the past two years, the profits available to 








those investors allocated shares in an ivo who sell them at the 
end of the first day's trading have soared. Jay Ritter, an econo- 
mist at the University of Florida, calculates that $34 billion 
was "left on the table" in 1999 and $29 billion in 2000— 
roughly ten times the underwriting fees paid to investment — 
banks. This compares with only $28 billion—twice underwrit- - 
ing fees—in the whole of 1990-98 combined. So the potential 
for kick-backs was clearly huge. 


An offer you can't refuse 


Were kick-backs illegal? Possibly. There may well have been 
technical breaches of rules on disclosure or limiting commis- 
sion size; and some agreed buying by clients after an iro may 
even have amounted to market manipulation. As for victims, 
the losers from underpriced iPos are not really the investors 
who do not get shares, but the firms whose shares are sold. 
Yet they flocked to Wall Street’s underwriters, ignoring alter- 
natives, such as W & R Hambrecht’s Dutch auction, that 
guarantee less underpricing. Many firms saw a big jump in 
their share price after an ıro as a triumph, not as proof they 
had been mugged by their underwriter. 

So what can be done for ordinary investors? It would 
surely be wrong for the sec to tell owners of a private firm 
whom to sell their shares to—or even that they must organise 
an тро in a way that maximises the firm's value. In the end, 
the fairness of an тро must be a choice for the firm itself. The 
best hope for fairer 1pos is market forces. After the spectacular 
collapse in prices of so many recently floated shares, it is al- 
most impossible to do an тро, and underwriters and firms 
will take any money they can get, from rich investors or poor. 





Serbia votes 


Excellent. But, having brought down Slobodan Milosevic, the new guard 
must dismantle his criminal power structure if it is to build a true democracy 


ARRING some extraordinary upset, Serbia's general elec- 

tion on December 23rd should represent another mile- 
stone in one of this year's happier developments on the inter- 
national scene—the downfall of Slobodan Milosevic, and 
with it the defeat of the thuggish and sleazy authoritarianism 
he personified. Mr Milosevic's Socialist Party, a machine for 
power-broking and money-making over the past decade, will 
see a plunge in its support, though it may continue to play 
some role as a trouble-maker and spoiler. Almost certainly, a 
broad, ramshackle coalition of anti-Milosevic parties will be 
left in control of the main institutions in Serbia, the bigger of 
Yugoslavia's two constituent parts. 

A majority of people in the smaller one, Montenegro, may 
still decide next year to loosen or even sever ties with Serbia, 
however hard the new federal president, Vojislav Kostunica, 
tries to avoid a complete rupture. But with Mr Milosevic and 
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his party out of the way, the risk of this argument turning 
bloody seems greatly reduced, though it has not disappeared. 

Nor will the outside world be too concerned if, as seems 
likely, the new year brings a formal split between the two 
most powerful figures in the anti-Milosevic block—Mr Kos- 
tunica and his rival Zoran Djindjic, who will probably be Ser- 
bia's next prime minister. It will seem as though Serbia is get- 
ting on with the humdrum business of democratic politics, in 
which differences are settled by constitutional procedure 
rather than bullets. Unfortunately, it is much too soon to con- 
clude that Serbia will settle down and live happily ever after 
as a respectable, medium-ranking European state. 

At present, whoever may hold the trappings of political 
office in Belgrade, much power is wielded, in practice, by 
criminals of one stripe or another. A change of guard at the 
top—whether of the Serbian government or of the Yugoslav 
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federation—will not change that situation automatically. 

Moreover, as anyone who has studied the murky politics 
Of post-war Bosnia can testify, warlords of the more ruthless 
variety can still exercise malign influence behind the scenes, 
even when their freedom of movement is restricted by fear of 
prosecution at home or abroad. That will apply as much to 
Mr Milosevic, who is wanted by the international war-crimes 
tribunal in The Hague, as it has to his former protégés in Bos- 
nia who oversaw the ethnic-cleansing campaigns of the early 
1990s. As long as the ex-president himself and his top cronies 
remain at large, root-and-branch reform in Serbia's diseased 
polity will be severely complicated. 


Bring on the rule of law 


Apart from politicians tainted with crime, Serbia is awash 
with criminals pure and simple. That is true of many other 
parts of the Balkans, but in Serbia a decade of international 
sanctions offered especially favourable ground for smugglers 
and racketeers. In an unreformed, ill-regulated state, where 
legitimate economic activity is crushed or distorted, criminals 
with political connections are often the only sort of “private 
sector" that flourishes. In this respect, Serbia may yet mimic 


post-communist Russia, where democratic euphoria soon 
gave way to a belief that criminals rich enough to buy and sell 
any politician or party were the real powers in the land. 

What can Serbia's new rulers do about this? Although 
their task is huge, they also have a huge opportunity to ride 
the crest of a wave of popular demand for cleaner, decent 
government. The scale on which the Milosevic gang stole 
money and siphoned it off to distant places is still relatively 
little known to most Serbs. The secret police, who know a lot, 
have remained, up to now, in the hands of Milosevic sup- 
porters. No doubt, many documents have been destroyed, 
but as details gradually emerge, public anger will grow. 

With steady nerves, Serbia's new rulers should be able to 
use that indignation to win backing for their efforts to hold 
the miscreants to account in a proper, legal way. It should 
even be possible to send those wanted for war crimes to The 
Hague. Whatever the election result, the anti-Milosevic co- 
alition must avoid collapsing into squabbles and rivalry until 
the old apparatus of power is destroyed and the building of a 
democratic system and a market economy is under way. With 
that, the foundations of a law-governed state would be in 
place in a pivotal region of the Balkans. 





Investigating Fujimori's regime 


Japan and the United States have a special duty to help 


HIS has been an extraordinary year in Peru. It began with 

President Alberto Fujimori obstinately launching his can- 
didacy for a constitutionally dubious third term, which he 
proceeded to win after an unfair campaign and a rigged elec- 
tion. It ends with Mr Fujimori skulking in a Japanese novel- 
ist's house in Tokyo, stripped of the presidency over the scan- 
dalous behaviour of Vladimiro Montesinos, his now-fugitive 
intelligence chief and closest political adviser. 

In the month since Mr Fujimori's fall, Peru's reviving dem- 
ocracy has been shaken by claims about the seemingly huge 
scale of corruption during his decade in power (see page 54). 
Already Swiss prosecutors have frozen bank accounts worth 
$7om linked to Mr Montesinos; there may be much more 
elsewhere. If his accusers are correct, some of the money may 
have come, either directly or indirectly, from drug trafficking. 
But many of the Montesinos millions may have come from 
kickbacks on arms purchases from Belarus and Russia. Peru's 
new government says that Mr Fujimori himself signed de- 
crees that authorised spending almost $1 billion on those 
arms deals—much of it receipts from privatisations. 

Peru has appointed a special prosecutor to investigate Mr 
Montesinos, and the country's Congress is also hearing evi- 
dence. But to establish the extent of the wrongdoing, and to 
bring those responsible to justice, would be a huge task for 
any country, let alone one that is poor and only starting to re- 
build independent institutions. 

Outsiders should help. Organisations such as the World 
Bank and the mr, which advocate reform, can hardly turn a 
blind eye to suspicions that privatisation was used for private 
enrichment. A first step might be to help pay for professional 
investigators to trace Mr Montesinos's money. 
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The Swiss are to be congratulated for acting quickly in this 
matter. But other rich countries have much to do to show that 
their desire to crack down on money-laundering amounts to 
more than an excuse to bully small Caribbean states. Britain, 
for example, was criticised this week for its lethargy in prob- 
ing the looted wealth of Nigeria's former dictatorship. 


Foul deeds, fine words...and inertia? 


In Peru's case, two countries carry a special responsibility. 
One is the United States: it has been credibly alleged, and not 
denied, that Mr Montesinos's relations with the cıa stretch 
back more than two decades. The United States should make 
available to investigators such information as it has on any 
wrongdoing by its former protégé. 

The other is Japan. Its government recently announced 
that Mr Fujimori was a Japanese citizen, since his parents 
were born there. Japan's desire to shelter Mr Fujimori is un- 
derstandable. His ethnic origin was once a source of pride. 
Moreover, Japan was especially grateful to him for the bold 
manner in which in 1997 he settled an incident in which dip- 
lomats and guests at the Japanese ambassador's residence in 
Lima were held hostage by terrorists for four months. Not 
least because of his actions on that occasion, Mr Fujimori may 
be right when he says he is not safe in Peru. 

Japan's decision may be correct, but it still looks odd: 
nowadays, the country's civil code forbids dual citizenship. 
Japan might lessen its embarrassment over the fact by indi- 
cating that, if Mr Fujimori were to be charged with wrongdo- 
ing, his new status would not be a means for him to escape 
justice, in Peru or elsewhere. 

— 
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good thing if it did? No 








RE you hoping foralong life? Thought so. Are you 
looking forward to growing old? Thought not. 
Man has wanted one without the other for thou- 
sands of years, and has invariably been disap- 
pointed. Cleopatra is said to have bathed in asses' 
milk to stay young ind beautiful, but did not live 








long enough to fi t if it worked in old age. The 
Spanish explorer Ju once de Leon was more fam- 
ous for his search for t untain of Youth than for 
discovering Florid. Henever did find the reju- 
venating spring tha: atives had told him of; and 





died from a poisoned Indian arrow a few years later. 
The legend o in of Youth may have 
originated in nor dia. It had reached Europe 







the Middle Ages. Wh Lucas Cranach the Elder was 
74, he painted a famous picture of the miraculous 
spring, with wrinkled old women going in atone end 
and young beauties coming out at the other. Writers 
have constantly imagined worlds where people 
lived to prodigious ages while holding on to their 
youthful looks and vigour by various means, mostly 
foul. Oscar Wilde’s Dorian Gray kept a picture of 
himself in the attic, on which his excesses were vis- 
ited while he himself remained. ever young and 
handsome—though the arrangement, and Mr Gray, 
came toa sticky end. In the real world too, people are 
prepared to try all kinds of disgusting things, from 
| mud baths to injections of monkey glands, in the 
hope of staying younger longer. 

You might think they no longer needed to 
bother. People today generally live much longer than 
ever before. Neanderthal man could expect to live to 
about 20. Things got better, but only very gradually: 
by the middle of the 18th century ap, in Western Eu- 
rope, life expectancy at birth averaged about 30 
years. Now, that figure for the world as a whole is 
about 65, thanks to the past two centuries’ improve- 
ments in living conditions, public health and medi- 
cal care. A baby born today in affluent North Amer- 
ica or Western Europe can expect to live to 75-80. He 
(or she) has an excellent chance of avoiding heavy— 
and prematurely ageingmanual labour, and en- 
joying a comfortable lifestyle. His biggest problem 
will probably be to resist the temptation to eat too 
much, exercise too little and become obese. But if he 
looks after himself, he should remain in fair shape 
for most of his greatly extended time on earth. 


Lengthening lifespan 
Yet, though life expectancy has risen sharply, in quite 
a short time, the individual human lifespan set by 
nature has remained much the same through most 
| of recorded history. It was—even if mainly in the- 
ory—three score and ten in Biblical times, and it isn’t 
[much more now. Most people died of one thing or 
another long before their allotted span was up. 
Even in the depths of history a few people lived 
to a great age. Researchers reckon that Rameses п, 
who ruled ancient Egypt some 3,250 years ago, may 





{Who wants to live for ever? | Rd 


Average life expectancy has risen greatly. The span of individual life has not. Would it be 
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have survived into his 90s. So did the Greek drama- 
tist Sophocles 800 years later (and, to judge from 
some of his late writings, felt it quite long enough). 

His countryman and near-contemporary, the 
philosopher Plato, who lived to 80, shrewdly pointed 
out one reason for such unusual longevity in “The 
Republic”. An old man is told by a younger friend: 

І rather suspect that people generally think old age sits 
lightly upon your shoulders, not. because of your cheerful 
disposition, but because you are rich. Wealth is known to be 
a great comforter. 

The big achievement of modern times is that, in 
developed countries at least, most people are now 
well enough off to reach the age they were designed 
for. No longer do they die in large numbers in the first 
year of life, or later from infectious diseases, or suffer 
malnutrition, or work themselves to death (except in 
Japan, where karoshi, suicide due:to overwork, is a 
familiar end; but at least itis voluntary). Barring acci- 
dents, therefore, most people now go on until they 
die of one of the afflictions of ripe old age, such as car- 
diovascular disease or cancer. Britain’s queen now 
sends out ten times as many congratulatory mes- 
sages tocentenarians as she did whenshecame to the 
throne nearly half a century ago. 

Butalthough on average people in affluent coun- 
tries now will live far longer than their equivalents 
even a century or two ago, individual lifespans will 
not be huge by historical standards. Granted, there 
are regular reports of healthy 130- or 150-year-olds 
being discovered in some remote mountain region in 
Eastern Europe, living on yogurt and garlic, herding 
goats and fathering children at an age when most » 
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people коша have been dead ong ago. But invari- 


ably the evidence to support their claim turns out to 
be less than solid. The oldest documented person in 
history was Jeanne Calment, a Frenchwoman from 
Arles, who died in 1997 at the age of 122 years and 164 
days. She was old enough to have met Vincent van 
Gogh, in her younger days (or so she said--he never 
painted her). By all accounts she remained reason- 
ably fit and compos mentis until quite close to her 
death, and appeared toenjoy her long life. 


Longer health, not just longer life 


The current emphasis їп аде research is on what ex- 
perts call “compression of morbidity”: finding ways 
to ensure that the rising number of people who 
achieve the apparent maximum lifespan do so in tol- 
erable health, not just after extra years of decrep- 
itude.. Much of the advice handed out is simple com- 
mon sense: adopt a healthy lifestyle, eat and drink in 
moderation, do not smoke, take regular exercise but 
don’t overdo it. These rules are often flouted, some- 
times without apparent ill effect. In a speech at his 
7oth birthday celebration, Mark Twain outlined his 
own survival strategy: 





I have made it a rule to go to bed when there wasn't any- 
body left to sit up with; and І have made it a rule toget up 
when I had to. In the matter of diet, I have been persistently 
strict in sticking to the things which didn’t agree with me, 
until one or the other of us got the best of it. І have made ita 
rule never to smoke more than one cigar at a time. As for 
drinking, when the others drink Hike to 
help. Ihave never taken any exercise, ex- 
ceptsleepingand resting, and Inever in- 
tend to take any. Exercise is loathsome. 


He lived to 75. In 1910, that was much 
longer than most Americans. 

But even for those who stick to 
the rules, all that a healthy lifestyle 
can do is to improve their chances 
of staying in reasonable shape for 
their age; it will not slow down the 
ageing process. Nor yet, for all the 
hype for this hormone treatment, 
that vitamin supplement and yon- 
der course of injections, would any 
of the patent remedies so widely 
and profitably peddled. The only 
experiments on laboratory animals 
that have definitely shown. a life- 
lengthening effect have involved subjecting rats and 
mice to a severely restricted diet. The less they eat, 
short of actual starvation, and the longer they go on 
| doing so, the longer they live. But they have less fun 
than rodents on a normal diet. Ravenous rats repro- 
duceless, and ravenous mice not at all. 

Whether that method would work on humans, 
no one knows. They are so long-lived that any ex- 
periment would have to continue for many years to 
prove anything. Getting enough volunteers, and pre- 
venting them cheating, would prove mighty difficult. 








| And: suppose that severely restricting food intake did 


ed make people too last longer? If their urges 
rned out to be affected like those of rodents, 
tà great life it would be—and extra decades of it. 
it, in Greek myth, was the fate of Tithonus, lover 
f Aurora, the dawn: he asked for immortal life, and 


. | gotit~but he'd forgotten to ask for youth as well. 
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Poor Tithonus, poor Aurora 





A different approach might work. To someextent 
longevity is an inherited trait. Experiments with that 
old friend of science, the fruit fly, have shown thatse- 
lective breeding for long life can produce signifi- 
cantly longer-lasting flies. But again, that would not 
be much help to humans: we have long life-cycles, so 
the results might be centuries ahead—even were we 
ready to choose potentially long-lived mates rather | 
than visibly well-endowed or well-heeled ones. 
What, though, if instead of selective breeding for 
longer-lived stock, the chosen method were to be ge- 
netic manipulation? Now that the sequencing of the 
human genome has been completed, all sorts: of 
gene-therapy treatments are beginning to look pos- 
sible. The process of ageing is a complex matter in 
which many different genes appear to be involved, 
but in time it may become possible to use gene ther- | 
apy toslow down ageing, if not eliminate it. 





Accidents willhappen 


Not that, even if ageing could be stopped altogether, | 
people would stop dying. Accidents will happen. | 
Age researchers reckon that if people were able in- 
definitely to preserve their maximum health and 
vigour (which in developed countries is reached 
around the age of ten or eleven), they would on aver- 
age live for about 1,200 years; while one in about 1,000 
would last for 10,000 years. He might get a bit lonely 
as all his friends bowed out. In the end, though, the 
incidence of death for mankind as a whole would 
still be the same as ever: 100%. Life is 
an invariably fatal disease, 

Meanwhile, ‘having individuals 
around for hundreds or even thou- 
sands of years would require some 
radical adjustments. Even without 
such innovations, the latest UN esti- 
mates suggest that, on fairly conser- 
vative assumptions about birth and 
death rates, today’s world popula- 
tion of just over 6 billion may rise to 
89 billion by 2050; бу when, instead 
of today’s 600m people over 60, there 
will be about.2 billion—roughly one 
in four of all mankind, worldwide, 
and in Europe nearly 40%. | 

And then? If people were to live a | 
lot longer;and everything else stayed 
thesame;old people would soon end 
up in a huge majority. Ugh. Demographers reckon | 
the planet will have trouble handling just the 8.9 bil- | 
lion forecast for 2050. Even were there shelter and | 
food, these hordes of super-oldies would face a grim 
life, unless they could survive without vast extra 
medical care, and remain fit enough to go on and on 
working, to avoid having to be maintained by the 
dwindling, resentful minority of younger people. 

Who wants it anyway? A world of seen-it-all- 
before, weary crumblies would bea depressing place 
to live in. As Cicero wisely pbservedi in Rome more 
than 2,000 years ago: 








It is desirable for a marito be blotted out at his proper time. 
For as nature has marked the bounds of everything else, so 
she has marked the bounds of life: Moreover, old age is the 
final scene, as it were, in life's drama, from which we ought | 
toescape whenit grows wearisome and, certainly, when we 
have had our fill. @ 
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The water of life 


KENTUCKY AND SCOTLAND 


Y ALL accounts—and there 
| are no authoritative ones— 
the discovery that whisky im- 
proves with age was accidental. 
Where this discovery was made 
is also hazy, as you might well 
| expect, but it probably hap- 
pened independently in several 
parts of the world. The anec- 
dotes, however, agree that some- 
body somewhere once put the 
stuff into barrels to move it 
around, and found upon the 
barrels’ arrival that what then 
came out of them looked and 
tasted both different and better. 
The transformation of raw 
distilled spirit into the familiar 
liquid gold is the result of a com- 
| plex collaboration between 
| physics, chemistry, biology and 
geometry. Indeed, for what most 
people would probably regard as an art whose prac- 
titioners should wear leather aprons rather than 
white lab-coats, science and whisky-making have 
had a long and fruitful relationship. It dates back at 
least to 1833, when James Crow, a Scotsman, was 
hired by Oscar Pepper, at the Kentucky distillery 
known today as Labrot & Graham. Dr Crow, a physi- 
cian with an interest in chemistry, was an early re- 
| searcher into the distillation and maturation of 
whisky, and is credited with refining the use of “sour 
mash setback”, a way to achieve consistent batches 
of the mash which, after fermentation is complete, is 
then distilled. Crow's modern successors continue to 
provide a rational basis for the black art of creating 
the perfect whisky. 
These days, their efforts are abetted by gas chro- 
matographs, mass spectrometers and computers 
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Some things, such as whisky (or whiskey, if you prefer), get better as they get older 


that can work out the compo- 
nents of whisky down to parts 
per billion. Tradit:onalists will be 
pleased to know, however, that 
the accuracy of all this modern 
equipment still pales in com- 
parison with those ancient pre- 
cision instruments known as the 
nose and the tongue, not to men- 
tion their keen data-analyser, 
the human brain. 


Chemicals and time 

Regular tipplers who do not al- 
ready realise it will not be sur- 
prised to learn that the words 
whisky (Scotch) and whiskey 
(Irish and American) are derived 
from a Gaelic phrase—uisge 
beatha—that means “water of 
life". Once again, it is unclear 
whether the Gaels came up with 
the idea independently or pinched it from the French 
(eau de vie, meaning brandy) or the Romans by way 
of the Teutons (aquavit, meaning schnapps). But 
whisky (to honour the nation that invented the stuff, 
we will adopt the Scottish usage throughout) has at 
least two analogies with living creatures. First, it is a 
complex mixture of chemicals whose character de- 
pends on the interaction between those chemicals. 
And second, it evolves with time. The role of the 
whisky maker is to control that evolution as best he 
can, in order to arrive at a product that his customers 
will recognise as distinctive of his distillery. 

The maturation of most whisky, regardless of 
that whisky's home, begins in the oak forests of the 
American South. Bourbon barrels аге made from 
American white oak, Quercus alba. Even Scotch 
whisky depends on this because it 15 requently ma- 
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Scotch precision instrument at work, 50 years ago 


tured in used bourbon barrels. The standard whisky 
barrels of 200-litres (53 American gallons) are made 
from this oak because, unlike many other woods, it 
contains little in the way of resins, has plenty of other 
useful and tasty organic chemicals in it, and, thanks 
to its cellular structure, can more readily be made 
into liquid-tight barrels. 

Discerning distillers enhance the wood's chemi- 
cal properties by seasoning their oak outside for nine 
months to a year before it becomes a barrel. Besides 
drying it (which can be done in a kiln, by those in a 
hurry), exposure to the elements makes the wood's 
chemistry even more propitious by reducing the lev- 
els of chemicals such as tannins, whose astringency 
can be detrimental to the spirit's flavour. Various air- 
borne fungi and bacteria collaborate in this process, 
and briefly take hold and flourish in the wood, 
breaking down some of its complex carbohydrates in 
preparation for further chemical reactions later on. 

Once the oak is seasoned, it goes to a factory 
called a cooperage to be made into barrels. The oak 
staves from which barrels are made were originally 
softened over a small fire in order to bend them into 
the requisite curved shape. These days, the wood is 
softened with steam. But tradition is not ignored, for 
it turns out that the toasting associated with the old 
way of bending staves alsocontributed to the flavour 
of its contents. To reproduce the effect, the insides of 
the barrels, and also the inner surfaces of the barrel 
heads, are toasted. 

Toasting also breaks down the wood’s hemi- 
cellulose—a complex carbohydrate—into simple 
sugars. These then caramelise in the heat, and this 
caramelised sugar adds both flavour and colour to 
the whisky. Lignins—another group of complex mol- 
ecules—also are affected by the toasting. They break 
down into phenols, which can lend a smoky flavour 
to whisky, and into vanillin, a phenolic aldehyde 
that, as its name suggests, supplies a whiff of vanilla 





to the spirit. Before their heads are put on, bourbon 


Liquid-gold mine: Frankfort, Kentucky 


barrels go through a final process known as charring, 
in which the inside of the barrel is set briefly alight. 
Charring is different from toasting, and in addition to 
producing more caramel and causing other chemical 
changes, it creates a thin charcoal layer which the 
spirit filters through during its maturation, removing 
some of the harsher characteristics of the fresh distil- 
late in the process. 


Now to mature it 


Once a barrel is filled with the newly made spirit, it is 
stuck in a warehouse. But when there, it is not forgot- 
ten. Maker’s Mark, a small but notable distillery in 
Kentucky, stores its freshly filled barrels in the top 
half of its warehouses for the first three years of their 
lives, and then moves them down to the lower half 
for the remaining period of maturation. David Pick- 
erell, vice-president of production at Maker's Mark, 
describes the wood's interaction with the fledgling 
whisky during the time the barrel is in the upper half 
of the warehouse as “extractive”. In Kentucky, sum- 
mer temperatures in the top of a warehouse can eas- 
ily reach 50'C. This heat allows the spirit to extract 
more of the oak's chemicals as it seeps through the 
char layer into the wood, and then seeps back into 
the body of the barrel. 

Once the barrel is put into the lower half of the 
warehouse, however, the temperature variations 
throughout the year are more moderate. This is the 
reactive phase of maturation, when the extracted 
chemicals interact with one another within the spirit. 
Other distilleries leave their barrels in place for the 
length of their whisky's maturation and, mindful of 
the different characters of the various barrels' con- 
tents, will select a "cut", a selection of barrels from 
high and low, for blending together to create a well- 
rounded spirit. 

In addition to actingas a source of chemicals that 
contribute to a whisky's final character, the wood 
also forms a semi-permeable membrane between 
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тоне ' 
the whisky and the outside world, through which 
evaporation can take place. A barrel's surroundings 
affect this evaporation. If those surroundings are hu- 
mid, and the temperature is moderate, more alcohol 
than water will evapora rough the wood into the 
mperature is high, how- 
the other way round. 
ost through evaporation is 
e" andis unmistakable to 
ng intoa whisky ware- 
ar, up to 8% of a barrels con- 
angels. After that, the figure is 
r. Far from being a loss to be regret- 
ted, however, this heavenly tithe is anindication that 
| allis well. Ifthe angels don’t take their share, says Mr 
Pickerell, the rest is not worth drinking, as it suggests 
a problem with that particular barrel and its con- 
tents. After four to six years--and generally not many 
more if all has gone well--what is left can be bottled 
and sold to an eager world. 
But as with most rules, there are exceptions. The 
Buffalo Trace distillery in Frankfort; Kentucky, run 
| by unabashed. tinkerers, is 
| continually experimenting 























house. During 
tents is lost 


























to see which variables dur- 
| ing production and matura- 
tion produce which results. 
One outcome of these ex- 
periments is several 17- and 
18-year-old whiskies that do 
not seem past their prime. 
Indeed, the distillery’s older 
ge whisky has lost much of 
‘the sharpness that is its hall- 
mark at younger ages, yet it 
still retains the rye's spicy 
| favour. 





| New barrels or old 


| Americans, of course, are re- 
nowned for their love of 
new things, so the fact that 
their law demands that 
bourbon must always be 
matured in new barrels 
should come as no surprise. 
| Nor will it surprise those fa- 

| miliar with the Scottish reputation of being, shall we 
| say, careful with money, that Scotch whisky barrels 
are always second-hand. 

Traditionally, soo-litre sherry casks called butts 
have been used. But these, according to David Rob- 
ertson, the master distiller at Macallan's, on Scot- 
| land's famous (to whisky-lovers) river Spey, became 
| scarce during the Spanish civil war of the 1930s. That 
| 








was when many Scotch distilleries, though not Mr 
Robertson's, turned their eyes, as a source of alterna- 
tives,to Kentucky. 

Second-hand goods, of course, are always a little 
| worn-—and second-hand barrels are no exception, 
| 





since they have had some of their chemical vim and 
vigour sucked out of them. According to Lincoln 
Henderson, Labrot & Graham's master distiller, the 
new barrels are responsible for roughly 80% of his 
bourbon’s final character and flavour. By contrast 
| Bill Lumsden, Glenmorangie's head of distilleries 
pana maturation, reckons his used bourbon casks are 
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responsible for only 60% of his whisky’s flavour and. 
character. This difference is exactly as it should Бе; 
most Scottish distillers don't even want new barrels 
since the flavours from the wood would overpower | 
thecharacter of their distillate. 

At the same time, many distillers are coming to” 
see the value of introducing different woods into the. 
maturation process. Some have taken to “finishing 
their whisky in different casks for a year or two, t 
modify the flavour. The Glenliveti2-year-old, forex 
ample, is available in a variant that has been finished 
in a barrel made from Limousin oak, Quercus robur, 
from France. Limousin oak, which is used to mature | 
cognac, contains a different spectrum of chemicals 
from Quercus alba, and this difference is discernible | 
in the taste. St. George Spirits, an American distillery 
well-versed in eaux de vie, recently produced its first 
single malt whisky and used a combination of bar- 
rels during maturation. Some 82% of the spirit was 
matured in used bourbon barrels, 12% in new French 
oak ones, and 6% in former port casks, allowing the 
mingled compounds from the barrels’ wood and 
from any previous liquid in- 
habitants each to make their 
particular contribution | to 
the finished whisky. 

Maturation, too, differs 
between America and Scot- 
land. Although Scotch can 
legally be sold once itis three 
years old, few serious drink- 
ers would touch. such’ a 
youthful spirit. In Scotland, 
not mere-years but decades 
add distinction. That is 
largely to do with the cli- 
mate. Ás an experiment, 
Maker's Mark swapped bar- 
rels with aScottish distiller to | 
see how. much the environ- 
ments of the two places af- 
fected the whisky’s matura- 
tion. The  experiment’s 
outcome was that one year 
in Kentucky, with its hot 
summers and cold winters, 
was roughly equivalent to 
four in Scotland, with its much more consistent and 
humid climate. But even minor env:ronmental dif- 
ferences can produce marked results. As Buffalo 
Trace’s president, Mark Brown, points out, one of the 
distillery's distinctive bourbons, Blanton’s, comes 
exclusively from casks matured in the firm's only 
metal-sided warehouse. The other warehouses are 
brick buildings with very different thermal charac- 
teristics, yielding different-tasting bourbon. 

Youth, however, is not unreservedly bad. Fritz 
Maytag, the owner of Anchor Distiling, a Califor- 
nian firm, wanted to re-create rye whisky of the sort 
made in 18th-century America. In these days, the ad- 
vantages of ageing were not yet appreciated, and the 
result is a distinctive spirit that includes subtle fla- 
vours that would otherwise be lost during matura- 
tion. Mr Maytag can't sell his drink аз whisky, | 
though. Californian law, like Scottish, requires any- | 
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thing carrying that holy label to be at least three years 
old. So "Single Malt Spirit” itis. 
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Go west, young Han 


URUMQ:! 


Plans to develop China's western provinces are about more than economics 


HE authorities compare it to the opening 

up of the American west, or of Siberia, 
and their campaign to develop the vast but 
poor western regions of China promises to 
become the chief domestic obsession of the 
country’s rulers over the coming years. If the 
late Deng Xiaoping is remembered for bring- 
ing prosperity to China’s coastal regions, 
President Jiang Zemin wants to be remem- 
bered for developing its far- ___ 
thest reaches. 

By the government's defi- 
nition, the “west” consists of 
the provinces of Sichuan, 
Gansu, Guizhou, Yunnan, 
Qinghai and Shaanxi, the 
municipality of Chongqing, 
the tiny, “autonomous” prov- 
ince of Ningxia and the two 
vast ones of Tibet and Xinjiang. 
Together, they account for just 
one-quarter of China’s popu- 
lation of 1.3 billion, but more 
than half its land. Prosperity 
has passed by great swathes of 
this region. Well over half of 
China's poorest 80m live in the 
west. A farmer there earns 
about a third of a coastal 
farmer's average of 3,600 yuan 
($435) a year. This half of the 
country has attracted less than 
5% of the foreign investment 
committed to China in the past two decades. 

The case for bringing more prosperity to 
the west, then, is a strong one, but the official 
campaign was cranked up only this year. 
That is testimony to the huge political and 
economic influence that China’s coastal 
provinces have long brought to bear. Who, 
after all, would dare argue with Deng Xiao- 
ping's theory of the “two overall situations”: 
that the coastal regions should be given free 
rein todevelop first, and that only when they 
had reached a measure of prosperity should 
the west be given special help? With little 
sign that eastern prosperity has trickled 
west, it is hard these days for China’s leaders 
to ignore western backwardness. 

Yet there are worrying aspects of the gov- 
ernment's “go west" campaign. For a start, it 
is not clear how much money the central 
governmentisable tospend.Some $13 billion 
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is said to have been made available during 
2000, and it is suggested that equal, or larger, 
sums will be available for the years to come. 
That seems implausible. The central govern- 
ment collects revenues equivalent to a mere 
14% of Gpr, which greatly constrains its pol- 
icy options. A large part of the central gov- 
emment's efforts lies in cajoling better-off 
provinces, and state banks, to help with its 





western plans. Foreign investors and even 
banks are now being courted. 

Second, there is curiously little emphasis 
on one of the notable features of the western 
region—and a central cause of its backward- 
ness—the dominance of the state in the 
economy. Nowhere is this clearer than in 
Xinjiang, where four-fifths of the province's 
industrial assets remain in state hands. In 
addition, its farm output is dominated by a 
huge paramilitary organisation that reports 
directly to the central government: the Xing- 
jiang Construction and Production Corps, 
popularly known as the bingtuan. The bing- 
tuan was set up to settle the border areas and 
to make land available for soldiers demobil- 
ised at the end of China’s civil war. Today, 
with a string of agricultural colonies, pro- 
cessing plants, schools, hospitals and itsown 
police force and prisons, the bingtuan has 






sam RR one-seventh of Xinjiang's 
tion. It loses money, which the cen- 
tal. government makes up. 

Which leads to a third worry: there is lit- 
tle emphasis in the "go west" campaign on 
measures to alleviate poverty. Some of the 
biggest bangs for the development buck lie 
in spending on schools and health, and 
cheap, local roads that tie isolated commu- 
nities to the broader market. But rather than 
choosing such basics, the government is ob- 
sessed with gigantic, and correspondingly 
expensive, infrastructure projects. 

Gangs of workers are rebuilding the Beij- 


ing-to-Lhasa road that crosses the Qinghai 


and Tibetan plateaus: a government minis- 
ter says China will build 150,000km (about 
94,000 miles) of new highways in western 

—, China over the next decade. 
Work is about to start on a rail- 
way to Lhasa. A 1,000km rail- 


Taklamakan desert now runs 


Urumqi, to the western oasis 


the way to Singapore. A $15 bil- 
lion pipeline is planned to take 


rim basin 4,200km to Shang- 
hai. Hydropower is being ex- 
plored, particularly in Sichuan 
and Tibet. 

The suspicion, then, is that 
the central authorities аге 


than on alleviating its poverty. 
ент риает С 
of natural resources. 
China's chief fuel, is plentiful. 
Tibet has gold and other met- 
als. The Oaidam basin in has quan- 
tities of natural gas, and the Tarim pe 
holds both oil and gas. Roads and railways 
makea lot of sense if the central government 
want to take resources out. It is less clear how 
thelocal communities will benefit. 


Fromaneconomicpointofview,thereis — 
lots about the “go west" campaign that does _ 


not make sense. But from a security point of 
view, it is perfectly logical. The western re- 
gions have the highest proportion of non- 
Han minorities. (Uighurs and Tibetans out- 
number the Han in Xinjiang and Tibet re- 
spectively, where they chafe under Chinese 
rule.) The regions have the least-secure parts 
of China's long borders. Xinjiang alone has 
5,500km of frontiers, nei eight, 

mostly Muslim, countries. China has bullied 
and bribed these neighbours not to offer 
sanctuary to any of Xinjiang’s Uighurs 
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way along the edge of the 
from the capital of Xinjiang, — 


town of Kashgar. Yunnan 
wants to see a railway going all _ 


natural gas from Xinjiangs Ta- — 


keener on exploiting the west — 
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ASIA 
whom China deems to threaten stability. 

But concerns about stability in Xinjiang 
remain. There are sporadic, if small, armed 
rebellions in Xinjiangs southern region, 
where the Han presence has historically 
been slight. The impressive highway, now 
five yearsold, that crosses the previously un- 
crossable Taklamakan was ostensibly built 
to allow the development of oilfields. But 
southern Xinjiang is now less remote, and 
the state's security apparatus has been able 
tocrack down more harshly on "splittism". 

Besides, the same roads and railways 
that take natural resources out also bring 
Han migrants in. Migrant workers are every- 
where:girls from Anhui serve in Urumqi res- 
taurants, and tough, tiny Hunanese put up 
pylons high in mountain passes. In Xinjiang, 
officials have a policy of fervently denying 
any increasein the Han population. Yet more 
and more are coming to Xinjiang (as well as 
Tibet), and they never leave. "Look," says a 
young Uighur in Urumgi, “1 am a strong 
man, and well-educated. But Chinese firms 
won't give me a job. Yet go down to the rail- 
way station and you can see all the Chinese 
who'vejustarrived. They'll get jobs. It's a pol- 
ісу, to swamp us." 

The emphasis in the western campaign 
on “hard” infrastructure betrays China's co- 
lonising instincts. Roads and railways make 
it easier for police to be dispatched in times 
of "minority" restiveness, for Han settlers to 
seek a new home, and for the centre to con- 
trol its empire. As Kai-Alexander Schlevogt, 
from the Australian Graduate School of 
Management, puts it, this is China's way to 
“ram its own posts into the ground”. 
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BANGKOK 


T IS clean, smooth, fast and frequent. At 

every station stroll uniformed guards, 
truncheons in hand, deterring muggers 
and graffiti artists. Teams of moppers and 
sweepers keep platforms pristine. Air-con- 
ditioning chills the carriages and a sooth- 
ing voice, in English and Thai, tells passen- 
gers where they are. Compared with the 
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Thailand 


Thaksin to the rescue? 


BANGKOK 


The ruling Democrats seem doomed to lose Thailand's election 


FTER struggling for three 

years with the effects of 
a financial collapse, Chuan 
Leekpai's government ap- 
pears to have run out of luck. 
In the parliamentary election 
due on January 6th, Mr 
Chuan's Democrat Party 
looks set to finish a distant 
second to the two-year-old 
Thai Rak Thai (Thais Love 
Thais) party of Thaksin 
Shinawatra, a telecoms ty- 
coon. Although some on- 
lookers accuse the Democrats of dragging 
their feet on reform, most of the rival parties, 
including Mr Thaksin's, are making the op- 
posite argument. They say the Democrats 
have been far too quick to sell out to foreign- 
ers during the downturn. 

Mr Chuan’s government took over in 
November 1997—four months after the Thai 
baht went into freefall. The Democrat-led 
coalition then pushed through a series of 
new economic laws, which aimed, among 
other things, to make it easier for creditors to 
call in their business loans. The government 
has borrowed heavily during the past few 
years to stimulate the economy and to pay 
for bank bailouts. 

Atarally last week, Mr Thaksin told sup- 


Bangkok's train, running on empty 


grubby, overcrowded underground sys- 
tems of London, Paris and New York, Bang- 
kok’s train on stilts is a sparkling success. 
Launched a year ago, after five years of 
building—and many more before that of 
murky dealings over contracts—the train is 
supposed to help cure the Thai capital's 
notorious traffic congestion. Gridlocked 





Bye-bye Leekpai 


porters that he had "never 
seen a more corrupt govern- 
ment”. Such accusations, 
along with those of the Dem- 
ocrats' other rivals, reflect a 
familiar theme these days in 
South-East Asia. In a period 
of economic and political 
upheaval, politicians of ev- 
ery stripe pay lip service to 
such notions as democracy, 
reform and clean govern- 
ment. But they are confront- 
ing voters with very different 
versions of what these mean. 

The version the Democrats offer is one 
that western liberals would recognise. For a 
start, they have given their support to a new 
constitution, ratified in the wake of the 
baht's plunge, which places stiff checks on 
Thai politicians by vesting real power in in- 
dependent institutions and encouraging the 
new bodies toget tough on money politics. A 
new freedom-of-information provision also 
makes it easier for Thailand's lively press to 
expose dishonesty. 

Although a non-partisan panel drew up 
the constitution before Mr Chuan took 
power, his government pushed through the 
enabling legislation that made it work. He 
has also been willing to honour the new 





and thick with exhaust fumes, Bangkok is 
one of the most difficult cities in which to 
get around. But with 600,000 people 
tempted on to the Skytrain each day, said 
the Bangkok Transit System Corporation 
(втѕс), the Skytrain’s authorities, Bangkok 
might “breathe again”. 

Not yet, though. Despite the distribu- 
tion of 1m leaflets and much publicity, only 
170,000 passengers are thought to take the 
train each day. Its 25 stations and 23km (15 
miles) of track, running along two lines, 
serve only part of the capital and stretch 
only some of the way to the city’s airport. 
Most people seem to find it too pricey: a 
short trip costs the same as a taxi and up to 
three times as much as a bus. 

Low ticket sales mean that втѕс is not 
getting the revenue it hoped for. The sys- 
tem cost $1.5 billion to build and to succeed 
it must expand. A connected underground 
system is planned within a couple of years, 
if the cash can be found to build it. Until 
then, the Skytrain offers a high and un- 
crowded vantage point from which to gaze 
on to the city’s blocked roads. 
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rules—notably in August, when one of his 
party's heavyweights, Sanan Kachornpra- 
sart, received a five-year ban from politics 
for falsifying financial statements. Though 
the anti-corruption board is looking into dis- 
crepancies in his own statements, Mr Chuan 
is widely regarded as "clean", meaning that 
he has not tried to hide his own wealth, or 
used his office to enrich himself. 

Yet his party is trailing badly in the opin- 
ion polls. That may be because voters are 
tired of it: several preceding governments 
did not last nearly as long as three years. The 
abrasive manner of Mr Chuan's finance 
minister, Tarn Nimmanahaeminda, has 
also made it easier for opponents to attack 
the Democrats' economic policies. But much 
of the party's weakness is clearly a result of 


Mr Thaksin's aggressive tactics. 

A former police colonel from the north- 
em region, Mr Thaksin built his business 
empire on a foundation of lucrative tele- 
coms monopolies. He dabbled in politics in 
the mid-1990s, serving in the cabinets of two 
short-lived governments. Then, in 1998, he 
launched hisown new political party, which 
was intended to look more modern and 
youthful than its rivals. Consistent with this 
image, Thais Love Thais at first drew strong 
support in Bangkok. 

To improve his chances, however, Mr 
Thaksin expanded his party's numbers by 
recruiting established members of parlia- 
ment from the provinces. He persuaded 
scores of them to defect, leading to accusa- 
tions that he had paid them to do so. Mr 


ASIA 


Thaksin faces other accusations: he is being 
investigated for leaving information out of 
his financial statement. If convicted, he 
could not serve as prime minister. 

Although maintaining that he is honest 
and innocent, Mr Thaksin has offered little 
in the way of support for the new indepen- 
dent bodies or more accountable govern- 
ment. Instead, he has equated blind obedi- 
ence to the dictates of foreigners with 
corruption, and promises to redress the bal- 
ance. He has also promised to invest more in 
ordinary people:one of his plans is togive 1m 
baht ($23,000) to every village. 

So, if Mr Thaksin wins the election, will it 
be a victory or a defeat for democracy and 
reform? Thais may be debating that question 
long after January 6th. 


le 





America and North Korea 


Invitation to Pyongyang 








OLD, dark and still going hungry despite 
millions of dollars’ worth of food aid, 
North Korea is an unattractive destination to 
all but Bill Clinton, as he searches for the ulti- 
mate photo-opportunity to round off eight 
years in the world’s spotlight. Mr Clinton has 
let it be known that he is keen to visit this fi- 
nal frontier of Stalinism. Having failed to win 
ratification of the test-ban treaty, or to nego- 
tiate an arms-cutting agreement with Russia, 
he would like to pull off a deal to limit the 
missile threat from North Korea. Will he go? 
Time is short. January 7th has been pen- 
cilled in as the last possible date for a visit. 
Insiders in Washington and close outsiders 
say that the broad shape of a deal emerged 
from the talks America’s secretary of state, 
Madeleine Albright, had with North Korea’s 
leader, Kim Jong Il, in October. More bits 
were inked in at follow-up talks last month, 
According to these reports, North Korea 
is now ready to put a permanent end to mis- 
sile exports, no longer insisting that contracts 
with countries such as Pakistan, Iran and 
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Syria be honoured (though some of these 
contracts may be about to expire anyway). It 
is also prepared to forgo testing and deploy- 
ment of “medium- and longer-range" mis- 
siles for its own arsenal, and to dismantle 
missiles already deployed. And it may be 
ready to discuss mutual force reductions 
with the South that would reduce the threat 
from the short-range artillery and troops 
North Korea has deployed at the border. 

If thatis indeed the deal on offer—no de- 
tails have been made public—it goes further 
than what had previously been discussed. 
But even if all the missile elements could be 
securely nailed down, such a deal would in- 
vite controversy. And as yet, some of the 
most important details are missing. 

One is the range of the rockets North Ko- 
rea is to abandon. Will it give up and verifi- 
ably dismantle all missiles over the 300km 
(190-mile) range and sookg (1,1001) payload 
limitin the western-sponsored Missile Tech- 
nology Control Regime? That would reas- 
sure Japan, which is threatened by North 


Korea’s other rockets, not just the farthest- 
flying one (which it claimed was a satellite 
launch vehicle) that it test-fired into the Pa- 
cific in 1998. North Korea is still holding back 
the final pieces of an agreement as a way to 
entice Mr Clinton to visit. But even some 
strong supporters of the deal hope he will 
not fall for that one. 

Could any agreement be verified? Amer- 
ica hopes to track North Korea’s missile ex- 
ports using its own satellites—though this 
has proved difficult, technically and politi- 
cally, with others, such as China; and know- 
howiseven harder to track. Checks on North 
Korea’s own missile development would 
need to be done on the spot, using inspec- 
tions and remote-sensing equipment. 

Another problem is the pay-off. North 
Korea has demanded diplomatic recogni- 
tion and an end to the restrictions America 
places on international financial help be- 
cause of the North’s past support for terro- 
rism. Both have been under discussion for 
some time. But it has also demanded some $3 
billion over three years, as compensation for 
lost missile sales, and it wants others to pay 
for the launch of North Korean-built com- 
munications and weather satellites. 

Giving North Korea hard cash, or even 
talking of “compensation”, is out of the 
question, since the Clinton administration 
wants to avoid the charge that it is giving in to 
North Korean blackmail. But America is 
hoping that others, especially Japan, will 
chip in with aid and investment. Mean- 
while, critics point to the danger that having 
others launch the North’s satellites could 
help it improve its warhead technology. 

But perhaps the biggest problem is the 
need to sell the deal to the incoming admin- 
istration that will have to implement it, and 
the failure to brief moderate Republicans in 
Congress. Rather than just being the first 
American president to go to North Korea, Mr 
Clinton could be trying to reintroduce a dash 
of bipartisanship into America’s foreign pol- 
icy. But it is getting late for that now. 
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Tall ships, young crews 


Every year thousands of young people serve before 
the mast (or in the galley) of a kind of ship that 


once seemed to be an endangered species 


ARENTS: think of an activity for your 

offspring with no drugs, not very much 
clubbing, and the near-impossibility of 
sex. Think of a sport which provoked the 
lady mayor of Cadiz last summer to offer 
this unprecedented invitation: "Crews, 
youare full of youth and strength. Feel free 
togive rein to the joy of your youth, and fill 
our town with happiness tonight." Think 
tall-ships racing. 

It all began in 1956. A group of ex-ser- 
vicemen and other refugees from the 
shrinking horizons of welfare-state Britain 
wanted to mark theend of the age of work- 
ing sail, before the old ships themselves 
rotted or rusted away. Cramming a bunch 
of youths, most of them metaphorically 
though soon literally green, on to a handful 
of vessels, they raced the "tall ships" from 
Torbay to Lisbon. 

And that was supposed to be that. Yet 
the race spawned its successors, and the 
ships their modern imitators, whilst the 
old vessels were patched up. On a blustery 
day last April 400,000 people tumed out 
along the drabness of Southampton water, 
on England's south coast, to watch 25 ves- 
sels from eight countries assemble before 
the first leg of the Tall Ships 2000 race—it 
turned out to be more of an elemental battering— 
across the Bay of Biscay and down to Cadiz. There, 
the fleet swelled before it crossed to Bermuda, up to 
Halifax by way of Boston, and then back to Europe, 
where in August it finished in Amsterdam. The canal 
from the sea to the Netherlands' capital is 24 kilo- 
metres (15 miles) long, and over a million people 
lined its banks as the fleet moved up, parting not so 
much the waters as a blanket of spectator craft. 

A fleet of tall ships means different things to dif- 
ferent people. To the Dutch crowds, here was their 
country's maritime identity reaffirmed, in the heart 
of the country;and a great number of Dutch can tell a 
barque froma bight. Scandinavians too are tied emo- 
tionally to their old ships. In Britain, though the na- 
tion once almost defined itself by its seafaring, that 
tradition has by now largely died; the sea stands for- 
lomly at one remove in the British national con- 
sciousness, intermediated by seaside piers and ice 
cream or, more recently, by the Channel tunnel. Still, 
a fleet setting sail is the chance to go down to the 
beach to dream, or to catch a sight that would rival 
the picture on any jigsaw box. 


Young people, not just sailing ships 

This year’s transatlantic race, organised by the Inter- 

national Sail Training Association, was a one-off mil- 

lennium event. In total, 71 ships took part. Earlier, in 

the Baltic, the Cutty Sark tall-ships race, part of a 
yearly series, had attracted 94. Overall, some 6,000 





Russia's Kruzenshtern 
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young people took part. The Cutty Sark races too are 
organised by the association. Its chairman, Nigel 
Rowe, explains firmly that the races—two a year, 
plus a cruise—are not just about ships, but about ex- 
periences for young people. An iron rule is that at 
least half of every crew must be between 15 and 25 
years old. Another is that geopolitics must not get in 
the way of friendly competition and contact. Soviet- 
block ships mixed with western ones even at the 
height of the cold war; as Libby Purves, a sailor and 
journalist, recounts, Russian cadets would sell their 
uniforms for beer-money and be picked up next 
morning in their underpants. 

There the uniformity ends. For a start, a "tall 
ship" is something of a misnomer. Kruzenshtern, a 
Russian regular at the races, was built in 1926 as a 
square-rigged four-master, 346 feet (105.5m) long 
with a crew of 230, and 36,000 square feet of canvas. 
Yet vessels don't have to be big and old, or even look 
old-fashioned. All they need is a waterline length of 
at least 30 feet—that of a not very large yacht. 

The crews are as varied as the vessels. The big 
ships of the Italians, Mexicans and Russians, in de- 
scending order of opulence, are crewed by taut ca- 
dets under naval discipline. There are smaller Chris- | 
tian vessels, such as the Morning Star of Revelation, 
carrying the good word across a salt wilderness. The 
British-run Jubilee Sailing Trust has wo barques de- 
signed for wheelchair users; even a person with no е 








limb movement at all can steer, shifting a joystick 
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with nose or forehead. The socially disadvantaged 
are represented on British boats such as the Are- 
thusa. The over-advantaged can be found on Gor- 
donstoun School's modern 80-footer, whose com- 
forts extend to storage heaters; or on the Jolie Brise, a 
1913-built Le Havre pilot cutter run by Dauntsey's 
School, a liberal institution whose ban on “open dis- 
plays of affection” amongst pupils during working 
hours evidently does not extend to its boat. 


An old idea for the young idea 


The notion that sail-training strengthens a young 
person's character, even saves him from a life on land 
of moral ruin, is an old one. Indeed, the history of sail 
training can be said to have begun on St Valentine's 
day. 1866, at a London dinner thrown for waifs and 
strays by the Earl of Shaftesbury, a reforming Victor- 
ian and patron of the Ragged Schools. Among the 300 
diners there was a deal of suspicion about why they 
had been invited for roast beef and plum duff. But as 
the last plate was licked clean, Lord Shaftesbury 
called out: “Supposing that there were in the Thames 
a big ship large enough to contain a thousand boys, 
would you like to be placed on board to be taught a 
trade or trained for the navy and merchant service?” 
The following day's paper reports that "a forest of 
upraised hands settled these alternatives in the affir- 
mative"—presumably, meaning in favour of both. 
There was also a national interest in having such 
atraining ship: 
The eagerness which is manifested by the volunteers for the 
ship is not surprising: for anyone at all familiar with the 
tastes and habits of these boys knows how very strongly 
they are influenced by the spirit of adventure, and where 
can such spirits find better scope and a more congenial at- 
mosphere than in a seafaring life, thus proving beyond con- 
troversy, that this is the very class out of which some good, 
useful, true British Jack Tarscan be manufactured. 


A hulk was found, an old 50-gun frigate, and a 
mooring up the river Medway. This ship was supple- 
mented a few years later by another frigate, the Are- 
thusa, which during the Crimean war had been the 
last British ship to go into action under sail. Arethusa 
was the first of several training ships owned by the 
Shaftesbury Homes to bear the name. The last of 
these was towed away in 1974, and has since reverted 
to the name she bore as a nitrate-carrier, the Peking; 
she floats at the South Street Seaport museum on the 
East River sideof downtown Manhattan. 

The Arethusa boys, destitutes mostly or from 
broken homes, were taught the staple fare of sail- 
training: to “hand” (furl a sail), reef and steer—and 
swim, for even on a stationary ship boys regularly 
fell overboard. Yet the notion that Britain's navy and 
merchant fleet needed youths raised in the service of 
sail was challenged almost from the outset by the rise 
of steam. Eric Newby, whose “The Last Grain Race" 
tells of his time aboard a Finnish square-rigger in 
1938, may have been the last Briton apprenticed in 
working sail. In rich countries (though not the Indian 
Ocean or Pacific), the second world war killed off sail 
transport for good. It took some time for training in 
such sea-going vessels to be seen as worthwhile in it- 
self; a view reinforced in Britain by the ending—in 
1960—of compulsory military service, and with it, 
some feared, the virtues it was believed to teach. 

That belief is not stupid, but there is a virtue to be 








learned in working a sailing ship that no parade- 
ground sergeant-major can instil. Small sail-training 
vessels may indeed bring it out to a greater degree 
than do larger ones. Certainly, the discipline and co- 
ordination needed to handle a full-rigged ship are 
impressive. And to man a yard-arm 100 rolling feet 
above the deck is a test of anyone’s courage. Yet 
smaller ships magnify the sense that if one member 
does not take his turn on watch, or does not put ona 
brave face when things are tough, he endangers the 
whole vessel. “It’s an attitude of mind to become a 
seaman and a proper member of the crew,” says Da- 
vid Darbyshire, a retired accountant and owner 
skipper of Eleanor Mary, a modem sail-training 
boat built along pilot-cutter lines. “Everybody is so 
utterly dependent. We rely upon each other to stay 
alive. To me, seamanship is being able to handle sails 
and steer under any circumstances, but also to sur- 
vive together as acommunity.” 

Nobody who goes on board a pilot cutter for the 
first time, says Mr Darbyshire, has a clue what to do. 
So how, on a brief sail, can one spot in an inexperi- 
enced youth the qualities needed in a month-long 
transatlantic passage, crammed cheek-by-jowl with 











Still upright, and tomorrow 





shipmates? “Straightforward,” says Mr Darbyshire. 
“Anyone who passed the galley and did any wash- 
ing-up that was needed had to be all right.” 

There is of course an element of risk in sail train- 
ing, says another skipper: “The sea will drown you if 
you get it wrong.” It is a risk balanced by an accep- 
tance of responsibility; and it is outweighed by a 
sense of adventure—“one of the few real adventures 
left in western civilisation,” says Mr Darbyshire. The 
notion of escape from a flabby land in search of 
keener sensations, including fear, is old. Youcan trace 
it in literature back through Joseph Conrad and Her- 
man Melville; through Edmund Burke and his search 
for a “sort of delightful horror, a sort of tranquillity 
tinged with terror"—an apt description of the feel- 
ings of being in a small boat at sea, in the view of a 
writer, Jonathan Raban, who knows about them; 
back to the Anglo-Saxon author of “The Seafarer”: 

On earth there is по man so self-assured, 

so generous with his gifts or so bold in his youth, 
so daring in his deeds or with such a gracious lord, 
that he harbours no fears about his seafaring 

as to what the Lord will ordain for him. 


Conquering that fear, says one of the trainees aboard 
Eleanor Mary, is what sail training is all about. Surely 
not alone, the father of one crew member on board 
Jolie Brise told her skipper, Toby Marris, that his son > 
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had gone away a child and come back an adult. 

Still, risk is one thing, needless risk another. That 
has been lessened in the past decade by stringent 
new safety rules. Before that, boats leaked, engines 
wereunreliableor inflammable, radios crackled, and 
safety harnesses were not often worn. The loss in 
1984 of a sail-training ship, the Marquesa, with 19 
hands, helped change the regulatory environment, 
and brought in anew code of prac- 


pensive thoroughbred, capable of making 18 knots 
upwind. Its sail training will be subsidised by lavish 
corporate bashes that will be held on board. Yet not 
all organisations succeed. The Astrid, a seasoned 
warhorse of the tall-ships races, is at present laid up 
for lack of funds. And, as of this year, the venerable 
Ocean Youth Club is no more. 

The International Sail Training Association itself 
is about to lose its longtime spon- 





tice for such vessels. Today any 
that go offshore must have water- 
tight bulkheads, satellite commu- 
nications, water-making ma- 
chines and even body-bags. 


The money of the sea 

All this, though, has pushed up the 
cost of adventure. Most vessels 
held in trust have their capital 
costs written off, with luck by a 
rich and generous benefactor. And 
a spirit of volunteerism and fund- 
raising pervades the sail-training 
scene. The Alexander von Hum- 
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rigger named after that famousex- 

plorer, is maintained entirely by volunteers. Though 
Dauntsey’s School pays Mr Marris as a member of 
the teaching staff, part of his responsibilities is to 
charter Jolie Brise out to paying guests during the 
term-time. Pupils don't get to sail on her if they ha- 
ven't helped out with each winter's refit. 

The Sail Training Association—British parent of 
the international version—has two new brigs, with 
which it aims to take 2,000 young people sailing each 
year. They have eight-berth cabins with showers, 
rather than the open-plan bunking of their prede- 
cessors, in order to appeal to a softer generation. The 
brigs' design also sacrifices some sailing qualities in 
favour of powerful engines. But that allows them to 
hold to tight schedules and to be out earning their 
keep for more than 250 days a year. A magnificent 
new Dutch square-rigger, Stad Amsterdam, is an ex- 








A jolly breeze for the boat from Dauntsey's 





boldt, a grand old German square- АША 


sor, the blenders of Cutty Sark 
whisky (whose name—it means 
"short shirt", in Scottish dialect—is 
derived from a famous 19th-cen- 
tury tea-clipper now in dry dock at 
Greenwich, on the river Thames; 
hence the connection) While it 
looks for another sponsor, hoping 
the sport's clean image will help, 
the association is resisting the 
temptation to accept much more 
money from the ports that want to 
host tall-ships events, for fear that 
commercialism will supersede the 
ы young crews’ needs. (Some cash- 
strapped ships, however, accept 
payments by ports keen to ensure 
a spectacle.) At the same time, says its chairman, the 
association is looking for the means to set up a 
scheme that would help to finance those ships witha 
high ratio of young people on board or too short of 
money to race on every leg of the annual race circuit. 

Mr Rowe and other sail-training organisers la- 
ment that journalists do a poor job of promoting tall 
ships and sail training, and so are partly responsible 
for the activity’s shortage of cash. Promotion is not 
exactly the media’s job. Yet it is true that a lot more 
media attention is given, day by day, if not at the start 
or end of any tall-ships race, to the glamorous and 
massively sponsored ocean races or the America’s 
Cup. But, thanks to satellites and the Internet, you 
can read what the tall ships’ crews say for them- 
selves: for their own day-by-day accounts of last 
summer's races, go to www.tallshipsraces.com. m 
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One small boy 


GUIYANG 


UIZHOU province, in China's south-west, is a 

stunning high country of improbable karst for- 
mations, improbably poor. The patches of soil be- 
tween the mountains are fertile enough, but the 
province's land has to support some 37m people, a 
mixture of the Han Chinese majority and the va- 
rious peoples that lived here long before Chinese en- 
croachment began in the 16th century: the Miao, Yi, 
Dong, Bouyei, Bai, Shui and the rest. Other of China's 
inland provinces have their share of poor, and these 
leave in droves to seek work on China's thriving east- 
ern seaboard. In Guizhou, the mountains seem to 
block the exits. You are lucky if you can make it as far 
as the provincial capital, Guiyang. 

One of those who did so was Wang Wanjun, who 
came to the city nine years ago. Guiyang is nothing to 
shout about. The capital it may be, but it too has its 
desperately poor. The hawkers who go from door to 
door selling coal from baskets on their backs look 
shockingly small and aged, thanks to a life of hard 
toil and inadequate food. But Mr Wang and his wife 
fared tolerably well. They opened a stall in the Red 
Side vegetable market, rented a single room with one 
stone bed and a stove, and raised a son, whom they 
nicknamed Xiao Guiyang, “Little Guiyang”, in 
honour of the town that had given them a break. 

Two years ago Mr Wang was caught outside the 
market sprinkling water over his vegetables to make 
them look fresher. To do this on the street is against 
municipal rules, just one of the many ways in which 
China’s migrants, in particular, daily face petty ha- 
rassment, and often worse, from the authorities. Mr 
Wang went off to the police station to pay his fine, 
leaving five-year-old Xiao Guiyang to play in the 
street. That was the last he has seen of his boy. 

Neighbours had seen the boy being carried off in 
the arms of a stranger. He was almost certainly kid- 




























A happy family, then 
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Children and young women are being kidnapped in large numbers in China. One father's 
reaction is helping to push the police into doing something about it 





, East 
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napped by a criminal gang, one of several that prey 
on the children of migrant workers in Guiyang. He is 
now probably in some well-off coastal province 
such as Guangdong or Fujian, the "son" maybe of 
prosperous farmers who had money but lacked an 
heir. Guizhou was never well-known for exporting 
anything. It has now earned a name for itself as the 
centre of China's kidnapping industry. 





A father'ssearch 


The Economist's reporter first met Mr Wang a year 
ago. As he fingered the only photographs he has of 
his son, dressed on his third birthday as a soldier of 
the People's Liberation Army, the unhappy father 
quietly recounted what he was doing to try to find 
Xiao Guiyang. The task was daunting. He started by 
searching high and low in Guiyang. He begged the 
police to initiate a hunt, but they pleaded poverty 
and brushed him off by saying that, anyway, the lad 
was probably out of the province already. Mr Wang 
then made the long trek to Beijing, a sup- 
plicant before the central authorities, who 
received his petition. 

On top of that, on his own initiative, 
this soft-spoken man with cropped hair 
and a blue canvas jacket, who writes out 
Chinese characters painfully slowly, 
started a campaign in newspapers along 
thecountry's eastern seaboard against the 
kidnapping of children. His efforts, from 
his single room with no telephone, have 
had a remarkable impact. In 1999 the po- 
lice in China are said to have rescued and 
retumed 1,800 children to their true 
homes. What a difference a campaign 
makes: last April the central government 
launched a six-month crusade against 
kidnapping, and claims thereby to have 
retumed 13,000 kidnapped children— 
seven times as many as ir all 1999—across 
the country. Now that he has made а 
mark, Mr Wang has been promised a real 
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audience in Beijing with govern- 
ment leaders. He talks about the 
possibilities of the Internet, and 
hopes that China’s ten-yearly cen- 
sus, which has just ended, will 
bring thousands more kidnapped 
children to light. 

Yet Mr Wang's life is no easier. 
He is embarrassed that he hasn't 
enough money to feed his visitors. 
He has recently lost both his par- 
ents. His wife is ill; in large measure, 
he reckons, from a broken heart. He 
despairs of the local police in Gui- 
yang, who have not nabbed the 
kidnapping kingpins. And there is 
still no sign of his son. 

It is impossible to know how 
much kidnapping is going on in 
China; the number of rescues is only the tip of the 
problem. But certainly the numbers have risen, both 
of children, mostly boys, and of young women, 
mostly for wives. As well as the 13,000 rescued chil- 
dren, the authorities’ crackdown on kidnapping this 
year is said to have found 110,000 women, most of 
whom had been sold as brides, though many will 
have been put to domestic service or prostitution. Yet 
in Guizhou, the biggest catch that the police have 
made—ironically, in the town of Zunyi, where Mao 
Zedong established his grip on the Communist Party 
in the 1930s—was that of a gang which had abducted 
a mere 84 women and children. The leaders were 
quickly executed. Others, plainly, are undeterred. 


Habit and necessity 


The reasons for the rise in kidnapping are clear 
enough: an unhappy resurgence of old social habits 
mixed with new economic incentives. Mao Zedong 
wanted to forge a new national Chinese identity, free 
of what he called the “four olds"—habits, ideas, cus- 
toms and beliefs. Mao’s Red Guards during the cul- 
tural revolution certainly gave a fair appearance of 
having eradicated such “olds”. Supposedly, prostitu- 
tion, concubinage, bride-selling, slavery and drug 
addiction were abolished. Whether or not they ever 
went away, in one form or another these evils are all 
back now. In Guizhou you can see why. 

In poor, overpopulated regions such as it, chil- 
dren are often sold: having cash and one less mouth 
to feed is a tempting inducement to sell one's daugh- 
ter as a bride, or one’s second son for adoption. In 
such places, particularly where migrants make up 
the greater part of a roaming popu- 
lation, kidnapping gangs find vul- 
nerable prey. The community’s 
guard, as it were, is down. 

And kidnapped victims fetch 
good money. Maybe not for a teen- 
age bride, who rarely sells for more 
than 8,000 yuan ($965). But Xiao 
Guiyang may have fetched 20,000- 
30,000 yuan from a childless couple 
in Guangdong, says Wang Daming, 
at Unicef in Beijing. Again, social 
custom hasa part to play in protect- 
ing the buyers. It is seen as a tradi- 
tional Chinese right to have a son, 





An unhappy father, now 





А son lost, till when 


and neighbours will probably not 
begrudge parents who suddenly 
adopt, or the man who buys a bride. 

Just rescuing kidnapped chil- 
dren is by no means the end of the 
story. Earlier this year, when a 
handful of Guizhou children were 
brought back, several hundred 
people claimed to be their parents; 
DNA tests are now beingconducted. 
Yet rightful parents often do not 
learn that their child has been re- 
turned. Or they may be too poor to 
come and pick him up. So there are 
little children who have been res- 
cued from what were to them at 
least real homes, quite possibly 
very loving ones, and who now 
languish in the state's truly awful 
orphanages. Tang Fujing, a journalist who follows 
kidnapping cases for the Guizhou Dushi Bao news- 
paper, points out how family reunions can be bitter- 
sweet. One child was sold to a rich family in Singa- 
pore, where he was nicknamed xiao shao ye (little 
master) and had nurses and maids to dote on him. 
When he was brought back to his parents in Guiz- 
hou, he tried several times to escape. 

Interestingly, sometimes the real parents have 
warm feelings towards the adoptive ones: some ex- 
press sympathy for a family that has paid good 
money to a kidnap gang, and is now deprived of the 
object of affection whom it has bought. One father in 
Guiyang considers himself now to be a relative of the 
family that bought his son, and has changed the 
name of the boy, now back with him, to include the 
adoptive family’s name. The father says he wants his 
son to remember the experience. Other parents, 
though, think adoptive parents should be prose- 
cuted along with the kidnappers. 








Help from outsiders 


The hitherto undemonstrative authorities now con- 
sider kidnapping to be a serious enough problem to 
warrant asking for outside help—not something that 
comes naturally to Chinese officialdom. Save the 
Children, an international charity, is active in Yun- 
nan province, west of Guizhou. It says the police are 
happy to work with it, so long as it doesn’t press them 
for hard statistics on the number of children kid- 
napped—a sensitive issue for the police, because the 
figures are embarrassingly high. Edwin Judd, who 
runs Unicef in China, says that the authorities want 
to learn more about how police 
overseas tackle similar problems, 
and have asked Unicef for help. 
They also want to learn about 
trauma counselling for the victims, 
something hitherto unheard of. 
And, says Mr Judd, they are even 
starting to speak the language of 
children’s—and women’s—rights. 

The jobs of Guizhou police 
chiefs are on the line, now that they 
have promised on television to find 
the missing children. “I must find 
my child,” says Wang Wanjun, 
“even if it bankrupts me.” m 
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Playing with fire 





The American gun lobby thinks children should be taught to use guns. Safely, of course, and 
just for sport or personal security, what else? The idea is as old as it is dangerous 


EVERY generation delights in handing down its 
L knowledge to the next—assuming, of course, that 
the next is ready to sit raptly at its feet. But some sorts 
of knowledge are treated with more urgency, and 
reverence, than others. Among these is the handling 
of guns. Children have to be kept away from fire- 
arms, yet, at the same time, instructed in the joy and 
skill of them. It is an extremely difficult balance to 
strike, and it is made no easier by the fact that, in 
some societies, the possession and use of a gun has 


| become a metaphor for every right that parents wish 


to bequeath to their offspring. 

Gun magazines in the United States delight to 
show the young, kitted out with mufflers and eye- 
protectors or casual in a camouflage cap, squinting 
through the sights of a rifle while braced in their fa- 
ther's arms. They are sometimes very young indeed: 
four or five. Such images repel Europeans and the 
anti-gun lobby, but America's gun enthusiasts see 
them quite differently: as symbols of freedom, tradi- 
tion and delight in fatherly instruction. "Those sure 
were the good times,” reads one advertisement. “Just 
you, Dad, and his Smith & Wesson." 

Guns are also, of course, deadly: and not just in 
the shape of the handguns that flood America's cit- 
ies. After the killing of four children and a teacher in a 
school in Jonesboro, Arkansas, in 1998, news agen- 
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cies distributed photographs of one of the killers as 
he had been at the age of six: proudly smiling, in full 
camouflage, with a rifle in his hand. Andrew Golden 
had always loved hunting, and had lived in a house 
where guns of all sorts were displayed in unlocked 
cabinets. From popping birds to shooting school- 
mates isa leap that very few children take. Nonethe- 
less, young Andrew lived in a culture where enthusi- 
asm for (even obsession with) guns among his elders 
meant that he came, much too early, to experience 
the heft of a gun and the thrill ofa perfect aim. 


Not toys, just objects of desire 


The National Rifle Association (NRA) has in recent 
years repackaged itself with some success as a 
preacher of gun-safety to children. As—these days 
—it admits, ^with a firearm present in about half of 
all American households, young children should 
learn that firearms are not toys." The association's 
safety mascot is Eddie Eagle, an anxious-looking 
bird, usually with one wing raised in admonition, 
who now decorates sunglasses, t-shirts and lunch- 
boxes, and is available in cuddly form. His message 
to children who find a gun—"Stop! Don't touch. 
Leave the area. Tell ап adult"—is, of course, a very 
sound one. It is slightly undercut by the disclaimer 
that follows: "That's Eddie Eagle’ fundamental, 
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non-judgmental public-safety message.” 

“Non-judgmental” seems a strange word to use 
in this context. But it is necessary, lest anyone think 
that Eddie might be saying that guns in themselves 
are bad, or that keeping them in the house might be 
dangerous. The guns have a right to be there; it is the 
children who must treat them as objects of fear and 
mystery. It is worth noting too that the message is 
aimed at “young” children, or those the parent 
thinks “not ready to be trained in a gun’s handling 
and use”. Atsome undefined stage (the photographs 
in InSights, the NRA's magazine for junior members, 
suggest it comes when children are about seven or 
eight), guns change from being fearsome objects, bet- 
ter left alone, to items that children are positively en- 
couraged to possess. 

InSights is not a publication the мкА is keen to 
advertise. Outsiders are rebuffed if they ask for 
copies. Small wonder. Eddie Eagle still flutters in the 
background, and safety is a sub-theme: as in ear- 
muffs, stylish eye goggles, and not pointing your rifle 
at people. The magazine says it also offers “educa- 
tional information about firearms”. With that aim, 
no doubt, its photographs show 
children who are thrilled to the 
marrow to have got their hands on 
guns. They grin broadly, shoulder- 
ing a firearm as big as themselves, 
or glare through sights at the target. 

Articles invite them to test-fire the 
Remington EtronX Model 700, 


similarly: boys boasting about the bore of their guns. 

The nra might well ask what it could do differ- 
ently. At some stage, it would argue, children have to 
be inducted into the world of firearms and steered, if 
they can be, to the sporting side of them. Yet there is 
no way of writing about guns for children that does 
not presuppose in the latter an extraordinary matu- 
rity of thinking and acting. The child who picks up a 
gun has, in effect, ceased to be a child. 


Hawker, the hunter 


It is not a new dilemma. It was broached by Peter 
Hawker, a London gun maker who, in 1814, first flung 
into print a book called "Instructions to Young 
Sportsmen in All that Relates to Guns and Shooting”. 
Just like his modern counterparts in America, 
Hawker felt he had a mission to popularise, and 
spread among the young, a solid love of firearms. He 
knew their dangers: he had spent a few years during 
the Napoleonic wars observing the nastier uses of 
guns, as a result of which he retained а lasting esteem 
for “that most excellent General Shrapnell" and the 
general's knowledge of ballistics. Yet his enthusiasm 


vourite September day 


“part of the new wave of guns”, or to head to the 
NRA’s annual exhibition in Charlotte, North Caro- 
lina, to get “a jump start” on the latest firepower. 

It is the advertisements, though, that make the 
blood run cold. The gun makers do not pretend to be 
addressing children of 10 or 12; they simply run the 
adult copy. “The need for a quality ‘First Time’ re- 
volver never went away,” reads one. “The Model 929 
isone package, one purchase that gets you into hand- 
gun shooting with all the right stuff, the first time.” A 
half-page from “Savage Arms" offers a "Predator" 
combination gun with a “low-rebounding hammer 
and a built-in two-position barrel-selector." The 
specifications are mind-numbing, but it seems the 
children can take them, for the letters page reads very 


and his sense that a glorious tradition was under 
threat from various quarters often carried him away. 
He wanted to tell his readers how great guns were. 

On the evidence of his book, Hawker's greatest 
joy was to be out in the brush on a September morn- 
ing with bag, dog and flintlock rifle, preparing to deal 
out death to ducks. But he was not a natural outdoor 
man. His portrait engraving shows him with Byronic 
curls, draped in a romantic cloak. He did not enjoy 
the dirtier sides of hunting—blood in the pockets, or 
the slow constriction of circulation by mud-soaked 
£aiters. 

What he loved, and wished to pass on to the 
young, in pages strewn with italics (“to impress as 
strongly as possible on the memory of his young 
readers those precepts which require to be drawn to 
their particular attention"), was the beauty of fire- 
arms, the skill of aiming and shooting, accuracy, self- 
sufficiency and respect for tradition. Much of the fu- 
ture of England, for him, was wrapped up in guns. 

Hawkers England, like the modern United 
States, was a steadily urbanising country in which 
guns were spreading rapidly. Hawker himself had 
watched crowds of apprentice boys and machinists, 
freed from work on Sunday, banging away en masse 
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with their new-fangled detonating rifles, and did not 
like it. He did not mind that the apprentices were 
young; he minded that they were slovenly and un- 
skilled, and too many. His book was written for the 
sons (never the daughters) of a beleaguered minority, 
the gun-owning and gun-loving elite. 

One of the engravings in his book gives an im- 
pression of who he thought his readers were. It Shows 
a jolly company of teenagers, all in the top hats and 
cravats of the time, preparing to picnic at the end of a 
shoot. Several are swigging beer, and one appears to 
be offering it to a dog. In the background is the great 
house to which the more elegant boys presumably 
belong. Hawker knew his readers would care about 
clothes, recommending, "when too cold for a straw 
hat, a white radical-beaver, or one of the new felt 
hats.” He catered directly to schoolboy taste by relat- 
ing the awful death of Mr William Eley, who “under- 
took the copper-cap trade; and, lamentable to relate, 
was blown to atoms by an awful explosion of fulmi- 
nating mercury, from which every one and every 
thing around him escaped with, comparatively, little 
injury.” He also included, a propos of nothing in par- 
ticular, “the rough sketch of a mad dog, presented 
me, for this work, by (the late) Sir Anthony Carlisle.” 

Hawker was aware of safety. He assumed, just as 
InSights does, that his pimply audience would be 
cleaning their guns, taking them apart, stuffing them 
with wadding and copper caps, and burnishing the 
stock with axle grease. He warned them that detonat- 
ing powder was just like gingerbread: it lost its crackle 
if left overnight in a damp cellar. It was not a good 
idea, he told them, to dry gunpowder on plates be- 
fore the fire, or to fry powder in the flask on the hob 
ofachimney while having supper. 

Yet, for most of its length, this is not really a book 
for the young. When it comes to describing guns in 
detail, and noting the recent improvements in prim- 
ers, breeches, chargers and detonating systems, 
Hawker goes into fearsome detail, together with the 
most beautifully intricate engravings of his subjects. 
And the supposedly adult sensibilities of his readers 
extend to other things too, as though they are enter- 
ing, through guns, the whole grown-up world. When 
shooting, for example, they might like to take some 
tobacco in their pockets: “the mildest, and perhaps 
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pleasantest for those who are not much used to 
smoking, is that called Syrian...to be had at a reason- 
able price of Mr Ward at 16 Piccadilly.” Also in their 
pockets should be rum (for toothache) and “grains of 
poppies” for an upset hound; thcugh he advises 
young sportsmen, in a fatherly way, to havea biscuit 
and a glass of milk before going on a dawn shoot, 
“because you then dispense with taking spirit in a 
morning, the very bad habit of which should always 
be avoided, except in a country where the chances of 
ague might justify your taking a little purl.” 





Ahigher law 

The children of InSights, straight-shooters all, are 
surely a long way from such bad habits. Grains of 
poppies? What would a decent, houn'-dawg-own- 
ing family be doing with those? But in one respect the 
two groups of youthful gun-lovers are closely alike. 
They are invited to feel that they are exercising a free- 
dom that is under threat, and that they are beacon- 
carriers for the values held by their parents. Hawker 
felt that the spread of shooting to the working classes 
was lowering shooters’ behaviour and endangering 
the sport: there was talk at the time of tighter laws 
aimed at poaching but menacing shooting as such. 
To avoid that, he lobbied for the laws against both 
trespass and poaching to be strengthened. Shooting 
itself, he believed, was not only a right, but pretty 
much the best thing a boy could do. 

The мка too likes to show that it is on the law's 
side whenever it can. It does not object to back- 
ground checks on buyers, nor to many safety regula- 
tions. It is, in certain ways, the most fiercely law- 
abiding of organisations. But it objects strenuously to 
any law that suggests restrictions on gun ownership 
orgun use. There, a higher law is involved. 

For the NRA, this law, happily embedded in the 
constitution, is the right of the citizen to self-defence 
against both criminals and tyrants. For Hawker, it 
was the God-given right of (gentle)men to go out after 
game. With such rights to defend, it is perhaps inev- 
itable that children should be enlisted as early as 
possible as fighters for the cause. But it remains a pe- 
culiar, brutal and primitive way to introduce them to 
the adult world; and even the most gun-loving 
American should not wonder that it often misfires. m 
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The world in their hands | 


WASHINGTON, DC 


The president-elect’s. first big appointments—of Colin Powell and 
Condoleezza Rice—have not received the scrutiny they deserve 


FGEORGE BUSH* had nominated Nelson 
Mandela as his secretary of state and Joan 
of Arc as his national security adviser, he 
could hardly havebeen more widely lauded. 


The personal histories of retired General 


Colin Powell and Condoleezza Rice were re- 
counted and admired. almost everywhere: 
he, the son of Jamaican immigrants, escap- 
ing from the South Bronx torun the Gulf war; 
she, the daughter of a minister, getting out of 
race-tom Alabama (where a childhood 
friend. had been. killed in. an infamous 
church bombing) to become the Russian- 

- Speaking expert on the National Security 
Council at the time of the Soviet collapse. 
“Ап American hero and a great American 
story," Mr Bush called General Powell; "bril- 
liant" was his term for Ms Rice. These enco- 
mia were repeated and embellished almost 
everywhere. 

: Therecan hardly be any dissentingopin- 
dons about the personal qualities of these 
two; Asrole models for America's poor black 
minorities, they are impressive. They may 
even moderate, a little, the hostility of black 
Americans to the manner of Mr Bush's vic- 
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tory. But they are not being asked to provide 
compelling stories. They have been chosen 
to run American foreign policy. And here 
their records are, you might say, mixed. 
General Powell made his reputation as 
chairman of the Joint Chiefs of Staff during 
the Gulf war. The war was a crushing mili- 
tary victory and General Powell deserves 


credit for organising it But this defining epi- . 


sode was not the unalloyed personal. tri- 
umph that it appears. 

The general opposed the idea of a Gulf 
war. When Saddam Hussein invaded Ku- 
wait, he argued against a military response, 
telling Dick Cheney, then secretary of de- 
fence, “We can’t make a case for losing lives 
in Kuwait.” When President George Bush de- 
cided to confront the Iraqis anyway, General 
Powell argued in favour of a tough regime of 
sanctions, not an invasion. And when the 
Iraqis were driven out of their conquered 
territory, the general was in favour of ending 
the war immediately. 

General Powell is no isolationist, some- 
one who thinks American troops should be 
used only in the case of an attack on the 
















American mainland. He accepted 
American interests were at stake in the Gi 
He opposed the war not on principle but 
fear of casualties: he had been presented 
with estimates that ran high as 40,000. 


“his hypercautious reluctance to send troop: 


intodanger led him at that time to take 


sition no different from isolationistsin 


tice, though different in principle. - 
Moreover, his reluctance to use fo: 
not confined to the Gulf. In 1995, he c 
the bombing campaign against the Serbs c 
the ground that “nobody really thinks 
West} has а vital interest [in Bosnia.” 
“Powell doctrine”, as expounded in these 
two cases, seems to contain a remar! 
narrow definition of where America 
ests lie and when military action vni 
justified, . 
Ms Rice made her reputation at roughl 
the same time, during the two years | 


‘the collapse of the Soviet Union. Unlike 


Gulf war, this was far from America's 


; hour. The Bush White House was assiw 


Rice deserves little blame: as кыйы а 
on Soviet affairs, she һай а mid-level p 
tion, concerned mainly with staff wor 


_ basic decisions were made by then Presiden: 
Bush and his secretary of state and national 


security adviser (interestingly, the main 
sceptic at the time was Mr Cheney, who а 
gued that the collapse of the Soviet Unio 
was not against America’s global interests 

< М Rice can also claim credit for one di: 
tinctachievement: taking a firm line with the 


Soviet Union at the time of German unifi 


tion. When others were unduly concerned: 
about the Soviet reaction and seemed pre- 
pared to accommodate the Russians’ relu 
tance to. withdraw: their troops from: Ea 
Germany, Ms Rice rightly stood up for 
view that Russia should be allowed to 
nothing that would stand in the way of G 


` many'sunification. 


But if she deserves credit for this, she 
serves blame for a comparable Ё 
America's early underestimation of Bori 
Yeltsin. During Mr Yeltsin’s first trip 
United States in 1989, she overruled the ad- 
viceof the American embassy in Moscow oi 
how totreat him. Instead of being иѕћеге 
tosee the president through the front doo: 
the White House, the Russian leader merel 
saw Mr Bush senior during a stop-by visi 





*To mark his coming of age, The Economist calls on: the 
world to dispense forthwith with George Bush's "W, The j 
ink saved during his presidency will rival Lake Michigan. 
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NITED STATES. 


the National Security Coundl 

This slight culminated in à more funda- 
mental failure: while America was still hop- 
ing that Mr Gorbachev could reform the So- 
viet system, Russia and the rest were 
declaring independence. Any fool could see 
the Soviet Union was collapsing. It took the 
real brainboxes of the Bush White House to 
'geton the wrong side of history. 


Better than their pasts? 


` These episodes took place ten years ago. But 
“events since:then have only partly allayed 
thesuspicions they raise. 

In General Powell's case, you can point 
to two reasons for hope. First, America has 


“now fought two victorious wars of aerial 


bombardment—the Gulf war itself, and the 
war in Kosovo. Second, and more specula- 
tively, the technology that is making it possi- 
ble to fight such low-casualty wars (notably 
precision bombing) has advanced by an- 
other decade. Between them, these two 
developments тау have changed General 
Powell’s calculations about the threshold for 


“the use of force. 


His remarks at the time of his nomina- 
tion were largely about the importance of 
‘consulting America’s allies about the future 
of peacekeeping operations in the Balkans 
ind. the controversial anti-missile system 
on which he promised further. study, a 
hrase that might mean considerably post- 
poning the deployment of an ambitious 
-anti-missile shield). Although neither of 
these points formally redefines the old Pow- 
ell doctrine about when not to use force, they 
would both moderate it in practice because 
vv ofthestress General Powell laid on avoiding 
any unilateral action. 

. In Ms Rice’s case, the passage of time has 
merely added worries. In October, she sug- 
gested that American troops might be pulled 
out of the Balkans—a threat that (though 
subsequently moderated) alarmed Amer- 
`. ica's European allies and seemed to put her 
~ inthe same campas General Powell in pro- 

posing a strictly confined use of American 
force abroad. It is hard to tell how much to 

make of this: one possibility is that she was 

merely calling the bluff of enthusiasts for a 

European army, by saying: “If and when 

you are ready to police the Balkans, we are 

prepared to leave.” 
Whatever the truth, it is a reminder of 
the challenges facing the Bush foreign-pol- 
icy team. For all the problems America 
^: faces from rivals. and rogues, some of its 
-v toughest decisions have to do with its allies, 

notably how мато should accommodate 
the. European. Union's desire to have a 
» stronger defence identity and а European 
‘tapid-reaction force. Some Europeans, it 
“seems, would dearly love to start a “reverse 

` -Monroe doctrine” —we run Europe, you 
~~ ran the rest of the world (though they are 
cc notably reluctant to put. their: defence 
7 Spending where their mouth is). Perhaps 
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v ‘the Bush policy is just tocall the bluffofsuch * 


characters. But i£ the bluff-calling fails, an 
abruptchange in American policy towards a 
more restrained use of force abroad, and a 
considerably narrower national-interest de- 
finition when using it, could be more desta- 
bilising than it appears. 

For many Americans such a change is 
long overdue because (people hope) it will 
bring a greater degree of clarity and consis- 
tency to the conduct of foreign policy. But it 
contains à balance of risks and rewards that 
could easily be upset if carried outin a ham- 
handed manner. For this reason, Mr Bush's 
foreign-policy duo deserve to be treated 
with a wary respect rather than the hallelu- 
jahs that have so far welcomed them. 








California's power shortage 
Unplugged 


SAN FRANCISCO 


N DECEMBER sth, at five o'clock, the 

first lady of California helped a little 
boy to light the state Christmas tree. About 
half an hour later the governor, Gray Davis, 
switched it off. In the huge power crisis that 
faces the state, lighting 4,000 bulbs on a 
white fir looks like carelessness. 

On December 7th the state declared its 
first-ever "stage-three" emergency, meaning 
that 98.5% of its power reserves had been 
consumed and that a series of hour-long 
power cuts might be imposed on different 
regions. In the end, no such cuts were 
needed, partly because the state shut down 
theenormous pumps that drive water along 
its 600-mile north-to-south aqueduct, but 
supplies remained tight. This year California 
hasalso had more than 30 "stage-two" emer- 
gencies, when the system is at 95% of capac- 
ity. The previous annual record of stage-two 






emergencies was four. 

Why is this happening ata time «of year 
when consumption is usually lower than in 
theair-conditioned Californian summer? To 
start with, a quarter of the state's generating 
capacity is out of action, either because it is 
being repaired or because it comes from 
power stations that have already reached 
their air-pollution limit for the year. Some of 
these polluting power stations have now 
been switched back on, but the state still 
needs to look elsewhere for power. 

The places where it would normally find 
it, such as the states to the north, have less 
spare electricity than normal. A cold spell in 
thenorth-westofthe country has pushed up 
demand there, and the reservoirs behind the 
big dams in Washington and Oregon, as well 
as those in California, are unusually low, 
limiting the generating capacity of hydro- 
electric plants. Natural gas prices are at re- 
cord levels, too, which discourages firms 
with generators that run on this fuel from 
starting them up. 

Tomake matters worse, people's electric- 
ity bills have risen. When California deregu- 
lated the: electricity market in 1996, it ex- 
pected prices to fall. But as the state's 
booming economy has pushed up demand, 
the opposite has happened. Prices in the 
electricity wholesale markets, on which util- 
ities in different states trade power, have 
been pushed to unprecedented levels. 

On December 14th the price of electricity 
on the California Power Exchange reached 
$1,400 per megawatt-hour (a megawatt is 
enough for about 1,000 houses), up from 
around $30 an houra year ago. The price had 
risen sharply after California’s Independent 
System Operator, which manages the grid 
used for about 75%: of the state's. electric 
power, had lifted a price cap of $250 a mega- 
watt-hour on. December 8th, worried that 
the chance of selling electricity for better 
prices in states without caps was encourag- 
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NOTHER American courtroom drama 
may start in the new year, this one in 
California: On Janus sta law will 
into effect їп th 2 
American. insurar ims to мок 
with investigations into insurance policies 
that the slave owners of past times took out 
on their “property”. These inquiries could 
lead to a string of lawsuits by the descen- 
dants of slaves seeking reparations;and itis 
not only insurers who could be asked to 
reach for their wallets. 
Among the companies asked to reveal 
| any policies they (or their forerunners) 
wrote to insure slaves are Aetna, America's 
largest insurer, Ace and New York Life In- 
surance. Documents dug out by the South 
Carolina Historical Society reveal, for in- 
stance, that Aetna Life Insurance wrote in 
1856 a $600 policy for Sabrina, the 24-year- 
old slave of one Thomas Р. Allen, according 
to BestWire, a wire-service for the insur- 
ance industry. The records do not show 
whether the policy was ever claimed but, if 
it was, it would have been Sabrina's owner, 
notSabrina's family, who got the proceeds. 
In any country, reparations for past 
crimes are a complicated and emotional 
business. The American government has 
paid compensation to Sioux Indians for 
апа taken from them, and to Japanese- 
Americans who were interned during the 
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The children of slavery 


second world war. Only the descendants 
of slavery have not yet received a cent. Part 
of the reason is that it seems almost impos- 
sible to decide who should be liable for 
claims related to slavery, and for how 
much. Moreover, some black Americans 
have made outlandish claims, demanding 


$4 trillion as compensation for the injus~ tl 


tices their ancestors suffered. 


Negroes for $ 
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Property wrongs 


»4 "paying its existing customers promptly 


"very different company from the Aetna 


“found: that 53% of the. blacks. it ask 


Negroe Man-Cook, born in this Country, wh( thought that the government should co: 


-both black and white, plans to file a class 


“cessful defence of ОЈ. Simpson, is one of 






















If such claims are taken to thecourts;a | 
huge Pandora's box will be opened. Nearly |. 
everyone agrees that the wrongs of slavery 
were vastand thatitsconsequences are still | 

aded 135 years ago 


in EN companies 
slaves ini the past. Aetna, ла 


gracefully, has apologised for its role in ir 
suring slaves, but pointed out that it is 


Life Insurance of those days. 

Not surprisingly; Jesse Jackson is al | 
ready on the case. At this year's annual 
meeting of Rainbow/Push, Mr Jackson’ 
lobby-group, the black leader called for 
insurers to compensate descendants of 
slaves. In October,a survey by the Unive 
sity of Chicago and Harvard Universi 


up: And a group of well-known lawy: 


action lawsuit in the next few month 
Johnnie Cochran, notorious for his su 


them. 





ing California's generators to export electric- 
ity even in mid-crisis. 

Firms that generate their. own power or 
with contracts entitling them to power at а 
fixed rate have been able to sell electricity to 
the grid at a profit. Kaiser Aluminum in 
Washington state has laid off 400 workers, 
after concluding that the profit it would 
make from using electricity to smelt alumi- 
nium would be far outweighed by the profit 
itcould make reselling the power. 

But high prices are not helping the utili- 
ties much, since regulation still prevents 
them from passing on the price rises on the 
wholesale market to consumers. They now 
have to buy electricity for five times what 
they canssell it for. The debts they are running 
up have led several financial-rating agencies 
todowngrade the credit ratings of Pacific Gas 
& Electric and Southern California Edison, 
the state's two largest utilities. This has 
pushed up their costof borrowing, and fur- 
ther weakened their position. 

On December 15th the Federal Energy 
г. Regulatory Commission intervened by set- 
“ting a “soft” price cap of $150 per megawatt- 

hour on wholesale electricity, meaning that 
power suppliers could charge more than this 
but would have to justify themselves if they 
did so: It also required that 95% of electricity 
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deals be arranged more than a day ahead, to 
try tocut down the wildest swings of thespot 
market. The secretary of energy, Bill Richard- 
son, criticised the rerc for not being bold 
enough. 

Mr Davis, for whom the power crisis has 
brought the first really fierce criticism of his 
hitherto uncontroversial time in office, ob- 
jected that the commission had not gone far 
enough, and said that he was looking into the 
possibility of re-regulating the entire indus- 


try. Los Angeles, one of the few regions not . 


facing either power cuts or price rises, is 
drawing envious glances for its supposedly 
*outmoded" metropolitan power company, 
the object of scom a few years ago. As The 
Economist went to press, officials from sev- 
eral western states were due to meet Mr 
Richardson to urge him to make the whole- 
sale price caps firm, and other meetings were 
planned to discuss how to allow utilities to 
passon their costs to consumers. 

California will be glad just toget through 
the holidays without power cuts. But the un- 
derlying problem is that, although its de- 
mand for energy has risen rapidly in the past 
decade of boom, it has built very little new 
generating capacity. Perhaps candles will 
make a comeback. 
peo ETT PEU —— A 


Governing Texas 


Life after Bush : 


AUSTIN 














HE ghosts of Democrats past that haun 
the Texas Capitol may have spluttered 
during George Bush's victory speech in t 
state House of Representatives, when і 
heard the president-elect boasting about h 
friendly relations with their party. For all h 
bipartisanship, Mr Bush is leaving Texas 
much more Republican place than he found 
it. For the first time in history, Republi 
control every statewide office. Now the ў 
of defending that regime falls to Mr Bus! 
successor, Lieutenant-Governor Rick Perry 
Sitting at his desk beneath amammo 
painting of the siege of the Alamo, Mr P 
denies that the Republican ascendancy. 
Texas gives the party carte blanche to ignore 
those across the political aisle. Instead. 
talks about “bringing people together” an 
“reaching out" to Democrats. “Texas is a b 
partisan place,” he says. “It always has been, 
and I believe it always will be.” 
It is perhaps understandable that Mr 
Perry is hesitant to take a victory lap. Apart 
from anything else, he is humble enough to. 
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UNITED STATES 


realise that he did not as- 
cend to the governorship of 
Americas second-largest 
state by popular will. Ac- 
cording to one opinion poll, 
nearly 75% of Texans could 
not name Mr Perry when 
asked to identify Governor 
Bush's successor. More im- 
portant, Mr Perry has to 
show that his party's tri- 
umphs are evidence of a 
true Republican majority, 
not just a result of Mr Bush's 
personal popularity. 

In particular, the new governor must 
hold on to the Latino support that Mr Bush 
built up over six years. Latinos accounted for 
15.4%, or more than 1m, of the votes cast in 
Texas in November, and are now the key de- 
mographic group in Texan politics. That is 
partly because they are growing faster (be- 
tween 1990 and 1997, the Latino population 
in Texas jumped 25%, compared with a 9% 
increase for non-Latino whites during that 
time) and partly because, politically speak- 
ing, Latinos are up for grabs. 

In the past the Democrats took the 
Latino vote for granted. Mr Bush's “com- 
passionate conservatism" was an attempt to 
soften the image of the Republican Party. He 
advocated more liberal immigration poli- 
cies, appointed Latinos to prominent posts 
and campaigned vigorously in Latino dis- 
tricts during his re-election bid in 1998, when 
he won 40% of the Latino vote statewide. 

This year he trumpeted that success, but 
cynics think that Mr Bush's high numbers 
merely reflected the weakness of his opposi- 
tion. In their bid to overthrow Mr Perry in 
2002, the Democrats may well choose a 
Latino nominee: Henry Cisneros, а former 
boss of the Housing and Urban Develop- 
ment department, and Tony Sanchez, a mil- 
lionaire oilman, are both possibilities. Either 
man would give Mr Perry more of a battle 
than Mr Bush faced. This may explain why 
Mr Perry has spent his first days as governor- 
in-waiting emphasising bipartisanship and 
courting Latino politicians. In his first top ap- 
pointment, he tapped Henry Cuellar, a 
Latino Democrat from the border region, to 
be his secretary of state. 

Mr Perry seems a little uncomfortable 
with the “compassionate conservative” la- 
bel. But he says that hisown poor upbringing 
in rural west Texas helps him to understand 
the plight of those in Texas’s most wretched 
border regions. And, like Mr Bush, he plans 
tospend much of his time on education. 

"It all goes back to education,” he says. 
“You want the best economic-development 
programme in the state? You educate a child. 
You want the best crime-prevention pro- 
gramme in the state? You educate a child.” 
Whereas Mr Bush focused on literacy for the 
youngest, his successor puts more stress on 
improving public universities to develop the 
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Perry won as well 


state's booming technology 
sector. So far, that boom has 
largely employed young 
people educated elsewhere. 

Even though he started 
hiscareer asa Democrat, Mr 
Perry is now a darling of the 
conservatives, partly be- 
cause of his support of a 
school-vouchers bill in 
1999. Now he may move 
back to the centre. One issue 
on which he may prove 
moderate is crime. Texas has 
more people in prison and 
executes more than any other state. Talking 
of rural Texas, Mr Perry says sombrely: “I 
don’t want the sole focus of these communi- 
ties to be, ‘Gosh, let's go see if we can geta pri- 
son here.’ We've got plenty of prisons." 


= 





Education 


Flies in the 
ointment 


CHICAGO AND WASHINGTON, DC 


HE keyword in Washington, pc at the 

moment is “bipartisanship”. People 
who, a week ago, were threatening to tear 
each other's throats out are now locked in 
loving embraces. This bipartisanship is no- 
where stronger than in the area that George 
Bush wants to make the signature tune of his 
presidency, education policy. Everybody 
agrees that America needs better schools. 

Sois education Mr Bush’s ticket to bipar- 
tisan bliss? Alas, probably not. Some of the 
most divisive battles in the country are over 
education policy, notably school vouchers 
and affirmative action. And two recent fed- 
eral court decisions have all but guaranteed 
that both vouchers and affirmative action 
will find their way to the Supreme Court— 
and to the heart of Washington’s overheated 
political debate. 

In Ohio, the us Court of Appeals for the 
Sixth Circuit has upheld a lower court ruling 
that Cleveland's school voucher programme 
breaches the separation of church and state 





Hands up all who support vouchers 


required by the first amendment to the con- 
stitution. The programme, the most promi- 
nent in the country, serves nearly 4,000 poor 
students, 96% of whom use their vouchers of 
up to $2,500 to attend religious schools. 

Meanwhile, a federal judge in Michigan 
has upheld the right of the University of 
Michigan to use affirmative action when ad- 
mitting students. The university gives points 
to applicants for qualifications such as good 
grades and high test scores; it also gives black, 
Hispanic and American Indian applicants 
20 extra points, which is the equivalent of 
raising their high-school grade-point aver- 
age by one full point (from a C average toaB 
average, for example). Applicants also get 
bonuses for being poor (20 extra points), 
good at sport (20 points), a Michigan resident 
(ten points), or the child of an alumnus (four 
points). 

Judge Patrick Duggan agreed with the 
University of Michigan that a racially and 
ethnically mixed student body provides 
“significant educational benefits”. At the 
same time, he ruled that an earlier university 
admissions policy that evaluated white and 
minority applicants separately, using differ- 
ent criteria, was unconstitutional. 

The us Supreme Court is likely to have 
the last word on both vouchers and affirma- 
tive action. The court of appeal’s decision on 
vouchers conflicts with a ruling by the Ohio 
State Supreme Court that found the same 
Cleveland programme constitutional. 
“Cleveland seems to be the test case that 
both sides have been looking for. It has Su- 
preme Court written all over it,” says Clint 
Bolick, a lawyer for the Institute for Justice 
who helped to argue the pro-voucher case 
for Cleveland. 

The judicial signals on race and educa- 
tion are equally mixed. The Supreme Court 
has not ruled on the role of affirmative ac- 
tion in higher education since the 1978 Bakke 
case, in which the court allowed the use of 
racial preferences in admissions but banned 
explicit quotas. Since then, the legal land- 
scape has clouded. 

In 1996, the us Court of Appeals for the 
Fifth Circuit, which comprises Texas, Louisi- 
ana and Mississippi, ruled that the use of 
race in admissions to the University of Texas 
Law School was unconstitutional. Earlier 
this month, the Ninth Circuit 
Court of Appeals, which fields 
cases from nine western states, 
ruled just the opposite: a Univer- 
sity of Washington Law School 
affirmative-action policy (since 
abandoned) was within the con- 
stitution. The Supreme Court has 
been avoiding the “radioactive 
issue” of affirmative action, says 
Thomas Merrill, a professor of 
law at Northwestern University. 
But, he notes, “You can only do 
that so long.” 

— 
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The power behind the throne 


ORGET all the fuss about America finally having a president- 

€lect. The real news is that it has a prime-minister-elect. The 
presidency is being transformed into a monarchy—a symbolic of- 
fice occupied by the genial son of the ruling dynasty, surrounded 
by Bush family courtiers. And the vice-presidency is being up- 
graded into a prime ministership. 

An exaggeration, of course: but not a complete falsehood. In 
the first 36 hours after election night it was Dick Cheney, not 
George Bush, who made the key decision to ask his old colleague, 
James Baker, to head the legal team in Florida. In the next few 
weeks it was Mr Cheney, not Mr Bush, who was in command on 
the ground, spearheading the battle for public opinion, while the 
Prince Regent remained holed up 
in an isolated ranch that doesn't 
even have cable-rv. Mr Bush was 
rather more in evidence this week, 
appointing cabinet members, 
meeting Bill Clinton, Al Gore and 
Alan Greenspan, and so on. But he 
remained serenely above the fray, 
while Mr Cheney grappled with 
the details of the transition, а pro- 
cess that involves putting together 
a cabinet, selecting hundreds of 
|. high-level appointees, reviewing 
: the budget, and transforming 
vague. campaign pledges into de- 
tailed policy. 

“Saturday Night Live" has Mr 
‘| Bush complaining that “Dick Che- 

‚ ney is a demanding boss." A little 
unfair, but Mr Cheney is likely to 
be one of the most powerful vice- 
> presidents in history: chief of staff, 
First Lord of Congress and minister of defence, all rolled into one. 
Mr Bush has a strong penchant for Reagan-style government, set- 
ting broad goals rather than bothering with the details. 

The job in which Mr Cheney’s prime-ministerial role may 
seem most apposite is managing his parliament. The 50-50 balance 
of power in the Senate means that Mr Cheney will be forever up 
on Capitol Hill using his vote to break ties. But his role will reach 
much deeper than this. A former Republican whip who knows 
how to listen tocongressmen and round up the necessary votes, he 
has already been spending time up there building political capital 
with both parties. Dennis Hastert, the Republican Speaker, has 
taken the unprecedented step of offering Mr Cheney an office on 
the House side of the Hill, to go along with his spacious rooms on 
the Senate side. 

This is an astonishing upgrade for the office of the vice-presi- 
dency. Not that long ago the vice-president was little more than a 
glorified food-taster. President Eisenhower did not consult Rich- 
ard Nixon about any of his cabinet appointments, and spent 
` muchofhistimeinoffice trying to restrain his deputy's ambitions. 
Nixon appointed Spiro Agnew as his vice-president for the same 
reason that prostitutes in Renaissance Paris paraded with mon- 
keys on their shoulders: to prove how beautiful they were in com- 
parison. The office reached its nadir, at least in terms of public rela- 
tions, with Dan Quayle. The upgrading began with Mr Gore, who 
ran important chunks of foreign policy as well as domestic affairs. 
Butit will be taken to new heights by Mr Cheney. 

Sceptics argue that the real key to Mr Cheney's inffuence is 


. 4+ rather different. He embodies all the gravitas that George Bush 











` Jacks. He is a details man, whereas Mr Bush is broad-brush. He is a 


Washington insider, but Mr Bush prefers Texas. He has spent his 
entire life building a glittering resumé—he was President Ford’s 
chief of staff when he was only 34—whereas Mr Bush did not start 
his political career until he had turned до. Mr Bush tends to make 
the world's power brokers just a little nervous, with his mangled 
syntax and conviction that Texas is the measure of all things. Mr 
Cheney, on the other hand, is a calming presence, whether listen- 
ing intently or speaking in well-ordered paragraphs, his hands 
clasped in front of him like some all-knowing papal adviser. 

To the extent that this is true, opposites clearly attract. The two 
men’s warm bond has been strengthened by the long nightmare in 
Florida. Indeed, Mr Cheney pos- 
sesses two qualities that the Bush 
clan values above all others: loy- 
alty and team spirit. He is self-ef- 
facing toa fault. During a trip to the 
Soviet Union in the 1980s, he killed 
time by taking a pop psychology 
quiz on which career would fit his 
personality. The answer was fu- 
neral director. 

But there are also plenty of 
solid reasons why Prime Minister 
Cheney would be useful to any 
monarch. These. begin with the 
sheer range of his experience. He 
was secretary of defence during 
the Gulf war, He was Mr Ford’s 
chief of staff during one of the 
most difficult periods in American 
presidential history. Under Mr 
Ford he earned a reputation for 
organisational genius and team- 
building skills. At the defence department he proved that he could 
run the nation’s biggest bureaucracy at a time of huge strain. 

Next comes his wonderful network of connections. Mr Che- 
ney has close relations with an extraordinary range of power bro- 
kers in Washington. His time in Congress left him close to both Mr 
Hastert and the Republican leader in the Senate, Trent Lott. At the 
Pentagon he got to know Colin Powell well; and a young head of 
the council of economic advisers, Alan Greenspan, then suffering 
from a bad back, would nip into Mr Cheney's office to watch the 


news, lying on his rug. 5 

As well as helping with the Washington establishment, Mr 
Cheney will have a major rolein managing the right-wing Repub- 
licans whoarelikely togrow increasingly restive as Mr Bush tries to 
govern from the consensus-hugging centre. As a congressman, Mr 
Cheney had a record to the right of Newt Gingrich, voting even 
against a resolution urging the release of Nelson Mandela from pri- 
son. Tom DeLay is one of his protégés. His wife, Lynne, is a hero of 
the right for her campaign against political correctness when she 
ran the National Endowment for the Humanities. 

But for all his wonderful qualities there is one nagging doubt 
about Prime Minister Cheney: his heart. He has had four heart at- 
tacks since 1978, a quadruple heart-bypass in 1998, and another 
operation after the most recent episode during the Florida recount. 
Already, there are wince-making jokes doing the rounds, explain- 
ing that Mr Bush is only one heartbeat away from the presidency. 
A little unfair, again. But it might end up being better for both the 
young monarch and the older counsellor if, over time, the Cheney 
premiership gave way to а more orthodox vice-presidency. 
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PORTO ALEGRE AND SAO PAULO 


and happier side to the story 


GGTS IT true that in your country parents can be 

jailed for beating their children?" 16-year-old 
Jose asks your correspondent. Clearly there is no 
need to ask what made him run away from home, to 
become, briefly, one of Brazil's "street children", 
Luckily for him, the city on whose streets he ended 
up sleeping is Porto Alegre. Its municipal council this 
year, for the second year running, won an award 
given by the Abring Foundation, a Brazilian chil- 
dren’s rights charity, to the local authority with the 
best social services for children. After only a short 
while on the streets, Jose now sleeps in a council-run 
dormitory and spends most of his days in the city’s 
“Open School”, which allows current and former 
street children to come and go as they please, aiming 
gradually to draw them back to something like a nor- 
mallife and perhaps to an education. 

It was a murky day in the southern Brazilian 
winter when The Economist met Jose, and Porto Ale- 
gre’s streets were anything but the cheerful that ale- 
£re means. So the Open School had a fair number of 
youngsters, mostly boys, in attendance. While the 
youngest ones play board games, the older ones, in 
between bouts of kicking a football around, tend the 
centre's vegetable garden or learn paper-making— 
picking up, perhaps, the beginnings of skills that will, 
maybe, make them employable one day. Ask about 
their lives, and their responses vary from the eva- 
siveness of Jose, who prefers to fire a barrage of ques- 
tions back, to the bravado of 13-year-old Ismael, who 
| recounts,as though it werean adventure, how he and 
his friends used to sleep behind a shopping centre, 








Hope for the no-hopers 


The sufferings of Brazil's *street children" are notorious, and rightly so. But there is another 


and laughs as he tells of the beatings they got from 
policemen who caught them sniffing glue. 

Nearly all the Open School's users still abuse 
some substance or other, a habit picked up on the 
streets to fight off hunger, cold and fear, says Malu 
Reis, one of the social workers-cum-teachers at the 
school. Glue is one favourite, another is lolo, a mix- 
ture of shop-lifted solvents and medications, snorted 
with the aid ofa perfume spray. Daniel, aged 16, looks 
as if he is just coming through the withdrawal symp- 
toms of his last binge. Does he think that now he is 
off the streets he will be able to come off drugs? “It’s 
difficult,” he sighs, shrugging his shoulders. And 
these, the drug sniffers, are the easy ones to rescue, 
says Ms Reis: there are still groups of youngsters 
sleeping rough near the city's bus station who are 
druginjectors, and who mostly reject offers of help. 

The clamour within Brazil over the plight of its 
meninos da rua, its street children, had been grow- 
ing since its return to democracy in the mid-1980s. 
Then, in July 1993, the whole worlc's attention was 
drawn to the issue, when eight children sleeping in a 
square in the centre of Rio de Janeiro were massacred 
by off-duty policemen. The ugly details—those who 
tried to flee were hunted down and despatched with 
a bullet in the back—and the apparent indifference 
of the authorities guaranteed massive media cover- 
age. Soon the world had read of packs of feral chil- 
dren roaming the streets of Brazilian cities, hunted 
down like rats by exterminators hired by shopkeep- 
ers fed up with the children’s pilfering. 


Well. The Candelaria massacre, as it came to be > 
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known, was the worst case, but indeed no isolated 
one. Most of Brazil’s big cities have street children 
and the children do suffer violence, if mostly from 
drug dealers who use them to make deliveries and 
shoot them if they cause trouble. But they are not the 
“millions” that some people claimed after the Can- 
delaria horror. This year, 100 researchers from Е1РЕ, 
an independent body, spent nine nights on a sweep 
of the whole of Sao Paulo city, with its 10m people, 
one Brazilian in 16. They found only 609 children 
sleeping rough, many together with adult relatives. 
That still adds up toa lot of misery. Why are they 
there? Stela Graciani, professor of community stud- 
ies at Sao Paulo’s Catholic University, says Brazil's cit- 
ies have had many street-dwellers, adults as well as 
children, since the start of the big migrations from the 
countryside in the 1930s. These have slowed, but a 
more modern factor is now driving children on to the 
street: the fragmentation of families, especially the 
very poor. Parents split up (if they were ever living to- 
gether), the mother finds a new partner who resents 
the presence of another man’s offspring and neglects 
them, or worse. In these conditions, a child might feel 
he (or she, not all are boys) is better off trying his luck 
on the streets. And given the vigour of domestic vio- 
lence in Brazil’s poor families, he might well be right. 


Things can be made better 


Though family breakdown may be hard or impossi- 
ble to prevent, something can be done to help its vic- 





tims. Porto Alegre is one of a handful of cities— 
among them are two other 
ports, Santos, the port of Sao 
Paulo, and Belem, in the 
north—that are trying. The ser- 
vices they offer are modest: a 
shelter where the children can 
sleep, eat and wash; a day cen- 
tre staffed with a few teachers, 
drug counsellors and so on; 
and some staff to patrol the 
streets at night looking for 
children in need. So why do 
other cities not do likewise? 

A simple lack of public 
spending, say some critics: let 
the authorities worry less 
about balancing the books 
and repaying greedy creditors, and spend more on 
vital social services. The issue, though, is not how 
much is spent, but what it is spent on. If the federal 
government would sort out the red ink of its civil- 
service pension scheme, for example, it could give 
city councils more to help children in need. And 
when these fail to provide decent services, it is often 
not money that is lacking but political will, compe- 
tence, co-ordination and continuity. 

In Sao Paulo, for example, much of the city hall's 
income in recent years has been skimmed off by cor- 
ruption. But even such projects for the homeless as 
do exist are disjointed and therefore inefficient, says 
Alair Molina, of rire: the various departments of the 
council fail to co-ordinate with each other or with 
the various charities. So people sleeping in one street 
may get fed and attended to twice in one night, while 
those in another street are entirely neglected. 

Sao Paulo used to have a better-organised sys- 








Porto Alegre: some adults 





tem, says Ms Graciani. Charities, under contract to 
the city, looked after the street children. But this 
stopped after the 1992 elections, when a new admin- 
istration, with other priorities (showy public works, 
notably) came to power. Porto Alegre’s street chil- 
dren are luckier: their city has been run by the left- 
wing Workers’ Party for the past dozen years (and 
will be so for four more, thanks to a recent election). 
Yet Santos’s schemes have carried on under both left- 
wing and right-wing administrations. Continuity 
can be achieved, if the political will is there. 


The beggars 


Besides street-dwellers, there is hope also for the 
many children who, though they have a home, are 
sent out during the day by their parents to beg. Sev- 
eral cities and states now offer the parents a welfare 
payment conditional on their children attending 
school. It seems to work, and is being copied in other 
countries. True, in Brasilia, one of the cities that pio- 
neered the idea, a new city boss elected in 1998 
scrapped it, arguing that the beneficiaries just spent 
the money on booze. But success in other places is 
making it ever harder to argue that keeping children 
off the streets is impossible, so not worth trying. 

Even in chaotic Sao Paulo, some street children 
are able to overcome their misfortune and look back, 
almost fondly, froma relatively normal adulthood at 
their past life. Meire Mattos, for instance: her mother 
died when she was an infant and she was sent to live 
with an aunt, ending up on the streets at the age of 
seven, when the aunt took 
ill and could no longer look 
after her. She spent years 
living in the cathedral 
square with a gang of about 
20 girls, begging, stealing 
and sniffing glue. She man- 
aged to avoid serious vio- 
lence, she says, though she 
did see the police shoot a 
young boy, and she herself 
spent several stretches in 
Sao Paulo's brutal “Febem” 
young-offender centres (the 
name comes from the Por- 
care tuguese for "foundation for 

the welfare of minors"; in 
facteven the streets provide more welfare than some 
of these hell-holes). 

Of her gang, she reckons about a third are in pri- 
son, a third are still on the streets or dead, and a third, 
like her, have escaped. She herself was found by Ms 
Graciani, who, before becoming a professor, pa- 
trolled the streets for a children's charity. Ms Mattos 
£ot a place to live and the chance of an education. 
Now she works as a clerk at the university, and has 
just sat its entrance exam. She hopes to be able to 
study information technology, and later to teach it. 

And was her childhood all misery? She admits 
she tries to forget the bad side, but no, she says. The 
worst thing was "never being able to sleep in peace— 
there was always someone up to something, you had 
to sleep with one eye open." Yet she never felt envy 
for the better-off children she saw passing by. In- 
deed, “I learnt some good things on the street: how to 
make friends, how to appreciate what you have." m Es] 
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Ecuador drifts between 
opportunity and deadlock 


ошто 


Dollarisation and the high oil price have given one of South America's most 
troubled countries a breathing-space. It is not making the most of it 


ARIA DOLORES ORTIZ has a small 

shop selling dresses and baby clothes 
at the smarter end of the main street of Lucha 
de los Pobres (Struggle of the Poor), a shanty- 
town whose half-finished breeze-block 
houses sprawl over a hillside on the southern 
outskirts of Quito, Ecuador's capital. “А year 
ago it was terrible. I was going to close the 
shop,” says Ms Ortiz. “Now things have got a 
bit better. People are buyinga little.” 

A year ago, Ecuador was indeed in a 
sorry state. Its economy was imploding. GDP 
shrank by 7.3% in 1999. Much of the financial 
system collapsed, as did the currency, the 
sucre. And the government defaulted on 
some of its debts. Amid popular discontent, 
the president, Jamil Mahuad, announced a 
plan to adopt the dollar in a desperate bid to 
stave off hyperinflation. Days later, Mr Ma- 
huad was forced out by the armed forces, 
after dissident officers had joined with an 
Andean Indian farmers’ movement to seize 
Congress. Pressed by the United States, the 
generals handed power to Mr Mahuad's 
vice-president, Gustavo Noboa. 

A year on, the prospects have improved. 
Mr Noboa pushed ahead with dollarisation; 
the last sucres were withdrawn in Septem- 
ber. That has restored some confidence, as 
have high prices for oil exports and a $2 bil- 
lion bundle of international loans organised 
by the mr. The economy will expand by 2% 
this year; money has trickled 
back to the banks; and agree- 
ments have been reached with 
creditors. 

Ecuador is now at a turn- 
ing-point. The speed of its re- 
covery has surprised many, 
not least the rMr, whose offi- 
cials were openly sceptical 
about dollarisation. But the re- 
covery is still incipient. And in 
the past few months Mr No- 
boa's reform efforts have 
started to bump up against 
some familiar obstacles. 

If dollarisation is to work, 
thegovernment must make big 
policy sacrifices: it has perforce 
to renounce exchange-rate and 
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Dollars, but not much political sense 


monetary policy and, since it can no longer 
use inflation to balance its books, it must also 
be strict in fiscal policy. So if the economy is 
to grow, Ecuador must attract capital from 
abroad, and increase productivity. And to 
adjust to external blows, the labour market 
must be flexible—and the government must 
give help to the displaced. 

Already, Ecuador's politicians are back- 
sliding from this strict re- 
gime. Oddly, the Central 
Bank still has a monetary 
policy: it has imposed caps 
on bank lending rates—in 
theory to fight “usury”, in 
practice to help politically 
powerful debtors. And 
buoyed by oil money, the 
govemment has been 
quick to increase wages, but 
slow to honour Ecuador's 
promises to the IMF to raise 
value-added tax, and to cut subsidies on 
petrol and cooking gas. 

One result is that inflation is coming 
down, but only slowly: it is still running at 2% 
amonth. Annualinflation will not reach sin- 
gle figures until 2002, reckons Gustavo Ar- 
teta, an economic consultant. So exporters 
are losing some of the competitive advan- 
tage they gained from the sucre's final, huge, 
devaluation. Another result has been ten- 











sion with the mr. But Мг Noboa seems keen 
to avoid a rupture. On December 15th, he let 
Luis Yturralde, the mediocre finance minis- 
ter, resign. His replacement will be Jorge 
Gallardo, who held the job earlier this year 
andis respected by investors. 

It will not be easy to attract foreign in- 
vestment. The government's reform plans 
are in trouble. Since August, Mr Noboa has 
lacked a majority in Congress. The constitu- 
tional tribunal has ruled that 44 articlesof an 
economic-reform bill are unconstitutional, 
including measures to allow private invest- 
ment in oil production, and to make labour 
laws more flexible. 

Political squabbling has done nothing to 
increase investors' confidence in Ecuador's 
legal framework. Officials are counting on 
the privatisation of the telecoms and elec- 
tricity industries to bring in some $4.5 billion 
in (mainly foreign) invest- 
ment, with more from 
joint-ventures in oil. They 
say that the privatisation 
programme will start next 
year on schedule. But that 
now looks unlikely. 

The other big hope is a 
long-planned new pipe- 
line, which would allow a 
doubling of oil exports and 
at the same time make new 
exploration more attrac- 
tive. Mr Noboa has pushed forward with 
this scheme; a contract is due to be signed in 
February. But, ominously, the country's ex- 
isting pipeline was bombed twice last week, 
killing eight people. The suspects include 
Colombian guerrillas, and even Ecuadorean 
army officers, angered by a row about how 
much oil money should go to the army. 
Meanwhile,oil prices are falling fast. 

Many of these troubles have a familiar 
ring. For the past two decades, 
political deadlock has stymied 
efforts to reform Ecuador, and 
led to mounting instability. Mr 
Noboa is the fifth president 
since mid-1996; the tenure of fi- 
nance ministers averages a few 
months. “All the parties wob- 
ble between rationality and 
populism—rather than econ- 
omic policy proposals, they 
have corporate interests," says 
Simon Pachano, of Flacso, a 
Quito university. Thus privati- 
sation is widely seen as a ruse 
to advance private interests at 
public expense. 

This deadlock has had 
disastrous consequences: in- 
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come per person now stands at 1980 levels, 
апа some 400,000 Ecuadoreans emigrated 
t lastyeartoseek work abroad. In Lucha de los 
27 Pobres, for example, many women. have 
- gone to work as maids in Spain and Italy. 
Mr Noboa, a university rector, started 
with two advantages: he was an outsider, 
without political debts, and the politicians 
were temporarily scared out of their squab- 
bles by the coup. Thanks to the relative suc- 
cess of dollarisation, he remains popular. 
Protests against the dollar by trade unions 
and an Indian farmers movement have 
i: faded. But unless Mr Noboa succeeds in 

_ "breaking Ecuador's renewed political dead- 
lock, dollarisation will not deliver growth. 

iS Sa Re M PTS m‏ ا ت م 







Peru 
Mega scam 


LIMA, 


A MONTH after the sudden fall of Alberto 
Fujimori, Peru’s caretaker government 
is still trying to make sense of the extraordi- 
nary mesh of intrigue and corruption his re- 
. gime left behind. And it has yet to establish 
the whereabouts of Vladimiro Montesinos, 
Mr. Fujimori’s disgraced intelligence chief 
ho vanished after returning home on Oc- 
‘tober 23rd from a brief sojournin Panama. 
55 "Asubcommittee of Congress investigat- 
ing Mr Montesinos has heard some startling 
claims. Federico. Salas, Mr Fujimori’s last 
prime minister, said that Mr Montesinos 
had recruited him for the post using an 
. arms-trafficker às а go-between. Mr Salas 
у negotiated terms ata meeting with the intel- 
ligence chief at his headquarters: $30,000 a 
.. month on top of the official salary—itself a 
~~ generous $10,000 per month. 
: Mr Montesinos was for ten years Mr Fu- 
с Jimori's closest adviser and chief political 
42 fixer. The evidence suggests that he ran а vast 
racket of embezzlement, bribery and black- 
.' mail. Using such methods, he controlled the 
“army, Congress, the courts and the media. 
His tentacles may have reached into drug- 
trafficking, as well as arms deals and influ- 
ence peddling. à 
Swiss prosecutors have frozen more than 
$тот in17 accounts linked to Mr Montesi- 
nos. Much of this money appears 10 have 
come from commissions paid on arms deals, 
according to Jose Ugaz, a special prosecutor 
-in Peru appointed to investigate the former 
spy chief. He reckons that, in all, Mr Monte- 
sinos and his-cronies:-may have pocketed 
x several hundred million dollars. : 
: In particular, suspicion has fallen оп 
Peru's purchase of 18 elderly MiG-29 aircraft 
and some Sukhoi su-258 from Belarus in 
1996; and a later purchase: of three MiGs 
from. Russia, According to: media reports, 
: Peru paid a total of $770m for these aircraft; 
or up to $650m more than they were worth. 




















At Mr Ugaz's request, the defence 
minister has ordered an audit of all- 
military purchasessince1990. ` 
Then there is the drugs trade. A 
retired colonel, Oscar Cordoba, said 
last week that, when he was an army 
inspector in the drug-growing Hua- 
Пава valley area in 1992-93, he inves- 
tigated reports of light aircraft land- 
ing at an army. base, dropping off 
dollars. and taking on drugs. Colonel 
Cordoba said that his reports on this 
to his superiors were ignored. Pros- 
ecutors are also likely to take a fresh 
look at claims made in 1996 by acon- 
victed . drug-trafficker, Demetrio 
Chavez (known as Vaticano"), that 
he paid Mr Montesinos $50,000 а 
month in protection money. 

Years of digging lie ahead, if Peru 
is ever to know what happened. “Investigat- 
ing Montesinos does not mean investigating 
one man;it means investigating 1,000 to 1,500 
people," says David Waisman, the president 
of the congressional subcommittee. Mr Ugaz 
says he has a list of 200 suspects; it could take 
years before most of them face a court. He 
will start investigating them only when Con- 
gress passes a law barring suspects from 
leaving the country; several have already 
gone. The new government also wants ap- 
proval of a law to protect witnesses and to 
encourage plea-bargaining. 

And what of Mr Montesinos himself? 
Three army officers who were his body- 
guards claimed they had sailed with him on 
a yacht to the Galapagos Islands. They said 
he then went to Costa Rica, whose govern- 
ment reports that a man travelling on a Ven- 

























ezuelan passport, believed to be Mr Monte- 
sinos, left on a private plane to Aruba in the 
Caribbean. A Peruvian legislator accused of 
helping the escape was arrested this week. 
And Мг Fujimori? He claims, implausi- 
bly, to have known nothing of his Closest ad- 
viser’s doings. There have been claims that 
the former president had bank accounts in 
Singapore, Japan and Panama; that he paid 
his children’s college fees with slush funds; 
and that his 1990 presidential campaign re- 
ceived фит from Pablo Escobar, a Colom- 
bian drug trafficker. But there is no evidence. 
Sooner or later, Mr Montesinos is likely 
to face justice. As for Mr Fujimori, at the least, 
he owes his country an explanation as to 
why he spent more than $1 billion from pri- 
vatisations on dubious arms deals. 





OTTAWA, 


N MILITARY as well as economic mat- 
| ters, Canada is a close partner of the 
| United States, but that does not mean the 
neighbours always see eye-to-eye. Take 
for examiple, the national missile-defence 
system proposed by the United States, 
and strongly supported by George Bush. 
This matters particularly to Canada, a 
| partrier since 1958 in the North American 
Aerospace Defence Command (Norad), 
whose object is to detect and destroy air- 
craft or cruise missiles. Under the pro- 
posed defence system against ballistic 
missiles, the first 20 interceptors would be 
based in Alaska. But Norad's Canadian 
deputy commander, General George 
MacDonald, has said that the joint com- 
mand. should assume responsibility for 
the new shield; if Canada opposed its de- 
velopment, it might have to leave Norad. 
Some Canadians disagree: Lloyd Ax- 
worthy, who retired as foreign minister 








Canada's missile bind 


shortly before the federal election last 
month, was a vehement opponent of the 
missile-defence scheme, which he saw as 
costly, unproven. and likely to trigger а 
new arms race. But John Manley, the new 
foreign minister, is more equivocal than 
Mr Axworthy on the issue. 

Not so Russia's president, Vladimir 
Putin,as he told Canada’s prime minister, 
Jean Chrétien, during a visit to Canada 
this week. Russia. says missile defence 
would endanger the Anti-Ballistic Missile 
Treaty and nuclear arms control. Canada, 
said. Mr Putin, could act as “a mediator" 
between Russia and the United States. ; 

That puts Canada “in a bind", said Mr: ^ 
Chrétien, since geography has placed it | 
between the two. His government wants 
"to assess all the consequences". Transla- 
tion: while Canada is happy to talk to Mr 
Putin about trade and aid, defence is an- 
other matter. 
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| Nearly a century ago. 
like today's Isra 


E ONLY it could have come true. By 1948, many 
thought it had: after iwo millennia of exile, the 
Jewish people had a homeland, in the land where its 
е . But it was not the homeland 

Theodor Herzl, the founder of mod- 

n his visionary novel “Altneuland”, 

| published in 1902. Herzl had made the mistake that 
many ‘Zionists have made, or chosen to make, after 
him. His "old-new land" was not “a land without a 
people for a people without a land". A century ago, 
Palestine, part of the Turkish empire, was indeed 
thinly populated. But people there were, and most 








op were not Jews. In Нега dream, the existing Arabs 


welcomed the vigorous newcomers whom he imag- 
ined settling there in the 1920s, and the new society 
they created. Even before that decade, in the real 
world, was. over, he was to be 


Dreaming. | f Altneuland 


е founder of modern Zionism imagined an “old-new” land. m 
luch like, but also much unlike 


| A BLUEPRINT 
| OF ISRAEL 


























often tight with emotion. It was almost 36 years... Then 
come “enlightenment”, the break with all that was Jewis 
and the leap into the void. At this Seder table, he seemed to 
himself a prodigal son returned to his own people. 
But this is not every family's Seder. One guest is Frie- 
drich's friend, the older, wealthy Adalbert. Kings- 
court (by origin, von Koenigshoff; à German noble- 
man), with whom he set out 20 years earlier on the 
travels that brought them to Altneuland. There are 
three Christian clerics. And, amid the harmony of 
faiths, the guests listen to an account, on à phono- 
graph roll, of the achievements of the New Society for 
the Colonisation of Palestine. Altneuland isa land of 
town planning, engineering, lively commerce, indus- 
try, mechanised farming. It has a mixed economy, 
with many co-operatives. It is run by a benevolent 

























proved bloodily wrong. 

His mistake was less obvi- 
ous in 1902 than it looks now. 
Europe still believed in its right 
to colonise the world, and the 
benefits it brought by doing so; 
within the past 20 years, the 
| British had taken control of all 
| Egypt, not justa sliver of the Le- 
vant. Besides—though i itis hard 
“to spot in the book—Herzl's fu- 
ture Altneuland was not inde- 
pendent, but still under Turk- - 
ish rule, part of an empire їй 
which, іп 1902, people of ump- 
teen nationalities and faiths: 
did in fact co-exist. Bulgars, - 
Anatolian Greeks, Armenians, ў 
Syrians and sundry other Mus- Ш 
lims: they all had their place, 
not always comfortable, but, on the whole, theirs, 
and they had learned to live with their different 
neighbours. Why not a Jewish place, and a people 
livingin harmony with its neighbours, indeed its fel- 
low-citizens? Herzl, after all, had just been trying to 
negotiate that very thing with the Turks. 


A Jewish land, or justa land of Jews? 


At the time, the criticism directed at his book was 
quite different. To the many non-Zionist Jews, this 
was just another flight of a fantasy that threatened 
their position in West European societies. To many 
‘others, especially in Eastern Europe, the trouble was 
thatHerzl's place was more new than old, and notes- 
pecially Jewish. They were half right. Seen from to- 
day, Altneuland is essentially a bit of comfortable, 
cultured, bourgeois 1900-ish Vienna transplanted to 
4 the Levant by people who happen to be Jews. 

It's true that at a Passover supper Herz!’s hero, 
Friedrich Loewenberg, a Jew who had found that 
‘condition in Vienna curse, nota blessing, 


pronounced the Haggadah with a penitent's zeal, his throat 




























technocracy. There. 15 voting, 
but little politics: “our courts 
have repeatedly ruled that the. 
term ‘professional. politician’ 
is an insult". And Jewish cul- 
ture, Jewish: faith? The com- 
mon tongue is Yiddish. The 
Temple has been rebuilt. But 
the book's most visible rabbi, 
one Dr Geyer, heads notasyn- 
agogue, риса faction within 
the New Society. 

He is hostile to further im- 
migration, and. non-Jewish 
membership in the New Soci- 
ety. The book's second hero 
—~in truth, its real one—David 
Littwak, son of an ex-peasant 
street pedlar in Vienna; pro- 
claims, in contrast, that 


the New Society rests on ideas that ate the common stock of 
the whole civilised world... It would be unethical to deny a 
share in our commonwealth to any men, wherever from, | 
whatever his race or creed. | 
One of Littwak's friends is Reschid Bey, а Berlin- | 
educated Muslim whose father 
was among the first to understand the beneficent character 
of the Jewish immigration... Reschid himselfisa member of 
our New Society. 
Reschid is very clear about it. "Were not the old in- 
habitants ruined by the Jewish immigration. Didn't 
they have to leave?” Kingscourt asks. No, he replies: 




























It was a great blessing for all of us. Naturally the landowners 
gained most, because they were able to sell to the Jewish 
society at high prices... [But] those who had nothing stood 
to lose nothing, and could only gain. And they did gain: 
opportunities to work, prosperity. Nothingcould have been 
more wretched than an Arab village at the end of the 19th 
century. The peasants’ clay hovels were unfit for stables. The 
children lay naked and neglected. Now everything is differ- 
ent. They benefited from the progressive measures of the 
New Society whether they joined it or not... These people 
are better off than at any time in the past. | 











"You're queer fellows, you Muslims," Fingseouit | 
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goes on. "Don't you regard these Jews as intruders?” 
You speak strangely, Christian. Would you call a mana rob- 
ber who takes nothing from you, but brings something? The 
Jews have enriched us, why should we be against them? 

But do ordinary Arabs think the same? 
They more than anyone, Mr Kingscourt. Excuse me, but it 
was not in the West that І learned tolerance. We Muslims 
have always got on better with the Jews than you Christians. 

As for centuries was true. And the members of 
the New Society think likewise. In the vote for its con- 
gress, the prejudiced Dr Geyer comes nowhere, Litt- 
wak triumphs and then becomes the society's new 
president, the obvious candidate, the older man who 
built Altneuland, having stood down in his favour. 

It's a classic secular-Zionist vision. There were 
moments in the real 1920s when some serious people 
believed it possible. But it was always utopian, prob- 
ably even in the conditions of 1902. Even by the 
1930s—long before the anti-colonial upsurge after 
1945,0r the mass Jewish migration to Israel—the Arab 
Revolt in British-mandate Palestine was to prove this 
bit of Herzl's dream a pipe-dream: you can't flood 
foreigners, however deserving or skilled, into a re- 
gion and expect that they'll be welcome. 

Here is the missing element in “Altneuland”: ex- 
cept that the New Society runs a farm penal colony, 
there's not a hint of force, not even Turkish force. In 
reality, some Jewish settlers, quite early, had at times 
to carry guns. And today's Israel, though it doesn't 
say so too loudly, owes its creation and survival no 
more to Herzl than to the harsh realists of Zionism, 
men like AvrahamSternor the young Menachem Be- 
gin, who argued that if Jews were to have their state, 
or indeed a future, they would do so with a rifle at 
their sides or not at all. In Herzl's dreamland, all is 
done by worth, thought, skill and civilised decision. 

Indeed, having defeated malaria in Palestine, 
one scientist dreams of doing the same in Africa, thus 
making “vast areas available for the surplus popula- 
tions of Europe", and for black Americans too: 

Ihave lived to see the restoration of the Jews, I should like to 

pave the way for the restoration of the Negroes. 
Lifeshould be that simple. Visionary as he was, when 
Herzl wanders off his main point in this novel, he is a 
child of his time. He depicts harshly the anti-Jewish 
hostility that pushed Friedrich to leave Europe. But, 
with mass emigration to Altneuland, and thereby 
less "Jewish competition", that hostility, avers one 
recent migrant, “has ceased to exist". Still less does 
Herzl foresee (any more than did others, far later) 
even a hint of the Nazi horrors that were to come. 


Greening the desert 


In some other ways, though, Altneuland is not too far 
from the real Israel, at least in its early decades. 

The first step to it was to buy land, before the New 
Society's plans became public knowledge; then, hav- 
ing asked the Turks for the time being to maintain 
controls on immigration, to select suitable immi- 
grants. Prefabricated housing was bought from 
France, timber from Sweden, iron from Germany, all 
this, and the shipping, being centrally organised. 
Supply of the countless everyday items, however, 
was put out to tender by European department 
stores, carefully scrutinised for any hint of a cartel. 
These set up branches, and as the new markets flour- 
ished, manufacturing sprang up. Railways were built 


right and left, with American and (improbably) Rus- 
sian capital, interest payments being guaranteed by 
the New Society. And hey presto, at Swiss Family 
Robinson speed, Altneuland’s economy was born. 
Not without dispute. Its main organiser 
was reproached for enriching the businessmen. I did not 
mind... If firms made large profits, | was content. Our own 
cause was served, People will rush to a place where gold 
grows out of the earth, How it grows does not matter. 
Yet, though the economy is mixed, the New Society 
itself is “a syndicate of co-operative societies, a syn- 
dicate that comprises industry and commerce [and] 
keeps the welfare of the workers in mind.” Shades of 
early Israel’s Histadrut. No pure kibbutzim are visi- 
ble, but farming is mainly done by co-ops. One may 
farm for oneself, but actual members of the New 
Society cannot own land; Reschid Bey has sold his 
orange groves to it, then leased them back, on the 49- 
year lease later used by the Jewish National Fund. 
And sure enough the newcomers have made the 
desert bloom. Indeed, they are even smarter than the 
real Israelis. Fora start, they have dugacanal from the 
Mediterranean to the Dead Sea, and use its final falls 
for hydro-power, enabling them to employ electric 
ploughs, instead of the draught cattle that they first 





planned to import. More than that, from the Dead 
Sea they draw “great quantities of fresh water" for ir- 
rigation—a miracle of chemistry that Herzl wisely (or 
not noticing, one suspects) does not further explain. 

His real lesson, though, was for the Jews of his 
day. In Altneuland “religion had been excluded from 
public affairs”, and its extremely vigorous cultural 
life rings more of Vienna than Jerusalem. But there, in 
the Old City, are two new buildings. One, oh dreams, 
is the Palace of Peace, the other—site unspecified— 
the new Temple. Seated in this, Friedrich reflects: 


What a degraded era that was, when Jews had been 
ashamed of everything Jewish... They need not have been 
surprised at the contempt shown them; they had shown no 
respect for themselves. 

And out of those depths they had raised themselves. 
Jews looked different now, because they were no longer 
ashamed of being Jews. Other nations were grateful to them 
when they produced some great thing; but the Jewish peo- 
ple asked nothing of its sons except not to be denied. 


That part of Herzl’s dream has been wholly 
achieved. One can wonder what he would have 
thought of another people trying today—albeit by 
worse methods, because the world paid no attention 
to good ones—to achieve a land and an identity. m 





THE ECONOMIST DECEMBER 23RD 2000 


INTERNATIONAL 





Having seen off Bibi, 
Barak faces Arik 


JERUSALEM 


The Israeli prime minister's stratagem to exclude his most dangerous rival 
from the election in February seems to have worked, after all 


OLITICAL obituary writers have been 

confounded: Ehud Barak's resignation 
gambit, designed to block Binyamin Net- 
anyahu from running for prime minister, 
seems to have tumed out right. Mr Barak will 
now face Ariel (Arik) Sharon, the Likud’s 72- 
year-old right-wing leader, on February 6th. 
This is a much less daunting prospect than 
fighting the suave, popular Mr Netanyahu. 

Meanwhile, Mr Barak’s negotiators are 
holding talks in Washington this week with 
Palestinian ministers, the first diplomatic 
breakthrough, albeit still only procedural, 
since the Al Aqsa intifada began nearly 
three months ago. If the talks go well, say 
sources on both sides, there could be a sum- 
mit in January between Mr Barak, Yasser 
Arafat and Bill Clinton. 

The main issues are unchanged. What 
has changed, in complex ways after the long 
weeks of bloodletting, is the mood on both 
sides. Public opinion is embittered and hard- 
ened. Yet the yearning, at least in Israel, for an 
end to the conflict is more pervasive than 
ever. The demise of the Barak government, 
directly attributable to the collapse of the 
peace process, and the threatened return of 
the right, have concentrated Israeli minds. 

Palestinian sources see new flexibility in 
Mr Barak's positions, suggesting that he may 
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be ready to cede control of the Haram al- 
Sharif (Temple Mount to Israelis) and its Pal- 
estinian-populated environs in East Jerusa- 
lem, insisting only on safeguards against any 
digging under the Mount, where Jews be- 
lieve there are vestiges of their ancient, holy 
temple. This elicits predictable denials from 
the Israelis who, for their part, purport to dis- 
cern fresh pragmatism in the Palestinians’ 
approach to the refugees’ right of return. 

The spread of the intifada, in its first few 
days, to Israeli Arabs has destroyed the hope 
of Israel accepting many Palestinian refu- 
gees. Any talks will apparently concentrate 
on a declaration by Israel on the right of re- 
turn, a small intake of refugees on humani- 
tarian grounds, and an international com- 
pensation and resettlement programme. 

A sign of hope on the peace front was the 
vote on December 18th by nine of the ten 
Arab Knesset members to enable Mr Netan- 
yahu to run for prime minister. Abdel Malik 
Dahamshe, the leader of the United Arab 
List, explained that they were doing this to 
give Mr Barak “an uth-hour chance” to 
make peace. The apparent paradox goes to 
the heart of Israel’s tortured politics. 

On November 28th, the Knesset passed 
the first reading of a private member's bill 
dissolving the house and setting new elec- 


tions. But on December 9th Mr Barak went 
on television to say that he had decided to re- 
sign immediately, thereby triggering an elec- 
tion for prime minister (but not for the Knes- 
set) within 60 days. The catch was that in this 
sort of snap election only serving members 
of the Knesset were eligible to run, which 
ruled out Mr Netanyahu, who was streets 
ahead of Mr Barak in the polls. Mr Barak, 
perhaps disingenuously, then declared that 
he would support special legislation en- 
abling any citizen to run for prime minister. 
Several Netanyahu supporters took him at 
face value, and tabled an amendment 
known as the “Bibi bill". 

But, on December 14th, Mr Netanyahu 
declared that he would not run just for 
prime minister and demanded a general 
election. Not wanting to be landed with run- 
ning Israel with the same awkward split of 
parties that had caused so much trouble to 
Mr Barak, he hoped to persuade Shas, the Se- 
phardic-Orthodox party with its pivotal 17 
seats, to support dissolution. However, on 
December 18th, Shas's Council of Rabbinical 
Sages resolved to oppose dissolution, pre- 
sumably because the polls were predicting 
that Shas would lose seats to the Likud. At the 
same time, the sages warmly endorsed Mr 
Netanyahu for prime minister and in- 
structed members to vote for the Bibi bill. Mr 
Netanyahu, however, instructed his suppor- 
ters to vote against it. 

As the Knesset session began, he went on 
television “to appeal to Shas’s conscience”. 
But Shas, angry now, said its sages were not 
to be dictated to. They were paving the way 
for Mr Netanyahu to make his comeback. If 
he chose to impose conditions, that was his 
business. Hence the bizarre breakdown 
when the Knesset voted in the small hours of 
December 19th. Labour and the Arab parties, 
together with Shas, voted for the Bibi bill. 
This enabled Shas, moments later, to vote 
against the dissolution bill with clear con- 
science. The Likud and its allies voted against 
the Bibi bill, in the vain hope that this would 
force Shas to vote for the dissolution bill. 

The upshot was that the Bibi bill passed, 
but Mr Netanyahu declined to run under it 
and withdrew his candidacy. The dissolu- 
tion bill was defeated on its final reading. 
“The Knesset has spoken,” said Mr Barak, 
trying to look solemn. He may yet face a 
challenge from the left: Shimon Peres, La- 
bour’s disgruntled elder statesman, was con- 
sidering running for the prime ministership. 
That would be an embarrassment. But Mr 
Barak’s survival prospects are much im- 
proved now that he has, however inele- 
gantly, seen off Mr Netanyahu. 
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Iran's Kurds 


The lucky ones? 


SANANDAJ 


арс the Kurds scattered across the 
iddle East, thosein Iran haveoneclear 
advantage. The Iraqi Kurds’ experiment in de 
facto independence, now ten years old, is a 
hostage to America's readiness to sponsor it 
(see box). Turkey's Kurds pin their hopes for 
autonomy on the belief that Turkey will join 
the Eu. Iranian Kurds, on the other hand, do 
not have to appeal to outsiders but 
can raise their grievances directly 
with Iran's reform-minded presi- 
dent, Muhammad Khatami. 

Some 1.4m Kurds live in Iran's re- 
mote province of Kurdistan, and 
about twice that number elsewhere 
in the country. The governor of Kur- 
distan, Abdollah Ramazanzadeh, 
smiles broadly when asked about the 
province’s prospects. He freely al- 
ludes to the lack of trust between the 
regime and its Kurds, a consequence 
of the Iranian-Kurdish insurgency 
that took place alongside the Iran- 
Iraq war in the 1980s. He admits that 
Iranian Kurds, who are predomi- 
nantly Sunni Muslims, believe that 
Iran's Shia Muslim regime systemati- 
cally discriminates against them. But, 
he says, all this is changing: in ten 
years or so, Kurdistan will be not only a 
happy province, but also a prosperous one. 

Security, a crucial prerequisite, has al- 
ready been provided, albeit painfully. The 
Kurdish nationalist movement, the кюр, has 
been driven into neighbouring Iraq. Iran’s 
support for Jalal Talabani, the leader of the 
рик which runs the chunk of the Iraqi en- 
clave contiguous to Iran, has helped to pre- 


Bush's Kurdish fans 


ARBIL 


NE bunch of people without qualms 

about George Bush's foreign policy 
are the 2.5m Kurds living in the American- 
protected enclave in Iraq. A priority of the 
incoming administration, said Colin Pow- 
ell, the designated secretary of state, will be 
"to re-energise the sanctions regime" 
against Saddam Hussein. The steady crum- 
bling of these sanctions has made the Iraqi 
Kurds exceedingly twitchy. 

Muhammad Kasro was curled up in 
the back of his small hardware shop in Ar- 
bil bazaar last month when an explosion 
interrupted his siesta. "Saddam is back, 
that was my first thought,” he said. In fact 
nobody knows who set off the bomb that 
killed seven people in a coffee house close 


58 


vent the корт from launching cross-border 
attacks. Two years ago, Iran's National Secu- 
rity Council declared Kurdistan “secure” 
from secessionist violence, and transferred 
responsibility for law and order from the 
Revolutionary Guard to the police. 

Unlike his predecessor, an ethnic Turk, 
Mr Ramazanzadeh, a Shia Kurd, has spent 
his three years in office diligently promoting 
Kurds, both Shia and Sunni. Of the eight ju- 
nior governors he has appointed, three are 
Shia Kurds and two are Sunni Kurds; the un- 
der-secretaries of all eight are Sunni Kurds. 
An insidious vetting system, often used to 


A 
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trip up Kurdish civil-service applicants, is 
still in place across the country. But Mr Ra- 
mazanzadeh's tenure has coincided with an 
end to the practice of arresting Sunni Kurdish 
clerics suspected of separatist tendencies. 
The governor enthusiastically issues 
permits for the performance of Kurdish 
plays and music. The number of weeklies 
and monthlies published partly or fully in 


to Mr Kasro’s shop. But earlier this month, 
as Officials from the Kurdistan Democratic 
Party (кор), which controls about two- 
thirds of the enclave, hunted for the perpe- 
trators, two Iraqi battalions and an infan- 
try brigade pushed five kilometres (three 
miles) into Kurdish territory. 

“Ап attack from Saddam has always 
been a possibility, but we are far more wor- 
ried now,” acknowledged Nechirvan Bar- 
zani, the savvy 33-year-old who runs the 
government set up by the kpr in its own 
region. Mr Barzani, who is the nephew, 
son-in-law and heir-apparent of the кор 
leader, Massoud Barzani, says such worries 
stem from the belief that the incumbent 
administration in Washington is doing lit- 





Kurdish has risen from two to five, and the 
provincial government, which used to 
frown on out-of-school Kurdish classes, 
paid for 2,500 Kurds to learn to write in their 
native language last summer. Plans are afoot 
for the television station in Sanandaj to have 
programmes in Kurdish for three hours a 
day. Cultural awareness is reflected sartori- 
ally: young men happily sport the goats’ 
wool chukhoranek, and cummerbund. 

The loudest grumbles are economic. In 
the past two years, drought has hastened the 
decline of Kurdistan's primitive agriculture, 
provincial revenues are falling and the un- 
employment rate—13%, according to 
disbelieved official figures—is spur- 
ring an exodus to other provinces. 
When the state intervenes to create 
jobs, it often botches it. A notorious 
steel works, one of the previous gov- 
ernor's legacies, cost $9m and is still 
not operating. 

Yet Mr Ramazanzadeh boasts 
that he has used his influence over 
the president to prise from next 
years national budget an extra 
$18m—one-and-a-half times Kurd- 
istan's projected income—as well as 
a $3om windfall for, among other 
things, attracting private invest- 
ment. So far, government loans have 
financed the expansion of a chew- 
ing-gum factory on the outskirts of 
Sanandaj, and the building of a 
handful of other industrial units. 
Rio Tinto, a British mining company, re- 
cently signed a deal with the central govern- 
ment to allow it and its Iranian partner to 
prospect for gold and other minerals across 
an area that includes much of Kurdistan. 

Three years after Mr Khatami asked Mr 
Ramazanzadeh to persuade the Kurds that 
they could prosper inside a unitary Iran, 
how is the governor doing? Certainly, he has 


tle to prevent sanctions meltdown. 

Meanwhile, Turkey, the Kurds’ main 
route to the West, is fast improving its ties 
with Iraq. An ambassador is soon to be 
sent, and the Turks are talking of opening a 
new border gate in the six-kilometre strip 
of no-man’s land between Syria and Iraqi 
territory under крр control. That would 
open a direct land link between Turkey 
and the Iraqi regime—and cut the kpP out 
ofthe lucrative trade in smuggled goods. 

Itwasthefightoverthe proceedsofthis 
trade that accelerated the collapse, in 1994, 
of the federal regime set up two years ear- 
lier between Mr Barzani and his age-old ri- 
val, Jalal Talabani. The war that followed 
claimed thousands of Kurdish lives, and 
resulted in the virtual partitioning of the 
Kurdish enclave. Faced with an Iraqi-Turk- 
ish threat, will the two Kurdish leaders be 
prepared to join forces again? 
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problems. Distrust runs too deep to be eradi- 
cated without a big shift in the province's 
fortunes. Kurdish nationalists know that 
progress towards decentralisation—their 
minimum political goal—is dependent on 
the approval of Iran's "Supreme Leader", 
who is cooler towards minorities than the 
president. Moreover, some Iranian Kurds 
have been transfixed by the image of auton- 
omy, no matter how imperfect, that they see 
on theother side of the Iraqi border. 





Rwandan refugees 
Missing 


NTIL now, the International Criminal 

Tribunal for Rwanda has pursued only 
the members of the Hutu-dominated gov- 
ernment responsible for the 1994 genocide. 
But on December 13th Carla Del Ponte, the 
tribunal's chief prosecutor, announced that 
it would also investigate the largely Tutsi 
Rwandan Patriotic Front (Rer) the rebel 
movement that seized power after the mas- 
sacre and is now Rwanda's government. 

Her mandate covers only 1994, the year 
of the genocide. But the worst atrocities by 
the кре were carried out in the following 
three years when it pursued, and maybe 
killed, hundreds of thousands of Hutu refu- 
gees in Congo. These incidents were never 
investigated, partly because they took place 
in eastern Congo, which is still occupied by 
Rwandan troops, and partly because the 
Congolese government, at that time backed 
by Rwanda, blocked all efforts by the UN to 
find out what had happened. 

The victims were Hutus who left 
Rwanda in 1994, fleeing before the advanc- 
ing ЕРЕ. For the next year or so they gathered 
in makeshift camps around Goma. They 
may have numbered more than 1m, but the 
UN's High Commissioner for Refugees 
(UNHCR) was never able to count them. 

Their status was fiercely disputed. To 
many, they were victims. To the new Rwan- 
dan government, however, they were re- 
garded as fugitives from justice. The camps 
were indeed dominated by the defeated 
Rwandan army and the Interahamwe, the 
militia responsible for the genocide. The sol- 
diers and the militia lived in a separate mili- 
tary camp nearby, but they were able to get 
what they wanted from the main camp. 

Under international law the host coun- 
try, then Zaire, now once again Congo, 
should have provided security for the refu- 
gees, and separated the fighters, but the late 
Mobutu Sese Seko was the Hutus’ ally, happy 
to leave them armed and close to the border. 
When they started to launch attacks into 
Rwanda, the UNHCR called in vain for an in- 
ternational force to control the camps, and 
move the refugeees back from the border. 
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BETHLEHEM 


ee E ARE marching to overcome 
fear," said the young woman 

who had just led a candlelit procession to 
the Church of Nativity, the site in Bethle- 
hem where Christians believe Christ was 
born. Joined by Muslim clerics and a 
church delegation from America, the pro- 
cession gave rare succour to a town that 
will celebrate Christmas under siege. 

Shortly after the intifada erupted 12 
weeks ago, Israel advised charter compa- 
nies not to fly pilgrims to Bethlehem. In 
November, in reprisal for Palestinian 
shooting from the Bethlehem village of 
Beit Jala into the Jewish settlementof Gilo, 
built next door and on its land, the army 
slapped an “internal closure” on the 
town, preventing people from travelling. 

The effect of these sanctions has been 
catastrophic. Last year the municipality, 
with the help of foreign donors, spent a 
fortune sprucing up the town in anticipa- 
tion of tourist windfalls from the millen- 
nium celebrations. Today the freshly 
minted hotels sit empty and the yellow 
taxis idle; scores of shops making olive- 
wood souvenirs have banged down their 
shutters. All told, some 20,000 Palestinians 
from the Bethlehem area have lost their 
jobs in East Jerusalem and Israel. 

But the greater catastrophe is fear. 
Since October 20th, when Israel first 





Candles to overcome fear 
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Bethlehem under the Cross 








In November 1996, the Rwandans at- 
tacked across the border and forced about 
600,000 refugees to retum to Rwanda. But 
many of the other refugees fled westwards 
into Congo. The UNHCR tried to follow them, 
but American spotter planes sent to the area 
found it difficult because of the thick forest. 
Weeks later they started turning up hun- 
dreds of miles westwards, skeins of ex- 
hausted families limping along the road. 

The Rwandan government said they 
wanted to bring them home, but, when mas- 
sacres were reported, it became clear that its 
policy was to treat any Hutus who had not 
returned to Rwanda as guilty of genocide. As 
the Rwandan army advanced across Congo 
in 1997, it drove the surviving refugees before 
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turned its tanks and helicopter-gunships 
on to the Bethlehem area, 40 houses have 
been destroyed in Beit Jala and 220 dam- 
aged. The normally exuberant celebration 
of St Nicholas on December 19th was a 
subdued affair in a historic stone church 
that was fired on last week. Similar pun- 
ishment has been inflicted on Beit Jala’s 
sister Christian village of Beit Sahour. 

In the first flush of the uprising, the 
people of Bethlehem pulled together, 
putting up neighbours in each other’s 
homes, and sharing the olive harvest, of- 
ten in the teeth of attacks by Jewish set- 
tlers. But, three months on, the unity is 
wearing thin. 

The cracks are less between Muslims 
and Christians than between both and 
their own leaders. On December 6th, a 
public meeting was held in Beit Jala de- 
manding that Yasser Arafat should order 
his Fatah movement to stop firing from ci- 
vilian areas. In fact, the Palestinian leader 
had issued this call in mid-November. 
“But the kids with the guns no longer lis- 
ten," comments one Beit Jala resident. 

A Fatah leader in Bethlehem accepts 
the charge but adds, “There is no strategic 
decision to take up the armed struggle. If 
our people are using guns, it is in revenge 
for a brother who has been killed or a 
house that has been shelled.” He admits, 
however, that the intifada in Bethlehem, 
and elsewhere, is on the brink of chaos. 

Even so, the Bethlehem municipality 
has reversed a previous decision to cancel 
the celebrations on December 25th, or 
January 7th for Orthodox believers. On 
Christmas day people will march from 
Beit Sahour to the Church of Nativity to 
light a Christmas tree with 21 candles: one 
for each century since the birth of Christ, 
and one for every Palestinian killed in 
Bethlehem since the intifada began. 





it. Though perhaps 150,000 died of exhaus- 
tion or disease, some walked right across 
Congo and reached Congo-Brazzaville. 
About7,000 are still there. 

The UNHCR guesses that 60,000 may still 
be in North Kivu, the eastern province of 
Congo.The agency cannot look after them or 
even make contact, but has to rely on figures 
supplied by local rebel commanders ap- 
pointed by the occupying Rwandans. In 
1999, 41,000 refugees were repatriated to 
Rwanda, mainly by the Rwandan army but 
with UNHCR co-operation. There is evi- 
dence, say UN officials, that some of those 
who returned were executed, but there is 
nothing, they say, to be done aboutit. 
- = LI 
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О MANY Australians realise they are being rep- 

resented at the United Nations by a 22-year- 
old? In Ontario, Canada's most populous province, 
isit widely known that students must, by law, be in- 
cluded in high-level talks about education policy? 
Probably not. Yet involving young people in deci- 
sion-making—youth engagement, as it is called—is a 
rising trend in the rich, democratic world. 

In one sense, young people have long been pop- 
ular with politicians, happy to kiss babies or address 
school-children so long as there's a camera around. 
The kids are our future too, aren't they, nay the lead- 
ers of tomorrow. What sort of world 
do we want to bequeath to them? Et- 
cetera. Seldom, though, do “we” ask 
them what they'd like to inherit, or 
bring them in to helpshape it.In most 
countries, those younger than 18 (or 
so) have no vote and little political 
weight—until they take to the streets. 
No wonder that for many politicians 
the notion of youth engaging with 
government means sit-ins or riots. 

Young people predominated in 
British demos against nuclear weap- 
onsin the 1950s, in French ones against 
de Gaulle and American ones against 
Vietnam a decade later, in Beijing's Tia- 
nanmen Square in 1989. It's still true, witness the recent 
anti-globalisation protests. So, to many of their elders, 
“youth” means either callow youngsters to be patron- 
ised or yobbish anarchists to be feared: either way, not 
people you want near serious policymaking. 


S 


Kielburger speaks 


Empower us 

None of this goes down well with youth activists 
such as Craig Kielburger. At the age of 12, sitting in his 
Toronto home, he read of a Pakistani boy killed for 
speaking out against child labour. He went to see for 
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Today, son", all this is yours 








Young people are increasingly involved in government, just for being young 


himself, and on his return founded an organisation, 
Free the Children, to fight it. Five years later, he is one 
of the flag-bearers of “youth empowerment”. 

Why should young people be included in deci- 
sion-making? His argument is simple. Just as chil- 
dren in poor countries are given тоо many respon- 
sibilities, so the reverse—“affluenza,” he calls it—is 
rife in rich ones. If we want to develop adults who are 





good citizens and good leaders, why, in effect, en- 
courage our children to be neither? 

He likes to compare his movement to those of 
women a century ago. They too were much talked 
about, but seldom consulted, being 
viewed by men (and many women) as 
unready (or unwilling) for the hurly- 
burly of government. Today, the no- 
tion of a conference about women 
where none are present seems ludi- 
crous. Yet bodies like Unicef often dis- 
cuss children’s issues without includ- 
ing any young people, let alone 
children, in their deliberations. 


Changing times 
There are signs of change, however. 
Young people are being asked to sit 
with decision-makers on otherwise 
adult-run committees or groups. Car- 
rie McDougall, the 22-year-old Australian men- 
tioned above, was chosen as part of her country’s 
delegation to the uN General Assembly. Granted, she 
was but one young person among many older ones. 
But 15 countries now do likewise; Finland has done it 
since the uN’s early days. Others are thinking of it. 
The un itself has committees of young people 
examining issues from the environment to outer 
space, though it has resisted appeals from Mr Kiel- 





* ok, OK, daughter too, of course; it just read better that way. > 
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burger and others to add a seat for children—if even 
an empty, symbolic one—to the Security Council. 

Young people figure, as such, at various levels of 
government in quite a number of countries. The 
New Zealand city of Wellington has a youth council 
that provides input to its policymaking. Many 
schools and most universities involve students in de- 
cision-making, whether through informal meetings 
with principals or an elected student seat on a uni- 
versity’s board of governors. These young members 
often serve for shorter periods than others, typically 
forone year,and usually with pared-down roles. Of- 
ten they are barred from voting, especially if they are 
sitting on a board with elected officials. But, as any 
member of any committee (except those used as rub- 
ber stamps) will know, well-prepared input can be 
more influential than any one vote. 

Another way that young people are feeding in- 
put more formally into the adult-run world is 
through forms of youth government. Few universi- 
ties in western countries do not have some sort of 
elected student council, with some defined powers. 
Often these provide ex officio members of faculty 
boards or committees. At large or rich institutions, 
these students may be paid and pursue their repre- 
sentational work full-time, typically, again, for a 
year. In. politics, party youth wings have long 
brought in eager young people, and may inject fresh 
ideas into their elders’ heads (if the elders can resist 
the urge to abolish the noisy youth wing, as Britain's 
Labour Party used regularly to do). 

A mixture of youth councils and youth represen- 
tation works well. In Ontario, almost every high 
school has an elected student council, handling 
school-level issues. Once a year, the council leaders 
of some area assemble to elect the area's represen- 
tative to the Ontario Secondary School Students' 
Association. Funded in part by the Ontario govern- 
ment, this body meets provincial officials and lob- 
bies on province-wide issues. Recently, it helped 
push the Ontario government to legis- 
late to require school boards—the 
elected bodies running the schools of a 
given area—to include one elected stu- 
dent. The student cannot vote andis ex- 
cluded from some issues such as hiring 
and firing, but otherwise is on a par 
with other members. Ateach level, here 
are teenagers representing teenagers. 


Yes, but 

To all of this, though, there is a “yes, 
but.” Indeed several. For a start, look at 
the governmental area of Washington, 
pc. It swarms with young people. The 
best-known inputever made by any of 
them came from one called Monica Le- 
winsky. And who selects which young people, how? 
By election? It sounds fine, but the British Labour 
Party wasn’t just being reactionary in its purges: its 








youth wing, or bits of it, used repeatedly to get taken 
over—through the ballot box—by the well-organ- 
ised extreme left. Selection because he’s the senator’s 
cousin or she has a pretty face may be bad, but it’s 
bad at random; imperfect democracy can produce 
results that are systematically bad. 

Both of which can be true of adults, of course. 
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That is some kind of answer: choose the young 
minds and voices better, don't just avoid choosing 
them. The obverse of that problem is that good peo- 
ple may not want to be chosen. In Ontario, with so 
much student representation, some administrators 
complain that there are not enough keen young peo- 
ple around to fill the places available. 

There's a wider question. Many issues are hard 
even for knowledgeable, experienced adults to grap- 
ple with. Can young people contribute usefully to 
them? Does it really serve society, or the young, for 
them to try? Yes, says the Institute on Governance, a 
Canadian think-tank. For one thing, it does in fact 
tend to improve policy, especially that aimed at 
young people, by bringing in fresh ideas. Next, in- 
volving young people today means better-trained 
leaders tomorrow. Third, it can help to fight cynicism 
about governmentin the young (and vice versa), and 
may tempt them back toward public-sector careers, 
now in many countries out of favour among the am- 
bitious young. (And, one could add, if, rather than 
less cynicism, the result is more, as sometimes it 
should be, at least there is one more person who 
knows reform is needed.) 


Yes, indeed 

In practice, young people, even if they can't bring ex- 
perience, do not often remain deeply inexpert in 
matters they care about. And in private at least, older 
ones who have dealt with them on committees tend 
to praise the candour that they bring. Less concerned 
with or unaware of organisational politics, they of- 
ten force sensitive issues out into the open. Yet with- 
out support, a 16-year-old can easily get lost in a 
committee of 40-somethings. Especially if the adults 
are bringing him or her on board reluctantly or as a 
token, the exercise may end in frustration on both 
sides. And, with a yearly tumover in many posi- 
tions, youth opinion can seem frustratingly capri- 
cious, altering abruptly as one representative re- 
places another. 

One answer to that is to cheat: for 
some organisations, “youth” extends 
up to 30, even 35. Most say 25 and un- 
der, some still less. One can argue 
that in some matters it makes no 
great odds: a 24-year-old may have 
no more understanding, or indeed 
less, of an issue involving children 
(child prostitution, say) than does 
someone aged 35. But an age ceiling 
makes sense, and it should be a fairly 
low one; let youth mean youth. 

For all the difficulties, youth in- 
volvement looks set to grow. Under 
pressure, Unicef has agreed to in- 
clude young people in the prepara- 
tory phase of its special session on children in 2001, 
and may include them in the session itself. Next 
year, the uN will convene a youth forum in Senegal, 
which will probably call for more. So what? one can 
ask: a good deal of un activity doesn’t much matter. 
But the signs are that the same is going to happen at 
more places that do matter, at levels of national, local 
or sectoral government. Young people, say activists, 
are not only the leaders of tomorrow; increasingly 
they are the leaders of today. m 
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Not spreading the faith — 


Russia's Orthodox church has far to go before it wins young people in number into its ranks 


ee HAT are we supposed to believe in?" asks 
Natasha, a student teacher in Tver, a run- 

down provincial town between Moscow and St Pet- 
ersburg. “In the past our young people had the party, 
and its youth movements—the Pioneers, the Komso- 
mol. It was all rubbish, maybe, but at least it was 
there.” Natasha and her friends at a student café are 
all training to teach young people. Like 94% of Rus- 
sians aged 18-29, she does not go to church. She has 
| been once or twice out of curiosity, “but didn’t un- 
derstand it much”. Her own parents are not religious. 
Russian young people live in a moral and spiri- 
tual vacuum. A decade after the collapse of commu- 
nism, there is little to fill it. Schools are mostly tatty, 
depressing and too short of cash to do more than try 
to preserve basic educational standards. The youth 
clubs, summer camps and other activities of the So- 
viet era have collapsed for lack of money. Sports fa- 
cilities are expensive. Sergei, a muscular 22-year-old 
| in Irkutsk, in Siberia, spends every morning in the 
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summer months playing football with his friends on | 
a patch of waste ground. The rest of the time he looks 
for passengers to ferry around town in his decrepit 
Toyota; the slender profits pay for occasional trips to 
a sports centre during the winter. He has never been 
tochurch. 

Young Russians can meet the boredom and pov- 
erty of their lives with drugs, alcohol, promiscuous 





sex and crime, and all too often do so. But this also 


presents an opportunity for anyone offering some- | 
thing more wholesome. The scout movement, forex- | 


ample, has blossomed since the collapse of commu- 


nism: there are tens of thousands of members of | 


scout and guide troops, with a wide range of affili- 
ations. Western and other charities that work with 
young people are usually overwhelmed by the en- 
thusiasm and gratitude of the response. But there is 
one notable absentee: the Orthodox church. 

Russia’s national church is by far the best-placed 
could-be charitable organisation in the country. Its 























E | А Ј 4 Al | pa 
RTHODOX CHURC 


YOUTH tas ACEO) 









THE RUSSIAN 
RTHODOX CHURCH 


YOUTH 


LAGE 00 








pes 


In Soviet days: a seminary in Odessa 





coffers are bursting with cash from business activi- 
ties (such as licensing Russia's best-selling brand of 
mineral water, Holy Spring). It has buildings in most 
parts at least of European Russia. Its priests and 
church workers can, if they want, get into schools, or- 
phanages, barracks and prisons that are all but 
closed to less privileged denominations. It enjoyed a 
strong resurgence of interest around 1990, as the So- 
viet persecution of religious activity slackened and 
then ended.Since1988, the number of Orthodox par- 
ishes has nearly trebled to 19,000; the number of 
seminaries has increased ninefold to 26; the number 
of monasteries has increased 25-fold to nearly 500. 
But interest among the young in general later fell 
back, in some cases because they realised that the 
church offered hard, ascetical discipline rather than 
faddish, feel-good mysticism. The church in turn 
does not seem much interested in them. 

Some Orthodox parishes docarry out impressive 
youth work. Pantaleimon, an ecumenically minded 
Orthodox priest in Russia’s westernmost province, 
Kaliningrad, has church offices bustling with young 
people involved in discussion groups and social 
events. In Tatarstan, a dedicated Orthodox nun, Ma- 
rie, has set up a charity to work with young people at 
risk (from broken homes, or in trouble with the law, 
notably). It runs a scout troop, a church choir and 
Sunday school. One of the biggest youth groups in 
Russia is at the parish of St Cosmas and Damian, in 
central Moscow. Its activities include Bible study, 
camps and work with young prisoners. 

Yet such successes are inevitably small-scale. 
Even print runs for religious books aimed at young 
people rarely exceed 5,000. The problems of disori- 
ented youth, in contrast, are huge, both in the num- 
bers involved and in their complexity. They are hard 
for even an idealistic youth group to tackle. The Ho- 
sanna Christian youth club at the St Cosmas and Da- 
mian parish, for example, has been helping a young 
prisoner with letters, books and visits. He is about to 
be released. He will be penniless and homeless—and 
unskilled and with a criminal record. What hope has 
he of a job? Even if the group were able to support 
him in Moscow, he lacks the papers to live there le- 
gally. “We don't know how to help these boys in 
practical terms,” says an organiser. “We can bring 
Christto them, but we feel very, very weak." 











One problem is that much of the church is still 
rooted in the Soviet past. Many senior church figures 
of those days were active KGs informers. Keston In- 
stitute, a western research outfit that specialises in 
religion in ex-communist countries, has unearthed 
documents suggesting that the current patriarch 
himself was a collaborator—an accusation that the 
church vehemently denies. Since the collapse of 
communism, the Orthodox church has remained 
close to the state, energetically developing business 
sidelines. It tends to ignore the challenges facing reli- 
gious denominations in a modern, secular society. 

The church’s hierarchy has little experience of, or 
enthusiasm for, promoting its message in the harsh 
and unfamiliar environment of modern Russia. | 
Whatever private successes it may have, itis more of- | 
ten in the news for reasons of obscurantism and pro- | 
tectionism—protesting against the activities of for- 
eign missionaries, for instance. The calibre of men 
going into the priesthood looks low, and theological 
education haphazard and old-fashioned. 

Authoritarian bigotry, rather than open-minded 
sympathy, is what a curious young person is all too 
likely to encounter on a first meeting. “Orthodox 
priests don’t like democracy; they don’t like modern 
culture; they don’t like relations to the world of 
young people; they don’t want dialogue,” says Sergei 
Filatov, a sociologist specialising in church affairs. 
One practical example is that the Orthodox church 
has hampered efforts to educate young people about 
the dangers of arps: an advertising campaign in the 
Moscow metro, organised by Médecins Sans 
Frontiéres, an international health charity, was can- 
celled after the Moscow patriarchate protested. Any 
other message than sexual abstinence, said the 
church authorities, would encourage immorality. 











Tradition and traditionalism 


Another example is the lack ofan authorised transla- 
tion of the Bible into modern Russian. The only offi- 
cially approved edition is a very lightly updated ver- 
sion of the one in use before the revolution. Part of 
this problem is a practical one:communism left Rus- 
sia with no large body of scholars competent in | 
translating Hebrew and New Testament Greek. But 
there is also a reluctance to consider even a partial 
translation; of the four Gospels, say. In a church > 
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whose liturgy is still in Old Church Slavonic, as in- 
comprehensible to most Russians as the "Canter- 
bury Tales" would be to the average 21st-century 
English-speaker, making Bible study easier for the or- 
dinary Christian seems not to be much of a priority. 

Some Russians find this very appealing. One leg- 
acy of the Soviet obsession with modernity has been 
to create its contrary, a sentimental regard for tradi- 
tion. One strand in modern Orthodoxy is a fogeyish 
conservatism, often coupled with patriotism and 
nostalgia for tsarist-era style, manners and attitudes. 
Some of the church’s more active youth groups en- 
courage this strongly, with some success. One such is 
led by Archimandrite Tikhon, a prickly, youthful 
man who believes that the West is plotting to subvert 
Russia's spiritual values; a fine old 19th-century no- 
tion, to go no further back. But the 
risk—as with ultra-traditionalist reli- 
gious orientations in the rest of Eu- 
rope—is that the tastes of a minority 
may bea turn-off for the majority. 

So far, it is the more conservative, 
state-oriented, part of the church that 
has been getting the upper hand. Atti- 
tudes on social questions seem to be 
hardening, as on those of relations 
with other branches of Christianity: a 
visit by the pope to Russia's Roman 
Catholics, for example, looks out of 
the question. A more open-minded 
Orthodox leadership might reflect on 
John Paul ir's popularity with young 
people in other ex-communist coun- 
tries, and seek to gain from the interest that a visit 
would surely arouse even in its own potential flock. 

If its close identification with the state continues 
to dominate, perhaps even to grow stronger, the re- 
sult may well be that Russia's Orthodox church, at 
least outwardly, will become still more like the 
Church of England—a decorative feature of public 
life, especially on state occasions, rather than an in- 
tegral part of everyday spirituality. There are signs 
that, after its resurgence a decade ago, it is in decline. 
A survey by Keston Institute suggests that Catholics, 
Protestants and non-Christian denominations now 
outnumber the Orthodox church in Russia east of 
the Ural mountains. The appeal of Orthodox monas- 
teries, after their astonishing expansion over the past 
decade, may now be tailing off. Some are shrinking, 
others have become nunneries instead; women 
make up the majority of most congregations. 








Ideas from abroad 

This last point, be it said, is nothing special to Russia. 
Nor is the lack of interest among young people: Mr 
Filatov notes that the proportion, 6%, of young peo- 
ple who claim to go to church as often as once a 
month, though small, is about the same as in most 
European countries—not bad going, after 70 years, 
until a decade ago, of official atheism—and rather 
larger than among middle-aged Russians. But 
though most of that 6% are practising Orthodox, the 
growth is among members of other confessions: in 
energetic Protestant churches, ranging from tradi- 
tional Methodist, Lutheran and Baptist denomina- 
tions to more exotic, mostly American, imports that 
emphasise speaking in tongues, faith healing and the 





like. As in the rest of the world, the more intense the 
demands placed on such churches’ members, the 
greater the rate of burn-out. But some of their tech- 
niques, suchas the use of attractively designed teach- 
ing material for new members, could equally well be 
used by the Orthodox. 

A second lesson, if rather the converse of that 
one, might come from the way the Roman Catholic 
church has established itself as an intellectual force. 
A highly educated Polish priest in Irkutsk, for exam- 
ple, has gained a large following among the local 
intelligentsia because of his interest in philosophy 
and other high-brow subjects. This echoes the role 
played in Poland under communism by Catholic 
intellectuals, who maintained a more or less inde- 
pendent academic life that both undermined 
communism and helped to foster de- 
mocracy after it had fallen. 

In western Ukraine, the Uniate 
Church (which uses Orthodox liturgy, 
but obeys Rome) has played an im- 
portant role in restoring academic life. 
The Uniate seminary in Lviv, the re- 
gional capital, educates hundreds of 
students to a high standard both in 
theology and in more secular subjects 
suchas philology and sociology. Many 
goon to jobs outside the church. 

There are similar initiatives in Rus- 
sia—indeed Moscow boasts a clutch 
of Orthodox self-styled universities, 
though none can yet award accredited 
degrees. Most of them are tiny; some 
eccentric. Some of their students are impressive: 
thoughtful, intelligent young people with a moving 
interest in great moral questions. Others distinctly 
are not. “Тһе main reason parentssend their children 
to us is because they do not want them to study 
alongside brigands,” says Edward Afanasyev, dean 
of the economics faculty at one of these institutions. 





Achange of attitudes 


The Orthodox church may not want to follow out- 
side examples, and become more outward-looking, 
more open to new ideas, and so, one can argue, more 
attractive to young Russians (and, for that matter, 
adults) looking for meaning in their lives. But if it 
does want to, that will require a huge shift. 

Unlike churches in the rest of Europe, the Ortho- 
dox church (like much of Russian society) was largely 
untouched by the great intellectual currents of the 
late millennium: the Renaissance, the Reformation, 
the Enlightenment. In one way, that has been a 
source of strength—the Orthodox church has pre- 
served both mystery and a sense of history, which 
the watered-down religion of West European coun- 
tries often loses. But it is also a weakness. A century 
ago, the Russian church seemed to be on the verge of 
catching up with history. The Soviet revolution 
stopped that dead, encouraging instead a dogged 








defensiveness among those who did not just give up, 
and creating a timid official church based on little 
more than folk religion and its own privileges. That 
historical burden still weighs heavily: whether or not 
the Russian church wants or ought to open itself to 
new ideas, most of its leading figures have spent their 
lives doing just the opposite. m 
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Germany and its chancellor 
grow ever stronger 


BERLIN 


Under its Social Democratic chancellor, Gerhard Schróder, Germany is 
pressing ahead with reforms. In Europe, it is starting to wield political 
influence that reflects its geography and economic weight 


T HAS been a good year for Gerhard 

Schróder, Germany's Social Democratic 
chancellor. The economy, which has grown 
by around 3% this year, is purring along 
nicely. Unemployment, though still too high 
at 9%, has fallen: it stood at 11% when he took 
office two years ago. He has forced through 
an impressive tax-cutting package and is 
now, albeit with his usual habit of weaving 
toleftand right, braving up to the job of over- 
hauling the country’s archaic pension sys- 
tem. On most important matters, he still 
tends to get his way, and Germany is on the 
move again. Moreover, with the bonus of a 
Christian Democratic opposition that has 
yet to recover from a hideous party-finance 
scandal, Mr Schróder looks in fair trim to 
win another term in office. 

The battle to reform pensions has not 
been won yet. But the government is making 
ground. Walter Riester, a former trade-union 
official who runs the labour ministry, has of- 
ten been inept. Seemingly endless tweaks to 
his plan, in response to predictable squeals 
from vested interests, have created an im- 
pression of inconsistency and confusion. 
But the reform’s main thrust is unblunted. 

Last weekend Mr Riester agreed with the 
trade unions that those who retire after 2011, 
when the ratio of workers to pensioners 
starts to slump, must expect a less generous 
state pension. It was also agreed that the cuts 
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across the demographic board would be 
gentler than at first proposed. The govern- 
ment now says that the state pension will 
drop from 70% of average net wages to 67% 
over the next 30 years, instead of 64% as pre- 
viously planned. It still aims to keep pension 
contributions down to 2236 of gross wages, 
compared with 19% now. And it is bent on 
bringing in a privately-funded scheme, with 
state incentives, to bolster public pensions. 

Germany's employers claim to be un- 
happy. of course. Many say their contribu- 
tion to pensions, amounting to half the total, 
is bound to go up, thereby swelling non- 
wage labour costs, already among the high- 
est in the world, and making their compa- 
nies less competitive. Others, on the left, say 
the reform is too harsh, and that pensioners 
will be poorer than before. 

The Christian Democratic opposition 
has yet to adopt a clear policy in response. 
Friedrich Merz, the party's parliamentary 
leader, says the plan should be put “оп the 
rubbish dump”; but Angela Merkel, the 
party's boss and its probable candidate for 
the chancellorship in the election due in the 
autumn of 2002, has more cautiously called 
it “a step in our direction". 

Some onlookers reckon that, with that 
election in mind, Mr Schroder will now back 
away from further drastic reforms for fear of 
frightening less-well-off voters, preferring 
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instead to rest on his laurels and play safe. 
But others, including the more go-ahead of 
hisown supporters, are keen for him to press 
boldly on with reforms in health care, higher 
education and immigration. The Greens, the 
junior partners in his ruling coalition, who 
have eagerly backed his welfare reforms, are 
urging boldness. “The government will be 
making a huge mistake if it now pauses over 
reform," says Fritz Kuhn, a Green leader. 

The chances are that Mr Schréder will 
keep going, in his usual incremental manner. 
When he was elected chancellor, he prom- 
ised, after all, to end the Reformstau (the re- 
form logjam) that had spoiled the last years 
of Helmut Kohl’s long chancellorship. And 
pollsters, whose findings Mr Schroder listens 
to carefully—too carefully, sneer his detrac- 
tors—say that most Germans, for all their 
grumbles, are ready for more reform. 


Renewed abroad too 


Mr Schróder's performance in the wider 
world has been mixed but, as at home, rather 
successful. He has softened his earlier asser- 
tion that Germany, having “come of age”, 
would “no longer hesitate to defend its own 
interests”. But one way and another, the 
chancellor has steadily, albeit unstridently, 
asserted Germany's pre-eminence in the 
European Union. Under his guidance, the 
country has clearly emerged as primus inter 
pares among Eu countries. 

This was very visible at the eu summitin 
Nice earlier this month. As the £u expands to 
theeast, Germany will be more firmly at the 
heart of a reshaped continent. The Nice 
meeting suggested that there had been a 
continental shift—to the benefit of, among 
others, Germany. But in two areas Mr 
Schróder has to be careful. 

First, relations with France, with which 
Germany has long shared a duopoly of 
power within the European Union, need 
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mending. Mr Schroder was annoyed, in 
Nice, that President Jacques Chirac of France 
refused togive Germany even a symbolic ex- 
tra vote in a "reweighted" voting system in 
the Eu’s Council of Ministers, though Ger- 
many's economy and population are at least 
a third bigger than France's. Mr Schroder, it is 
said, was shocked by what he saw as French 
mistrust of Germany, a full half-century 
after the second world war. Some people in 
German diplomatic circles say that relations 
with France are at their worst in peacetime 
memory. As a result, Messrs Schróder and 
Chirac have agreed to hold a special summit 
next month. 

A second German worry concerns rela- 
tions with the countries to the east, espe- 
cially Poland, knocking on the ки door. 
They know that, broadly speaking, Mr 
Schroder is their ally, whereas the French are 
less keen to welcome them. The point of Nice 
was to make it plain that the eu’s Mediterra- 
nean countries were no longer likely to stop 
the eastern applicants from joining the club. 

But Mr Schróder, ever the vote-gatherer 


at home, must occasionally cock his ear to 
the many Germans who fear an influx of 
cheap labour once Poles, Czechs and Hun- 
garians join the eu. Hence his suggestion this 
week that new tu citizens from the east 
should not have full freedom of movement 
within the old eu for seven years. The Polish 
government, among others, protested. In 
fact, Mr Schróder's statement was laced with 
talk of “flexibility”, different “transitional 
periods” for different countries, reminders 
that Germany already lacked labour in cer- 
tain industries, and so forth. He may well 
change tack again, as is his custom, on this 
delicate topic. But he has opened a debate 
that was overdue at the top level. 

The chancellor knows he must be careful 
not tolet Germany be seen, once again, as the 
neighbourhood bully. It is indeed necessary 
that Germany and France should see eye to 
eye on most matters, though it should not try 
to rule the Eu's roost in tandem. But so far, 
under Mr Schróder's rule, his country is get- 
tingstronger at home and in Europe, without 
conjuring up the ghosts of history. 





Turkey 


Not yet slotted in 


ANKARA AND BRUSSELS 


NATO and the EU have yet to find a way of making Turkey feel comfortable in 
a new defence arrangement between the two organisations 


TISnotevery day that the American presi- 

dent telephones the leader of a NATO 
country to say that its own interest, and that 
of the organisation as a whole, would best be 
served by a certain diplomatic move on 
which other members of the club have 
agreed. Nor does it often happen that, in the 
face of a point-blank refusal, the American 
responds with soothing language about his 
ally’s legitimate concerns, and the need for 
further efforts to meet them. 

But in this case the ally in question was 
Turkey, a country whose strategic value to 
the West goes far beyond the confines of the 
Atlantic alliance, to which it provides the 
second-largest land army and one of the few 
NATO defence forces that is moderately well- 
equipped, battle-hardened and eminently 
willing to take, as well as inflict, casualties. 

With the full backing of Turkish public 
opinion—the political class as well as ordin- 
ary Turks—Bulent Ecevit, the prime minister, 
has firmly resisted President Bill Clinton’s 
pleas that he should accept a new deal be- 
tween NATO and the European Union, de- 
signed to ensure the transatlantic alliance's 
primacy in matters of European security. 
After failing to persuade her Turkish coun- 
terpart, Ismail Cem, to give a little ground, 
Madeleine Albright, the American secretary 
of state, told her farewell meeting with fel- 
low NATO ministers that all sides should try a 


70 


bit harder to be nice to each other. “The Turks 
have to feel comfortable, the £u has to feel 
comfortable, the other members of NATO 
have to feel comfortable,” she cooed, seem- 
ing confident that the desired level of uni- 
versal felicity would eventually be attained. 


Butin Turkey there isa strong feeling that 
its veto over European defence arrange- 
ments is a card that can and must be played, 
as theonly way of asserting Turkish interests 
in the face of an ки defence plan that might 
be harmless in the short run but could seri- 
ously damage Turkey's interests in a few 
years’ time. “The meaning of this whole 
scheme [a European-only defence]is to make 
Turkey agree to be stupid," thundered Ah- 
met Tasgetiren, a prominent Turkish com- 
mentator,and many Turks agree. The United 
States gently counter-argues that the Turks' 
cleverest move would be to support arrange- 
ments guaranteeing NATO, and therefore 
Turkey,a tightgripoveranything the Eu does 
in the field of security. But this argument has 
not, or not yet, been persuasive. 

Instinctively, Turkey dreads the idea that 
the Eu, which has kept it at arm’s length for 
nearly 40 years and includes its historic rival 
Greece, should play any role at all in matters 
of defence. The only thing that would as- 
suage such fears would be to promise Turkey 
thatitcould fully join in any eu military con- 
sultations—and, if they happen, actions. 

The Union has, in Mrs Albright's words, 
made a “good-faith and reasonable effort" 
to reassure Turkey that it would be brought 
into consultation at an early stage on how to 
manage a security crisis; and that it would be 
an equal member of a "committee of con- 
tributors" to any military operation. For the 
foreseeable future, any European-only op- 
eration worth the name would require some 
use of NATO assets, and that would give any 
NATO member, including Turkey, the ability 
to veto the whole thing. 

Even so, an ad hoc group of European 
nations could still mount a limited military 
mission, such as the Italian-led effort which 
brought a measure of order to Albania in 








Turkish friends of America, wary of the European Union 
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FEROCIOUS storm that recently hit 
Moldova would have bowled most 
poor countries over. But wretched Moldo- 
va was on its back already. Now many of 
its people, whoare probably the poorest— 
behind even Albanians—in ex-commu- 
nist Europe, may have to spend the worst 
of the winter without heat, light or water. 
Some towns may see their electricity re- 
stored by the new year, 
but many villages may 
stay frozen and dark until 
the spring. A drought had 
already depleted food 
stocks. Even more than 
usual of Moldova’s poor 
and old may die over this 
winter. 

The storm was one of 
the worst ever recorded in 
the region. Rain followed 
by a big freeze coated 
many trees and electricity 
pylons with such thick ice 
that some 2,500km (1,553 
miles) of power and tele- 
phone lines came down. 
The country’s prime min- 
ister, Dumitru Braghis, 
says that 36,000 pylons 
and poles toppled over. A 
third of the national grid 
was flattened. So many 
Moldovans have been | 
scouring the country for | 
loose metal that soldiers 















1997, without involving NATO. Even these 
small operations, at least since the Suez crisis 
of 1956, would hardly be undertaken, in 
practice, if the United States, and therefore 
NATO, strongly opposed them. But Turkey, 
whose territorial disputes with Greece re- 
main unresolved despite a warming of the 
moodiin the Aegean, remains unconvinced. 

As а result of the impasse, а NATO meet- 
ing on December 15th broke up in some dis- 
array. The effort to find a working arrange- 
ment between the Atlantic alliance and the 
Union will stretch well into next year, when 
Sweden, which is not a NATO country but 
takes military matters quite seriously, will 
assume the Eu's rotating presidency. 

In the view of the outgoing Clinton ad- 
ministration, the best way to harness the 
EU's desire to play some role in defence is to 
keep the ки and мато in lock-step with one 
another. NATO would offer—nay, insist on 
providing—its services as a military planner 
and, where possible, lend hardware to the 
EU. But this would be on condition that the 
EU did not succumb to French ambitions to 
create à separate European military power. 
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Cold Christmas in Moldova 
















and policemen have been posted along 
the fallen power lines to ward off thieves. 

The storm has had political effects too. 
In Transdniestria, the Russian-speaking 
breakaway bit of Moldova on the border 
with Ukraine, the main radio transmitter, 
250 metres (820 feet) high, crashed down, 
silencing its propaganda. Transdniestria’s 
biggest hard-currency earner, a steel mill, 
may be out of action for 
two months. 

Yet such is the level of 
disaffection, irrespective 
of nature, in the main (Ro- 
manian-speaking) part of 
Moldova that members of 
parliament have flatly re- 
fused to ratify the state of 
emergency declared by 
Mr Braghis. To make mat- 
ters even worse, a bitter 
deadlock persists over the 
choice of a new president, 
who is supposed to be 
elected by parliament. 

The only morsel of 
comfort for Mr Braghis 
was a decision last week 
by the 1Mr to approve а 
loan to Moldova of $142m. 
This should atleast ensure 
that the quarter of his 
wretched people who try 
to live on pensions of just 
$6 a month actually re- 
ceive them. 






































The latest round of talks went at least some 
way toexorcising that ghost; despite France’s 
initial objections, it produced an agreement 
that the zu and NATO would talk frequently 
and at many different levels. But the other 
part of the European defence jigsaw—pro- 
viding Turkey with the desired level of com- 
fort—has yet to be slotted into place. 
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Greece 


The undetected 


ATHENS 


OR the first time in a quarter of a century, 

Greece may be making a serious attempt 
to track down the mysterious and seemingly 
invulnerable terrorist group that haunts its 
streets. It was on December 23rd 1975 that 
Richard Welch, thecıa’s station chief in Ath- 
ens, was shot dead outside his suburban 
home; he and his wife had just returned 
from the American ambassador's Christmas 
party.Some left-wing terrorists calling them- 


EUROPE 


selves “November 17th"—after the day in 
1973 that the colonels’ junta had crushed a 
student rebellion—said they were responsi- 
ble. Since then, with apparent impunity, No- 
vember 17th has admitted killing another 22 
people, including American and Turkish 
diplomats and prominent Greek business- 
men. The latest victim was Brigadier Stephen 
Saunders, military attaché at the British em- 
bassy, shot in June while driving to work. 

The Greek police have never arrested 
anybody belonging to the group. Last week, 
in a statement published by Eleftherotypia, 
а left-wing newspaper, November 17th 
boasted of the killing of Brigadier Saunders, 
denied any links with Middle Eastern terro- 
rists, and praised the Greeks “because they 
are not and will not become a nation of in- 
formers.” Despite rewards of over $7m of- 
fered for information that results in a con- 
viction, the group remains untouched. 

Now Costas Simitis, Greece's prime min- 
ister, is trying to do better. A moderate So- 
cialist, he wants to make Greece a respect- 
able country. Athens will be host to the 
Olympic Games in 2004, and Mr Simitis has 
personally shouldered the burden of mak- 
ing them a success. That means, among other 
things, that he must at last get November 
17th under control. 

Can he do it? The police, it is said, are 
working harder. The public-order ministry 
has overhauled its counter-terrorism unit. 
British experts from Scotland Yard are co- 
operating both with the Greeks and with of- 
ficials of America’s ғві based in Athens. 
There is talk among Socialist politicians of 
offering an amnesty to members of the 
group willing to turn in their colleagues. 
Eleftherios Papadimitriou, a former member 
of parliament, who was wounded by No- 
vember 17th in 1992, backs the idea. Western 
diplomats say they see a new will to get to 
grips with terrorism. 

Yet the wheels of Greek justice tum 
slowly. The Socialists had promised tough 
new legislation by Christmas to make it eas- 
ier to bring suspected terrorists to trial. Based 
on measures used elsewhere in Europe, it 
would include witness-protection schemes, 
DNA testing of suspects and trials held in 
camera, without a jury. Alas, it turns out that 
the proposals will not reach parliament for 
several months yet. 

George Kassimeris, a Greek journalist 
who this month published a book in English 
about November 17th called “Europe’s Last 
Red Terrorists”, says the group stays un- 
scathed partly because, unlike Italy’s Red 
Brigades and Germany’s Red Army Faction, 
it has remained small and secretively close- 
knit. But many people think that police in- 
eptitude, nonchalant politicians and the 
anti-western feelings still strong in Greece 
are also to blame. November 17th, in effect, 
has been accepted as a part of the Greek po- 
litical scene. Mr Simitis faces an uphill task. 
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|. 7O BACK a few days, to the evening of December 14th, and 
UO XE imagine you are a political spin-doctor in the court of Presi- 
"Ez dent Jacques Chirac. Your man is about to face the television cam- 


«eras, and you are understandably nervous. For he is besieged by 
7 tales of corruption, queried even by fellow conservatives, dogged 
by whispers that at 68 he is not as robust as he seems, A dreadful 
thought is in your mind: a bad performance—a drop too many of 


away the presidential aura and mark the beginning of the end. In 
other words, with a presidential election looming in the spring of 
2002, Mr Chirac may start to look like a loser against Lionel Jospin, 
the Socialist prime minister with whom the electorate has con- 
demned him to “cohabit” since the general election of 1997. In- 
deed, might Mr Chirac even bow out beforehand? 

Calm down, spin-master. For its 


Jacques Chirac, not what he was 








Now, it is different. “I was the first", as prime minister in 1988, to 
bring in a law (later strengthened) on party finance. Nowadays 
companies cannot make political donations; campaign spending 
is limited. So today “there is no moral crisis in France. There is no 
political crisis. The French do not live in a country where corrup- 
tion reigns.” In any case, some of the stories are simply incredible. 

So why not at least voluntarily testify before the investigating 
magistrates, even though sitting presidents have immunity? Be- 
cause the president, as guarantor of the state, must stand above its 
institutions. "Those who attack me know full well that I cannotde- 
fend myself, cannot even sue for defamation. Tam the permanent 
victim in this affair." 

Ah yes. A year that was going so smoothly for the president, 
while Mr Jospin lost one minister after another and looked un- 
comfortable abroad (most memorably 





first half-hour, the television perfor- 
mance has gone well. Relaxed in an 
armchair in the Elysée, the president 
has eloquently defended. France's 
much-criticised handling of the ки% 
recent summit in Nice. He has. mod- 
estly taken credit for banning the feed- 
ing of potentially maddening meat- 
and-bone-meal to cows. He has talked 
soberly of the perils of too hastily re- 
forming France’s constitution. He has 
mused on the future of troubled Cor- 
sica, and told his compatriots that they 
should be consulted before “our re- 
publican pact” and the nation’s unity 
are put at risk. He has even suavely re- 
fused to endorse France’s national 
scorn for the strange manner in which 
Americans choose their president. 

All this is a canny way of raising 
doubts about Mr Jospin. After all, the 
prime minister reacted just a trifle 
slowly to the mad-cow scare; hisdevo- 

"lutionary ideas for Corsica have 
caused one interior minister to resign 
in protest; and he has undiplomati- 
cally noted that there will always be 
doubts over George Bush's right to the 








in the Middle East), is ending horribly. 
This. week Mr Chirac took his last 
chance, with France's presidency of 
the gu ending, to look statesmanlike, 
hobnobbing with Bill Clinton in 
Washington. 

Of course, there will be plenty 
. more camera-friendly foreign jaunts. 
After all, a French president is meant to 
project France in all its aspects, from 
commerce to culture, around the 
world. But what if the press paints 
such excursions merely as escapes 
from domestic scrutiny? What if the 
Germans keep blaming France, and 
thus its president, for the souring of re- 
lations? What if the idea of a European 
rapid-reaction force founders because 
of French ambiguity towards NATO? 
What if respected figures on the right, 
such. as. Raymond: Barre, а former 
prime minister, voice a loss of confi- 


Апа as these "what ifs" pile up, so 
the president's. authority. weakens. 
This week parliament was.debating a 
change in the 2002 electoral calendar 
promoted not just by Mr Jospin but 





White House. 
But, at last, the deferential interviewer—French journalists in- 
variably treat politicians. with a respect that English-speaking 
politicians can only dream of—gets round to the questions that 
13m viewers have been waiting for. What about les affaires”, the 
scandalssurrounding political finance in the Paris region when Mr 
Chirac was mayor of Parisand head of the Gaullists' Rally for the 
Republic, which allegedly benefited most from the corporate 
kickbacks given in etum for public-works contracts? What about 
the arrest of Michel Roussin, Mr Chirac's right-hand man in the 
1980s when he was mayor of Paris and then also prime minister? 
What about the videotaped testimony of the late Jean-Claude 
` Méry; whoclaims to have handed a pile of illicit cash to Mr Rous- 
sin in Mr Chirac’s presence? 
The body language changes. Mr Chirac leans forward, ad- 
dressing the interviewer- “Monsieur Poivre d'Arvor”, himself 


i: -onceconvicted of accepting illicit favours—with deliberate polite- 


ness. These "scandals" belong to the past, when "all the political 
parties" could not raise the cash they needed “by normal means”. 





also by a conservative. ex-president, 
Valéry Giscard d'Estaing, still bitter that Mr Chirac challenged his 
re-election in 1981 and so gave victory to the Socialist Francois Mit- 
terrand. The idea, advocated on practical and political grounds, is 
to hold the presidential election before the parliamentary one—a 
sequence the Elysée's pundits fear will favour Mr Jospin. 

But the worst worry is that the magistrates, whose views leak 
out toa press that cares little for the “presumption of innocence", 
will find a living witness to give damning evidence against the 
president. No wonder those. spin-doctors in the Elysée feel 
haunted. The legally-minded told Mr Chirac not togive last week's 
television interview; the political advisers said he had no choice. 

Who was right? After the television show, Mr Chirac's ap- 
proval rating dipped to 55%, two points lower than a month ago; 
Mr jospin's went two points up, to 51%; Still, 70% found Mr Chirac 
"sincere". But the way ahead looks dodgy. Asan ex-minister puts 
it, "Each morning Chirac and Jospin wake up to say a prayer for 
2002." So do the spin-doctors. Mr Chirac is still in with a chance. | 
But he is not what he was, no longer soconvincingly presidential — | 
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t investment (FDI) in the past 
decade-the highest per capita in Central and 
Eastern Europe-from a range of the world’s 
largest multinationals whose: production 
account for 55% of GDP and with economic 
growth and industrial exports surging at 6% 
‘гапа 31%, respectively, one might expect some 
complacency in the Ministry of Economie’ | 
Affairs. Instead, one finds new initiatives. 

With privatisation-which accounted for 
the bulk of FDI stock=nearing completion, 
Hungary has unveiled a national development 
strategy named after the 19th century 
Hungarian innovator Count Istvan Széchenyi, 
whose technological and economic reforms . 
laid the groundwork for the country's 
attainment of West European development 
levels by the beginning of the 20th century. 

"The Széchenyi Plan maps a development: 
path for the next seven years, preparing us for 
EU accession," declares Marianna Pongorné 
Csákvári, deputy state secretary at the 
ministry, citing the public-private partnership's 
seven priorities: small- and medium-sized 
enterprises (SMEs), tourism; regional 
development, transport infrastructure, R&D, 
IT intensity and housing. 

The government has earmarked $1 billion 
іп the form of grants for 25-30% of the cost 
of projects awarded through public tenders 
beginning in 2001 with additional support 
from EU pre-accession funds. The private 
sector-including foreign investors-woüld 
assume the lion’s share of financing, 
potentially in consortiums involving 
municipalities. and Hungarian businesses. 

"One of our objectives is to integrate 
multinationals deeply into the economy," says 
Ms Csákvári, noting the ministry's strategy of 
increasing the number of SMEs supplying 
multinationals. The promotion of such co- 
operation has been one of the key tasks of the 
ministry's inward investment and trade 
development arm, ITDH, during the past year. 

ITDH mediated a quarter of the $2 billion 
of FDI that flowed into Hungary in 1999 and 
expects to do better this year. Through its 
network of domestic, European and overseas 
contacts, it matches multinationals with 
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potential domestic suppliers in prioritised 
sectors and areas of the country. Through 
ITDH's efforts the country has attracted 
investors such as Flextronics, Philips and IBM. 
Ms Csákvári notes that ITDH is пога © 
newcomer to public-private sector 
partnerships. It participates in the US Eastern 
Hungary project, the brainchild of the US 
embassy that has set up three offices in 
Hungary's less-developed eastern region to 
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facilitate investment. The project has been 
particularly successful in drawing medium-size 
US firms. "It provides US companies with 
relevant contacts and the embassy's 
involvement enhances investors’ comfort 


level," says Ms Csákvári, adding that ITDH is. 


co-financing the project. 

Similar initiatives include agreements with 
Austria, Switzerland and Italy, the latter 
notable for its involvement of Italy's vibrant 
SME sector. "ITDH provides Italian SMEs 
with information and project leads," explains 
Ms Csákvári. About 200 projects-mainly in 
light industry, textiles and food processing-are 
currently being circulated in Italy. 

On the tourism front, Budapest is already 
well developed, with several five-star hotels, 
two six-star hotels under construction and a 
2,000 - 3,000-seat conference centre slated. 
Thus Ms Csakvari has set her development 
sights further afield. 

She points to the town of Hajdüszoboszló 
as a model for the sector's future development 
based on thermal waters, in. which the country 
is rich. The formerly small village in the Great 
Plains grew into a town through its spas, 
hotels and a thermal water-based theme park. 
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Ms Csákvári sees similar development 
opportunities for foreign investors in bigger 
spa towns süch as Hévíz and Bükkfürdó: 
are focused on quality tourism, both bu 
and cultural; " she says. 
Ms Csákvári cites Hungar 
corporate tax.rate and incent 
level telecom infrastructure and highly 

























labour force is creative, highly qualified and 
relatively. inexpensive," she says; " Over the 
past decade FDI has made Hungarian: 


| productivity: growth the fastest in the region. 


Extending such productivity growth: 
throughout the economy would indeed mak 
Count Széchenyi proud. : 









Mergers and acquisitions 
Consolidating opportunities 

Fuelled by liberalisation, competition and 
accession, a drive for national-and pan- < 









































“sectors is underway, according to Les 
- Nemethy, managing director of Euro-Phoer 
a Budapest-based, Central Europe- -focus i 
M&A financial advisory boutique: 
"Fragmented sectors are ripe for. 
consolidation," says Mr Nemethy, a lew ег 
whose: prior stints include as head of. 
transactions at Hungary's privatisation agenc 
expert on privatisation and infrastructure af 
the World Bank in Washington and boss of 
Vivendi in Hungary. He cites telecom, Intern 
media, IT, food processing and energy as 
dynamic areas. : ‹ 
“UMTS and point-to-multipoint license 
will be the next opportunity in Hungary’ s 
booming telecom market" Mr Nemethy says 
noting that consolidation is continuing in the 
Internet and cable sectors. — us 
Mr Nemethy sees international IT player 
following their clients into the région, putting 
pressure on local systems integrators, whi 
facing both intensifying price competition an 
burgeoning staff.costs, are set fora shakeo 
A-similar streamlining is likely in the. 
media sector. "There are too many à 
unprofitable: newspapers that face increasing: 
electronic competition," declares Mr Nemeth 
In the food and beverage sector, 
consolidation plays would enable buyers to 
reap economies of scale, strengthen brands 
and expand exports. Multinationals. are 
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acquiring beverage makers, particularly 
mineral water, in efforts to create а dominant 
regional player, | EE 

While ample opportunities exist 
throughout the region, local insight is crucial 
for success, cautions Mr Nemerhy. "Cultural 
sensitivity and the right contacts can make or 
break a deal." 


Legal issues of FDI 
Cultural differences 


While the Hungarian legal system is well 
developed and increasingly harmonised with 
that of the EU, foreign direct investors must 
be aware that it is a distinct legal environ- 
ment, according to Ildikó Varga, executive 
partner at Nagy & Trócsányi, Hungary's 
largest domestic law firm. 

Ms Varga notes significant greenfield FDI 
‘activity among clients in the electronics sector, 

сїр a toner cartridge facility by Lexmark 
and component production facilities by FCI 
"anda major Korean group. Investors 
requiring an industrial setting but not locating 
‘in a turnkey park must first manage the 
acquisition, registration and zoning of land. 
"Attention must be paid to zoning and 
“environmental due diligence is a must, 
requiring interaction with several local 
authorities," she says. 

Once the land is sorted construction can 
begin-after receiving approvals from up to 20 
authorities, "Construction must comply with 

Hungarian regulations, which investors from 
developed countries find difficult to 
understand," explains Ms Varga. 

While investors tend to focus on 
Corporate income tax incentives, she points 
© out the importance of negotiating local tax 


5:57 conditions prior to investing. "Investors 


:cannot rely on decrées but need a contract 
with the municipality," says Ms Varga. 
Given Hungary’s WTO membership, 
intellectual property registered abroad is 
“automatically protected. But in certain cases 
she suggests additional coverage or a 
corporate structure solution, citing an 
Hungarian joint venture between a brand 
name electronics firm and an EU 
manufacturer that bound tlie intellectual 
property to the production. 
"Investors must realise Hungary has a 
different legal, cultural and ethical 
environment," Ms Varga says. 


The Arctic Group 

Comparative advantages of nations 

"The government has continually. committed 
Hungary to long-term growth and the country 
has proven her stability and vision with 
NATO membership and preparation for EU 
accession," declares Toby Elwin, CEO of 





“The Arctic Group, а business development 


and consulting firm that accelerates market 
entry for. foreign investors into Hungary and 
selected Asian countries. 

"While Hungary is Central Europe's per 
capita foreign direct investment leader, the 
country suffers from an image gap," says Mr 
Elwin. “But one need look no further for 
success. stories than the world's largest 
company, GE, which has been operating in 
Hungary since the opening of her economy." 

With significant experience in Asia and 
the technology sector, Arctic has chosen to 
prioritise Hungary among developing 
European countries given what it believes to 
be unique comparative advantages, including 
proximity to the EU, advanced 
communications infrastructure and a highly 
developed technological education system. 

While Hungarians have a history of 
achievement, including the highest per capita 
number of Nobel prize winners, the country's 
tumultuous history has meant that such 
achievement was often realised abroad, Take 
Les Belady, Arctic's chief technology officer, 
who fled after the 1956 revolution against 
Soviet rule. Mr Belady, who had earned two 
engineering degrees at the Technical University 
of Budapest, the early training ground for 
several Nobel prize winners, landed at IBM, 
where he held senior positions in software 
development, and later headed Mitsubishi's 
US R&D activity. 

Now commuting between Austin and 
Budapest, Mr Belady is one of many 
expatriate Hungarians who have returned, 
reversing the brain drain, “Virtually all the 
largest multinationals are in Hungary, which 
is on the verge of the next stage of economic 
development," he says, noting that Hungary 
should be considered a stepping-stone to both 
Central Europe and EU markets. 

Arctic provides consulting on issues such 
as market potential, site analysis, supply chain 
options and regulation. “Our international 
experience enables us to relate to investors 
from around the world," says Mr Elwin, 
"While Hungary functions along free market 
lines; some old habits die hard and navigating 
through this alone is costly. This is Arctic's 
value added." 


Regional development 

Ground floor, going up 

Given Hungary's location in Europe, 
separating the reformed west from the 
orthodox east, regional disparities in 
economic development are not surprising. 
While greater Budapest and the northwest 


attracted significant export-orientated 
manufacturing, the country's eastern and 
southern regions have been developíng 
more slowly. OM 
Balancing this historical inequality is the 
job of Zoltan Cséfalvay, deputy state secretary 
for regional economic development at the 
Ministry of Economic Affairs and one of the 
architects of the country's national 
development strategy entitled the Széchenyi 
Plan (see Foreign direct investment above), one 
priority of which is regional development. Mr 
Cséfalvay argues that the sort of obvious 
investment opportunities found in Budapest 
and the northwest a few years ago now lie in 
the country's less-developed regions. 


Regional development initiatives 
The way ahead 








Mr Cséfalvay sees strong potential in 
tourism, which accounts for 11% of GDP, 
given the country's thermal waters, castles and 
rich culture, In addition, the branch holds 
potential for small- and medium-sized 
enterprises. (SMEs), also prioritised by the 
Széchenyi Plan. Surveys indicate that the 
market could support four to five 500-seat 
countryside conference facilities and a theme 
park development and major conference 
facility is expected in the Vienna-Budapest- 
Bratislava-Balaton quadrant. 

Industrial parks; the tenants of which play 
a major role in exports and GDP growth, offer 
a turnkey element that can fast-track regional 
development. Most of the 112 such parks are 
in an early phase of development, so the 
ministry is aiming at qualitative gains, 
including improving services with a focus on 
innovation, establishing logistics hubs, 
enabling technology transfer and encouraging 
the incubation of high-tech start-ups, all of 
which support domestic SMEs. 

Mr Cséfalvay emphasises that ample ` 
opportunities remain to set up in industrial 
parks, ranging from those that offer high- 
standard services to newer parks where the 
first investor could influence its development. 
And investment located in industrial parks can 
benefit doubly from government support, First, 
when the industrial park obtains. funds for 
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~~ infrastructural development, and second, 
from investment promotion schemes. Plus, 
some industrial parks | ted in customs- 
free zones. 
Complementing th 
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border regions. 





es are to become 
focal points of ec activity, fuelled by 
their respective comparative advantages. The 
government would ensure the zones’ long-term 
development by providing necessary 
infrastructural improvements, such as new 
motorways and information systems. 

By virtue of his mandate, Mr Cséfalvay 
thinks in regions. He is particularly bullish on 
the southeastern region, where he sees 
opportunities from peace in Yugoslavia, 











' starting with reconstruction projects. He also 
notes that the work force in that region is 


particularly innovative. "The people working 
on development projects there are the best in 
the country," he states, "Projects are put 
together quickly and professionally." 

Around Szeged, the region's capital, a 
major development project is on the drawing 
boards, including an industrial park, relying on 
the region's rich scientific and research 
capacities. The state secretary notes that the 
town is recognised abroad as a biotechnology 
centre. A thermal spring bounty also holds 
significant potential for the area, and will 
receive practically all of the region's 2001 
Phare tourism funds, 

Similar human and natural resources 
figure high in the southwest, which. Mr 
Cséfalvay says remains underexploited despite 
good links to northern: ип and southern 
German firms. 

"Hungary has a fast-growing economy 
with good prospects,” asserts Mr Cséfalvay. 
"Those who come the earliest benefit the most. 
We are on the ground floor to the markets of 
the future." 


Gyór Business Park 

Location, location and location 

With 188 criteria for-choosing a business loc- 
ation in mind, German, research institute 
Empirica ranked Hungary’s northeast region of 
Győr first among 155 Central and East Euro- 
pean locations. "These factors were behind the 
decision of several well-known companies to 
locate here," says Anikó Magasházi, managing 
director of the Gyór Business Park. 

The park, a finalist in an international real 
estate association (FIABCI) competition, was 
founded.in 1991 by an Austrian-Hungarian 
joint venture involving Bank Austria 
Creditanstalt, Austrian construction firm 
Mischek Bau and the Municipality of Győr, 
which offers minimum 2-year tax holidays to 





settlers, now numbering 23. They include the 
likes of VAW, BP Amoco, Philips and MAN, 
and are involved in production, warehousing; 
administration and distribution. 

The park is situated 5 km from the centre 
of Gyór, which has a highly developed 


educational system and is equidistant (120 km)... 


to Vienna and Budapest, linked to the: park via 
main rail lines and motorway. 


Fully-serviced plots are offered with рве 


standard infrastructure in a landscaped area.’ 


The park's management assists investors with ^ 
local contacts, project preparation and staffing. ^ 


A range of services are available on-the-spot, 
including public transport, customs clearance 
and bonded warehousing. And synergies are 
explored at networking events. 

“A centre for business service companies 
was developed due to demand," says Ms 
Magasházi, noting that a connected Innonet 
Innovation and Technology Center, funded by 
Phare, offers offices and workshops to 
innovative entrepreneurs. "We provide a 
turnkey solution in the region’s best location,” 


Harbor Park 


Down to the crossroads 


Of ten transit corridors planned by the EU тос 
connect itself with Eastern Europe and Asia, ` 
three~a north-south, a south-north and the 
Danube river-criss-cross Budapest. The 
opportunity has not been lost on Crow 
Holdings, which initiated, is developing and 
will manage Harbor Park, a logistics and 
business park also backed by Lehman 
Brothers, Heitman and local investor Wallis. 

“Industrial real estate products are not yet 
widely available here," says Ferenc Dobó, 
managing director of Crow Holdings in 
Hungary, noting that facilities used for 
production and distribution were often 
designed for other purposes. "Harbor Park 
will be a modern, efficient business and 
logistics centre that minimises locational risk 
and offers expansion possibilities up to 
180,000 square meters (sqm)." 

Situated at the southwestern tip of 
Budapest on the Danube, the park is 
accessible via intermodal-capable industrial 
railway, motorways in all directions and a 
commercial port is planned. Public transport 
links the park to the city centre. And a joint 
venture with the local municipality enable 
common costs to be more than 40% below the 
competition. "The presence of an on-site 
customs office is another benefit," notes Mr 
Dobó. 

The first two buildings totalling 15,000 
sqm will open in February 2001, up to 60,000 
sqm more is slated for completion by year-end 
2001 and a full build-out is planned by 2004. 
Of park activity, Mr Dobó reckons that 70% 
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as ‘Look at what happened in European citie 
| during the past. decade,” says: Magnu 
“Karlsson of Skanska. Hungaria, 


“suburbs, Mr Karlsson anticipates a sim 
"mend in Budapest. To prove it, his firm 


“developing the West Gate Business Par! 1 
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will be logistics, 20% light тайап 
the balance telecom facilities: "Business 
are a new and essential’ part of infr. 
for a modern economy," he says. 


Suburban development 
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exodus of businesses from city ce 





Törökbálint, a 15-minute drive northwes 7 


Construction on the up to 25 ,000 square 
meter integrated office / warehouse comple 
which already houses the Hungarian oper. 
ions of Johnson & Johnson, Renault, Good 
Dunlop and Thorn Lighting, began in August 
1998.and is slated for completion in 200 

Companies typically have an 
administrative office in central Budapest a 
warehouse-often ageing and built for апо 
purpose-on the city’s outskirts. While reni 
an old warehouse. may seem а bargain, t t 
snag is that the inefficiencies inherent in 
separate locations, an out-of-date logistics 
operation and higher maintenance costs ma: 
outweigh the savings, according to Mr 
Karlsson, who argues that it makes mor 
to locate outside the city center. . 

One issue is space efficiency. А 
contemporary warehouse can have 30-50% 
higher capacity per square meter than an 
one. Another is the availability of space fc 
expansion-an important corisideratión give! 
Hungary’s fast pace of GDP and export i 
growth-often unavailable unless рге-р!аппе 
"Clients frequently ask for. more space than 
they initially require,” explains Mr Karl 50 
"Our architect sits down with them to un. 
stand their needs to plan for cost-efficient 
expansion. with minimal disruption." 

And then there are qualitative facto 
"We design each building to correspond to th 
tenant's image," says Mr Karlsson, noting 

2576. 0f the park's footprint is "green" spa 
And the Swedish-developed. park pays c 
attention to environmental issues, "Мап 
companies, particularly American firms, have 
achieved ISO 14000 environmental cert 
ification,” notes Mr Karlsson, "This is an 
increasingly important issue vis-á-vis the EU 

"West Gate’s integrated office/warehous 
model is a new concept in Hungary, offeri 
customisation and flexibility," emphasises” 
Mr Karlsson, "Our philosophy is to give our. 
clients exactly what they need, not more an 
not less.” 
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Trends in Development 


World Economic and 
Social Survey 2000: 
Trends and Policies т ES 2000 
the World Economy | Ds 
Authoritative and reliable, the 
World Economic and Social. Survey 
2000 offers a unique insight into 
current trends and policies in 
the world economy. Essential to «| 
both academics and business 
people, this Survey chronicles a 
< remarkable recovery after the 
crisis years 1997-1999. It also 
forecasts continued and increasingly widespread economic 
`. growth heralded by the revolution in information and 
(p o communications technology. 
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World investment Report 
1 2000: Cross-border 
Mergers and Acquisitions 
and Development 
Recognized worldwide as an 
authoritative source of information 
analysis on foreign direct: 
stment (FDI), this year's 
ori. of the World Investment 
port addresses the phenomenon 
ОЁ cross-border mergers and 
' acquisitions. It provides а 
comiprehenstive analysis of the current trends and 





| developments in key areas of a ‘globalizing world economy. 
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Statistical Yearbook on CD-ROM 

This newly released CD-ROM provides an overall 
comprehensive description of the world economy, its 
structure, major trends and recent performance, Covering 
all the countries and areas of the world, and including over 
one million entries, the CD-ROM provides official United 
Nations statistics for an 18-year period through 1998. 
Included in the special features are: the ability to search and 
rearrange the data; and the ability to download data for 

— further analysis. The Statistical Yearbook on CD-ROM is 
invaluable for all involved in international business. 
Recommended PC configuration: IBM PC, Pentium 200 or 
better, Windows 95/98/NT 4 or higher, 32 MB of RAM, 
CD-ROM Reader x 16, Display resolution of 600 x 800 did 
16-bit or higher, 55 MB of disk space. 
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Public Economic Enterprise Air Algérie 
Joint Stock Company with authorized 
capital of 2.500.000:000 DA 


NOTICE FOR. 
EXPRESSING INTEREST 
IN THE PERFORMANCE OF 
CONSULTING SERVICES 


Within the framework of a restructuring and 
development program, the Board of Air Algérie is 
considering the opening of the capital of the firm to 
investors. 

To this end, the Board is inviting specialized consulting 
firms to express their interest for assisting it in this 
project. 


The awaited services include, notably: 


Analysis of the actual situation of the firm 
Determination of medium term strategies 
Analysis of alternative ways of capital opening 
Recommendation of a preferred course of actions 
and analysis of the alternative ways possible, 
justification for the most appropriate method, as 


well as determination of the necessary conditions 
for its implementation. 


To this end, terms of reference have been finalized. 
They may be downloaded from the following Internet 
site: 
http://consult.airalgerie.dz 

The consulting firms that cannot reach the above 
mentioned site may send their request to the following 
e-mail address: Consult@airalgerie.dz in order to receive 
communication of the terms of reference... 


The. deadline for receiving answers. to’ the present 
notice із set for the 15th January 2001: 


The answers must be put ura scaled envelope and sent 
to the following address: І 


Air Algérie 
Direction Générale 
1, Place Maurice Audin, Algiers 
Algeria 











HILDRENarenostrangers to war. Unicef, the UN 

children’s::fund, reckons. armed conflict has 
killed over 2m of them in the pastdecade, and left 6m 
injured. Notall are merely victims, however. Maybe 
300,000 today serve as fighters, porters and runners 
in 30 or so conflicts around the world. Some units of 
the Tamil rebels in today’s civil war in Sri Lanka are 
largely made up of what others. would: see as- chil- 
dren; young boys have committed some of the vilest 
brutality in Sierra Leone. 

Some of these young fighters are forced to fight. 
Many choose to, like the young Palestinians risking 
death this autumn to sling stones at the occupying 
Goliaths of Israel. Huge numbers of teenagers took 
part when Iran fought Iraq in the 1980s. Yet, the num- 
bers apart, that is nothing new. Adolescents de- 
fended Berlin against the Russians in 1945, ships’ 
boys were long a feature of the British navy, and 
drummer boys thronged in the American civil war. 

But whole armies of children, led by children? 
Yes, it’s happened: in the “children’s crusade” of 1212 
against the Saracen rulers of Jerusalem. 





The pure, strong and foolish 


Who-—and why-—were these deluded adolescents? 
One short answer is that they were fools. They be- 
lieved, as did the thousands of adult Christians in 
other crusades, in a religious duty to kill the infidel 
and free the Holy Land for Christendom. At that time 
people believed in all sorts of crazy things, but even 
fanatics should have realised that a gaggle of un- 
armed children would be doomed—probably before 
they even got there. 

Yet they went. There were some reasons for 
young enthusiasts of the day to believe they had a re- 
ligious role. In northern France, where some of the 
more than 7,000 child crusaders were recruited, there 
was a deep respect for the “Innocents” —the children 
of Bethlehem murdered by Herod. Ceremonies held 
on each December 28th, Innocents’ day, saw chil- 
| dren picking and consecrating their own child- 

‘bishop. Children of the time were also told they 
could find salvation by helping to build cathedrals, 
such as that at Chartres. And reverence for the ideal 











Fairly holy innocents 


In 1212, a would-be army of children set forth to restore the Holy Land to Christendom. 
They didn’t even get there. Why did they try? 








of poverty, in which the meek and humble are con- | 
sidered pure, and so blessed by God, was still strong | 
in much of Europe. Frugal St Francis of Assisi was 
alive at this time (though not a saint yet), and was 
popular for his pure and simple Life. Surely, the chil- 
dren thought, innocent souls that we are, God will 
favour us. To judge from the gruesome fate of the 
young crusaders, they were wrong. 

The children who set out in the spring of 1212 did 
so when amateur enthusiasts for holy war, old and 
young, were eager to try their hands. This was the 
time of “popular crusades”, but also а period of 
shame over the earlier failure and misdeeds of ram- 
paging military men. Some of those cross-clad war- 
riors did not even aim for Jerusalem, but battled 
within Europe. For 20 years from 1209, they set upon 
the Cathar heretics in south-western France, follow- 
ing acall to arms by the ill-named Pope Innocent uit, 
whose blessing made this too a crusade. Sickened by 
such things, others sought battles for true and pure 
ends; which, to them, could well include making war 
on Muslims. 

Later in the century (and again in.1350). there 
would. be a shepherds’ crusade. Like the children's 
one, it was led by a charismatic individual who wan- 
dered to and fro in northern Europe, where popular : 
passion for crusades (and similar pseudo-religious 
crimes, like murdering Jews) was particularly strong. 
Matthew Paris, a monk and chronicler who lived in 
England in the 13th century, was scathing about the 
shepherds’ leader: 





This impostor, who could speak French, German and Latin, 
wandered about everywhere preaching without papal au- 
thority or the licence of any prelate, falsely claiming that he 
had received an order from Blessed Mary, the mother of the 
Lord, to summon shepherds and herdsmen... He said that 
heaven had granted them in their humility and simplicity 
the privilege of recovering the Holy Land...they gradually 
began to follow him, leaving their flocks, herds and studs 
without asking their lords or relatives. 


| 
| 


Some 100,000 shepherds, supposedly, were mus- 
tered for their first crusade. They marched beneath a 
bannerofalamb;againtliesymbolof innocence and 
humility. In 1309 the so-called "popular crusade" 
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CRUSADE 














THE CHILDREN’S @ 
CRUSADE | 





was again to emphasise that the proud and rich had 
failed to retake Jerusalem; which, with remarkable 
logic, was taken to mean that God intended the weak 
and innocent todo so. 


The pious to Paris | 
Such preaching in the years before 1212 undoubtedly 
encouraged the youths to set off on their misadven- 
ture. One bunch formed in the spring of that year, in 
Vendôme; south of Paris. There, a boy called Stephen 
of Cloyes claimed Christ had come to him in a 
dream, delivering a letter from heaven. Mustering a 
large group of young fellows, he marched to Saint- 
Denis, just outside Paris, intending to pass on the 
contents of his “letter” to the king, Philipu, before set- 
ting off for Jerusalem: The king told them not to be 
idiotic and to go home. Some took his sensible advice, 
but many marched or rode south to Marseilles. 

A far larger mass of youths 
had already gathered in the 
Rhineland, destined to go “to 
God”. Their leader, a boy from 
Cologne called Nicholas, was 
able to muster thousands of 
otherchildren, plusa few clerics 
and other adults, for the march 
south. His aim was to capture 
the Holy Sepulchre. His author- 
ity? He had seen a cross of light 
inthe sky, noless. 

Who knows, it may have 
been easy to tempt bored 
youths away from the drudgery 
of farm work with a promise of 




















rats and then its children. But the date of those chil- 
dren’s disappearance is reliably known (with curious 
precision) to have been June 1284, more than 70 years 
after the crusade. 

By July 1212 the crusaders had set out, Nicholas at 
their head. They marched along the Rhine, through 
Mainz, Speyer and then into the Alps. Hordesdied en 
route from hunger, disease and exposure, as they 
picked their way through the mountains, via the 
Brenner pass between Innsbruck and today’s Bol- 
zano. Others are reported to have been murdered or 
raped. Some, according to the same report, were per- 
suaded to turn back along the way--at Piacenza, in 
northern Italy, for example—and were made to re- 
turn to mockery at their homes.Some of the children, 
it is thought, were diverted to Venice. But a few ar- 
rived at Genoa, on Italy's north-western coast, by late 
August. The chronicler adds: 

One thing is sure: that of the many 
thousands who rose up, only very 
few. returned. 

At the sea, the children had 
promised themselves, God | 
would intervene and assure a 
passage to Jerusalem. One report 
suggests they expected the sea to 
part, another that they thought 
they would. be able to walk on 
water. Neither happened. 

The group of children from 
Paris reached Marseilles by the 
Rhône valley. According to one 
Alberic of Troisfontaines, two | 
merchants іп the town, Hugh 











travel,adventureand a pleasant 

afterlife. What of weaponry, organisation and train- 
ing? They would need nothing but God's support. 
The authorities in the Rhineland apparently did little 
tostop them going. According to one chronicler, writ- 
ing a year after the event, 


many thousands of boys, ranging in age from six years to full 
maturity, left the ploughs or carts that they were driving, the 

flocks that they were pasturing...despite the efforts of their 

parents, relatives and friends to make them draw back. 


No piper to blame 

These children gathered in northern Europe, leading 
each other away for adventure. Some suggest the 
children’s crusade was the source of the tale of the 
Pied Piper--à man who appears.in the town of Ha- 
melin, in Westphalia, and leads away first the town’s 





Ferreus..and William  Porcus, 
eventually provided seven ships to carry these chil- 
dren eastward. Hundreds of children were said to be 
aboard each vessel, singing as they set sail. Two of the 
ships were wrecked off Sardinia, drowning the 1,000 
or sochildren aboard. The other children, thousands 
more, reached Egypt, not Palestine: Thanks to errors 
of navigation? Probably not: the mariners took them 
to slave markets and sold them—-to the Muslims. 

Most of the boys left in Genoa (girls are rarely 
mentioned) apparently dispersed. Some of the more 
earnest went to Rome; seeking a meeting with the 
pope (who had never blessed their crusade) and per- 
haps release from their promise tocarry it out. А very 
few, some of the boys from Cologne, may indeed 
have reached the Holy Land; but so few that neither | 
the Saracens nor history, it seems, took note. B 








78. 


THE ECONOMIST DECEMBER 23RD 2000 






Reducing complexity is scmetimes useful, although it often has. a cost att 
But you can turn complexity to your advantage. : \ ; 
This particularly holds true in business, government and technology. 
ThinkTools supports your innate capabilities to deal with complexity and knowl 


Think Tools 


www,thinktools.com. 





CHRISTMAS “iy, 
QUIZ F 





Or vice versa. Test yours. More questions, | and all the answers, are on page 81: 




























b) Francis Younghus- Тапа. 13 In whatcountries 
band dj the Villeneuve family (try your imagina- 
c)RansomEliOlds  e)Babe Ruth tion before your at- 
/  d)Claes Oldenburg < f)Old Trafford las...) are: 
; Voces the Old Man of Hoy  . a)New Amsterdam 
| h)the Royal and Ancient. b) New Canton 
| 5Wheremight you 1) 57 old farts | с) New Germany | 
“ameetorhavemet: — 2.74) ћемем England | 
` Old Uncle Tom Cob- | 5 range | 
leigh” v " e) New Providence | 
L : | b)Old Macdonald : #) Меме Etan | 
1Whoor what are or | c)Old Mother Hubbard EE o Neapolis | 
were: d) Young Lochinvar < h)Neagari 


b)the Young Turks f)Old Tom Morris | i | jNeubukow 

c) Young Italy. RUE mo NEM iu MEME Neuvic 

d)the Junkers ; ОМ Nova lorque 

e) Jugendstil 6 Who or what: m)Nova Topola 

Р the New Frontier... a)wascalledforbyOld .. T п) Nowa Nowa 
в) the New Model Amy —KingCole ; 0) Novelty 

D theNew Republic b)iscalled after Old | p)New Invention 


















the Nouvelle Vague Moore 19 Whatonesport s 
ү j wu. tjealdedtoPoorOldJoe ^ links, and what are: 
: Di | ss Ajthe Old Fimmgame 14...orindeed: 
b)Juventus :a)Old Bar 
| How many years c)Old Etonians .. b)Old Cork 
old when they died d)the Nou Camp Old Crow 
were: C e)Newell'sOldBoys .... d)Old Mystic 
a) Tiny Tim i ioi E) Old Wives © 
b) Young Werther f)Ould Yenje 





c) Hamlet £) Castelvetrano 
d)OldJolyon poc RN 
n Methuselah 
` Hcc 15 Who wrote: 
2And whoor what: - a)Old Mortality 
JOldGlory 8Where would you с |. b)Old Possum's Book of 
D the Old Believers: : find and what are: с. Practical Cats 
| ¢)theOldContemptibles а) the Ponte Vecchio TM c)The Old Curiosity 
id) the Old Hundredth b) Old Faithful Shop 
e) the Old Lady of c) the Jungfrau 2: The Old Man and the 
Threadneedle Street - d)Maidi 11 What: 
f)theGrand Old Party e)Old Nick a) people lived in the Ol- ihe Old Menatthe 
g#)the Grand Ole Opry f)Coniston Old Man: duvai Gorge 200. 
| h)the Grand Old Duke of n dstPauls - b)thingshappenatthe ` La Vita Nuova 
York ` Old Vie 9) The Water Babies 
| ijOle Man River ©; va 2o Sos) Qis proverbiallyex- .  -h)Childho 
-| jyAuldReekie -= ; ¿F changed for old rope 
k)thePalacologi |е. р d)treesgrowin Alten- 
Dlesnmortels UU MONS 





| 
| 
| 
| 
| 
| 
| 
| 
a)the Young Pretender e)AYoungLadyofRiga — B | i)NuevoLeon 
Ё 
i 


























3In whatfield are : Ў | 12Whatarethe ` 
these names noted: b. ZA | presentnamesofthe | 
a)John Newman Nd | former: 
b)Paul Newman j M a)Nieuw Amsterdam 
¢)John.von Neumann b) Nouvelle France 
9Whatsportsdoyou c)Neu-Pommem '.. 
associate with: d)Nueva Granada 
4 What, notably, did . a)Newmarket e)NewHebrides- 0ni. 
these men do: b) the New York Knicks — f)Nova Albion | ' | 
| a)Brigham Young c) Newpott, Rhode Is- g) Nova Lisboa | | - 



















8o А THE ECONOMIST DECEMBER 23RD 2000 


Bright young things 





Reality, digitally enhanced. 





© 2000 Canon Inc 
Nhen the impossible is this easy, it's hard to tell where reality ends 
ind imagination begins. From capture to output, Canon's digital imaging 
echnology lets you create your own reality. 


vww.canon.com 


zanon Digital Imaging БИЛА CODE 


09e 1 
E Га E 
iv ede 
Digital Cameras Scanners 


208 ied = 
ч Р Bubble Jet Printers 
™~ e ex ч ^ 





" е 


Tw _ ы 
E P A m 


THE 





Bright young things 





АН, YOUTH. Has there ever been a word more 
£“Aconflictingly loaded? It resonates with infinite 
potential—and loss. Youth is our future, and our 
past. It is everything that is good as well as bad 
about the world. The young are our own children, 
yet they are also the little-understood enemy. They 
are superpredators and they are lost lambs. They are 
the problem—and the solution. They will, for better 
or worse, inherit the earth. 

The young are victims wherever there is trouble, 
from wars to famine. They are also the victimisers, 
from Britain's *yoof" hooligans to America’s inner- 
city gangs. They are an extreme caricature of our cul- 
ture, from the parody adulthood of teenage girls to 
the mystifying obsessions of alienated boys. Yet 
they are also carefully crafted in our own image, 
raised to reflect our values and given every chance 
to improve upon them. 

Read about young people and despair for them. 
They are in perpetual crisis. Fat, lazy and amoral. 
Sexually promiscuous and drug-addicted. Failed by 
a deteriorating education system and sent astray by 
society's dropping standards. Explosive. Aimless. 
Spoiled and corrupted by materialism, television 
and violent video games. Sullen and distant. Armed. 

But know them and rejoice. They are our pride 
and joy, our darlings. They are bright and full of op- 
timism; a brand-new day embodied. They see the 
world with fresh eyes. Today's young will be the 
richest, best-educated and healthiest generation in 
history, and the largest one, too. Their accomplish- 
ments will exceed our wildest dreams. 

And yet the majority of them will live and die in 
poverty, most of their potential untapped. China, 
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India апа Africa between them have more than 1 
billion children, more than half the world's total. 
These developing-world children are responsible 
for almost all of the world's population growth, and 
all the problems that will bring. There are too many 
of them, and every one of them will get less than he 
or she deserves. 


The future belongs to them 


This survey is not, however, about them; nor is it 
about education, moral standards or the psycho- 
biology of growing up. Instead, it is about the grow- 
ing influence of young adults in the world, and es- 
pecially the working world. We are in the middle of 
a changing of the guard. The young are moving from 
the shadows to the spotlight in the workplace, 
thanks to a convergence of forces that play to 
youth’s strength—from technology to the pace of 
change to the tearing down of the traditional cor- 
porate order. 

Why focus on these late teens and twenty- 
somethings? Because they are the first young who 
are both in a position to change the world, and are 
actually doing so. Babies, toddlers and children up 
to their teens are largely creations of their environ- 
ment. But beyond that these days young people 
increasingly make their own environment, thanks 
to the shift in power that gives them opportunity, 
responsibility and tools once reserved for their el- 
ders. The dot.com generation is the most obvious 
manifestation of this, but the trend is both deeper 
and broader, and is already being felt in most big 
American firms. 

At the same time as youth is rising, the rest of 





Youth is a rising 
power, both at 
work and = 
society at large. 
Thank 
technology and 
ever-accelerating 
change, says 
Chris Anderson 










-1. society is bowing to it. Yo 


Young people at 
work can now 
expect opportunity, 
responsibility and 
respect—not to 
mention fun 





th is the beautiful age that 
alder people increasingly aspire to retain or recover. 
Western culture is increasingly a youth culture, not 
because the kids are running the show (yet), but be- 
cause youth is becoming a matter of choice rather 
than chronology, and more people are choosing it. 
No matter what your age, you can think young, act 
young, even, up to a point, look young, thanks to the 
gym and plastic surgery. Nobody will accuse you of 
immaturity or frivolity; just the opposite. They will 





The kids are all right 


OUTH is a time for fun and frolic, and nowhere 

more than in one American playground in Flor- 
ica. Outside, there are basketball courts and volley- 
ball nets. Inside, there are bright colours, Nerf guns 
and a talking life-size Austin Powers cut-out in the 
lift; in the games room, pingpong and pinball. Chil- 
dren of all ages run amok, from the pre-schoolers in 
the day-care centre to the 40-year-old vice-presi- 
dent with the robot collection. 

This particular romper room happens to be not 
aschool, but the offices of CapitalOne, one of Amer- 
ica's largest credit-card firms. A decade or two ago, a 
big financial institution such as CapitalOne would 
have had all the gravitas of, well, a bank. Now the 
firm allocates each department a monthly “fun 
budget", and managers are graded on their "coach- 
ing" skills. The same sort of thing can be found 
across corporate America these days. The kids—in 
spirit, if not always in age—have taken over. It is 
technology that drives business today, and dot.com 
culture has infected everyone. The carriers of this vi- 
rus are the young, who are emerging as the rising 
power in the workplace. 

Take Microsoft, a 25-year-old business with 
40,000 mostly youngish employees, where the dress 
code, in its entirety, is "bathe" (ie, anything goes as 
long as you're clean). Extreme body piercing, shorts 
and blue hair abound, sometimes even in manage- 
ment. The only firm rules on campus are no guns 
and no smoking (this is America, after all). And the 
typical workplace scene at most dot.coms would not 
be tolerated at any high school or politically correct 
university: no-holds-barred Nerf warfare, mid-af- 
temoon hall hockey, videogames, pumping techno 
оп headphones, and the occasional spliff. 

As the frenetic pace of today's working life blurs 
the distinction between personal time and work 
time, so it increasingly mixes up personal lifestyle 
and work style. And as companies concentrate on 
attracting and keeping a younger workforce for its 
technical skills and enthusiasm for change, office 
culture is becoming an extension of 








youth culture. This may be no bad 
thing. Along with the football table 
and company toy budget come 
things that matter more deeply to 
young people: opportunity, respon- 
sibility, respect. Their parents could 
never have hoped to enjoy those at 
such a tender age. 

For most of human history the 
middle-aged have ruled. From Con- 








admire your verve. We are becoming the culture of 
Dorian Gray. 

It is tempting to think of the young in terms of 
generations, each with its own particular character, 
as if that made it possible to predict its behaviour. 
But the trends that are propelling the young to the 
fore today transcend generational waves. They are 
accelerating, and have reached a tipping point. In 
the future, they will give young people clout that 
virtually none of them had in the past. 


fucian ideals to the old boys' club, maturity has al- 
most always trumped youth. With years came wis- 
dom, experience, connections апа influence. At 
work, like everywhere else, grey hair, years of loyal 
service and seniority counted most. Now the tables 
are turning, maybe for good. Older workers will not 
disappear, or even necessarily shrink in numbers, 
but they will now have to share power with fresh- 
faced youths. 

There has been nothing like this since the advent 
of the railroads and the “Со west, young man" spirit 
they created, from which rose the Rockefellers, Mor- 
gans and Carnegies. But what is happening now is, 


primarily the domain ofthe young, as the Internet is. 
Don Tapscott, author of "Growing Up Digital", calls 
this a "generation lap”: the effect, in technology at 
least, is not so much to level the playing field as to re- 
verse the slope. 


The original whizz-kids 

Generations come in waves, some of which are 
more favoured than others because of the vagaries 
of demographics, economics, business cycles, even 
wars. But the current rise of youth is not so much the 
result of a birth boom, a thriving economy or a tight 
labour market, although those certainly help; its 
main cause is a remarkable constellation of factors 
in the business world. 

The most dramatic of these is technology. The 
Internet has triggered the first industrial revolution 
in history to be led by the young. As it has swept 
through corporate America, the Internet has 
brought along its infantry of young things, from 
hard-core programmers (any computer language 
learnt more than a decade ago is obsolete, as are 
many of those who learnt it) to the young generalists 
to whom thinking in web terms is second nature. 
Virtually all American university students today 
have Internet access, as do more than 6096 of pre- 
college kids in their own home. "We had the blind 
luck to grow up on a precipice,” says Rebecca Smith, 
who at 23 is the number two at a fast-growing New 
York dot.com public-relations agency. 

This is the age group that created Netscape, the 
first commercial web browser; Napster, the music- 
sharing technology that has rocked the music in- 
dustry; Yahoo! and many of the other web giants. 
“Never trust anyone over 30", the rallying cry of the 
hippies, has become sage advice for any chief exec- 
utive staffing his dot.com spin-out. 

There have been youth revolutions before, from 
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Young netheads 
Online in America, 96 


— БО 1622-year-olds 





20s flappers to 50s rock'n'roll to 60s radicalism, but 
none of them made the leap from teen bedroom to 
boardroom the way the Internet has. Throughout 
the 2oth century, to enter corporate America was to 
leave your youth behind. You got a haircut, and 
probably a suit or at least a tie. Now the office cubi- 
cle is the new dorm: same hair, same clothes, even 
nearly the same hours. Technology has bridged the 
generation gap. 

But not by itself. If those twentysomethings are 
now enjoying a warm welcome in the workplace, т- 
shirts and all, they have to thank the corporate re- 
structurings of the 1980s and 90s for breaking down 
the traditional hierarchies. In the old 
days companies grew slowly and 
stayed on top when they got there; 
with success came conservative cor- 
porate values. Now corporate order 
can be overtumed in a financial 
quarter, and the world's largest firms 
turn on a dime. The pace of change is 
relentless, with no end in sight. And 
change favours the young: they 
learn and relearn faster and, unen- 
cumbered by families and mort- 
gages, can afford to risk more to try 
new things. 

In many companies, rigid se- 
niority-based hierarchies have given 
way to meritocracies. No longer is 
the ability to navigate internal 
bureaucracies and pay dues the 
most valued skill, The restructuring 
of the past two decades has overturned the implicit 
corporate compact of mutual loyalty that existed as 
long as men wore suits. Today's fast risers do not 
have to spend years sucking up to their superiors, as 
long as they are able to understand e-business or 
have the naive courage to ask “why?”. Corporate de- 
votion counts for less than talent. Employees are 
free agents who stay only as long as they are chal- 
lenged and rewarded; flitting from job to job, once a 
trait of fickle youth, is now an admired sign of ambi- 
tion and initiative. 

Not convinced? Ask yourself these questions: 
Will technology play more or less of a role in future? 
Will business slow down, or continue to speed up? 
And, now that the old corporate hierarchies have 
been torn down, what are the chances that they will 
grow up again? The answers to all of these are bound 
to be encouraging for the young. 


It’s cool 





THE ECONOMIST DECEMBER 23RD 2000 








THE YOUNG SURVEY 5 


But the new ascendancy of the young should 
not conjure up some Lord-of-the-Flies vision of a 
dystopian future where immaturity rules. This revo- 
lution is not just about the chronologically young. 
Youth itself is being redefined. 


We're all young now 


Once, when you grew up you put away childish 
things. Today, the 35-year-old Wall Street analyst 
who zips to work on his push-scooter, listening to 
Moby on his headphones and carrying annual re- 
ports in his backpack, has far more in common with 
a 20-year-old than he would have done a genera- 
tion ago. Then, he would probably have been mar- 
ried for a decade already, with children at school; 
his many suited years of service at the firm would 
have placed him mid-way up the corporate ladder. 
Today, it is becoming harder to find suits in Manhat- 
tan, much less corporate ladders, and both marriage 
and kids now come far later in life. 

The old premium on maturity, from the age- 
based seniority of the office to the uniforms of 
adulthood, is disappearing. Increasingly, 35-year- 
olds listen to the same music as 20-year olds, dress 
like them, snowboard and mountain-bike like them 
and, thanks to hard work at the gym, even look al- 
most like them. What with plastic surgery and anti- 
ageing therapies, they may be able to keep this up 
for many years. Ponce de Leon came to the New 
World looking for the fountain of perpetual youth; 
in exercise, antioxidants and Viagra, 
his spiritual descendants may have 
found the next best thing. Imagine a 
society converging on a virtual age 
somewhere between 20 and 30, and 
you have a fair picture of New York 
or San Francisco now, with other 
American cities not far behind. 

But what of the rest of the 
world? Most of it is still nothing like 
this. In Japan, still held back by a de- 
cade-long economic slump, things 
have improved, but remain deeply 
frustrating for most young adults. 
Much of Europe, hamstrung by re- 
strictive labour policies that have 
hampered corporate change, is slow 
to abandon its age-bound traditions 
of apprenticeships and corporate 
paternalism. And remember that 
most of the world’s young people live in the de- 
veloping world, and may never get to touch a com- 
puter in their lives. 

But the time will come. If this generation of 
young people in Asia and Europe did not grow up 
with a computer in every bedroom, the next genera- 
tion will. Or perhaps they will skip the computer 
entirely, and will instead have endless video chats 
with friends on pocket wireless devices. Whatever 
technology dominates, it is sure to change so quickly 
that those who have never known anything else will 
have the advantage, just as growing up speaking a 
language is much easier than learning it as an adult. 

Thanks to the pressures of globalisation, the 
business trends that have made the workplace so re- 
ceptive to the young in America are spreading to 
other parts of the world. That applies not just to 
technology, but to all the other characteristics of the 
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generations is that 
new technology 
runs in their blood 
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new, informal office culture as well, from merito- 
cracy to free-agentry. As a later chapter will show, 
different countries are progressing at different 
paces, but there is nowhere in the developed 
world—or indeed in much of the developing 
world—that is not already moving that way. 


Know future 


HEY are, it is usually agreed, trouble. "Youth" is 

more often used as a term of abuse than a cele- 
bration. Politicians promise to save the young, or be- 
moan what has become of them. It is impossible to 
ingest a week's news without hearing about the full 
range of youth ills, from drugs and pregnancy to 
poor test scores and crime. 

There is something about human nature, or at 
least adult nature, that seems to demand this. Young 
people, even our own children, are a scary breed 
apart, exhibiting all sorts of dangerous tendencies to 
independence. The notion of teenagers as an alien 
species on a mission of destruction is of fairly recent 
origin (until not so long ago, teenagers were too busy 
working or bearing children to run riot), but the fear 
of new generations goes back forever. As with most 
panics, there is some basis to the 
worries. No one would want to 
undo one of the achievements of 
modern times, a protracted educa- 
tion for all, but the freedom from 
work it brings teenagers has also 
raised problems. With more inde- 
pendence—thanks not just to longer 
education, but also two-income 
families and divorce—has come 
alienation. More time spent out of 
sight of parents or bosses allows the 
immaturity of youth freer rein, 
which helps to explain the rising 
rates of drug use, crime and preg- 
nancy for much of the past century. 

But even as the outcry over 
youth problems becomes shriller, 
the problems themselves are actu- 
ally declining (albeit from high lev- 
els). In America, teenage pregnancy, 
drug use and drop-out rates are all 
down. As schools install metal de- 
tectors and request police protec- 
tion, youth crime is falling. For all 
the grief over last year's shooting 
tragedy at Columbine high school 
in Colorado last year, students have 
a higher chance of being hit by 
lightning than being killed at 
school. And despite the reputation 
of young people as disaffected 
slackers, test scores are at all-time 
highs, and so is the number going 
on to higher education (nearly 70%). 
Polls find the current generation of 
teenagers the most optimistic for 
decades. The same is true for most 
of the developed world. 

Childhood is always a time of 








Б — — 9 


This survey will argue that the rise of the young 
is a good thing, not least because it gives people at 
their most creative stage in life more opportunity to 
put their ideas and energy into practice. But there are 
also serious risks involved in handing the inmates 
the keys to the asylum. 


confusion and doubt, but the prospects for the cur- 
rent new generation are brighter than for any before 
it, partly thanks to the economic boom that has 
been running for nearly their entire memory. Their 
parents are increasingly affluent, employed and, 
compared with previous generations, in touch with 
their children's interests. On top of this, many of to- 
day's teenagers are aware that they will be entering a 
changed world, one where their ideas, skills and tal- 
ent will be valued from the start. 


Technologically precocious 


What are these qualities of youth that the world 
now values so highly? Technological adeptness, first 
of all. The technology you grow up with can have a 
profound impact on your life, even if you are not 
particularly interested in technology as such. As 
Joshua Meyrowitz argues in “No Sense of Place: The 
Impact of Electronic Media on Social Behaviour", 
baby boomers began to have their "situational ge- 
ography" remapped, starting with the spread of rv 
in 1953. When the first rv generation hit 18, it set off 
the “youth movement" of the late 1960s. Count to 18 
after the start of personal computing with the Apple 
п in 1977, and you get to the Internet. Marc An- 
dreessen, born in 1971, was one of the first to grow up 
with the personal computer. In 1995 he took Net- 
scape (the web-browser company he co-founded) 
public, setting off the Internet revolution. 

If there is a digital divide today, it is between 
generations. More than 60% of American house- 
holds with children have computers with Internet 
access. Although only 10% of American university 
students graduate with technical degrees, nearly all 
of them use e-mail, the web and the latest Internet 
music-piracy technology. Where Generation x, 
born in the 1960s and 70s, was computer savvy, their 
successor, the millennials, are technologically pre- 
cocious, growing up with a rattle in one hand and a 
computer mouse in the other. By contrast, more 
than half of American adults (especially those with- 
out children at home) do not have Internet access, 
and the group least interested in ever getting online 
are those over 50, according to the Pew Research 
Centre for People and the Press. 

This generational difference shows up in the 
emergence of the “family tech guru", who these 
days is far more likely to be a teenager than the fa- 
ther of the house. A Carnegie Mellon study of home 
computer use found that "those with the least se- 
niority claimed the most authority," with calls to 
technical support (generally a sign of the household 
"power user") coming predominantly from chil- 
dren, not adults. Southwest Airlines recently ran a 
television ad showing a self-important boomer dic- 
tating his travel requirements to an unseen asso- 
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ciate. The camera pulls back to show his seven-year- 
old son, who is typing it all into a website. 

Children have always been more expert than 
their parents at something, but usually a game or a 
fad, not the era's most important business tool. “For 
the first time in history, children are more comfort- 
able, knowledgeable and literate than their parents 
about an innovation central to society," says Mr 
Tapscott (the author of "Growing Up Digital"). For 
kids today, technology is the defining event of their 
generation, much as wars or depression were for 
previous generations. Television opened the boom- 
ers' eyes to the global village, but the Internet goes 
one better. It operates 24 hours a day, and it does not 
just offer you a window on the world, but a way of 
playing a part wherever you are. 

The profound difference between learning 
something and being immersed in it is familiar to 
language students. There is the same sort of differ- 
ence between the way young people and adults ap- 
proach technology. Young people “internalise” the 
Internet, says Forrester Research, a Boston consul- 
tancy. “Once a generation internalises a technology, 
its dissemination becomes self-sustaining and per- 
vasive. Baby boomers who grew up after the car 
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ushered in the era of cheap and effortless personal 
transportation. They internalised the concept of 
personal mobility, building a world of highways, 
suburbs and drive-through windows.” The millen- 
nials may well put their hard-wired understanding 
of the power of networks to even better use. 


Inexperience is bliss 

Many other characteristics of youth, and especially 
today’s youth, will serve this generation especially 
well when it starts work. Like all young people, they 
are passionate, inquisitive and challenging, and 
want to leave their mark on the world. 

* They welcome change. Young adults are by nature 
well-suited for the unpredictable workplace of the 
future. They have less baggage and can therefore af- 
ford to take risks. People today get married later, and 
women have children three years later in life than 
their mothers did. Each generation is born into an 
era of more rapid change than their parents, making 
them ever better adapted for the frenetic world they 
are about to enter. "The young do not know enough 
to be prudent, and therefore they attempt the im- 
possible—and achieve it, generation after genera- 
tion,” wrote Pearl S. Buck half a century ago. That is 











| The disaffected | 


O, THE young have never had it bet- 

ter? Tell that to the dreadlocked 
twentysomethings who tumed the 
World Trade Organisation meeting in 
Seattle last year into a zoo, or those mil- 
lions who voted for Ralph Nader in the 
American presidential elections, or their 
kin protesting everywhere politicians 
meet, from Prague to Sydney. For all 
their privileges, there are still a lot of an- 
gry young people out there. Why? 

The simple answer is that it was ever 
thus. With youth all too often comes an- 
ger, or at least rebellion. It comes and 
goes, but it never goes away altogether. 
If it seems so much more visible today 
than a decade ago, it is because the very 
technologies that promote the young in 
the workplace also give them more 
prominence in the public arena. It is not 
that the young are necessarily angrier, it 
is just that thanks to the Internet they 
are able to communicate their anger bet- 
ter, organise themselves more effec- 
tively, and recruit others to their cause 
more easily. Seen that way, the promi- 
nence of angry young people outside 
WTO meetings can actually be seen as a 
reflection of their privileged status. 

But what, these days, are the young 
angry about? The usual, for the most 
part: environmental problems, injustice, 
| poverty, animal, women's and minority 
rights, civil liberties, drugs, labour law, 
oppression and political reform. The list 
has not changed much since the 1960s, 
even though big improvements have 
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Rich but still angry 


been made in many areas. 

Despite the disproportionate impact 
of angry youth on America’s presiden- 
tial election and on the wro meetings, 
by most objective measures young peo- 
ple are in better shape than they have 
been for decades. In America at least, 
the ranks of the truly disaffected have 
been shrinking in recent years, not 
growing. Teen pregnancy, crime and 
drop-out rates are all down. Church- 
going is up. Racism is out. Even drug use 
is dropping again, albeit from recent 
highs. And with unemployment at re- 
cord lows and the economy enjoying its 
longest post-war expansion, poverty 
and labour rights are not the hot issues 
they once were. 

But there is one strong theme that 
seems to unify many of the protesters. A 
growing number of young people are re- 


belling against big companies. They ob- 


ject to the degree of economic and po- 
litical power that corporations wield. 
And on a personal level, they are 
increasingly choosing not to work for 
large firms with strong corporate cul- 
tures that do not suit their political be- 
liefs or their character. At first glance this 
might seem odd. After all, if companies 
are becoming more youthful on the in- 
side, offering young people more 
responsibility and opportunity and al- 
lowing more scope for youthful individ- 
ualism, what is there to dislike? 

The real point may be that although 
traditional firms are changing for the 
better, attractive alternatives are pop- 
ping up even faster. Thanks to the tech- 
nology boom, the opportunities to work 
for a start-up, or start one yourself, have 


multiplied. Part of the free-agent credo | 


is that workers no longer have to make 
safe bets with big firms to protect their 
career. More and more young workers 
are choosing to turn away from the cor- 


porate world to take their chances with | 


smaller, faster-growing firms where they 
have the opportunity to do more, have 
more fun, and give their personality free 
rein. As such entrepreneurial firms grow 
in number, the pressure for established 
firms to encourage their own youth 
movements gets stronger. 

Technology and a tight labour mar- 
ket have done more to break down the 
walls of the corporation than any 
amount of protest. The 1960s radicals 
may have had more causes to fight 
against, but they never enjoyed such re- 
sounding success. 

















Meetings aren't what they used to be 
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even more true of this generation. 

* They think differently. Where years of education, 
training and experience were once necessary to suc- 
ceed, now they are increasingly seen as irrelevant, 
even a liability. As Fast Company, a magazine that 
has become the bible of the new business philoso- 
phy, put it: "Forget the experience curve. The most 
powerful force in business is the inexperience curve. 
Young companies, born on the right side of the digi- 
tal divide, are running circles around their older, 
richer, slower rivals. If you want your company to 
think outside the box, why not leam by working 
with people who don't know there is a box?" 

This trend is already showing up in teenagers 
with self-taught technical skills. They know that 
they will never again be as quick-learning and full 
of energy as they are now. Like the High School bas- 
ketball stars who forgo college to join the pros 
straight away, these young programmers are starting 
to question the point of university. In a technology 
industry changing so rapidly, goes the thinking, 
skills quickly become obsolete, and in this market 
four years of studying history—or even computer 
science at an academic pace—is just four years 
wasted. “You can always go back to college, but you 
can't regain your youth," says one. Michael Schrage, 
a researcher at mit’s Media Lab, calls this the “age of 
ageism”. Mature technologies appeal to mature in- 
novators, immature technologies to immature ones. 
"The real innovator's dilemma isn't the threat of 
‘disruptive technologies," he says. "It's the relentless 
rise of the quasi-adolescents who wield them." 

* They are independent. One of the most pervasive 
business trends of the past decade has been the rise 
of the "free agent", caused both by the breakdown 
of the social contract between companies and em- 
ployees, and by the growing share in the workforce 
of knowledge workers with portable skills. Today's 
twentysomethings came of age as that social con- 
tract was dissolving. They have never expected loy- 
alty from a company, nor have they expected to give 
it. They define themselves by their skills, not the 
firm they work for. “The overwhelming majority of 
graduates see their career at graduation not as a 
straight line of advancement in one company but as 
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a zigzag path from company to company, job to job, 
skill to skill,” writes Meredith Bagby in “Rational Ex- 
uberance: The Influence of Generation x on the New 
American Economy”. 

“Dues-paying is an obsolete concept for xers 
who face an employment market that offers no 
hope of long-term job security with any one em- 
ployer,” writes Bruce Tulgan, author of “Managing 
Generation x”. “The us economy—unpredictable 
and fiercely competitive—has shaped the habits 
and career expectations of Gen xers. All they've 
known is a technology-based economy that moves 
quickly, downsizes constantly and places a pre- 
mium on change." The daily USA Today makes a 
similar point: “Raised on a diet of mrv and video 
games, young managers are quick to roam from job 
to job, hungry for quick results, willing to do things 
differently and intolerant of technophobes." 

Margaret Reagan, a consultant with Towers Per- 

rin, which studies workforce trends, predicts that 
barely one-third of the millennials will take steady 
staff jobs with companies. Instead most will free- 
lance, work under contract, or part-time. No won- 
der that Prudential, a large insurance company, re- 
cently altered its slogan from "Get a piece of the 
rock" to “Be your own rock”, 
* They are entrepreneurial. With a booming econ- 
omy, capital for the taking and unprecedented tech- 
nological opportunity, it is no surprise that more 
young people have been striking out on their own. 
According to an Opinion Research Council survey, 
5496 of 18-24-year-olds are highly interested in start- 
ing a business, compared with 36% of 35-64-year- 
olds. A US News survey found that "entrepreneur" 
was the preferred career of Generation x. Asked to 
name their hero, nearly half of the millennials 
picked Bill Gates (who dropped out of college to 
start Microsoft), according to a Newsweek poll. 

Nor is this just the bravado of callow youth: by 
the time they enter university, most teenagers al- 
ready know far more about the business world than 
their parents ever did. More than half of teenagers 
over 14 hold a job, according to Bureau of Labour 
statistics. Nearly 90% of 16-19-year-olds had a sum- 
mer job this year, according to Junior Achievement, 
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a not-for-profit group; astonishingly, so did a quar- 
ter of 12-13-year-olds. Nearly a fifth of high-school 
students own shares, and many actively trade them. 
When the Securities and Exchange Commission re- 
cently raided the offices of one of the most daring 
suspected share manipulators, the agents found 
themselves in the bedroom of a 15-year-old. 

The signs of this business precociousness are ev- 
erywhere. In a reversal of its long-standing rules, 
Harvard University recently struck down a ban on 
| student businesses run from dormitories—because 
prospective alumni were threatening to go else- 
where unless they could bring their high-school 
companies with them. Universities used to tell stu- 
dents to go out and get experience in the workplace, 
learning at someone’s expense, before thinking 
about starting their own firms. Now they run on- 
campus incubators for the shrinking number of stu- 
dents that have postponed entrepreneurship long 
enough to go to college at all. That oracle of trend- 
spotting, Vanity Fair, has had to coin a new word to 
capture the phenomenon: “Enfantrepreneurs”. 

* They want opportunity more than money and se- 
curity. Rebecca Smith explains that when she ar- 
rived in New York last year, she had to choose be- 
tween a job with a prestigious advertising firm and 
one with a tiny dot.com start-up. She chose the 
start-up, even though it paid $10,000 a year less. “It 
was a choice between being someone's assistant or 


Youth, Inc 


URE, the young are going to change the world. But 
first they are going to buy a huge amount of stuff. 
e economic influence of the young has never 
en greater. Just in America alone, the 31m kids be- 
een 12 and 19 control $155 billion-worth of con- 
er spending, according to Teenage Research Un- 
ited, a market-research firm. Their numbers are 
tly smaller than those of the boomers at the 
age, but their spending power, adjusted for in- 
, is five or six times as large. 

wonder the young consumer has gone from 
Yought to perhaps the most important retail 
oday. If society seems obsessed with youth, it 
st partly because companies are. Like it or 
ıe young increasingly pick the styles and 
that trickle up to the rest of the population. 
Abercrombie & Fitch and Timberland first 
with the young, and when that clientele 
f them the companies felt the loss keenly. 
at grown-ups are no longer necessarily ex- 
to act and look grown-up, parents and chil- 
n be found listening to exactly the same mu- 
ying the same videogames, watching the 
v shows, and wearing the same brands of 
and shoes. 

е average American teenager has nearly $60 
osable income a week, from parental allow- 
babysitting and part-time jobs, according to 
ter Research. About 20% of them invest in 
or funds, and an equal number have bank 
ts and credit cards. Their influence extends 
d their own purchases to those of their par- 
including travel, computers, food, entertain- 
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getting real responsibility and challenges," she says. 
“| think that a lot of people in my generation are go- 
ing to smaller companies that allow them to grow 
much faster." Given the strength of the economy, 
they know they will not starve whatever they do. 
And security, well, is there such a thing any more? 

* They demand respect in а way young people 
never could before. Raising capita! for young people 
used to involve humiliating visits to bankers, cap- 
in-hand. Now venture-capital firms scour cam- 
puses for ideas and sponsor business-plan contests. 
Thanks both to the tight labour market and the de- 
mand for technical skills, young people have more 
say over their future, and no longer need to defer to 
older generations, from parents to bosses. 

In her anthropological studies of primitive cul- 
tures, Margaret Mead found that in “pre-figurative” 
societies—those going through rapid technological 
evolution— parents have little to offer their children 
because their knowledge is not relevant. “Adults 
don't have all the answers any more. They're not in a 
position to tell young people what to do," says 
Yvonne Fritzsche, a researcher at Frankfurt's Psydata 
market-research institute. "Technology is one of the 
reasons that the relationship between the young 
and old is becoming a dialogue, rather than a lesson. 
It affects the traditional role of authority in a way 
that brings generations closer together. You can't re- 
bel against helplessness." 


ment, even cars. Now that dual-income families 
have become the norm, parents spend money on 
their children to compensate for their absence. Di- 
vorce and remarriage compound this effect. 

Young people’s money tends to flow in concen- 
trated streams that can make or break companies. 
This year, for example, Pokémon, a series of fighting 
cartoon characters, generated тоге than $3 billion 
in revenue for its owner, Nintendo, in America 
alone. When urban teens got bored with Tommy 
Hilfiger’s clothes in mid-1999, the firm’s share price 
plummeted by 85% in a matter cf months. A year 
ago, push scooters were a 1950s anachronism; now, 
thanks to an overnight youth craze for an updated 
model called the Razor, they are the best-selling toy 
in America, making more money for the obscure 
Taiwanese company that manufactures them than 
Mattel makes from its Barbie doll. 


What makes them tick 


With those sorts of numbers at stake, a thriving in- 
dustry has emerged to try to understand young con- 
sumers and predict what they will like. Companies 
such as мту and Saatchi & Saatchi, an advertising 
firm, have entire research arms dedicated to youth 
trends. Microsoft set up a youth house to watch 
teenagers work and play. Market-research firms 
send out pint-sized spies into the malls to report 
back on the latest spontaneous fashions and brand 
loyalties. And an endless stream of industry news- 
letters and tip sheets attempt to capture the zeitgeist 
for just long enough to allow their clients to get a 
product out before the mood changes. But such pre- 





Before they become 
earners, the young 
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The fun of the brand new 


dictions are hard to make, and not just because 
fashion trends are by definition fickle. Just as change 
is accelerating in the workplace, so it is in youth 
society as a whole. In the past, generations tended to 
be stamped most clearly by trauma: wars, depres- 
sions, revolution and conflict leave indelible marks 
on the young. But this is a generation that has grown 
up in peacetime and a period of unprecedented 
economic prosperity. It makes its own rules. 


Generation game 


So who are they? A lot of things. They are the “echo 
boomers”, offspring of the baby boomers, that huge 
wave of children of the post-war reconstruction. 
They mirror the extraordinary strength in their par- 
ents’ numbers (with increased immigration making 
up for the fact that the boomers had slightly fewer 
children than their parents). By the time they reach 
maturity, they will number nearly 80m, the biggest 
generation in North American history. 

They are also the "net generation", the first to 
grow up never knowing a time before computers, 
and not much time before the Internet. They were 
bathed in bits, immersed in a revolutionary tech- 
nology that the rest of the world is still struggling to 
understand. And they are the “millennials”, with 
theclean slate and new day that implies: born in the 
1980s, the richest generation in history, the best edu- 
cated, healthiest, the first to grow up knowing noth- 
ing of war, famine, disease and poverty. 

The millennials are, by any measure, an interest- 
ing generation. Its members began to enter univer- 
sity this year, and will enter the workforce just as the 
boomers start to retire. The big shadow over most of 
their career will be the boomers, first as the elder 
establishment in the workplace, then as the huge 
population of pensioners who threaten to bankrupt 
Social Security (America’s state pension system) by 
dint of sheer numbers, and eventually as the mon- 
eybags who will leave their children an estimated $3 
trillion in assets in America alone. The gradual de- 
parture of the boomers from the workforce over the 
next 25 years will leave a huge vacuum for the mil- 
lennials to fill, and the likely failure of Social Secu- 





rity will force them into the role of saviour, helping 
the state to support their parents. 

Unimaginatively, they are better-known as | 
Generation y, a reference to their once-troubled 
predecessors. “Generation x”, those born in the 
1960s and 70s, became a synonym for slackerdom, 
the aimless postmodern angst of a generation born 
with nothing left to rebel against. In reality, Gen x 
(which, by most definitions, overlapped with the | 
tail end of the baby boomers) was just cross to find 
itself to be last to the job table after the earlier boom- 
ers had gorged themselves. But Gen x recovered 
from its unpromising start to launch the Internet | 
boom, counting among its members people such as 
Dell's Michael Dell, Amazon's Jeff Bezos and Ya- 
hoo's Jerry Yang and David Filo, every one of them a 
billionaire. 

Whereas the boomers were the first to grow up 
with ubiquitous radio, and Gen x the first to live 
with television, Generation v is the first to embrace 
the Internet. The web is not only their entertainment 
medium of choice, but also the cornerstone of the | 
latest industrial revolution, an influence that 
reaches deeply into the workplace to an extent that 
preceding technologies did not. 

The Internet has already changed Generation v's 
media habits in ways that marketers are only begin- | 
ning to understand. Teenagers watch less rv than | 
any other age group, and when they do turn to tele- 
vision, it is to choose promiscuously from among 
100 channels: most of them have never known any- 
thing but cable. In the past two years, the average 
number of hours American kids spend watching 
television has dropped from 19 to 17 a week. They 
increasingly shun newspapers. Only about half of 
those in their 20s now read a newspaper every day, 
compared with about two-thirds in the early 1970s. 

If they spend less time watching Tv, they spen 
more of it on the Internet, mostly chatting wi 
friends online, downloading music and entertai 
ment, and doing their homework on the web. 
ready, more than half of all Americans betwe 
and 22 have Internet access. What is import 
that the Internet is an active medium, not a 
one like rv. “Television robbed children of ho 
play. The Internet is restoring that," says Do 
scott, the analyst of teenage habits. The Inte 
also largely a written medium, and one that 
writing to communicate. And lest parents w 
much about time spent in front of a screen 
sort, it is worth noting that teenagers spen 
hours on the Internet than do adults (who us 
at work). Surveys also suggest that they spen 
time in face-to-face contact with their pee 
their rv-obsessed predecessors did. 

This year one-third of Americans age 
shopped online, spending $4.5 billion, acco 
Forrester. Young consumers have consisten 
braced e-commerce more enthusiasticall 
their seniors; by 2002, Forrester forecasts, ab 
of them will be shopping on the web, more t 
average of 40% for all households. These are 
for a lifetime, just as e-mail, information minii 
interactivity have become second nature for 
all American university students already. If t 
to be a generation gap in the future, it is likel“ 
over skills, not values. 
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Tomorrow's child 


ULLY for America's kids, those gifted heirs to the 

boomers' crown. But what about everyone else? 
The simple answer is that, as with so many other 
things, what is happening in California today will 
be felt in Berlin tomorrow and Budapest the day 
after that. Yet in truth the progression is more com- 
plicated than that, even though the trends that are 
transforming America are already beginning to 
show up in one form or another nearly everywhere. 

Consider the rest of the developed world first. 
These are for the most part top-heavy, ageing soci- 
eties, some of them with shrinking populations. Pol- 
itics, business and the economy are dominated by 
the post-war generation. These societies are becom- 
ing increasingly worried about how a relatively 
small younger generation will be able to pay for the 
pensions of a larger old one, and with good reason. 
In countries such as Germany, Japan, Italy and 
Spain, the population aged over 65 already exceeds 
that under 15, creating a frightening imbalance be- 
tween past and future. 

Most of the ageing European countries have also 
been plagued by high unemployment rates, which 
tend to hurt young people the most. For instance, in 
1998 more than a third of those under 25 (and more 
than 40% of young women) in Spain were unem- 
ployed, and Italy and France were not far behind. It 
is hard to maintain that young people are the rising 
power in the workplace when they cannot even get 
in the door. 

At the same time (and perhaps not coinci- 
dentally), corporate restructuring in Europe has 
moved more slowly than in America. One indicator 
is average job tenure, which is rising in most Euro- 
pean countries even as it falls in America, according 
to the оєср. This is partly because countries such as 
France and Spain have yet to go through the parox- 
ysms of downsizing, the breakdown of the com- 
pany-employee social compact and the rise of the 
free-agent mentality that defines America today. It 
also reflects an ageing workforce: older people tend 
to change jobs less frequently than young people 
do. The strength of unions and protective labour 
laws also promotes the status quo, favouring older, 
entrenched workers over younger ones coming in. 

But even in these more traditional countries 
there are signs that the role of the young is changing. 
Two of the most interesting examples are Japan and 
Germany. Both are notorious for their conservative 
corporate cultures and their lifetime employment 
and seniority systems. Yet both are technologically 
advanced, and both are looking to the American 
model as they slowly change. 


Do you play Pokémon? 

Start in Japan. Nowhere is there a greater gulf be- 
tween youth culture and corporate culture. Japa- 
nese youth culture is among the world's most vi- 
brant, which is not to say that it is obvious to the 
uninitiated. From Pokémon to anime and manga 
comics and animation to baggy socks, Japanese 
youth trends circle the planet with amazing speed. 
Yet the sarariman corporate world could hardly be 
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more sedate: it is all about grey suits, conformity, 
years of service and deference to aged chairmen. 

At present Japan is going through something of a 
youth crisis. The recession that has rumbled on for 
much of the past decade has created a generation of 
disillusioned youth, not unlike the slackers that 
stigmatised Generation x in America's slump of the 
late 1980s and early 90s. The social compact that the 
present generation's parents grew up with has been 
broken, and the kids know it. Their fathers' cor- 
porate loyalty over many years is no longer sure to 
be reciprocated, so the prospect of following in their 
fathers’ footsteps has lost much of its appeal. 

Young Japanese can afford to tum away from 
the old ways. The economy may be wounded, but 
today's Japanese are still extracrdinarily well off. 
Families can support unemployed adult children at 
home nearly indefinitely. This has created a sub- 
class of urban hermits called hikikomori (literally, 
people who withdraw), many of whom are young 
men obsessed with role-playing videogames, com- 
ics and television. Schoolgirls rebel in their own 
way, with surprising numbers trying “sponsored 
dating", up to and including prostitution. 

Even those who want jobs have a hard time 
finding them; Japanese firms are cutting back, and 
sacking people is still hard, so the easiest solution is 
to stop hiring. Previous employment slumps have 
been called "ice ages"; this one is called a "super ice 
age." Menial jobs are available, but without a finan- 
cial imperative few will take them. Being unem- 
ployed no longer carries the stigma it once did. In- 
deed, recent surveys show that about half of 
university graduates actually prefer temporary and 
part-time work to full-time employment or gradu- 
ate studies. 

"My view is that young people have given up," 
says Motohiro Morishima, a business professor at 
Keio University. "They've lost hope of making a 
change. They were also too spoiled to be entrepre- 
neurial and make the changes themselves." Millions 
are choosing to become “freeters”, doing a series of 
casual and part-time jobs while they figure out 


Show me your profile 
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what to do with their lives. 

In the past, young people in Japan were ex- 
pected to take on responsibilities early to support 
their parents and grandparents. Now they expect to 
be supported well into young adulthood. The *new 
breed", born since the 1960s, have never known 
anything but affluence. Osamu Nakano, a sociol- 
ogist, describes them as "choosing pleasure over 
pain, recreation over work, consumption over pro- 
duction, appreciation over creation." Youth are seen 
as resistant to entering society as mature adults, to 
becoming shakaijin (social citizens). Once the great 
goal of reconstruction after the second world war 
was accomplished, argues Ryo Murakami, a novelist 
and film maker, a new generation lost the motivat- 
ing force that had knitted the nation together. 

Japan's birth rate has been falling rapidly, partly 
because of the recession, and the job and financial 
insecurity that it has engendered. In 1999 the figure 
was 1.38 children per woman, the lowest ever re- 
corded. At the same time, youth crime, although still 
extraordinarily low by western standards, rose to its 
highest level since record-keeping began 32 year 
ago. Likewise, the proportion of students dropping 
out before graduating, at 2.5% also very low by west- 
em standards, has nevertheless been rising. 

Entrepreneurial role models are few and far be- 
tween. Bill Gates is often mentioned, but a foreign 
model can only have so much influence. Softbank's 
Masayoshi Son is sometimes offered, too, but the 
fact that he is an ethnic Korean complicates matters. 
The problem, explains Shinji Miyadai, a youth re- 
searcher at Tokyo Metropolitan University, is that 
Japanese culture discourages people from revealing 
details of their personal life, including such ordeals 
as starting a company. In the past, successful com- 
panies such as Honda or Hitachi provided role 
models of a sort, but today they have been tar- 
nished by the downturn, and few others have risen 
to take their place. 

By the same token, young people often feel 
alienated from their sarariman fathers, who 
worked too hard at their jobs to establish much of a 
relationship with their children. "The one thing 
they're sure of is that they don't want to be like their 
fathers. And the girls don't want to be with boys 
who are like their fathers, so the boys are sure not to 
be," says Professor Morishima. 


How Japan might catch up 

But even this bleak picture has a few bright spots. 
For à start, technology is transforming Japan just as 
quickly as it is other developed countries, and like 
everywhere else this is a young person's game. The 
Internet has at last caught on: after a slow start, Ja- 
pan has now worked its way half-way up the G7 
league table of users. It has also taken the global lead 
in wireless communications, thanks to the explosive 
success of its innovative r-mode data network, 
which is popular with the young. 

Today nearly half of all Japanese youth go to 
university, an all-time high. And although there 
may not be not enough good jobs available for them 
today, the demographic trends—too many old peo- 
ple and not enough young ones—offer the prospect 
that when the economy recovers, they will be much 
in demand. For the moment, foreign companies are 
employers of choice among graduates at top Japa- 





Who wants to be a sarariman? 


nese universities. The growing influence in Japan of 
American firms such as Citibank, Ge Capital and 
Andersen Consulting is beginning to persuade Japa- 
nese companies to adopt American business prac- 
tices, from dress-down Friday to merit-based pay. 

In the Japanese corporate system, merit has 
traditionally taken a long time to be evaluated— 
often until people reached their 40s. Young employ- 
ees, however good they might be, had to wait for 
promotion until they got older. What was valued 
most was the strength of an employee's character, 
not his or her immediate skills. But now that lifetime 
employment is withering away, Japan has become 
more of a meritocracy. 

One example is Itochu, one of the largest trading 
companies. Until last year, the company's pay struc- 
ture had more than а dozen bands, each represent- 
ing a range of years of service. On the advice of 
PricewaterhouseCoopers, an American consul- 
tancy, the company switched to merit-based pay, 
with three wide bands and room for incentives 
within each of them. The effect was that younger 
workers were given more rises, and older people 
suffered more cuts. “One of the reasons we made the 
change was that we were starting to lose young peo- 
ple who said they wanted more responsibility; they 
were going to American companies in Japan," says 
Hiroshi Tomata, Itochu's head of human resources. 
"When I came here in 1972, it was to join the com- 
pany, not for some specific job. They moved me 
around a lot before 1 ended up in нк. These days 
young guys care about what job they have—they 
want to build their skills." 

And for good reason. With job security now 
shattered, workers have to protect themselves. It is 
no longer enough for a manager to be an expert in 
the inner workings of his company. Instead, he 
needs portable skills, updated regularly. Young peo- 
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ple can make that leap more easily than older ones. 

Today one-third of young Japanese change jobs 
in their first five years at work. This may be low by 
American standards, but in Japan it would have 
been unthinkably high just a decade ago. Studies 
show that the loyalty of young people to their com- 
panies has declined markedly. They are no longer 
willing to put in years of service, waiting for their 
pay to increase. Better to keep switching companies, 
ratcheting up their salary with each move. 

This has created the first hints of a “free-agent” 
culture like that in America, particularly among the 
young. Headhunting, once unknown because 
changing jobs carried a stigma, is booming. In the 
past, almost all MBA students were sponsored by 
their companies. Now they tend to be workers in 
their mid-30s who have left their firms of their own 
accord and do not intend to go back. Instead, more 
and more of them want to start their own business. 
Recruit, a publishing house, now gives employees a 
Y10m ($90,000) reward for leaving which they can 
use for anything they choose, from further educa- 
tion to starting up a new business. That way the firm 
reduces its head count, but it keeps a connection 
with former employees—which may come in 
handy if they subsequently become successful. 

Japan is no Silicon Valley, but its ambitious 
young people at work have never had it better. The 
first workers with bleached hair have been spotted 
in government ministries and among university 
teachers. The big firms now have a casual-dress 
code. Young managers no longer need to bring а 
grey-haired senior to meetings with them. Over the 
next decade, this trend will be reinforced by econ- 
omic recovery, the retirement of the post-war gen- 
eration, the spread of technology within all firms, 
and the increasing adoption of American business 
practices. Today, Japanese youth do not feel espe- 
cially lucky, just as Generation x felt gloomy about 
its future. But although they may not know it, their 
luck is about to improve. 


Risk-averse Germans 


Where Japan had a recession that temporarily dark- 
ened the prospects for the young, Germany had 
unification. The optimism for the future that came 
with the fall of the Berlin wall soon wore off as the 
cost of rebuilding former East Germany's economy 
became apparent. The collapse of communism 
made the children of the East cynical about institu- 
tions, whereas in the West the layoffs and corporate 
restructuring that came with the recession fostered a 
sense of insecurity. 

Germans refer to the past decade as the "end of 
certainty." For young people, it was not all bad. The 
shake-up made parents less sure of their advice, and 
hence less bossy, which often brought them closer 
to their adolescent children. Young people learnt to 
live with ambiguity and gained independence. 

But at the same time Germany, like Japan, ex- 
perienced a youth crisis. Unemployment among the 
young rose, especially in the East and among the less 
educated. This caused bitter resentment of foreign 
workers and the resurgence of a small but vocal 
neo-Nazi movement. Although the skinheads were 
by no means representative of German youth as a 
whole, many young working people were angry at 
high taxes and an overly generous social-security 
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system that makes unemployment too attractive, 
placing a larger burden on the employed. And al- 
though they may not have given it much thought 
yet, in a few decades young Germans will have to 
support a record number of pensioners, a problem 
exacerbated by a birth bust in the former East after 
the fall of the wall. 

There are many reasons why youth has failed to 
storm the barricades of business in modern Ger- 
many. For one, says Oliver Schutzman, a 24-year- 
old entrepreneur of half-German, half-American 
parentage, "The difference is that you don't hear 
about the ‘German Dream —it's not an aspirational 
culture.” As in Japan, most of today’s German youth 
have never known poverty, and unlike their parents 
they are not motivated by naticn-building. Along 
with a conservative financial industry, that helps to 
explain why the technological opportunities have 
not caused an entrepreneurial explosion among 
young Germans, as they have among young Ameri- 
cans. Germany's Young Entrepreneurs' Association, 
which was founded 50 years ago, defines “young” as 
under 40 and “entrepreneur” as anyone who runs 
or owns a business, even if they inherited it from 
their father. Most of Germany's best-known In- 
ternet companies, such as Intershop and Ricardo.de, 
were started by former management consultants in 
their 30s and 40s. 





Germany's angry young men 


"In the us, your loyalty is to yourself and not 
your company," says Jan Bastian Mette, who 
founded Compartner, an Internet consultancy, and 
is trying to refashion the entrepreneurs' association 
more along American lines. “Here, that's not the 
case. If you join a large compeny, you'll enter a 
training programme just as you would have long 
ago. The social-security system makes living as an 
employee so comfortable. You don't have the same 
playground for extreme action. In America, the sys- 
tem is not good enough to stop you from doing 
whatever you want. Here, it is." 

Young Germans also tend to be tied up at uni- 
versity until their later 20s, years past the age at 
which they would be founding companies or at 
least working at start-ups in America. In a culture 
that values titles so highly, there is little incentive to 
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In most developing 
countries, kids get 
a raw deal. That 
will take time to 
change 





leave school early and risk failure in the market- 
place. Moreover, the universities stress theoretical 
learning, and have been even slower to change than 
German companies. Add strong unions, the Ger- 
man tradition of apprenticeships, and low labour 
mobility, and it is no wonder that few twenty- 
somethings are incubating their own businesses. 
Yet despite all this, here too the first signs of a 
youth movement are starting to emerge. Where uni- 
versity graduates would once have headed off for 
established firms, as in Japan, today a quarter to a 
third of new graduates go to young companies or 
start-ups where they will make more of a difference, 
earlier. And even the established firms are starting to 
change. Siemens, for instance, started offering per- 


A long wait 


OST of the world's youngsters would love the 

chance to climb some tradition-bound com- 
pany's seniority ladder, however slowly; or indeed 
to get a job of any sort. Two-thirds of the 2 billion 
young people on earth live outside the industri- 
alised world. While the rich countries are ageing, the 
developing countries are still disproportionately 
young: 36% of the population there are below the 
age of 15, compared with just 18% in the rich world. 

The developing world, at first glance, displays 
little of the optimism found in America's youth. 
More than half of the 1 billion people who live in 
poverty today are children; some 600m children 
and adolescents live in families that have to subsist 
on less than $1 a day. Children are the most vulner- 
able and visible victims of poverty, war and disease. 
In much of Africa, and the poorer parts of South 
America and the Indian subcontinent, there seems 
little hope for the near term. 

But this is not true across the board. Take China, 
which has the world's largest single concentration of 
poor children. With nearly доот Chinese below the 
age of 18, almost all of whom are technically below 
the global poverty line, the number of poor children 
in China is bigger than the entire population of 
Western Europe. Those children would appear to 
have almost nothing in common with America's 
spoilt rich kids. But look more closely, and unex- 
pected similarities emerge. For one, the single-child 
rule (although strictly enforced only in cities) has 
created a generation of "little emperors" who are 
cherished and indulged by their parents. Ask any 
Chinese parent what his greatest ambition is, and he 
will say, *A good education for my child". About 
95% of children (boys and girls alike) attend second- 
ary school. And they are not as poor as they once 
were. Over the past two decades, the average Chi- 
nese family has seen its income rise threefold, a 
trend that shows no sign of slowing. 


Getting there 

The effects on the young are already dramatic. After 
Japan and America, China is the world's biggest 
market for computers, in large part because parents 
are anxious to give their children every advantage 
they can. More of these kids than ever before will go 
to university, and then work in circumstances their 
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formance-based pay two years ago, and share op- 
tions this year, to recruit and retain more young en- 
gineers against competition from Internet 
companies. 

Visit a proper German dotcom, such as 
DooYoo, an online opinion-research firm, and you 
could almost be in Silicon Valley. The average em- 
ployee of the firm, now housed in an old industrial 
building in east Berlin, is aged 25. There is the usual 
mix of body piercing and hair colours not found in 
nature. Felix Frohn-Bernau, the chief executive, is 31: 
"I'm young enough to talk to the employees, but old 
enough to put on a suit and talk like a lawyer," he 
says. The young will get their chance, but for now it 
still helps to look middle-aged. 





Born at the right time 


parents could never have imagined. State-run fac- 
tories, with assigned jobs for life, are giving way to 
entrepreneurial capitalist enterprises and foreign 
joint ventures. This is hell for older workers, who 
have neither the skills nor the work ethic to adapt to 
this new world. But it is heaven for the young and 
flexible: help-wanted signs usually impose an up- 
per age limit of 30, and the shift to free enterprise has 
put a premium on educated newcomers who do not 
have to unlearn the bad old ways. 

In Shenzhen, near Hong Kong, tens of thousands 
of young engineers have created a Silicon Valley-like 
youth culture in the high-tech companies that 
thrive in China's southern Guangdong province. All 
around them are factories staffed by young women, 
most of them migrant workers from northern prov- 
inces. The women arrive at the age of 19 or 20, work 
for five or six years, and typically retum home with 
a tidy nest egg with which to start a small business 
in their home town. Thanks to this combination of 
labour mobility and a preference for young workers, 
a growing proportion of China's new economy is in 
the hands of people under 3o. These are not only the 
most sought-after employees of today, but the suc- 
cessful ones are becoming the entrepreneurs of to- 
morrow. Just as in the west, change—in this case, a 
changing economic system—favours the young. 

The contrast is stark. The remaining state- 
owned enterprises are grey assemblies of middle- 
aged men and women, with retired former employ- 
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ees still living in company housing on upper floors. 
Private and foreign-owned ventures, for their part, 
look more like American dot.coms: workers in their 
20s, managers in the 30s, and promotion based on 
merit, not party loyalty. The state-owned enter- 
prises worry about their risin pension costs; the 
private enterprises worry about being able to recruit 
enough young engineers to maintain their growth. 
Every year the gap between the two widens. The 
question in China is not whether there is a youth 
movement, but what to do about the older workers, 
who increasingly find themselves without a place in 
the new economy. 

Seen this way, the ascendancy of youth in 
China implies an even more profound change than 
in America. After all, America just did away with the 
hierarchical company structure; China is throwing 
out the collective enterprise, the assigned job, the 
promotion based on years of party loyalty, and the 
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usual Confucian reverence for age. Meanwhile, it is 
experiencing a technological transformation far 
more radical than America's, given what it started 
off with. 

But China, like America, is ar. extreme. In fast- 
changing cultures and economies, the young always 
have the advantage. They are quicker to adopt the 
new and have less of the old to hold them back. This 
is also true of parts of India, where software technol- 
ogy is providing the opportunities for the young 
that decades of failed economic policy could not, 
and in other fast-changing countries, such as Russia. 
Yet although in these countries many young peo- 
ple's future is brighter than their parents’, that is not 
saying much. The gap between the rich world and 
the poor one is still at its most glarmg in the young. It 
is not that the kids of the developing world have it so 
bad by local standards. It is just that the rich world’s 
kids have it so amazingly good. 

Е 


When cultures collide 


N THE streets of New York, especially on Fridays, 

the first victims of the youth movement hurry 
from train to office, pulling their stomachs in. These 
are the middle-aged middle managers, thrust into a 
brave new world of casual dress and techno-tribal- 
ism at the workplace. Along with dictation and per- 
sonal secretaries, they miss the simple certainties of 
matching shirts and ties, and the armour-plating of 
a well-tailored jacket. 

Now they must buy new wardrobes of khaki 
and blue. There is no hiding a gut in a cotton Oxford 
shirt and chinos, whatever those may be. These are 
grown men who feel naked going out to lunch with 
nothing but a shirt on their backs. Recognising their 
distress, companies such as Lands’ End come to 
their workplace and stage fashion shows. To make 
the humiliation complete, they recruit these execu- 
tives as models, which is great fun for the rest of the 
staff. Sales of polo shirts skyrocket. 

The young may be rising to prominence in the 
workplace, but older workers are not going away. In- 
deed, they have the numerical advantage. In 1960 
the median age of America’s population was 25; to- 
day it is 35. By the middle of this century there will 





And another reason for being young 
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be more Americans in their 7os than in their teens. 
With unemployment at record lows, and likely to 
stay that way until recession intervenes, there are 
simply not enough young people even to fill the en- 
try-level jobs, let alone take over from older manag- 
ers. At the same time the bulging boomer generation 
is ageing. Within a decade, the first boomers will 
start to retire. 

Paradoxically, then, youth is coming to the fore 
in the workplace at the same time as the workforce 
is greying. But note that strength of corporate impact 
is not necessarily measured in numbers. A few 
young visionaries may have more influence than an 
army of time-servers and a forest of deadwood. In 
reality, though, it is not so much vouth itself that is 
rising to prominence, but the qualities of the young: 
ease with technology, flexibility, embrace of change 
and risk-taking. Not all 30-, 40- or 50-year-olds ex- 
hibit these qualities, but many do, and the future 
workplace will home in on them. 

At the same time, youth qualities by themselves 
are not enough. Experience, judgment and maturity 
are needed, too. Just talk to a refugee from one of the 
hundreds of dysfunctional dot.coms. Of course the 











What about the 
not-so-young? 


Acemplete list of publications 
that have been useful in 
researching this survey can be 
found in the web edition. 























16 SURVEY THE YOUNG 





Is this where you switch it on? 





Offer to readers 

Reprints of this survey are 
available: the price is £2 in 
Britain and £2.50 abroad. The 
minimum order is five copies. 
Please send your order with 
pre-payment by cheque to: 
The Economist Shop, 

15 Regent Street, 

London SWiY 4LR. 

Tel +44 (0)20 7839 1937. 

Or fax credit card orders on 
+44 (oko 7839 1921. 

Or e-mail 
shop@economist.com 
Corporate offer 

For corporate orders of 500 
or more and customisation 
options, please contact the 
Corporate Sales Team. 

Tel +44 (0)20 7830 7000 

fax +44 (0)20 7495 8167. 

Or e-mail 
corporatesales@economist.com 











campus atmosphere was fun for a while, but after 
the first few management tantrums even the funki- 
est employees started muttering about the need for 
adult supervision. When General Motors workers 
went on strike in 1998, one of their main complaints 
was that their supervisors were too young and inex- 
perienced. 

On the other hand, older employees may find it 
difficult to accept that respect no longer automati- 
cally comes with age. They have worked to one set 
of rules for most of their life, and then one day the 
rules change, and they are out of a job—or working 
for someone a decade their junior. In America this 
has been happening ever since the consultant- 
driven restructuring of the early 1990s. But in other 
countries the shake-out of older workers is only just 
beginning. In China earlier this year, a group of 
them held representatives of an American multi- 
national hostage for 40 hours to protest against the 
closure of a state-owned enterprise. The company 
was downsizing and had offered most of the re- 
structured jobs to people in their 20s. The older em- 
ployees feared, probably with reason, that they 
would never work again. 


The older you get, the less you know 


For better or worse, companies are already thinking 
younger. Big, traditional companies, from Procter & 
Gamble to Siemens, have started "reverse men- 
toring” programmes in which middle-aged execu- 
tives are tutored on the mysteries of the Internet by 
young newcomers who sometimes slip and call 
them "dude". General Electric’s boss, Jack Welch, 
says that “e-business knowledge is generally in- 
versely proportional to both age and rank in the 
organisation.” GE asked its top 1,000 managers to be- 
come “mentee” to 1,000 young employees, many of 
whom had only recently joined the firm but who 
nevertheless understood the new technologies bet- 
ter than GE's finest. 

At the same time, the growth of start-ups and 
young companies outside the mainstream cor- 
porate world is giving young people far more oppor- 
tunity than ever before. About 15% of American top 
managers (chief executives, presidents and com- 
pany owners) are in their 20s or 30s, according to 
Dun & Bradstreet, a business-information provider. 


That would have been unthinkable a decade ago. 

But this is a time of change, when cynicism 
about staid corporate culture is at an all-time high; 
hence the success of the irreverent “Dilbert” man- 
agement cartoons. It is the heyday of free agents, 
whose loyalty is only to their own skills. Robert 
Morgan at Spherion, an employment firm, calls this 
the “emerging workforce”. Today, he says, a third of 
workers have the portable skills and ambition nec- 
essary to become successful free agents. In an era of 
record low unemployment, it is a seller's market; but 
even when the balance tilts back again, the tradi- 
tional corporate hierarchy will probably turn out to 
have gone for good. “The war for talent has ban- 
ished a lot of rules. Once they go away, they tend not 
tocome back.” 

Earlier this year Fast Company, in association 
with Roper Starch, a polling firm, asked American 
workers to consider the following statement: “The 
new century is all about youth. Increasingly, people 
in their 20s and 30s who understand and master 
technology will take over key roles in business and 
society. Baby boomers will have to surrender power 
before they are ready.” Two-thirds of the respon- 
dents agreed but, tellingly, nearly as many thought 
that the trend was worrying. 

Will there be a wholesale takeover by the 
young? A good place to look for an answer is Mi- 
crosoft, which has had a quarter-century’s experi- 
ence with the workforce trends that most compa- 
nies are only just beginning to confront. 

Microsoft’s most important employees are not 
its managers, but its individual programmers (on 
the face of it, the lowest rung on the organisational 
chart), who take the company’s only real lasting as- 
set, its knowledge, home with them in their heads 
each night. They have great autonomy in choosing 
how to do their job. By and large, the managers’ task 
is not to tell the programmers what to do, but to 
clear obstacles from the path they choose. 

This is the military model tumed upside down: 
the officers serving the enlisted men. The difference 
is that whereas the best soldiers do not question or- 
ders, knowledge workers are valued most for their 
ability to think for themselves. They are trusted to 
steer their own path through business problems. 
Managers hold back, knowing that the more specific 
their order, the more it is likely to undermine their 
employees’ ability to find creative solutions. So they 
concentrate on the diplomatic tasks that most of the 
independent young programmers are not much 
good at: co-ordinating with other teams, resolving 
conflicts, motivating people and ensuring that 
everybody is happy. 

Think of the programmers as young workers 
and the managers as older ones, and this starts to 
look like a model for the workplace of the future. As 
it happens, Microsoft’s programmers tend to be in 
their 20s and early 30s, whereas the managers are 
about a decade older. Many of the managers are for- 
mer programmers who reached a point where they 
no longer wanted to sleep under their desk. The ef- 
fect of all this is that youth and youth qualities ap- 
parently dominate, but the experience and maturity 
of older employees is put to good use too. Can’t pic- 
ture a law firm working the same way? Just wait. The 
khakis are only the start. 
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k) Youth 
I) The Awkward Age 

m) Little Women 

n) Fathers and Sons 

о) Sons and Lovers 

p) The Young Duke 

q) Portrait of the Artist as 


a Young Dog 
| r) The Young Visiters 








16 Whatis the name 
fora young: 


h) kangaroo 

i) greyhound 
j)member of the British 
aristocracy 








17 Whoaverred that: 
a) "old age is a ship- 
wreck” 

b) “wives are young 
men’s mistresses” 

c) to be young during the 
French revolution “was 
very heaven” 

c) he had “called the New 
World into existence to 
redress the balance of the 
Old” 


18 Who, in whose 
words: 

a) was “still alive at 
twenty-two, a clean up- 
standing lad like you” 
Б) confessed to being “a 
very foolish, fond 








old man” 
c)is “older than the rocks 
among which she sits” 

d) has toendure “immor- 
tal age beside immortal 
youth” 

e)sang of himself as “а 
most intense young 
man...a haggard and 


- lankyoungman,a 


greenery-yallery, Gros- 
venor Gallery, foot-in- 
the-grave young man" 


19 And which poet: 
a)roved over “my Amer- 
ica, my new found land" 
b) had "seen old ships 
sail like swans asleep" 

c) wrote an Anthem for 
Doomed Youth 
d)’sname, according to 
his epitaph, was “writin 
water” 


20 From which non- 
English language, 
meaning what, are: 
a)alt 

b)alto 

c)aut 

d)oud 

e)od 

f)ung 

g)um 

h)neu 

i)neun 

j)neuf 

k)neus 

l)neos 

m)nee 

n)nai 

о) naya 

p)ny 

q)ni 

r)niu 

s)nou 

t)novy 

u) nieve 

v)nove 

w)nyt 

x)nit 

y)nyhet 

z)niet 





1a)a Stuart claimant to the Brit- 
ish throne, leader of a failed 


bison taedet 
marched them a 


10 football.a) the Celtic v Rang- 


83)in Bri-ain; 
dium; e)a (present-day) club in 
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Welcome to the International Fairs and 
Exhibitions in Russia! 
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2001 


At Your Service: 

WM 3 well-arranged exhibition space; 
| = prefabricated stands; 

| up-to-date service facilities; 
Ball kinds of advertising. 
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Vie. 


THEMES: 


ready-made garments 
footwear 
fabrics 
„sports equipment 
Fand gear, leisure wares 
automobiles arid special 
purpose vehicles 
The Union of 3 electric home appliances, 
egest dans "n telecommunications and office 
equipment, 
household-wares and chemicals 
sanitary equipment and finishing 
materials ' 
gardening equipment and tools 
perfume and cosmetics · | 
‘clocks, watches, natural and 
costume jewellery, spectacles | 
interior decoration pieces 
souvenirs 
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New kicks on the block 





PRAGUE 


The Czech Republic's leading football club is an old one, but still an adolescent, and a fairly 


puny one, in the world of capitalist sport 


€€X / OU сап гип football club right,” says Vlasti- 
mil Kostal, chairman of Sparta Praha, “you can 
excel at marketing, but if you lose matches, you lose 
everything." His club, named after the martial city- 
state of ancient Greece, emerged from communism 
just as football was undergoing its own revolution. 
The beautiful game was becoming the unbeautiful 
industry, with clubs (at least in theory) run by hard- 
nosed accountants, not coaches or quixotic owners, 
star players earning more than the whole team 
would have earned once, and the gold of television, 
not the referee's whistle, the master of all. It was a 
new world—and doubly new for the lads of Sparta 
Praha, fresh out from behind the ex-iron curtain. 

One can't say the lads have done brill. Sparta is 
barely a footnote in West European sports pages. At 
home, however, Sparta rules. The club has won the 
Czech league 13 times since 1984. Only Dynamo Kiev, 
of ex-communist clubs, has done better in the 
Champions League run by uera, the 
governing body of European football. 
Sparta has a fine pre-communist pedi- 
gree too. The club was founded in 1893, 
and won the first of its 34 Czech (or 
Czechoslovak or Bohemian) league 
titles in 1912, when Prague was still part 
ofthe Austro-Hungarian empire. 

In the eaves of Letna, the stadium 
where Sparta has played since 1913, the 
club's archivist, Vaclav Borecek, has a 
little office lined with red leather books 
dating back to the club's foundation. He 
talks of Sparta's victory over Barcelona 
in 1921, and of the great South American 
tour in 1926. The best Sparta player ever? 
“Kada, without a doubt.” Kada—his real 
name was Dr Karel Pesek—played centre-half for 
Sparta from 1913 to 1932, and represented Czechoslo- 
vakia at ice hockey as well as football. But when was 
Sparta's golden period ? “Right now,” says Mr Bore- 
cek: “Just think, we've taken on Barcelona, Arsenal 
and Lazio this year alone"—three of the grandest 
names in Spanish, English and Italian football. 

Mostly, Sparta loses to big clubs like these. The 
small size of the Czech market means Sparta will 
never have the television revenue to buy the best 
players, as big clubs do. For clubs like it, the quest for 
glory abroad is increasingly a tilt at windmills. 

Still, Sparta's tilt for the 2000-01 season began 
well enough: a balmy August evening at Letna, and 
8,588 fans there for the Champions League qualifier 
against Zimbru Chisinau, of Moldova.Sparta already 
led by one goal, after the first leg in Chisinau, and 
added a second, to win 2-0 on aggregate. 

It was a crucial victory.The overall winner could 
expect at least $3m in Champions League television 
and prize money. Defeat would mean a third of the 
season's projected revenues lost, more players sold at 
lower prices, other staff sacked, wages capped, fans 
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drifting off. Instead, the club's amiable finance direc- 
tor, Jiri Vodvarko, could breathe a sigh of relief: 
Sparta was in the Champions League proper, in the 
same group as Arsenal, Lazio and Shakhtar Donetsk, 
from Ukraine. As Sparta fans filed out into the straw- 
berry dusk, armed with beer and cigarettes, anything 
seemed possible. History was there to be made. 


Meanwhile, off the field 

History—and communism—have already been kin- 
der to Sparta than toits next-door rival, Slavia. Sparta 
has always been solidly working-class. Slavia began 
life, in 1892, as a rebellious intellectual debating soci- 
ety;one star, in his youth, was Edvard Benes, later na- 
tional president and victim of the Munich sell-out in 
1938. Slavia lost its Jewish fans to the Holocaust, and, 
after 1945, its little wooden stadium, just opposite 
Sparta’s, toa huge statue of Stalin. In 1968, after the So- 
viet invasion, Slavia, true to its liberal tradition, re- 





A European fina 


fused to play an exhibition game against Soviet 
troops. It paid for doing so: Slavia fans still grumble 
that its best players were farmed out to Sparta, fa- 
voured by some members of the new quisling polit- 
buro. But the dominant club of communist days was 
Dukla Praha, now defunct, an army team that simply 
drafted any player it fancied. 

Sparta’s post-communist years, off the field, 
have been troubled: dubious dealings, soft bank 
loans, cronyism and a surfeit—even by football stan- 
dards—of spivs, mirroring problems in the Czech 
economy at large. The club was twice close to bank- 
ruptcy. Only now, under more sober German own- 
ership, are its tangled finances being sorted out. 

Sparta’s first post-communist owner, a Czech 
businessman, bought it cheap. He rebuilt Letna, with 
bank loans which Sparta is yet to repay. In 1996, deep 
in the red, Sparta was bought by a Slovak steel con- 
cern, vsz Kosice.The new owners talked of signing 
top foreign players, such as Bulgaria’s Hristo Stoitch- 
kov or the German captain Lothar Matthaus. Instead, 
Sparta got Slovak players at inflated prices: Szilard 
Nemeth, at $850,000 the costliest signing in Czech 
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football history, played only a few games for Sparta. 
Fanscheered when, in mid-1999, the Slovaks sold 
the club on to Vitava-Labe-Press, a German publish- 


'| ing company. “What we found was the torso of a 


business,” says Sparta’s new boss, Mr Kostal: “No 
arms or legs.” Sparta owed $23m, and much of its 
$7.5m yearly budget depended on its progress in the 
Champions League. The Germans will not spend 
heavily, but they plan to get the club in shape for a 
flotation on the Czech stockmarket by 2004. 


History will have to wait 
One early step was to cut ticket prices; a season ticket 
now costs only $37. Crowds for Czech league games 
have not yet picked up. But then Sparta fans tend to 
come only to special games: against Slavia, say, or, as 
on September 12th, mighty Arsenal. Sparta fans have 
held the London club in high re- 
gard since 1905, when Sparta's 
manager brought back a set of Ar- 
senal shirts from London. Sparta's 
team still sports Arsenal'sold claret, 
long after the Londoners switched 
tocherry-red. 

A visit to Letna shatters any 
fantasy that Czech culture means 
intellectuals like Milan Kundera. 











THE CHAMPION OF CZECHOSLOVAKIA 1965 
А. C. SPARTA 


Sparta fans are far more representative: unpreten- 
tious, beer-swilling, hard-smoking, working-class, 
lapsed Catholics. The Arsenal match did not reflect 
their bestqualities. Each time Nwankwo Kanu, Arse- 
nal's Nigerian star, touched the ball, racist chants 
burst out. The ape-like hooting only got louder when 
Arsenal's Silvinho, a Brazilian, slid through Sparta's 
defence for the first, and, in the end only, goal. 

Not that the skills of an Einstein are what Prague 
expects of football players. You can see them at 
Sparta, warming up on the training ground, forever 
stretching and dashing. They have been playing or 
training every day from the age of ten. Education is 
not a requirement. "Everyone tells them, 'Now do 
this, now dothat';" whispers a Sparta official, “I really 
wonder what some will do when they retire.” Boot 
supercilious club officials, perhaps? But it's true, after 
hours it is all strut and hair gel for the players. The 
Boss and Versace clothes shops at Prague airport say 
footballers are among their best customers. 

The Czechs have a fine footballing tradition, 
reaching, albeit losing, the World Cup final in 1934 
and 1962. A narrow defeat by Germany in the 1996 
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teas 
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European Championship final brought Czech play- 
ers to wider notice, and gave Sparta a new source of 
income. Its brightest star is Tomas Rosicky, a slightly 
built, mercurial, 20-year-old midfielder. Mr Kostal is 
quite open about selling him. “Tomas will be sold 
next summer. We want $20m for him.” Of course, Mr 
Kostal proffers, the player will be consulted. “Не? no 
slave. ‘Listen, ГЇЇ say to the boy, ‘such and such clubs 
are interested, where do you want to go? " Sparta's 
strategy is simple: sell players to big clubs, then trawl 
Eastern Europe for low-cost replacements. 

That strategy can backfire. At the Olimpico sta- 
dium in Rome on September 20th, Sparta were cut to 
ribbons by a Lazio team that included Pavel Nedved, 
an ex-Sparta midfielder voted best player at this 
year's European Championship. He is now a favour- 
ite at Lazio.Sparta's fans, alas, are not. As several hun- 
dred of the worst arrived in the Olim- 
pico, fresh off buses from Prague, “Oh 
no,” groaned a Sparta official, “here 
come the waterheads,” the apt Czech 
epithet for football hooligans. Lazio’s 
crowd is not above a bit of racism it- 
self. But the Czech was right. Many of 
the waterheads draped themselves in 
neo-Nazi flags and addressed the be- 
mused Lazio fans below with Nazi sa- 
lutes. When a few drunkenly charged 
for an exit, Italian riot police, armed 
with rifles, quickly surrounded them. 
Far below, on the emerald pitch, 
Sparta's team fared little better: a 3-0 defeat—and, to 
rub salt into the wound, a standing ovation from the 
Lazio fans for Mr Nedved. 

On the flight back to Prague, the mood was 
numb, Some players comforted themselves buying 
duty-free aftershave. Sparta's bean-counters could 
count on no comfort at all. With the match, they had 
lost the million Swiss francs, roughly $560,000, that 
UEFA gives to the winners of any such match, oreven 
the half of it that a drawn game would have earned. 
Worse, they had undermined Sparta's chance of get- 
tinginto the next round of the Champions League, as 
one of the top two teams in the group. 

The defeat hurt; Sparta players and the Czech 
press were still ruminating about it a week later, 
when, onacrispautumn night, Sparta managed a 3-2 
victory over Shakhtar Donetsk. Another sigh of re- 
lief, another million Swiss francs in the bank—only 
for the Ukrainians to turn the tables in the return 
match three weeks later. Then came another defeat, 
at Arsenal, albeit less brutal than the 4-2 scoreline 
suggested (and one of Sparta's goals a brilliant effort 
by Rusicky, suggesting more dollars on the horizon). 

Sparta’s final tilt, at home against Lazio on No- 
vember 7th, filled Letna. It was a wintery night, and 
the Italians wore gloves and long-johns. Sparta came 
close, but it was the old story of clubs without 
money: noclass in front of goal. The fans roared “Ital- 
iano! Bastardo'", but it was the Italians who won, 1-0. 
Stinging news came with the final whistle: Shakhtar 
Donetsk, at home, had crushed Arsenal, so taking 
third place in the group and entry into the lower- 
level but still revenue-earning UEFA Cup. Sparta was 
left truly out in the cold. Of six games in this stage of 
the Champions League it had lost five, earning about 
$3m, says Mr Vodvarko, but with no more to come. a 
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Trust betrayed 


The closure of Equitable Life to new business has cast further doubt on the 
government's plans to get people to save through private pensions 


NE by one, the icons of British insur- 

ance have been shattered. First it was 
Lloyd's of London, whose individual under- 
writing “names” found they had been taken 
to the cleaners. Then a host of household- 
name insurers were in the dock for mis-sell- 
ing personal pensions. Now Equitable Life, 
onceone of the proudest names in life insur- 
ance, joins the roll-call of dishonour and in- 
competence. 

Equitable Life, founded in 1762, is the 
world's oldest mutual life insurer. With over 
a million policyholders, it is one of Britain's 
three biggest providers of pensions. Through 
group schemes, its clients include a clutch of 
blue-chip companies, not to mention the 
parliamentary pension fund, the Personal 
Investment Authority and The Economist. 

This was one life insurer you could 
surely trust to honour its pledges—and to 
make pledges that could be honoured. But it 
turns out that Equitable Life did neither. It 
certainly made pledges, in the form of guar- 
anteed annuity rates to around 90,000 poli- 
cyholders, whose pension policies were 
based on the performance of the firm's main 
“with-profits” fund. When these promises 
were made, mainly in the late 1970s and early 
1980s, they cost nothing, since high inflation 
meant that the guaranteed rates on the final 
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value of their share of the with-profits fund 
were below market rates. But when falling 
inflation made these pledges valuable in the 
1990s (see chart) it chose not to honour them. 
Instead, starting in 1994, it sought to nullify 
their value by making an offsetting reduc- 
tion in the value of final bonuses for this 
group of its members. 

This strategy of setting “differential bo- 
nuses” became the subject of a court action 
that went all the way up to the House of 
Lords. In July, Equitable Life lost, and said 
that the guarantees would cost £1.5 billion 
($2.2 billion), which would have to be paid 
for by other with-profits policyholders. It 
covered the liability by freezing the value of 
all with-profits policies for the first seven 
months of 2000 and put itself up for sale. Fif- 
teen prospective purchasers looked at the 
books and one by one walked away until 
only the Prudential was left. 

It was the Pru's decision in early Decem- 
ber not to purchase Equitable that precipi- 
tated the current crisis. Equitable Life had to 
close its doors to new business and try to pre- 
vent existing policyholders from transfer- 
ring or cashing in policies early by levying a 
10% penalty on such transactions. The loss of 
growth in value in the first seven months of 
this year will not be restored. 


Equitable remains solvent but the out- 
look for the majority of its policyholders is 
now uncertain. Because it is no longer taking 
on new, younger clients and is essentially 
running off existing claims, it can afford to 
take fewer risks, so the with-profits fund will 
have to switch its investments progressively 
from higher-return equities to lower-return 
gilts. This will cut returns by 0.5-1% a year. 
There are fears that the cost of the guarantees 
could escalate beyond £1.5 billion if interest 
rates fall still further. And David Marlow of 
the Annuity Bureau says running the firm as 
aclosed business will prove more expensive. 

The case raises some fundamental ques- 
tions about the provision and regulation of 
private pensions in Britain. One concerns the 
mainstay of life insurance and pensions, the 
with-profits fund. Many savers have re- 
garded unit-linked policies as too risky, 
since they are tied directly to the financial 
markets. Instead they have opted for the 
supposed security of a with-profits policy in 
which they rely upon the insurer to smooth 
investment returns. But the drawback of this 
approach is now manifest: no one, it ap- 
pears, from the chief actuary down, fully un- 
derstood the risks to which Equitable’s with- 
profits fund was exposed. 

The debacle at Equitable Life also poses 
questions about the adequacy of regulation, 
some of which were raised by mrs this week. 
The Financial Services Authority (FSA), 
which has been regulating the life insurance 
industry only since the start of 1999, argues 
that the Law Lords’ ruling this summer 
changed everything. But this seems odd, 
since as early as 1998, the Treasury, which 
then regulated the industry, was seriously 
worried about the solvency of Equitable Life. 

The rsa also defends its decision to allow 
Equitable to carry on trading between July 
and December, saying that closing Equita- 
ble’s doors earlier to new business would 
have made a sale less likely. This may have 
been in the interests of Equitable’s existing 
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clientele, but not in those of members who 
have taken out policies since July. The rsa is 
going to review its handling of Equitable Life, 
but the inquiry will be held internally. 

Charges of earlier regulatory failure may 
prove more damaging still. In particular, 
there is the puzzle about why the govern- 
ment did nothing when the potential cost of 
the guarantees started to emerge in the 1990s. 

Even before Equitable’s crisis, the priv- 
ate-pension business was having problems. 
Saving for retirement through pensions was 
once seen as a no-brainer for the better-off 
because of the tax privileges. But the lower- 
ingof the top rate of tax to 40% in 1988 and the 
abolition of dividend tax credits for pension 
funds in 1997 have eliminated many of these 
advantages. 1sas, which allow individuals to 
retain control over their capital while getting 
a tax break, are an attractive alternative. 

The government is trying to shift more 
people towards private pensions, with the 
launch of its stakeholder pensions next 
April. These are directed at people on low to 
moderate earnings, a different market to Eq- 
uitable Life's high-earning professionals. 
With low charges, flexible contributions and 
easy transfer arrangements, they have been 
designed to avoid the problems that have 
dogged the business for a decade. But Eq- 
uitable's downfall will cast a shadow over 
private pension saving for years to come. 
Stakeholder pensions are unlikely to be an 
exception. 
= 





The lottery 


Rolled over 


Sir Richard Branson’s empire seems set to suffer a double blow 


T WILL not be a merry Christmas for Brit- 

ain’s most famous entrepreneur. On Tues- 
day December 19th, Sir Richard Branson 
found out that he had lost his bid to run Brit- 
ain’s National Lottery. The government-ap- 
pointed lottery commission awarded the 
franchise for the second seven-year term to 
the existing operator, Camelot. And it looks 
increasingly unlikely that he will win his bid 
to take over the running of the main east 
coast railway, to add to his existing portfolio 
on the rails. 

Sir Richard has good grounds for feeling 
aggrieved at not getting the lottery, and he 
might yet appeal against the decision in the 
courts. Camelot's chances of getting the fran- 
chise again looked to have been damaged by 
its relationship with GrEcH, an American 
company which part-owned it and pro- 
vided its technology. стесн got itself into 
several sorts of trouble, including a too-close 
relationship with the lottery regulator, who 
resigned. 

In August the champagne corks were 
popping in Sir Richard's London home 
when the lottery commission announced 
that although it was not yet ready to award 
the franchise to either party, the commission 





Bye-bye Blair’s babes 


WOMAN'S work is never done, but the 
work of the government's Women's 
Unit apparently is. It is set to be rebranded 
as a champion to fight discrimination not 
just against women, but against anybody. 
Its ultimate job was always to make itself 
redundant—though not quite as quickly as 
this. But then the Women's Unit has exem- 
plified many of the problems that have 
most characterised Labour's first term. 
May 1997 seemed like very heaven for 
Labour women. There was a record num- 
ber of female Mrs, and the Women’s Unit 
was born. For the first time, says Mary-Ann 


IE 
Lady Jay, number one sister 





Stephenson,director of the Fawcett Society, 
à pressure group, women had reason to be- 
lieve that government policy would ad- 
dress their worries. The Unit's vows to right 
the wrongs of women everywhere—in- 
cluding land-mine victims in the third 
world—have not dampened expectations. 

But the Unit fell victim to the sort of 
prejudice it was set up to tackle. Before the 
election there was talk of an independent 
women's ministry. Yet the Women's Unit 
that was established in its stead has only a 
housekeeping budget and little power: it 
exerts influence via the gentle arts of per- 
suasion and, occasionally, chastisement. 
The first minister for women was not given 
a ministerial salary; her successors have 
been expected to combine a “proper” job 
with the women's job, thus reducing it to 
the status of political housework. 

This has proved tricky for the current 
minister for women, Lady Jay, who in her 
other role has been busy reforming the 
House of Lords. Lady Jay is the daughter of 
aformer Labour prime minister, Jim Calla- 
ghan, so her attacks on the hereditary prin- 
ciple can sometimes grate. She does not 


would enter into sole negotiations with Sir 
Richard’s The People's Lottery (rp). But 
Camelot appealed against the commission’s 
decision in favour of TPL and won its case. It 
was re-admitted to the bidding process and 
the commission chairman resigned, to be re- 
placed by Lord Burns, a former civil servant. 
Under Lord Burns, the commission took a 
fresh look at the two rival bids, and has come 
tosome rather different conclusions. 
Everyone accepts that Camelot has run 
the lottery efficiently since 1994, raising even 








It could have been him 


seem to have been overly troubled by glass 
ceilings, and has struggled to appear as 
though she suffers alongside her sisters. 

The Women’s Unit was supposed to 
epitomise “joined-up £ovemment"—get- 
ting ministries to work together, a favourite 
New Labour theme. Whether itdid or notis 
anybody's guess. What's more, Gordon 
Brown, the chancellor, is himself fanatical 
about child care and other tools for getting 
more women into work. So it is hard to 
measure whether the Unit has really done 
anything useful. 

Most damningly, though, the Unit has 
been very bad at spin. It suggested some 
famous women as possible role models for 
teenage girls; one of them, Emma Thomp- 
son, an actress, who had not been con- 
sulted about her elevation to such respect- 
ability, said it made her want to go out and 
buy some cocaine. The Unit held a “body- 
image summit", which led to tales of offi- 
cials counting the number of fat people on 
television. Tony Blair has by and large kept 
his distance—but he did accept an invita- 
tion, mediated by the Unit, to make a 
speech last summer at the Women's Insti- 
tute, at which he was booed. That was one 
of the lowest points of his premiership. 
Give them an inch... 
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more money (£10.5 billion, $15.2 billion) for 
the "good causes" than had been expected. 
Since August, Camelot has successfully ad- 
dressed its main defect by promising to buy 
out GTEcH’s share of the company. All soft- 
ware management will thus become in- 
house, ridding Camelot of the damaging 
GTECH connection. 

Sir Richard, however, has always said 
that since трі would be a “not-for-profit” 
operation, it would raise even more for good 
causes. TPL’s operating costs were going to be 
2.8%, Camelot’s were 4.7%, including 0.5% 
profit. Partly asa result, rex said that it would 
raise £160m more per year than Camelot for 
good causes. This was Sir Richard’s main 
claim torunning the lottery. 

But now this eye-catching generosity 
seems to have backfired. In fact, the commis- 
sion has decided that трі under-estimated 
its operating costs, particularly “at lower lev- 
els of sales". One expert witness, lan Walker, 
professor of economics at the University of 
Warwick, said that Sir Richard’s claim that 
more people would play the lottery because 
it was “not-for-profit” was “wishful think- 
ing". And the commission judged that TPL 
did not have “sufficient resources” for such a 
big start-up. 

The commission was worried by the fact 
that Sir Richard was planning to spend only 
about 0.8% on publicity and marketing, as 
against Camelots 1.3%. As the lotteries 
around the world mature, the operators 
have to work harder to draw the punters in, 
and the commission judged that a small re- 
duction in total turnover would wipe out 
TPL's promises of more cash for good causes. 
The commission was also underwhelmed 
by тр1.$ various schemes to reconfigure the 
lottery games to pull in more players, decid- 
ing that people might lose interest as a result. 

Sir Richard's cause cannot have been 
helped by trouble in his other businesses. 
Earlier this year, the banks were banging on 
his door for repayment of £172m of loans to 
his music-retailing business. The sale of 49% 
of Virgin Atlantic to Singapore Airlines got Sir 
Richard out of that mess. But Virgin Express, 
Sir Richard's budget airline, has been losing 
money fast, and has been cutting back its op- 
erations. And on top of all this, a new biogra- 
phy by Tom Bower presents Sir Richard in an 
unfavourable light. The whole commission 
is known to have read it. 

The lottery decision will be a greater 
blow to his ego, but the verdict on the rail- 
ways might hit his pocket more. Privately, 
members of the Strategic Rail Authority ad- 
mit that Virgin’s bid to take over the east 
coast franchise from Great North Eastern 
Railways was the best one. But they are con- 
cerned about Virgin's financial health and 
about the fact that in awarding the franchise 
to Virgin they might be close to creating a 
monopoly on the railways. Either way, it’s a 
roll-over. 
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Christianity 


Paradise regained 


BRITAIN 


Church attendance has been falling for 70 years across the country, but in 


London the decline has been reversed, 


evangelical techniques 


OR much of Britain, 

church is as important a 
part of Christmas as the tur- 
key, and about as spiritual. 
The middle classes drag 
themselves to church on 
Christmas Day, make a si- 
lent apology for their ab- 
sence over the previous 
year to a god who might or 
might not exist and forget 
about him again over 
lunch. But the regular pat- 
tern of a Christmas peak on 
a slowly declining graph 
may be changing. Although 
national church attendance 
is still falling, in some areas of the country— 
including London—energetic recruitment 
has reversed the decline. 

Across all denominations, adult church 
attendance has dwindled from 10.2% of the 
adult population in 1980 to 7.7% today. Adult 
attendance in the Church of England, the 
country’s official church, decreased by 14% 
during the 1990s. Only 2% of the adult popu- 
lation now attends an Anglican church in 
England regularly. 

But in some areas, things are changing. In 
Greater London, for instance, Anglican 
church attendance declined by 30% during 
the 1980s, but increased by 3% between 1989 
and 1998. The evangelical wing did best, 
boosting its attendance figures by 18%. Out- 
side the Church of England, the Baptists in- 
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Born again 
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partly thanks to the spread of 


creased their attendance 
figures by 11% over the same 


Robert Jackson, a for- 
mer economist, is now a 
vicar in Scarborough. He 
has been researching these 
trends for a report for 
“Springboard”, the Arch- 
bishop of Canterbury’s ini- 
tiative to spread evangelical 
techniques, which will be 
published early next year. 
Mr Jackson points out that 
other dioceses, such as 
Wakefield, have seen the 
same happen. And al- 
though most individualchurches have lost a 
proportion of their congregation over the 
past decade, 22% of individual churches 
have seen their congregations grow by at 
least 10% over the same period. 

According to Mr Jackson, there is a well- 
trodden path to tuming around failing 
churches. An evangelical out-reach pro- 
gramme is most important. In Greater Lon- 
don, for instance, 550 churches run the Al- 
pha course, the most popular evangelical 
introductory course to Christianity. That's 
more than in any other region. Alpha goes 
where others fear to tread, such as prisons. 
Course leaders estimate that a million peo- 
ple have done the course in Britain, and a 
quarter of them have become Christians. 
The Alpha course's managers estimate that 
they bring 7,000 new people into the church 
in London every year. 

The Alpha course came out of the more 
puritanical low-church end of Anglicanism. 
But its success as a marketing technique has 
led other Anglicans to copy it. Anglo-Catho- 
lics—the "smells and bells" wing of the 
church—are increasingly adapting the Al- 
pha course to their own beliefs. That may be 
part of the reason why the Anglo-Catholics 
managed to boost their numbers by 22% in 
1989-98. The Catholic Church, by contrast, 
has lost 19% of its congregation over the same 
period. 

Black people also seem to help revive a 
church. Mr Jackson points out that churches 
with an ethnic mix “do better than all-white 
churches”. This is partly because the black 
population is growing faster than the white 
one, but also because evangelism has long 
been an important part of black worship. 
And, black or white, there seem to be plenty 
of souls out there ripe for saving. 

_п 
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Г: IS becoming tiresome to defend William Hague's right to say 
foolish things that he thinks will help him win the next election. 
But when Tony Blair'sgovernment keeps accusing the leader of the 
opposition of being a racist, the gravity of the allegation demands a 
close review of the evidence. This is, after all, the second time that 
Mr Blair has accused Mr Hague of “playing the race сага”. 

Three months ago, the prime minister told delegates at the La- 
bour Party's annual conference that if they wanted him to exploit 
the asylum issue for reasons of race then they had better vote for 
the other man, “because I can’t do it.” In the same speech, Mr Blair 
called concerns which the Tories had raised about the language 
skills of foreign doctors in Britain a coded form of racism. *You 
know they're not talking about the 
Swiss,” he said. This time, Jack Straw, 
the home secretary, and other gov- 
emment spokesmen, accuse Mr 
Hague of having made a series of 
“disgraceful” and “disgusting” re- 
marks about race, policing and 
crime. Bill Morris, the (black) presi- 
dent of the Trade Union Congress, 
compared Mr Hague's remarks to 
Enoch Powell’s 1968 "rivers of 
blood" speech against immigration, 
with its talk of "respectable" con- 
stituents being persecuted by 
“wide-grinning piccaninnies". 

This comparison is preposter- 
ous. What has Mr Hague said that is 
so outrageous? In a speech on De- 
cember 14th he said that a report 
written last year at Mr Straw's re- 
quest by Lord Macpherson, а retired 
judge, about the notorious and still 
unsolved murder in London of Ste- 
phen Lawrence, a black teenager, 
had subsequently been used to 
brand every officer of the Metropol- 
itan Police as racist. This had con- 
tributed directly toa collapse of po- 
lice morale and recruitment, and 
led to a crisis on the streets. Mr 
Hague noted that the report had led 
toa big fall in the amount of stopping-and-searching by the Met- 
ropolitan Police, that street crime had soared, and that black teen- 
agers were among those who had suffered most from the collapse 
in police morale. A Conservative government would not allow 
“political correctness” to get in the way of law enforcement. And it 
would have an “honest” debate about crime, policing and race re- 
lations. This would mean facing up to the truth that a dispropor- 
tionate number of street robberies were committed by young 
black men, often against other black people. 

Two days later, Mr Hague returned to the fray in a newspaper 
article suggesting that the government's failure to recruit enough 
policemen had helped create the conditions for the recent murder 
in south London of another young black boy, Damilola Taylor. 
When Damilola's parents complained that they were distressed 
by their son’s death being used as a “political football”, Mr Hague 
said that politicians could not bury their heads in the sand when 
such crimes were committed; and that more such crimes would be 
committed if police numbers and morale continued to decline. 

You do not have to agree with all or any of Mr Hague’s remarks 








Playing the race card, again 


to be mystified by the cries of righteous outrage they have pro- 
voked. Bagehot is happy to agree that the Conservative leader is 
guilty of exaggeration, distortion and misjudgment. Though he 
says he has a high motive for it, Mr Hague has plainly used the Da- 
milola case to berate the government for failing to raise police 
numbers. Though he accuses a “condescending liberal elite” of 
branding all police as racists, the Macpherson report did no such 
thing: the reasonable point Lord Macpherson made about “insti- 
tutional racism” was that, no matter what individual coppers felt, 
the Met as a whole treated black and brown Londoners unfairly. 
Misjudgment? His tough talk on crime and asylum earned Mr 
Hague an opinion-poll bounce last spring, but fewer voters now 
see a government that boasts about 
being the hammer of “yobs” and 
champion of curfews as a member 
of the aforesaid liberal conspiracy. 

In short, Mr Hague has got him- 
self into a mess. But what makes his 
comments racist? In Damilola’s 
case, nothing at all. It may be taste- 
less to start a political hue and cry 
over one child’s murder, especially 
when the parents do not want this. 
But since Damilola was black, using 
his murder to “play the race card” 
would require impressive sleight of 
hand. Nor is tastelessness a Tory 
monopoly: in 1999 Mr Blair made a 
speech that seemed to blame Ste- 
phen Lawrence’s murder on the 
“forces of conservatism”. 

Mr Hague is on more sensitive 
ground when he implies that black 
robbers go unchallenged because 
policemen are afraid of being called 
racists. That would be a shameful 
thing to say if he knew it to be un- 
true. But it may be true. His argu- 
ment is supported by the Police 
Federation, the police trade union, 
and by the fall in stop-and-search 
arrests since the Macpherson report. 
Although there are countervailing 
arguments—Mr Hague's critics retort that the police had good rea- 
son to alter their behaviour after the abuses and incompetence 
uncovered by Lord Macpherson—this is surely the sort of issue 
politicians should be allowed to broach without being muzzled. 
This is not to say that Mr Hague is motivated only by high princi- 
ple. He is a populist in a pickle, deperate to push the buttons that 
say to voters that Mr Blair is politically correct, soft on crime and 
more friendly to the criminal than to the victim or the police. 

The question at issue is whether he is deliberately signalling to 
voters that Tories support whites and that Labour is too easy on 
blacks. Probably not. In the margins of his latest speech, and on 
other occasions, Mr Hague has made a point of saying all the right 
things about race in Britain: about the need for tolerance, about 
the lack of trust between the police and racial minorities, and so 
on. Tories think it unfair that such utterances are ignored when the 
government calls Mr Hague a racist. But there is justice of a kind in 
it. Politicians who choose to bellow through a megaphone, as Mr 
Hague has, cannot expect to exonerate themselves later on by 
pointing at the small print. Populism, rightly, has its perils. 
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INFLATION 


The price of age 


URING a recentclear-out at The Economist, we 
n a dusty file marked "Expenses: De- 
m is a claim form from a jour- 
nalist on this. "back from а trip to America а 
century ago. We cannot swear it is genuine, but then 
| neither perhaps could he: curious things do happen 
EE t the upmarket end of what in those days was 

às Fleet Street. It is fascinating, anyway. Be- 
usual hotel room, lengthy telephone calls 
(yes, even in 1900) and, of course, a hefty bar bill, our 
| late colleague seems to have claimed shamelessly for 
| a spending spree on various personal items. How 

“have the prices changed over those 100 years? 

The obvious answer is that everything has risen 
hugely. The obvious answer would be wrong. Since 
1900 average consumer prices in America have in- 
deed risen 20-fold, an average of about 3% a year. But 
the variations are large. Our colleague's hotel room in 
New York cost him $8 a night in 1900; the same hotel 
would charge $600 today, a 75-fold leap. At the other 
extreme, he made a three-minute telephone call to 
Chicago (to a lady, we suspect, from other evidence, 
and plainly not his wife; for the latter, he evidently 
brought back--and charged to this paper—a 49-cent 
souvenir from Niagara Falls). His call cost $5.45; to- 
day's cost is about five cents, a 99% fall. 

Over time, general inflation tends to mask 
changes in individual prices. Strip out the general 
rise, and variations are clearer (see chart 1). Thus the 
cost of a hotel room has risen since 1900 by around 
300% in real terms; a telephone call is 99.9% cheaper. 
The chart also reveals some broader trends. 

* First, goods or services that have benefited from 
large productivity gains, thanks to technological im- 
provements and mass production, have seen large 
price falls in real terms. Telephone calls are the most 
striking example. But electricity, bicycles, cars, even 
eggs (thanks to battery hens) also have fallen. In 1900 
acar, then hand-made, cost over $1,000. Henry Ford's 
original Model-r, introduced in 1908, cost $850, but 
by 1924 only $265: he was using an assembly line, and, 
in virtuous circle, was also selling far more cars. Over 
the century, the real price of a car fell by 50%. 

• Second, for many goods, the figures overstate the 
true increase in unit price, because they do not take 
account of improvements in quality. Potatoes, beer 
and salt are very much what they were in 1900; bicy- 
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Many older people face a much higher inflation rate than do the young 


















































cles are better, but not vastly so; cars are enormously 

more comfortable, reliable and faster. | 
• Thechartalsooverstates price rises in another way. 
Many goods that are popular today—television sets, 
say—did not exist 100 years ago. Nor the way of 
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achieving some non-material goods. In 1900, the Edi- 
son phonograph already existed. But anyone want- 
ing the real sound of music at home—we can't price 
our ex-colleague’ s visits to honky-tonk bars, possibly 
listed as "concert with Vanderbilts"—had to buy an 
instrument (and then pay for his daughters to be 
taught how to play it). Over the past century, the 
price of-a Steinway grand piano has increased by 
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160% in real terms. But the true cost of his pleasure to 
our music-lover has tumbled: he buys a compact- 
disc player instead of a piano, paying less than 1% of | 
the price of a modem Steinway. 

* In many labour-intensive services, offering little 
scope for productivity gains, prices have soared, in 
real terms: most notably, hotel rooms, theatre seats, 
and the cost of employing a butler or housekeeper 
(assuming their pay rose in line with average earn- 
ings). Households have responded by substituting | 
goods, such as washing machines and vacuum 
cleaners, for domestic servants. 

* Some goods that have seen their brand name and 
image strengthened have also seen fat price rises. 
Levi 501s, which were once sold as workmen’s 
clothes, are now a fashion item--and in real terms 
cost 160% more than in 1900. The real price of The 
Economist has risen by one-third for an American | 
paying the dollar price. In 1900, it cost the equivalent 
of three Hershey bars; today, the trade-off is eight 
chocolate bars for one Economista tough decision. 
* The real prices of cigarettes and beer have soared: 
blame governments and higher excise duties. 

* in contrast, not just are American petrol prices 
low, compared with those in other countries; they 
are also 50% lower, in real terms, than a century ago. 


Thedigital decade 


Over the century, there were huge changes in relative 
prices. What about the past decade? After the era of 
double-digit inflation in the 19708 and early 1980s, 
average consumer-price inflation in the developed 
world has fallen to around 2%, which broadly 
matches central bankers’ definition of “price stabil- 
ity". For individual prices, these days we have no 
phoney expense claims, perish the thought, to help 
us. But other records reveal 
wide. variations even over 
the single decade since 1990. 

Chart 2 shows some 
changes in the United 
States; in nominal terms this 
time. Over the decade, aver- 
age American consumer 
prices have increased by 
29%, an annual rate of 2.6%. 
But the price of a packet of 
cigarettes has surged by 
109%, thanks to higher taxes. 
In contrast, thanks to the 
electronic revolution, many 
goods from mobile phones 
to video-cassette recorders 
are now at least 60% 
cheaper. And the services 
they offer are cheaper still. 
The cost of an international 
phone call or an Internet 
connection: has plunged. 
The price of a personal computer is down only 40%— 
but it is far more powerful. So the cost of a unit of 
computer processing power has fallen by 99% over 
the decade. In contrast, the prices of services such as 
medical care, a hotel stay and domestic help have 
continued torise sharply. 

Price changes also differ greatly i indifferent mar- 
kets. The cost of a business-class flight between New 
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by 87%; yet an economy -class 
ticket has fallen by 8%. In Man- 
| hattan the cost of buying àn 
apartment has jumped by 
more than 50% over the decade, 
| well ahead of inflation—and of 
| house prices in many a dump 
| town where no one much 
wants to live and which, unlike 
Manhattan, can expand side- 
| ways anyway. 

Those. who have a pen- 
| 

| 

| 





| York and London has jumped 








chantfor eating out in fashion- 
able and expensive restau- 
rants, are paying more for their 
pleasure. But anyone who enjoys fast food has fared 
well: a Big Mac and a Coca-Cola have both risen by 
much less than generalinflation since 1990. The price 
of The Economist has broadly matched inflation. In 
contrast, another fount of knowledge, the Encyclo- 
paedia Britannica, has roughly halved in price; in- 
deed, since its online version isnow free, its price has, 
| ineffect, fallen by 100% to anyone on the net. 


Some do better than others 


| 

| One consequence of wide changes in relative prices 
| is that individuals may face widely differing infla- 
tion rates, if their spending differs much from the na- 
tional average. Older people, for instance, are likely 
to spend more on medical care and domestic ser- 
vices, such as those of gardeners and cleaners, that 
have risen sharply in price. Younger people are likely 
to spend more on. new products, such as mobile 
| phones or computers, which tend to fall rapidly in 
price during their early years. The young are also 
more likely to seek out low prices on the net. 

Take George, a 60-year-old, who smokes, drinks 
whisky and wears suits. He drives a car, and likes to 
travel business class and to stay in luxury hotels. He 
employs a cleaner and a gardener. He pays a hefty 
premium for medical insurance, and has to meet his 
son's college fees. His average inflation rate for such 
discretionary spending—ie, excluding housing, food 
and heating—over the past ten years would have 
been:4% (if one calculates a crude arithmetical aver- 
age of the different items). 

George has one advantage: his suits have not 
changed in price over the past decade and his wife’s 
| dresses now cost 30% less. In contrast, the flashy 
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sneakers that her nephew Ben favours have risén'a 
little in price, and his Levi 501s by a hefty 65%. But Ben 
prefers beer or Coke to spirits, eats Big Macs, rides a 
bike, is inseparable from his mobile phone, laptop 
computer and the Internet. And he doesn’t mind fly- 
ing economy class. The price of his gym membership, | 
however, has jumped by more than half over the de- 
cade. Adding it all up, his av- 
erage inflation rate for dis- 
cretionary spending has 
been minus 1%. 

These inflation rates are 
crude, as unweighted aver- 
ages of just a few selected 
items must be. But in general 
many older people do in- 
deed face’ higher inflation 
than the young. 





Come therevolution 


As our comparisons. show, 
even if general inflation re- 
mains low, relative prices 
can shift significantly over as 
short a time as a decade, let 
alone a century, thanks to 
productivity gains brought 
by technological improve- 
ments, or to changes in de- 
mand; or, very often, both. 
And by historical standards, 
that has been especially true 
in recent years. 

Falls in the prices of new technology are nothing 
new:every technological revolution from steam and 
railways to electricity and cars has enjoyed large cost 
savings. Electricity prices fell by an average of 6% a 
year in real terms between 1890 and 1920. Car prices 
—after a (fairly heroic, but fair) adjustment for qual- 
ity improvements—declined by 11% а year, in real 
terms, in the first quarter of the 20th century, But re- 
cent price plunges have been much bigger than in 
those earlier revolutions (see chart 3). Over the past | 
30 years the price of computer processing power has 
declined by an annual average of 30% in real terms; 
telecoms prices have been plunging ata similar pace 
over the past decade. 

Information processing and telecoms witness 
vividly to the effect of sharp price falls. People and 
firms have taken up the new technology rapidly (so 
pushing its cost down still further); in the case of the | 
Internet,even more rapidly than with previous tech- 
nologies. As information-technology folk like to 
boast, if the motor industry had developed at the 
same pace as their own, by now consumers could be 
paying just $25 for acar that would travel at 500 miles 
an hour and did 1,000 miles to the gallon. 

Be fair, though. As General Motors has hit back, 
your car would also crash twice a day; you would 
need to buy a new опе every time they repainted the 
lines on the road, and the airbag system would ask 
“Are you sure?” before inflating on impact. 

Comparisons of the changes in prices of differ- 
ent technologies in different ages should therefore be 
handled with care. Asindeed, in future, will be all ex- 
pense claims from journalists at The Economist— 
whether from last week or 100 years ago. m 
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The empty nursery 


prun isa truedaughter of her 
time. Her father, thatcharming lit- 
tle lad in the sailor suit, was one of 
eight children, all born in just over a 
decade at thestartofthe 20th century. 
Born in 1958, she is the youngest of 
five. She has one child, and her four 
older siblings between them have a 
further ten, three of them adopted. 
Will those 11 children and their con- 
temporaries have more babies than 
their parents have? Or is Elizabeth's 
only child the pattern of the future? 
Of all the questions about our new 
century, few are as important as this. 

For nearly 50 years now, women 
in a rising number of countries have 
been having fewer babies than their 
mothers did. For most of that time, 
people hardly noticed: world popu- 
lation overall was rising, indeed ac- 
celerating. But each new population 
projection from the United Nations is lower than the 
one before. Too few babies is emerging as a bigger 
worry in many countries—not all of them rich 
ones—than too many. 

Indeed, this autumn the un held a meeting of de- 
mographers to think about policy responses to 
“population ageing and decline". Decline? Not im- 
possible. Current projections suggest that, by 2050, 
the populations of both the European Union and Ja- 
pan will be on the slide. Italy’s, forecasts the un, will 
have fallen by 28%. Of 35 of the world's richest coun- 
tries, in only three—Iceland and New Zealand, de- 
mographic midgets, and the United States—are 
women producing enough babies (just over two 
| apiece, on average, is enough) to replace the existing 
population. 


М 


The days of plenty 


Who wants more than one? 


Of course, with babies like anything else, long-term 
projections are likely to be confounded. But the 
empty nurseries of the rich world already suggest 
that something deep, perhaps alarming, is happen- 
ing to the family of the future. Even in the United 
States, of women aged 40 to 44 in 1998, 19% were 
childless. Almost all were likely to remain so. In the 
early 1980s, the corresponding proportion was 
around 10%, roughly the natural rate of infertility. The 
same is true elsewhere. In Germany, says Herwig 
Birg, at the University of Bielefeld, 30% of women 
born in 1965 are childless. In the past, over 90% of 
women their age would have had children by now. 

In terms of overall numbers, that would not nec- 
essarily matter. The United States, in one sense, is re- 
turning to the past: about 20% of women born there 
in 1900 remained childless. But many others in those 
days had large families: around a quarter of all 
American women had at least four children. Today, 
women with three or more are unusual, far more so 
indeed than they were only two decades ago. 











THE ECONOMIST DECEMBER 23RD 2000 


Growing up an only child, or with a single sibling, was once a rare experience. No more 








So family structure has already altered. There are 
more childless households than in recent decades. 
Does that mean more with only one child? In Britain 
(see the chart on the next page), that trend is barely 
visible: once women there have had one baby, they 
generally go on to have a second. But in the United 
States, yes. Today, 17% of American women in their 
mid-40s have had only one child—and, says Amara 
Bachu, of America's Census Bureau, “the number is 
rising all the time.” In the early 1980s, the proportion 
was around 10%. 

In Italy too: Rossella Palomba, who has studied 
attitudes to parenthood at the cnr National Institute 
for Population Research there, says that Italian cou- 
ples feel under strong pressure to become parents— 
but “one child is enough to fulfil this social duty.” So 
Italy has become the land of the single bambino or 
bambina:a quarter of women born in 1963 have only 
one child. Indeed, all over southern Europe, those big 
families that once seemed one of the most joyful 
achievements of the Catholic church’s ban on birth 
control have been replaced by only children: 26% of 
Spanish women and 31% of Portuguese ones now in 
their late 30s have a solitary child. 

In China, small families have been mandatory 
for more than a generation. In theory, China’s fertil- 
ity rate has fallen below replacement level, to 1.7-1.8 
births per woman. That is almost certainly an under- 
estimate: China plans the production of the vaccines 
given to babies on the assumption that 25m more 
children are born each year than the official figures 
show. Even that would leave this huge country with 
a fertility rate only slightly above America’s. More- 
over, in cities, and especially in Shanghai, one-child 
families have been the norm for more than 20 years; 
so the government has softened the policy. When 
both partners in a marriage are only children, they 
are allowed a second baby. 

How many will take advantage of that? Several Р 
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“other Asian countries—richer th; 
tedly—have fertility rates about as low asin southern 
Europe. In South Korea, the proportion of women in 
their early 40s with only a single child rose from 9.9% 
in 1993 to 13.1% in 1997. Namhoon Cho, a demogra- 
pheratxisua, an institute in Seoul, expects that pro- 
portion to goon rising South Korea's fertility rate fell 
from 154 in 1997 101.42 in 1998, Even without a gov- 
emment to bully them into it, many Korean women 
seem to have adopted their own one-child policy. 
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| Babies, yes, but not just yet 

| strange, given the glamorously pregnant film stars 
| who fill the newspapets. Of course, while one baby 
| may be glamorous (for a while), a gaggle of brats is 
| not. But the image of motherhood does not seem to 
| be the reason thatchildren have gone out of style. 

Indeed, when young women (and indeed young 
men) are asked how. many children they plan to 
have, almost all, in all relatively wealthy countries, 
say that they want two, or maybe three. When South 
Koreans were asked how many children they reck- 

| oned ideal, says Dr Cho, the figure (averaged, of 

| course), fell from 3.9 in 1965 to 2.1 in.1991, and has re- 

| mained about there ever since. In Europe, the answer 
ismuch the same. A study by Walter Bien, of the Ger- 
man Youth Institute, looked at what people in nine 
European countries thought was the ideal family 
size. In almost every country, both men and women, 
from their early 20s to their middle 40s, tended to say 
two or three. Fewer than 2% of young respondents 
said that they did not want children. 

| So what makes them change their minds? Much 
of the explanation seems to lie in timing. Mother- 
hood is becoming a mid-life digression. 

We are seeing what Ron Lestaeghe, a Belgian de- 
mographer, calls the “second demographic transi- 
tion”. During the first transition, rapidly taking place 
in many developing countries today, women reduce 
the number of children they have later in life. They 
have two, or three, or four, and stop. Families like that 
of Elizabeth’s grandmother all but disappear: most 
mothers have all the children they wantin their 20s. 

|  'In today’s second transition, women postpone 
| having their first baby. In the United States, 27% of all 
women in their early 30s (and indeed 30% of white 
non-Hispanic ones) have not yet had a child. In Brit- 
ain, 7% of births are now to mothers aged 35 or over. 
This kind of shift in timing is muddling for demogra- 
phers. They measure total fertility rates by projecting, 
from the number of children a woman has at any 
given age; the number that; on average, she will have 
overall. But how can they tell babies postponed from 
babies forgone, and so avoid wrongly predicting a 
fallin family size? It has been big question for them 
in recent years. And the moment women postpone a 
bit less, life grows harder still: it may look as though 
fertility has suddenly started to rise—yet in the end 
women may have no more children than before. 








Theopportunity cost of the cradle 


Postponing is risky. In her 305, a woman becomes 
ever less fecund. So postponing childbearing not 
only confusesdemographers but leads to many more 
single-child families, sometimes at the parents’ 
choice, sometimes not. Why wait to have a child? 
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it- Mainly because women have many more options 





This apparent rejection ‘of motherhood seems 


possible after having a child:In the United States, 59% 









than their grandmothers ever did. Schools now teach 
teenage girls the importance of getting qualified and 
earning a living. In many countries, girls now do bet- 
ter at school than boys. In some, such as Germany, 
they outnumber boys at university. 

Once into jobs, educated young women now of- 
ten earn almost as much as their male contemporar- 
ies. By the time they have established themselvesina 
career, many have reached 30. “To stop at 30 to have a 
child is very expensive,” says Bielefeld's Dr Birg. “No 
one consciously sits down to think like that. But the | 
higher the income, the lower the fertility rate.” 

One solution is to rush back to work as fast as 


of mothers with a child under one year old were in 
the labour force in 1998. That is almost twice as many 
as in 1976. Moreover, about 36% of employed moth- | 
ers with babies were working full-time. The better | 
educated the mother, the more likely she is to go | 
straight back to her job: among mothers with babies | | 





under one year old, 58% of those who are only high- 
school graduates are in the job market, but 68% of 
those who have at least one year of college education. 
College-educated mothers are also. more likely to be | 
working full-time, even when their babiesare young. 
Anyone who has worked full-time while raising | 
a small child or two knows the heartache and hassle | 
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turns), More generally, this new century will be one 


eave suddenly; important 
where kinship becomes a weaker force. Family 
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atshort notice. Small chil- 
n their lives that rarely ex- 
people in their mid-30s 
igerial jobs. Small wonder 
e that two babies, or even 
pe with. 
then,thattheuw,even whileit 
notes a rising Id population, is beginning to 
fret about population decline in parts of the world. 
But is the decline really here to stay? Or will babies 
one day come back into fashion? After all, between 
the two world wars, some countries’ birth rates fell so 
drastically that pessimists predicted that the human 
race was on the road to extinc- n 
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bonds are already growing more complex, as people 
cohabit, divorce or set up home with partners of the 
same sex. So more people will be reaching the end of 
theirlives with no immediate relatives at all. 

The decline in family size means that there will 
be proportionately more only children, and more 
who are the first born. Conventional wisdom says 
that only children are lonely, maladjusted and self- 
ish, and that first-born children are bossy over- 
achievers. Certainly some only children feel them- 
selves different. Jill Pitkeathley and David Emerson, 
both “onlies” themselves, interviewed about 6o only 
children in Britain, and record*—unsurprisingly, but 
it's still worta hearing it from 








tion. Yet birth rates soared (es- 
_ | pecially in the United States) in 

| the 1950s, the decade when to- 
‘| day's baby boomers were born. 
Undoubtedly the decline in 
| fertility rates will not continue . 
indefinitely.In many countries, 
it has stopped already. In 14 out 
of 18 West European countries. 
says David Coleman, a demo- 
grapher at Oxford University, 
the birth rate rose between 1998 
and 1999. One school of 
thought, led by John Bongaarts, 
vice-president of the Popula- 
tion Council, а New York think- 
tank, argues that the apparent fall in fertility rates has 
reached a plateau~inevitably, as the age to which 
-| childbearing was being postponed stopped rising so 
fast. Europe’s true fertility rate, says Mr Bongaarts, is 
almost certainly under replacement rate, but maybe 
17 or 18 children per woman, rather than below 15, 
as some of the more alarming estimates suggest. 

Family size could also rise again. The big families 
of the 19th century may be gone for ever. But itis quite 
possible that there will be periods ahead when a 
fashion for parenthood really does raise the birth 
rate, at least temporarily, as it did in the years after 
the second world war. Children, once a tool for pro- 
duction, have become the ultimate consumer dura- 
ble; the rich may want more of them, just as they 
want more of everything else. 

Yet as long as women enjoy earning their own 
money and men hate changing nappies, the long- 
run trend will surely be for people to have rather 
fewer children, on average, than the replacement of 
the human race requires. Asa result, the 21st century 
| will probably see, for the first time in modern days, 
| human numbersstoprising and begin to decline. 








ewer births, says 








The lonely crowd 


A world where: babies are few is just what ultra- 

green environmentalists want to see. But while the 
environment may gain, society may well lose. 

| For one thing, the unspoken social contract be- 

| tween young and old will be mangled, if there are not 

| enough young around to pay the old ones’ pensions 

` (and immigration is no long-term answer: immi- 

| grants’ birth rates generally fall, often in less than a 

| generation, to match that of their host country. Then 

| the newcomers grow old—and the birth dearth re- 





the horses mouth~-that the 
“great gains” in termsof paren- 
tal affection and. attention 
were ‘often’ offset by: "great 
losses”, especially the loss of 
the experience of sharing life 
witha sibling, 

More .cheeringly,.. Toni 
Falbo, a professor of educa- | 
tional psychology and socio- 
logy at the University of Texas 
at Austin, has combed through 
studies of only children, and 
found hardly any durable dif- 
ferences of significance. be- 
tween only and other children. 
The “onlies” tended to enjoy more years of education 
than children with siblings, and they had a slight 
edge in verbal abilities when young; but this, typi- 
cally, had vanished by the time they werein their 20s. 
Akira Yoda, of the Showa Women's University in Ja- 
pan, is another academic who has studied only chil- 
dren: she finds that they lack co-operative skills (a 
problem in team-playing Japanese culture), but 
notes thatin their first years at school they tend todo 
better than other youngsters. Otherwise, only chil- 
dren seem to be reassuringly like everybody else. 















High achievers 
A rival school of thought, however, sees only and | 
first-born children as high achieversin later life. Alan 
Greenspan, today’s much-praised head of the Fed- 
eral Reserve Board, is "the most powerful only child | 
in America", according to onlychild.com, a web site | 
devoted to singletons. Three political scientists at the 
University of Leiden recently studied 1,000. Dutch 
politicians, looking for links between birth order and 
political ambition. They found that both only chil- 
dren and first-bom ones were over-represented in 
Dutch political life, though the phenomenon was 
less pronounced in the post-war generation of poli- 
ticians than among older ones. 

In future, only and first-born offspring between 
them will probably account for a majority of the hu- 
man race. Such a world of destired high achievers 
may be an alarming prospect for the second- or still 
later born rest of humanity. But, if the world's hu- 
man numbers do indeed. decline, we maybe will 
need all the high achievers we can get. & 


* "Only Child: How to Survive Being Опе“, Souvenir Press, London 











THE ECONOMIST: DECEMBER 23RD 2000 


97 









































OUR PAPER ра 


IN THE 1930s 


























WEEKLY COMMERCIAL 
Bankers’ Gazette ano Railway Adonitor 
A POLITICAL, LITERARY, AND GENERAL NEWSPAPER. 





7 


TIMES, 








Vol. CXVII. 





| 
| 
| 
| 
| 
i 
| 
| 
| 
| 


| 
| ONEY was "fairly easy", The Economist pro- 
| claimed in the week--see above—that | joined 
| it in 1933. "Comfortable" was another favourite ad- 

jective. The seeming importance of this regular non- 
| news, on the cover—front page might be a better de- 
| scription today—presumably contented the minor- 
| ity of money-market boffins among our very few 
| thousand readers in those remote times. The rest had 
| tosearch inside for the week's wisdom from our édi- 
| tor, Walter Layton, or Arnold Toynbee. 

Layton, duringthe first world war a notable pub- 
lic servant, not least under Winston Churchill, had 
been appointed editor in 1922 by the trust that held 
The Economist on behalf of the surviving daughters 
| of James Wilson, its founder. Within a few years, he 
| was raising money to buy the paper, only to face a 
| counter-bid from the arriviste Brendan Bracken, 
| who had just bought the Financial News (and who 

was in his turn to become a close ally of Churchill's, 

serving him as minister of information in 1941-45). 
The result was joint ownership; with Layton retain- 
ing the editorial chair. 

Arnold Toynbee had been recruited as acontrib- 
| utor in the 1920s, and for all the massive “A Study of 
| History" on which he was already a 
tinued to write editorials. for. 2: 

The Economist. He could Бе. 
| fastidious; not to say pemick- | 
ety, about the placing of an in- | 
verted comma in some Arabic 

name. Layton, burdened with: 
the problems of the. News 

Chronicle as well as those of е: 
struggling Economist, would 
‘sometimes end his leader on a 
less than clarion note, suchas: 
“Provided that the shipof state has a firm hand at the 
tiller, all willbe well? = 

oo The Economist was then a primitive kind of 

workshop. A handful of “full-time” editorial people 







t work, he con- 


work) was swollen to a dozen after lunch of a Mon- 


draft the week's programme. The number of edito- 


| pages of company meetings. Nearly a century before, 


pe 





SATURDAY, NOVEMBER 95. 1933. 





тоот in those well-unionised days, but sometimes 


: hence "flat-bed press"—and inked mechanically. 


` call iti2 metres by 0.9, if you must) was imposed on 
the inked type by a contraption like a pneumatic oc- | 


(who were supposed to have time for outside paid - 
day, when contributors and editorial staff joined to - 


rial pages was partly determined by the number of 


No. 4,709. 


mea 








Ninety-plus, and still young 


Roland Bird, now 92, joined The Economist as a journalist in 1933. He retired, as finance | 
| director, in 1978. We asked him to recall those far-off days, when the paper, though over 90 
| H r ! рег 8 i 
| years old, was a small London weekly with a circulation not 1% of what it sells today 


Walter Bagehot, writer on the constitution and the l- 


paper's most famous editor, had justified the impor- 
tance of advertising to sustain an independent press. 
Butcompany meetings were perhapsone of its lower 
forms, often bought to feed a chairman’s vanity or 
sold with a touch of blackmail. The general advertis- 
ing that fills today’s issues passed us by. 


The heirs of Caxton 
Across Fleet Street, past Doctor Johnson’s. house, 
were the printers, Eyre and Spottiswoode, one of the 
few non-university printers of the Bible, which per- 
haps accounted for the dignified, if not quite rev- 
erential, proceedings in the plant. We owed much to 
the composing-room. foreman (or "clicker"), the 
splendid Mr Benney, who quietly took every incom- 
petence and inconsequence from the editorial staff. 
There were occasional complaints about handwrit- 
ing (editorial typewriters were unheard of); Douglas 
Jay was our leading illiterate in this respect (though 
only in this: by 1947 he was.a Labour minister). 
Somehow, late of a Thursday night, pages would 
be passed for press covered with Layton’s extensive 





alterations. One such night provoked a clerihew 
from Graham Hutton, the “foreign editor”, ending 
Would toGod someone could alter 


Sir Walter. | 


Editorial people rarely penetrated to the press 
the Father of the Chapel was indulgent, and then we 
were sharply reminded of Caxton. Sixteen pages of 
type in heavy formes would be laid on a flat bed— 
Then a sheet of paper about 4 feet by 3 feet (all right, 


topus; a roller transferred ink to paper and the octo- 
pus picked up the printed sheet. The process was re- 





peated on the other side, and 32 pages were ready for |. 


binding. A 64-page paper was mercifully the norm, 


and printing our few thousand copies stretched into | 
| 


Friday. Fora time, part of the issue was produced on 


thin airmail paper, which took even longer, 
It was reckoned that rotary-press printing would | 
< begin to pay with a print order of 6,000 or 7,000, and, - 


painfully, the circulation got there. That made possi- 
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ble what were then enormous changes to the paper. 
The ancient Gothic typeface announcing the title of 
the paper, and its catalogue of subtitles—Weeklu 

Commercial Times, etc, etc—had already been 
dropped in January 1934. In 1937, inspired by Hutton, 
the paper introduced an elegant slate-blue cover 
carrying The Economist title in brilliant red, and an 
attractive listing of the contents, in which the money 
market rarely featured. 

These changes, together with Eric Gill's Perpetua 
typeface anda livelier lay-out, were the precursors of 
all that has since been done by successive manage- 
ments and editors to widen the content and win the 
vast readership of today. But they were not well re- 
ceived in high quarters. Our centennial lunch in dre- 
ary, wartime 1943 turned into more of a wake than a 
celebration, with ministers resentful of outspoken 
editorials and the governor of the Bank of England 
still aghast atour apostasy over the money market. 

That the paper was getting out at all was some- 
thing of a miracle. But Donald Tyerman, the deputy 
editor (and editor from 1956 to 1965), and Barbara 
Ward, later to have a vastly distinguished interna- 
tional career as an economist, slaved at the editorial 
content, put the week's issue to bed—and then went 
offtodo the sameat the Sunday Observer. 

By the war's end in 1945, with a bit more paper 
and Geoffrey Crowther back in the editorial chair, 
The Economistentered one of its greatest creative pe- 
riods. Full-time staff were recruited, and a corporate 
editorial feel emerged—not imposed, as some be- 
lieved, by Crowther, but a common flow of thought 
under his lead. He would produce, apparently in- 
stantaneously, 800 words in a minuscule but legible 
script, laying down week after week a range of policy 
unmatched by any other newspaper, and accompa- 
nied often by telling jokes: the economics of Hugh 
Dalton, a post-war Labour chancellor of the exche- 
quer, he called *wind on the national stomach". 

Circulation steadily rose, especially in the Un- 
ited States, and 100,000 began to look achievable. 
And it was, in 1974. A Rolls-Royce had been prom- 
ised—or had it only been hinted at?—to the circula- 
tion manager. Alas, there was no car. But The Econo- 
mist had achieved one side ambition, to overtake a 
once serious rival, the socialist New Statesman. 

The communications revolution is perhaps the 
most significant happening in a lifetime of two wars 
and vast economic and social change. In the early 
19305, there was no airmail; inland telephones were 
rudimentary; and overseas services expensive, unre- 
liable or non-existent. The Economist relied on the 
post to assemble much of its content, and begrudged 
having to find money for cables. Yet there were some 
odd bits of magic even in those years. A tricky piece 
of 700 words went to the printers at 4 o'clock one af- 
ternoon in 1937, with a request for a proof to be 
posted to Highgate, in north London. It arrived by the 
9.30pm delivery that night, was corrected, caught the 
last collection at the Highgate post office at half-past 
midnight, and the printers had a revised galley on the 
desk by 9.30am. You could do it by e-mail today, but 
try asking Royal Mail's letter post to do it... 

Forinformation illiterates, these are hard times. It 
is too late to learn a new language; this piece is being 
typed (badly) on paper. That was a commodity 
strictly controlled in the early 1930s. Webb—Edward 














THE ECON MASCOT тукан кә IIN INAN 





Mafeking of that clan on his birth certificate, plain 
Webb to us journalists—the office manager and cus- 
todian of precious items including paper clips, once 
protested, “You had two sheets of paper yesterday.” 

Today, it seems, paper comes into use only when 
the issue is printed and bound. Ecitorial keyboards 
generate trillions of impulses that are somehow 
brought together as an issue. Then buttons are 
pressed and seven printing plants around the world 
receive an identical issue, together with all its sophis- 
ticated colour pages. How this is done is quite be- 
yond the comprehension of a quill-pen journalist. 
By this miracle The Economist has surmounted the 
old problems of getting there fast by getting there in- 
stantly. One hopes that these streams of signals are 
never hijacked somewhere in the heavens. As for the 
crudities of hot-metal typesetting and letter-press 
printing, all these have long been superseded by 
electronic setting (in which a 1970s managing direc- 
tor, lan Trafford, was a pioneer, and made The Econ- 
omist one too), and by the stunning quality of mod- 
ern offset printing. 


And the future? 

The Economists finances today—all allowance 
made for inflation—would have been unimaginable 
to those working on it in the 1930s. When Layton and 
Bracken called a truce in their late-1920s fight for the 
paper, they had driven the price up to £100,000—less 
than £4m in today’s money. The paper was said in 
the 1930s always to have made a profit; that must 
have been a very small one. More important, its al- 
most metaphysical constitution, with half the voting 
capital, but not control, held by the Financial News 
(and now the Financial Times, into which Bracken 
folded his daily in 1945), has survived ever since, with 
only one hiccup, mercifully long forgotten. 

It can be asked whether that long-lasting format 
will carry The Economist through the new century. 
This old hand offers only two comments. First, that 
its editorial independence, which dates back to that 
truce, is imperative; without it, this would be just an- 
other weekly. Second, that anyone seeking to change 
The Economist's foundations will embark on a la- 
bour of Sisyphus. 

It has been a great joy to have put twopenny- 
worth into the early and middle 
stages of The Economist's ex- 
traordinary growth from a tid- 
dler to a world giant. There are 
few international newspapers, 
and why this one should have 
triumphed out of London 
rather than some other centre 
of thought is a question. To one 
who was there in the 1930s—or 
indeed the 1970s—it is prosper- 
ous beyond belief, but shows not the slightest sign of 
getting fat and lazy. Here's to sales of a million (with a 
private jet for the circulation director?), and good 
health to all the enterprises that now form The Econ- 
omist Group. In those days, "group" meant just a 
handful of people. ш 


(Whose many successors, add the several who han- 
dled this article, do not forget that each generation 
stands on the shoulders of those who came before.) 
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BUSINESS 


Raise a glass, at last 


NEW YORK 


With the Seagram auction behind it, the spirits industry looks healthier. фан a 
ü Seagram" slong tail of tiny brandsis of le 
terest and will be managed by Diageo 


it has done for years 


HE booze business has plenty to toast. 

Not only is growth in the spirits industry 
picking up again from the doldrums of the 
mid-1990s, buoyed by an ageing population 
and a growing preference for expensive 
brands over cheap ones. After more than six 
months, the long-awaited sale of Seagram's 
bulging drinks portfolio, with its 250-odd 
wine and spirits brands, such as Chivas Re- 
gal whisky, Captain Morgan rum and Mar- 
tell cognac, has finally been resolved. 

Not surprisingly, given the chaotic auc- 
tion process, the final outcome is messy. Os- 
tensibly, Vivendi Universal, Seagram's new 
owner, will collect $8.15 billion from a con- 
sortium owned roughly 60% by Britain's 
Diageo, the world's biggest alcoholic-drinks 
company, and 40% by France's Pernod-Ri- 
card. Together, these two narrowly beat a 
joint bid from Bacardi and Brown-Forman, 
which owns Jack Daniel's whiskey. 

Thatis not quite theend of the story. The 
7 грпсе could be cut by $18 billion if a contro- 
versial side deal between Allied Domecq, 
the industry's number two, and the Puerto 
Rican distillers of Captain Morgan holds up 
in court. Meanwhile, Vin & Sprit, the Swed- 
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ish maker of Absolut vodka, another brand 
for which Seagram thought it held valuable 
distribution rights, has reclaimed these to 
sell off separately. And, to cap it all, Allied 


Domecq recently bought the Mumm and - 


Perrier-Jouét champagne businesses as well 
as distribution rights to Stolichnaya vodka, 
the world’s biggest-selling white spirit. That 
prompted it to quit the Seagram auction 
without even poring over its books. 

Happily, the outcome of this fiendishly 
complicated game should be positive for the 
industry. That is because the spirits market 
could do with some consolidation. The top 
three producers control only 37% of the 
world market for “western-branded” spirits. 
By contrast, the world's three biggest brew- 
ers hold 4496 of their market, and the top 
three soft-drinks companies have as much 
as four-fifths of theirs. 

Yet while there has been a rush of merg- 
ers in the brewing industry, spirit makers 
have been waiting in vain for another big 
deal to follow the $39 billion merger in 1997 
of Guinness and Grand Metropolitan to 
form Diageo. Until now, the most exciting 
combination had been Rémy Cointreau's 


хо impose more stable pricing, stamping o 


“that has marred the industry's. growt 
~ much of the past decade. In Britain, 


mundane puikas of Bols, aliqueur mal 
The carve-up of Seagram, by contra 
makea difference, raising the top 
share of spiritsales to 42% (see ch 
All three can expect toreapeconomieso! 


scale from pushing more bottles through 
"their existing distribution networks. A fuller 


kit of brands should also help them to win 


contracts with wholesalers and shelf space 


in supermarkets, pushing rival products out. 
Thisis increasingly important, argues Хауіе 
Croquez of Exane, a French stockbroker. He 


- cites Jack Daniel's, whichis being “slowly. 
_phyxiated” in Europe because Bro 


Forman'snarrow productrange me 
todepend on rivals todistribute the w. 
Fewer, stronger firms should also bea 





the cut-throat discounting and prom 


ample, Diageo—with the leading vodka. 
tequila, whisky and liqueur—has beet 
toraise prices by 2.5-3.5% this year." 


; ле ш, in 


Pernod until they can be sold off. | 
‚ This расы оп big brands i is not su 


and generate three-quarters of its profit 

a result; they benefit from a similas 

tion of its marketing spend. -. 
TheSeagramepisode also sug 

ever, that there i is more "hano one 


Allied Domecq, snuck around d 
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the brands that Seagram distributed. Admit- 
tedly, the success of its strategy will depend 
on whether Allied Domecqcan win owner- 
ship of Captain Morgan. But its chief execu- 
tive, Philip Bowman, argues persuasively 
that it has spared him the need to take on a 
long tail of second-rate brands (Allied's own 
tail is long enough) and a difficult integra- 
tion, when all he ever really wanted was a 
rum and a vodka. 
But if all of the big companies portray 
themselves as winners, where are the losers? 
. They are tobe found in theindustry'ssecond 
tier. With market shares of between 3% and 
5%, Jim Beam (owned by America’s Fortune 
Brands), Brown-Forman, Japan's Suntory 
and Rémy of France will come under in- 
“creasing pressure to bulk up or sell out. 
cn Although more mergers are certainly 
| (;possible-—-and. some smaller groups will 
surely run into the open arms of Allied Do- 
(C mecq--they will notbeeasy to pull off, given 
ас some of the smaller firms are part of 
о conglomerates, while others are family- 
owned or heavily indebted. One alternative 
is joint ventures in distribution, such as the 
‘successful arrangement between Rémy, Jim 
Beam and Scotland's Highland Distilleries. 
But even these involve management chal- 
lenges, such as working out which brands to 
emphasise. While the victors of the Seagram 
auction will be popping the champagne this 
Christmas, it is their smaller rivals that will 
really needa drink. 




















oP Tokyo 


IRED of watching Japan’s technology 

revolution from the sidelines, the 
country’s corporate dinosaurs are lumber- 
ing into action. In January;a bunch of blue- 
chips led by Mitsubishi Estate, the coun- 
trys second-largest property company, 
will set up a support group to lure lively 
start-ups into the heart of Marunouchi, To- 
kyo's most prestigious--and stufhest— 
business district. 

The concept of support networks is not 
new, even for Japan’s fledgling venture- 
capital market. The most prominent at- 
tempt so far to put investors from around 
the world in touch with young entrepre- 
2 neurs was called “Bit Valley"—aftera bigh- 
| tech: comer of Shibuya, Tokyo's fashion- 

абе youth district, and Japan's answer to 


February, held in a smart nightclub, at- 
tracted 2,000 noisy networkers. Thisenthu- 
siasm fizzled out after the stockmarket 
plunged and red-faced bankers were left 
witha pile of limp public offerings. 

The new ешр also. intended to bring 











| Japan’ 5 buttoned-up backers 


Silicon Valley. A meeting of Bit Valley in- 


Robots as consumer goods 







Dr Doi's useless inventions 


TORYO 


Japanese robots are advancing out of the factory and into the home 


URING his 36 years at Sony, Toshi Doi 

did not exactly waste his time: among 
other things, he found time to invent the 
compact disc. Yet even the keenest admirers 
of his recent work, in robotics, must be won- 
dering whether Dr Doi’s circuitry mighthave 
begun to malfunction lately. “This mach- 
ine", he says, pointing to a champagne-col- 
oured lion cub that is the fruit of six years of 
costly and painstaking research and de- 
velopment, “is completely useless." 

As it happens, uselessness is selling well 
this Christmas, Dr Doi’s lion cub, an "enter- 
tainment robot” called Aibo, has only just 
hit the shops. Yet Sony has already sold more 
than 45,000 cubs, surpassing the entire pro- 
duction run of first-generation Aibos, which 
took the shape of cute-looking dogs. For 
those who cannot afford Aibo's $1,500 price 
tag, toy shops have been filling their shelves 
with no end of cheap derivatives: assorted 
dogs, a nervous hamster called Cookie, 
Wuvluvs (an unpleasant-looking furry ani- 
mal that lays eggs) and Wonderborg (an in- 
credibly slow cockroach). Another Christ- 
mas fad, destined to gather dust in the 
cupboard like all those wretched Furby 
dolls? On the contrary, says Dr Doi. Enter- 


tainment robots will be a big industry—big- 
ger even than personal computers in ten to 
30 years’ time, he predicts. 

Robots are already all over Japan. More 
than half of the world’s 750,000 industrial 
robots can be found in Japanese factories, 
welding cars, assembling consumer-elec- 
tronics gadgets. and, obligingly, building 
other robots. Until recently, however, their 
use in the home and office was strictly con- 
fined to the comic books, films and televi- 
sion shows that have made robots so central 
to Japanese pop culture. 

Now, technology is bringing these fanta- 
sies to life. With a wireless connection and 
software-development kit, Aibo can be pro- 
grammed to perform specific movements 
and sounds from а: personal computer. 
Along with Aibo, Dr Doi has invented the 
SpR-3X,asmallhumanoid robot that, for the 
price of a family car, will dance for you, bend 
over backwards or even balance on one leg. 
Both Aiboand the spr-3x are part of a wider 
project by Sony tocreate open software stan- 
dards. “Our target is to raise up a robot soft- 
ware industry,” says Dr Doi. 

Honda, another company besotted with 
robot technology, plans to put its two-legged 





together start-ups and would-be inves- 
tors, has been dubbed “Marunouchi Bit 
Valley”. Start-ups will be encouraged to 
move to the district, where Mitsubishi Es- 
tate, which owns large chunks of the area, 
is shrewdly offering them office space at 
discounted rates. The putative investors, 
including Tokio Marine and Fire, Japan’s 
largest non-life insurer, мтт DoCoMo, а 
giant mobile operator, and J.P. Morgan, an 
American investment bank, are offering to 
lend their clout-and money—to new- 
comers. whose business plans they like. 
Other perks include access to cheap legal 
and management advice from the best 
namesin town. 

Even though Marunouchi Bit. Valley's 
approach may inspire confidence among 
investors, it runs the danger of becoming a 
little too staid. Its pre-launch gathering in 
November was memorable for its stark 
contrast with the original. Instead. of 
booming disco music, mirrored balls and 
youths in sneakers and jeans, the event 
was held at an upmarket Internet café, 








(oen | 





where dark-suited businessmen ate cana- 
pés to the music of a string quartet (even 
this seemed alittle too much foroneexecu- 
tive, who complained that the music was 
tooloud). 

Nonetheless, the. group's: attempts 
might breathenew life into Japan’s flagging 
start-up culture. It should also help to jack 
up property prices in Marunouchi, which 
remain in a slump. No doubt such consid- 
erations were far from the minds of execu- 
tives. at Mitsubishi Estate when they 
launched the venture... 


| 
| 
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robots to serious work. It envisages a future 
for Asimo—a spaceman-like robot unveiled 
in November that can walk up stairs or do a 
sprightly 1.6km per hour on the flat—as а 
white-collar office worker or a nursing-care 
assistant for the elderly. Japanese press re- 
ports suggest Honda thinksit could sell up to 
100 Asimos next year, each costing $100,000. 
Honda will not comment. 

Walking on two legs may feel easy, but it 
requires real precision. It took Dr Doi three 
years to teach the spR-3x to walk properly, a 
feat that was accomplished much as hu- 
mans do it, by trial and error. Asimo's ad- 
vanced “i-walk” technology is the culmina- 
tion of 14 years of research, and many 
lumbering prototypes. One problem has 
been the creation of ample power without 
bulk. Asimo's predecessor, the 16m tall, 
130kg P3, would have squashed granny flat 
hadittripped over thecat with the food tray. 

Asimo weighs in at a less bruising 43kg, 
but it is still horribly expensive to make. That 
is because two-legged walking requires ex- 
tremely high-precision actuators—the com- 
bination of motors and gears that serve as a 
robots muscles. Without this precision, 
small errors at the bottom of the leg cascade 
up through the joints into destabilisingly big 
onesatthe top. Four-legged robots can get by 
with much jerkier movements. The Aibo 
lion cub's more impressive achievements are 
all in the head. It expresses six emotions: joy, 
surprise, anger, sadness, fear and dislike. 
Thanks to the almost infinite possible com- 
bination of emotions and sensory inputs (in- 
cluding audio, visual, temperature, infra- 
red, touch and vibration), processed by a 64- 
bit chip more than 1,000 times per second, 
Aibo's behaviour is unpredictable. 

It may yet be too early to write off the 
desktop computer, but walking computers 
such as Aibo have their advantages, appar- 
ently. Dr Doi says humans relate well to 
them: his postbag is full of touching letters 





Don’t patronise me, human 
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from people describing how their Aibo has 
helped to heal a pain, enrich their lives or 
make conversation between family mem- 
bers run more smoothly. One local educa- 
tion board has been using Aibos in classes 
for children who refuse to go to school be- 
cause they have trouble communicating. 





BUSINESS 


Most startling of all, perhaps, is the age of 
Sony’s customers. In Japan—which accounts 
for about 90% of sales so far—most Aibo 
owners are in their 50s or 60s, a generation 
that has all but given up trying to pro- 
gramme the video recorder. Make him use- 
ful, and Aibo might win over the world. 
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Online retailing 


Shame about the statistics 


NEW YORK 


VERY retailer's health is 

measured by its Christ- 
mas sales, but for online 
stores 'tis the season for 
sheer survival. Facing slim 
prospects of raising more 
money before they reach 
profitability, e-tailers des- 
perately need to prove 
themselves this year. Any- 
thing short of hypergrowth 
will be punished, as eToys 
proved when it gave a 
warning of flat year-on- 
year sales and saw its share 
price drop by 70% on December 18th. With 
markets on a hair-trigger, indicators of how 
the season is going are crucial. 

What a shame, then, that most of the in- 
dicators are so perplexing. There is no short- 
age of numbers out there—nearly a dozen 
market-research firms and America's De- 
partment of Commerce release figures, often 
weekly—but making sense of them is tough. 
For starters, the leading firms disagree on 
whether sales are booming or not: recently 
Nielsen/NetRating trumpeted numbers 
showing record growth “with no sign of 
slowing down”, while a study by Goldman 
Sachs, an investment bank, raised concerns 
about slowing growth. With e-tailing’s his- 
tory so short, there is no agreement on what 
normal growth should be: predictions vary 
from 20% to 150%. 

Worse, the numbers themselves are 
open to interpretation. Most research firms 
track not sales, but traffic—more than 98% of 
which is window shopping rather than 
spending. The few that track sales do so 
through customer surveys, not retailer re- 
ports. As for the retailers themselves, aside 
from occasional hand-wringing by strug- 
gling firms such as eToys, all that market 
trackers have to go on is Amazon's “Delight- 
o-meter", which lists the number of items 
sold, but not, sadly, their nature or price. 

The figures from even the best of the in- 
dependent market-watchers can be mis- 
leading. BizRate, for instance, has deals with 
more than 2,000 online retailers to place a 
link to the firms’ checkout pages, which al- 
lows it to track the number of sales at these 
merchants in real time (and later, once cus- 
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tomers nave filled out a sur- 
vey, the dollar amount). 
BizRate’s numbers reveal 
that online rc sales make 
up nezrly half the total, 
thanks to their high unit 
price. In 2000, consumer РС 
sales have wilted, dispro- 
portionately depressing e- 
tail figures. Take pcs out of 
the mix and the 45% year- 
on-year sales growth Biz- 
Rate measured for a recent 
week becomes a rather 
cheerier 53%. 

Even that, however. is less than the 80- 
100% growth many had expected. Sois it time 
to panic? Not necessarily. Year-on-year 
comparisons are complicated by the evolv- 
ing e-tail business itself. In 1999 there was a 
narrow peak in the second week of Decem- 
ber, but in 2000 the peak is broader and later 
(see chart). Memories of late deliveries in 
1999 caused some consumers to order earlier, 
while others are taking advantage of e-tail- 
ers’ improved logistics systems that allow or- 
ders as late as December 22nd tobe delivered 
by Christmas. The result distorts year-on- 
year comparisons; one week will lag expec- 
tations while another exceeds them. 

By the end of December, however, all 
this should be much clearer as aggregate 
holiday figures replace moving averages. 
Then the most telling figure may not be 
growth rates but overall holiday sales: an es- 
timated $6 billion-10 billion. Compared to 
1999 that may be impressive, but it is still less 
than the money that will flow through the 
tills of Wal-Mart alone. 
ik 





German business 


Down to earth 


FRANKFURT 


ORE than anywhere else in Europe, 
Germany has seen a clatter of falling 
stars in the past few months. As Germans’ 
interest in shares matures, quite a few peo- 
ple who personified a new business style 
have seen their shares pounded. Most are 
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weightless wonders on the Neuer Markt, - 


-Frankfurt’s market for growth stocks, where 

“prices have fallen by two-thirds since March. 

-Thomas Haffa, founder of em.tv, a media 
company, has. had perhaps the biggest 
bump. Feted early in the year, when his firm 
was buying the Jim Henson Company, crea- 
tor of the Muppets, and half of Formula One, 
Mr Haffais nowan investor's nightmare. Ac- 
counting errors, a profit warning that sliced 
9095 from expected earnings in 2000 and a 
fire sale of assets in November have made 

"sure of that: em.rv shares are worth 6% of 
their February peak. 

But other reputations have also been 
dulled. Not long ago, DaimlerChrysler's Jür- 
gen Schrempp and Deutsche Telekom's Ron 
Sommer were both corporate heroes. In 
2000, they have spent more time defending 
themselves than gathering plaudits. Chrys- 
‘ler has been bleeding red ink, and the share 


' "prices of both Telekom and its Internet sub- 


sidiary, T-Online, have wilted. 
Nor have the mid-sized firms that are 
supposed to form the German economy's 
"backbone done much better. For instance 


(5 Sixt acar-rental company quoted оп Frank- 


. furf's MDAX index (one rung down from the 
blue-chip pax), eagerly embraced the In- 


/ ternet and became a darling of the financial 
coc press. But it has-seen its share price fall by 


г halfin the past year, thanks to poor results in 
1999. WCM; a buccaneering property and in- 
г vestment firm with no strong ties to the In- 
| ternet, has shed a similar amount, 
„In most cases, it is clear why the stars 
3 have fallen: poorer performance than ex- 
ı pected. A few, though, are harder to fathom. 
Take the worst performer in the mpax in the 


"i; past year: Kamps, a bakery chain. The com- 


| pany’schairman and chief executive, Heiner 
` Kamps, has been lauded as. one of a new 
breed. In a country where bread is a serious 
business, made in myriad regional varieties 
by local bakeries, some resent the way Mr 
Kamps, who opened his first shop in Düssel- 


2 dorf in 1982, has swallowed one small rival 


after another. A few sneered when Kamps 
: merged with Wendeln, the country’s biggest 
“industrial” baker (ie; supplier of supermar- 
kets) at the end of last year. Others, though, 
admire him for finding а way to make 
money froma stodgy industry. One German 
‘business magazine treated its readers to a 
two-page tour of the 45-year-old's flat. 
Acquisitions have {штей Kamps into 
not only Germany's biggest baker, but Eu- 
rope's. Already a leader in the Netherlands, it 
added a big slice of the French, Spanish and 
Italian markets when it bought 49% of 
Harry’s, a French firm, in july. Mr Kamps ar- 
gues that nobody else in: Europe's frag- 
mented baking industry could repeat his 
strategy: although his firm accounts for only 
a fraction of the market, it is four times the 
size ofthe next biggest 
Having seta cracking pace, Kamps is still 
on a roll: profits and sales were on course in 





MOSCOW 


T IS the largest company in Russia and 

should be one of the most valuable en- 
ergy groups in the world. But Gazprom, 
which has gas reserves worth $40 billion 
and a market capitalisation of just $6 bil- 
lion, seems determined to keep its fi- 
nances murky, outside investors away, 
and its share price down. 

At its board meeting on December 
16th, the company again refused to ex- 
plain to its minority shareholders why so 
much of its revenues and assets is si- 
phoned off to an obscure Florida-based 
business called Itera. It did say that Itera, 
which handles most of Gazprom's lucra- 
tive gas export sales, owed it around 
$5оот and would start paying it back in 
2001. The impenetrability of Itera’s fi- 
nances and ownership has led some cyn- 
ics to surmise that its beneficial owners 
may be connected in some way to Gaz- 
prom's top management. 

Although Gazprom insists that Itera 
earns every penny through its expertise in 
gas brokerage, many aspects of the two 
firms relationship defy easy explanation. 
For example, Gazprom is itself awash 
with cash. But it handed over valuable gas 
fields to Itera on the ground that the other 
company has the financial clout to de- 
velop them—and then put up $472m in 
guarantees to cover Itera's investments. 

Gazprom's top managers also remain 
uncompromising on other issues, such as 
the lack of proper investment planning, 
and the amount of money spent on pe- 








` Gassing away at Gazprom 


ripheral activities. The company, for ex- 
ample, owns a chain of rarely used luxury 
guesthouses throughout Russia, even in 
cities where hotel accommodation is per- 
fectly adequate. At a huge block of opu- 
lentcompany flats opposite its headquar- 
ters, the car-park floors are scrubbed 
clean every day, and the gardens repeat- 
edlylandscaped:The latest board meeting | 
agreed to buy a yacht club in Astrakhan. 

` Preferring to silence their critics rather 
than answer them, Gazprom's managers 
have suggested changing the rules of 
board meetings to stop directors telling 
outsiders what happens. there. That | 
brought instantcriticism from Boris Fedo- 
тоу, a former finance minister tumed fi- 
duciary gadfly, who sits on the board. He 
pointed out that, under Russian law, ev- 
ery shareholder has the right to- this in- 
formation. Oddly, Gazprom's largest out- 
side shareholder, Ruhrgas of. Germany, 
strongly supported the move to keep the 
board’s doings private. 

The most depressing sign of all is the 
lack of interest from the government. Of 
the five state representatives on Gaz~ © 
prom's board, two left the meeting early 
and one failed totum up at all. None inter- 
vened strongly on issues such as Itera. Op- 
timists believe that Gazprom's gover- 
nance might start to improve when its 
present boss, Rem Vyakhirev, retires in 
May. Others suspect that, so long as ће | 
money is flowing to the right places, the 
Kremlin will have little appetite for a fight. 
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the first nine months of the year. Turnover is 
expected to be around DM3.2 billion ($1.5 bil- 
lion) in 2000, up from only DM438m in 1998. 
Profit before interest and tax, at DM220m, 
should be ten times the 1998 figure. 

And yet, having shot up to €44.25 
($43.37) in February, Kamps shares are now 
looking decidedly stale (see chart). One rea- 











son may be Mr Kamps's star status, which 
was once a big help. Some of the most recent 
bout of selling, says Jadwiga Bobrowska of 
Wests Panmure, an investment bank, was 
based on a “totally illogical” comparison be- 
tween Kamps and EM.rv. Both grew by ac- 
quisition; both have flamboyant bosses; 
both have a fair bit of debt (DM1.3 billion at 
Kamps, more than DM2 billion at EM.Tv); 
and both have to complete unfinished pur- 
chases (Harry’s for Kamps, Formula One for 
EM.TV). But whereas EM.TV got into serious 
trouble and is being investigated by regula- 
tory authorities, Kamps isin good shape. 

Another reason may be disappointment 
that Mr Kamps's acquisitions spree is over— 
although the company thinks that organic 
growth will become more important. A deal 
tosell wares in petrol stations under Kamps's 
“Bakerstreet” brand has also taken longer 
than expected to set up. In pushing the price 
above €40, investors may have got carried 
away. Still; Karnps’s Internet-style toasting 
alsolooksoverdone. 

э. т. 
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OBODY likes being called two-faced, 

but Sir Richard Evans, boss of Bar Sys- 
tems (formerly British Aerospace) has to live 
with it. His European partners often suspect 
him of leaning towards their rivals in Amer- 
ica, while the Americans, for their part, do 
not much like foreign firms acting as the lead 
company on big defence contracts. 

Sir Richard is determined to face both 
ways. Since he finalised two deals in Novem- 
ber to buy parts of Lockheed Martin, sae has 
become the world's largest defence group, if 

ranked by defence sales alone (see chart), 
though Boeing outranks it if defence and 
aerospace sales are combined. This scale has 
come largely from expansion in America: 
5 | ВАЕ now sells more to the American govern- 
|: ment than to the British and makes wing 
|. parts for most Boeing airliners. Sir Richard thus finds himself 
|. chairman of a company that seems to become less European and 
- more American by the day. Yet it also owns 20% of Airbus, the epit- 
е of Eutopean co-operation, апа it makes the wings for every 
‘Airbus. 
50. Dealing with Europe and America simultaneously should be 
~ Second nature to Sir Richard. He has spent his entire career within 
| Britain's defence aerospace establishment, and he made his name 
by his handling of sAr's hugely profitable “Al Yamamah” con- 
tract, under which the company not only supplies Saudi Arabia 
- with fighter aircraft but virtually runs its air force. This calls for im- 
- mense reserves of patience and tact. These are not immediately 
ıı obvious in Sir Richard, who hails from England's straight-speak- 
;- ingnorth. But Sir Richard also has a reputation for deviousness, ex- 
emplified by his ability to see off no fewer than three chairmen 
who tried to oust him as chief executive in the past ten years, be- 
fore he himself took the top job. 
The best example of Sir Richard's guile is the transaction that 
really thrust sae into the big league: its acquisition two years ago of 
| the defence electronics side of Britain's Gec-Marconi. While his 

^p: managing director, John Weston, was trying to put together а 
merger of BAE with pasa, the aerospace division of Daimler- 
Chrysler, Sir Richard turned to a former 








Sir Janus 


Sir Richard Evans, chairman of BAE Systems, is an aerospace boss destined to face 
two ways as his company grows outside Europe 


holds in it becomes a one-fifth share in Air- 
bus Integrated Company, with EAps owning 
the rest. The sae plants that make the wings 
will soon belong to the new Airbus company, 
leaving BAE with no more than a financial in- 
vestment. Interestingly, it has held on to the 
intellectual property tights involved in wing 
making. No wonder there is speculation that 
BAE may one day sell its stake. 

Yet it is likely to wait for some time, not 
least because Airbus is betting the farm on its 
super-jumbo. A recent deal with Virgin At- 
lantic brought the number of initial orders 
up toà respectable 50, and the new aircraft 
was formally launched this week. If the $10.7 
billion investment meets expectations (sales 
of around 800 aircraft over 20 years), it could 
enhance the value of Airbus asit breaks Boe- 
ings monopoly at the top end of the airliner market. Sir Richard 
wants a part of that value to come to his own shareholders. 

Ultimately, the Americans may determine вле? future. In the 
old days American companies would offer foreign com petitors 
only local sub-contracts, known as “offset”. No longer: companies 
such as Raytheon and Lockheed Martin now know that they must 
get along with European partners if they are to expand. So the 
scene is set for more transatlantic defence-industry co-operation. 
Ironically, the creation of raps makes this more likely, because 
there are now two competing European giants, EADS and вАЕ, 
rather than one regional champion. 

Were Bae to sell its Airbus stake to zaps, this would remove a 
conflict of interest with Airbus's transatlantic rival. BAE is cosying 
upto Boeing through a growing number of joint ventures. Sir Rich- 
ard denies that any “big bang" merger isin the offing. That is hardly 
surprising: the Pentagon has told both firms that it would tolerate 
closer ties but no full merger. But that does not mean that the two 
companies cannot increasingly intertwine: Phil Condit, Boeing’s 
chairman, has boasted that the two work together very well on an 
assortment of joint military projects, from the European Meteor 
missile programme to the longstanding Harrier jump-jet, and now 
the American Joint Strike fighter, which isset to become the biggest 
defence order ever. 





colleague, Lord Simpson, who was re- 
shaping GEC and was anxious to sell its 
defence. business. As the German deal 
stalled, Sir Richard moved quickly to tie 
up an alternative all-British deal with 
GEC. Furious, the Germans promptly 
merged with France's Aerospatiale Matra 
to form gaps: It was Mr Weston, perhaps 
unfairly, who took the full force of the 
Teutonic rage; ever since, his relationship 
with Sir Richard is rumoured tohave been 
rocky. 


Airbus takes wing 

The evolution of Airbus is bringing Sir 
Richard's: transatlantic: dilemma to a 
head. As Airbus turns from a consortium 
into a subsidiary of sans, the stake BAE 











For the time being, Bag faces in twodi- 
rections. On top of its investment in Air- 
bus, it-has a series of joint ventures with 
EADS. Yet itis also being wooed by Boeing, 
Where. does this ай епа? The most likely 
scenario, in about five years’ time, is the 
formation of two transatlantic defence 
pairings: Boeing would not. formally 
merge with BAE, but the two companies 
would poola large part of their business 
in joint ventures. Meanwhile, Lockheed 
Martin could. become the American 
friend of caps. This could lead to genuine 
competition in- defence contracts; rather 
than the cossetted regional champions of 
the past. So Europe, for once, could con- 





ceivably benefit from the two-facedness 
of the British. 
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i т to Graduate Programme 
cin Semester T, 2001 - 2002 
(commencing July/August 2001) 


The curriculum will cater to those with or without previous training in 
undergraduate programmes in International Studies. 


modules of 


(0) ғ 
(0 s 


Duration 

The minimum period of « months. С 

months of part-time study, The maximum, period of candidature i is ;36 months 
of full-time study or 48 months of part- -time gnis inclusive of Pun eave 
of absence and medical leave, d 


For enquiries on academic matters only, p lease forward them by email to 


isphoxl@nus.edu.sy 


Application Procedure. 
Application materials (wich include the appli cation form and information. on 
met address: 





For application materials to be forwarded to you by post, please send a 
self-addressed A4-size envelope (with the name of the course indicated at 
the bottom left-hand corner) to the address given below: 


Graduate Division 
Dean's Office 
Faculty of Arts and Social Sciences 
National University of Singapore 
The Shaw Foundation Building 
Block A87, Level 6, 5 Arts Link 
Singapore 117570 


The closing date is Wednesday, 31 January 2001, 





| $ | N C E 1978, our faculty of. 
|. policymakers and opinion leaders _ 

- has helped business executives | 
. understand how Washington 
"works. Regulation, trade, fiscal - 

. policy, monetary policy, corporate 
.. advocacy = биг seminars. zero i 
гоп ће topics most relevant to. 

` business. If your company i 


1625 Massachusetts Avenue NW, Suite 250 


































































`. Business and the Public 
Policy Process: How - 
"Washington Works . 
dune TIA 
< & October 1-4, 2001 
- Washington, DC 


operates or sells in the United - 
States...If you contribute to 
corporate strategy.. Ifyou par 
ticipate in a grassroots program | 
or PAC, you NEED TO KNOW. 


www.washcampus.edu 


Washington, DC 20036 


The Washington Campus is a consortium af 17 1.8. graduate 
schools of business; ILoperates s à Silicis niotfor-protit 
non partisan educational organization. 





Our clients find value in our 
foresight, not our hindsight. 





Despite the markets’ roller coaster ride, quality 
could be found in 2000 and we helped our 
. Clients capture it 





By focusing on what's possible, our clients get 
` to see beyond common knowledge, numbers 
and hyperbole to uncommon value. An 
acquisition? A limited offering? Perhaps a merger 
“with a.serious competitor? It's all in how you 
look at the world. 








From Deutsche Bank's global platform, Pen 

n their business, and © 
the financial n resources and industry insights to 
address any challenge, anywhere. 





Global insights, where and when you need 
them ~ another reason why Deutsche Bank is 
leading to results. 


GLOBAL INSIGHTS 
leading to results” 


Deutsche Bank VA 










































FINANCE AND ECONOMICS 


: On the other hand, the 
S looki n Q D ea tral Bank (scs) is expected 
rates steady at 4.75%. There 
that it may raise rates again. 
inflation in the euro area rose 
year high; core inflation ( 
costs) held: steady at 1695. 
- both lower than in the United St. 
After two years 5 of high-flying defiance, the dollar has started to wobble ` есв is more hawkish than the 
inflation target of 2% or less. The botto 
markets. Its rise in recent years has been айх; The gap between interest rates 1 
-ven by much stronger growth than had Бееп and Europei is likely tonamow. - 
expected, which attracted large inflows of | 
foreign capital—especially from Europe... A gapingi hole . 
Growth differentials, however, are now . America's current-account deficit mad 
; shifting i in the euro's favour. In the third | record 4.5%of cpp in the third quarter of thi: 
curate this time? ‘quarter of 2000, Americas сор growth ^ year. Since the mid-1990s, however, 
At least one of them is likely to be. slowed toan annual rate of 2.4%, slightlyless — creaseininflowsofforeign directinve 
right—ifonly becauseoftheenormousrange ап the 2.8% in the euro area. Goldman. and equity purchases—lured by expe 
of forecasts for December 2001. The euro Sachs reckons that the American economy tions of high returns—has been more than 
could by then be worth $0.85, according to . will grow by only 2.5% in 2001, while growth .. enough to finance this deficit, As a result, the 









T THE start of both 1999 and 2000, midst ; 
currency forecasters predicted that the 
виго would rise against the dollar. In prac- < 
tice, the opposite happened and the euro 
stumbled. So, for 2001, should one just toss a 

coin, or will the currency tipsters bemore ac- 















Salomon Smith Barney, slightly below its... ^ . country now has net foreign liabilities: 
current rate of $0.89. Alternatively, if you vee | тоге than $2 trillion: around $20,000 for e 
believe Goldman Sachs, the euro will be. ES С AM! | WEIGHT ROOM ‘ery. American. household. Th 


worth $1.22 by the end of next year: Th 
range of almost 44% is abnormall 
wide, reflecting even greater uncer. 
tainty than usual about what i is 
driving currencies. : 
Traditional forecasting 
models have been little use of 


" Шш т makes the dollar highly vulne 


late. According to the text- E actually outperformed 
book, currencies with higher ` in local-currency terms; 
inflation rates and large (and ` the risingdollar that gave , | 
growing)current-account defi- WY assets the edge overall. There al 
cits are supposed to fall. But 9 E а ready evidence that mergers 
somebody forgot to tell the dollar. Ng i acquisitions by European com 
Since mid-1995 its trade-weighted nies in America are starting to 
value against a basket of some 50 B À = cine. If foreigners’ willingness t 
currencies has risen by about А B hold an increasing stock of. dolla 
one-third. J.P. Morgan says \\ ; . assets should fade, it could lead to. 
that, in real trade-weighted Ù л. sharp correction їп. both financi 
terms (ie, adjusted for infla- : "asset prices and the dollar itself. 
tion differentials), the dollar is N S ; e ; Takingthe average prediction 
atits highest since 1985. Масс ТРЕНЕРА i o six American and Euro- 
The currency is not quite so ' p > | [= pean banks, the euro 


overvalued today as it was 
then, but many forecasters vith 
are convinced that it is now more modestly, to 2.9%. If so, . year's time (see table overleaf). The уеп а 
past its peak, and that the it will be the first full year in the pound are also tipped to gain against th 
euro will rebound in 2001. Already the ешо which Europe's growth has outpaced Amer- i ’ 
has regained 8% against the dollar since it hit іса? since 1991. 
alow in October. This week it briefly topped At its policy meeting this week, the Fed Ser alê a jump of more than ne 
$0.90 for the first time in three months, be- left interest rates unchanged (at 6.5%), but third from the currency's current leve 
fore dipping back. In contrast, the dollar has signalled that it has abandoned its bias to- which would leave it stronger than | 
gained against the yen in recent weeks, hit- ward tightening economic policy. It how be- its birth in January 1999. | 
.tinga16-month high after the Bank of Japan — lievesthatthe risk of “economic weakness in Incontrast to the euro, the strength of 
admitted that the Japanese economy is re- the foreseeable future” is greater than the — yenuntil recently seemed to pose some 
covering more slowly than expected. risk of inflation. In other words, the next of a puzzle, for the Japanese econom 
Те dollar's fate over the next year will move in interest rates will probably be ailing. Yet, although domestic dem 
depend largely on America’s rate of growth downwards, The market is expecting the Fed weak, realinterest rates remain high b 
relative to other economies, and on equity to start cutting rates at the end of January. prices are falling. A tight monetary. policy. 








in the euro area will slow 
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and a loose fiscal policy are the ingredierits 
for a strong currency, just as America's fiscal 
profligacy pushed up the dollar in the early 
. 1980s. However, the Bank of Japan will be 
loth to allow the yen to strengthen by much 
more. That would choke off exports and risk 
tipping the economy back into recession. If 
ће yen moves towards ¥100 to the dollar, 
_ expect the central bank to intervene in the 
` foreign-exchange markets. 
| There are forecasters who reject the pic- 
. ture of a steady rise in the euro against the 
dollar. They argue that America's long-term 
structural rate of growth remains higher 
than that in the euro area. Although the euro 
may briefly rise in the short-term, they be- 
lieve it will then fall again as the American 
economy bounces back. It is true that there is 
still no evidence that Europe's productivity 
_. growth has been boosted as it hasin Amer- 
жа, but exactly how much of America's pro- 
ductivity gain is structural rather than cycli- 
са! has yet to be tested. As the economy 
.. Slows, the markets are likely to trim their es- 
~-timates of sustainable growth in both pro- 
_ ductivity and profits. 
: A modest slide in the dollar would bring 
|. some benefits. Forone thing, it would help to 
_ reduce America's current-account deficit. It 
. would also help to silence American car 
. makers who have seen their profits 
` squeezed by the. strong dollar and. who 
2 might otherwise lobby for new import barri- 
_ ers. A cheaper dollar would also give a lift to 
. those emerging economies (from Argentina 
хо China) that tie their currencies to it, by 
. making their exports more competitive. 
` However,a sharp fall in the dollar would 
be awkward for the Fed. Not only has the 
^: currency’s strength helped to hold down 
American inflation, but a collapse would 
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make it harder for the Fed to slash interest 
rates if the economy were to slow more 
sharply than expected. In this way, the de- 
sired "soft landing" could easily be turned 
into a hard one, in which the dollar, share 
prices and output all tumble downwards in 
a vicious spiral. 

After the euro's embarrassing debut, the 
ECB would applaud a recovery of the single 
European currency, which it has long be- 
lieved to be undervalued. A modest rise 
would help to hold down inflation and so re- 
duce the need to raise interest rates. But the 
есв'ѕ delight would be short-lived if theeuro 
were to surge just as the American economy 
was being jolted by a hard landing. Europe 
might then wonder whether a strong dollar 
anda booming American economy were not 
the better option. 


China's stockmarket, = 
Home-grown 
high 


HE world's best-performing stockmark- 
et in 2000 has been China's. Apart from 


oil-rich: Venezuela's, it is the only exchange 


of those monitored by The Economist to 


have recorded double-digit growth in dollar 


terms during 2000 (see chart). This fact might 
have been expected to excite international 
investors, always hunting for places to eke 
out an extra cent from their dollars. But the 


' Chinese market's growth is sadly of little rel- 


evance to them. For it is still the preserve of 
Chinese investors. Foreigners are restricted 
to buying either shares listed offshore in 
Hong Kong,or shares that are listed in China 
but quoted in a foreign currency. 

This situation is going to change, but it is 
not clear when. The investment industry, 
however, has already started its prepara- 
tions. On December 14th, rrse, a British pro- 
vider of market indices (such as London's 
FTSE 100), announced that it was teaming up 
with Xinhua Financial News, a subsidiary of 
China's state-run news agency that already 
calculates the main index for local-currency 
Chinese shares. Their plan is to create a new 
set of indices for international investors. The 
implicit assumption (and Xinhua, which 
has a direct line to the Communists who run 
the country, tends to make good assump- 
tions in such matters) is that the time to 
merge the foreign and domestic classes of 
shares is nigh. 

China has argued that it needed to keep 
foreign investors at bay while its young mar- 
kets took root. Its two stock exchanges, in 
Shanghai and Shenzen, are barely a decade 
old and forman integral part of the country’s 
efforts to "corporatise" its economy (the 
word “privatise” remains taboo). The argu- 














ment against opening up now looks thin. In 
little more than two months, 43 companies 
havecometomarket. The initial public offer- 
ing on December 12th of Baoshan, China’s 
largest steel maker, was the biggest in local 
currency so far, and was followed a few days 
later by the first тро of a bank, China Min- 
sheng, a soaring success. 

China has a growing middle class who 
are discovering the thrills of buying shares. 
Since they are restricted to the local-cur- 
rency market (of so-called a shares), itis that 
market which has really taken off. Foreign- 
currency в shares, by contrast, languished 
for a few years. Intemational investors with 
a taste for China preferred those companies 
listed in Hong Kong. But in 2000, в share 
prices have also soared---thanks to rumours 
that the separation will be scrapped, 

The only thing cooling investors’ enthu- 
siasm is the uncertainty over timing. The big- 
gest problem in merging the two classes of 
shares. is that the yuan is not convertible. 
Any proper convergence, therefore, may 
have to await even more complicated econ- 
omic reforms and convertibility. Judging by 
the recent boom in в shares, however, many 
brokers. now expect that convergence to 
happen in one or two years' time. But the 
chief investment officer of a large American 
asset manager says that he and his col- 
leagues are "resigned toit taking a lot longer”. 
Inthe meantime, anyone for Caracas? 


Internet banking 


Last of the first? 


E А week is a long time in the Internet 
world, then nine months is an eternity. In 
March, first-e, a fledgling Internet bank, and 
uno-e, a foetal net bank, unveiled а “€2.4 
billion ($2.3 billion) merger to form ‘unofirst 
group’, the world’s first global Internet bank- 
ing group”. Despite the ambitious rhetoric, 
however, the two have remained stubbornly 
national: (first-e іт Germany and Britain, 
uno-e, which is partly owned by BBVA, a big 
Spanish bank, in Spain). And, despite talk of 
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ational financial 
ish and German 
dts own current 

orrying of all, 


becoming “the first 
supermarket", first-e's 

services extend mer 

and savings accounts. Мов 


cently admitted to The Economist that fac- 
tor-e is up forsale. 

At the time of the merger, Mr Huber de- 

lared that “cost is almost irrelevant". First-e 

ly behaved as if it were. Even before 

the deal, enba had raised some €m5m in 

equity capital, of which around €100m went 

to first-e. In addition, it secured a €ioom 

* ereditline from BBVA, though uno-e says that 


not all of this has been spent. 


banks struck back, rolling out their own In- 
ternet operations and matching its eye- 
catching savings rates. Given a choice, cus- 
tomers preferred bricks ’n’ clicks to clicks 
alone. Mr Huber's plans to open "touch 
point" branches (which would have pan- 
dered to this preference) had to be shelved 





























its IPOS. However, the! two soon fell 
who “owned” the: broke: 
Enba is now expected to 
and not receive any cash 
Both Mr Huber. 
that the deal will still g 


Unfortunately for first-e, traditional 






because Dublin-based first-e did not have a 
British banking licence. After that, troubles 
piled up. The bank found itself the subject of 
two BBC consumer programmes, and in No- 
vember first-e cancelled a television ad- 
vertising campaign. Then it laid off 70 work- 
ersatits Dublin headquarters, partly thanks. 
toa joint (and rather odd) decision by uno-e - 
and first-e not to get into lending. 

More recently, the future of first-e's 
plans to sell shares in initial public offerings 
(iPos)appeared in doubt after the collapse of: . 
an agreement between enba and Wit Capital 
Europe, an online investment bank. Enba- 
had taken а 45% stake in Wit, and first-e was | 
meant to provide à distribution channel for 








nies allover the world were in the final 


kill off the millennium bug. They had 100- 
strong teams working away feverishly, re- 
placing computers and updating systems. 
Then, on the first day of 2000, nothing 
much happened, either in companies that 
had prepared diligently for potential vk 
computer problems, or in those that had 
not. The exercise had cost millions of com- 
panies in America hundreds of billions of 
dollars. 


look around for someone with whom to 
share this huge (and maybe unnecessary) 
cost. In the process, some took a close look 
at their property-insurance policies and 
discovered an obscure "sue and labour" 
provision. The clause, which originated in 
marine policies in the 17th century, allows 
policyholders to recover some of the cost 
incurred in efforts to prevent a loss. The 
principle is a bit like a healthy person 
claiming the price of a medical check-up 
because it saves the insurer paying for ill- 
nesses that are subsequently avoided. 
Xerox, Unisys and Nike were among 
the first companies to take their insurers to 
court on these grounds. Xerox is suing its 
insurer, American Guarantee & Liability 
Insurance, for $183m, one of the biggest 
claims over the cost of yak. It could do with 
the money. There are persistent concerns 
г about the financial health of the deeply in- 
:: debted copier company. 
` The companies taking their insurers to 
“court argue that the insurance industry 








Who's to pay for Y2K? 


T ABOUT this time a year ago, compa~ 


stages of a costly eradication programme to ' 


Not surprisingly, many then began to : 












millennium. bug. was not a "fortuitou 
"event but an entirely foreseeable оп 
Moreover, many lawsuits, including Xi 
тох, were filed when preparations for vk 
had been under way for several months 
inst a provision in pro 
ying t that i insurers need to be 


lobbied actively for extensive preparations 
to avoid being bitten by the computer bug. 
Even on their websites, insurers posted ur- 
gent calls for policyholder action. Compa- 
nies obliged, at vast expense. So they con- 
sider it only fair that their insurers bear 
part of the cost. Moreover, they point out’ 
thatsome insurers amended their property . 
policies to exclude coverage of ү2к pro- 
blems. It is hard, they argue, for something: 
that was never covered to beexcluded. - 

Insurers say that the huge effort lav- 
ished on bug-squashing was not wasted. 
Companies did not simply replace their 
computers with the same model. They im- 
proved technology, ир- 





increasing: небы m lawsuits. In so 
` ways they have to cope with a double 
whammy—lawsuits against themselv 
and lawsuits against their policyholders, 
The average jury award in suits agains 
insurers in 1993 was $520,000, but by 1999 it 
had almost doubled to more than $1m, ac- 

cording to Jury Verdict Research, a division 
“of тар, a publisher whi 









graded. systems and hence 
gained in productivity and 
competitiveness. Most of 
these changes would have 
been necessary at some 
stage, with or without the 
millennium bug. “yak re- 
mediation efforts were sim- 
ply one part--and a small 
part at that—of doing busi- 
ness in today's high-tech 
world,” says Robert Hartwig 
at the Insurance Informa- 
tion Institute in New York. 
Mr Hartwig categori- 
cally denies that companies 
were covered for v2K costs 
by property insurance. The 
central idea of insurance is 
that it is based on the risk, 
not the certainty, of the oc- 
currence of an event, and the 
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gathers information on jury 
settlements. 
In October 1999, a jud 
in Illinois ordered the St 
Farm. Mutual Auto: Ins 
“ance Company in a class- 
. action lawsuit to pay 
in damages and an 
tional $730m in. punitive 
damages to policyholdi 
who had their cars repaired 
with generic parts rather 
than with parts from the 
original manufacturer: 
their car. The case s 
shock-waves through the | 
insurance industry and is | 
under appeal But it con 
firmed that insurance ha: 
become the latest sector to. |. 
feel the full blast of Amer 
ica's zest for litigation. 
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FINANCE AND ECONOMICS 
Iran's oil revenue 


How to spend it? 


TEHRAN 


RAN'S president, Mohammad Khatami, 

has calculated that unbudgeted revenues 
from sales of oil abroad will have swollen 
Iran's coffers by around $10 billion over the 
course of the current Persian year—which 
ends next March, three months before he 
goes to the polls. That leaves the president 
with a dilemma: what to do with the wind- 
fall? Should he dole it out to voters, or should 
he deliver on his long-standing promises to 
free Iran's economy? On current evidence, 
Mr Khatami seems to be trying to do both. 

A special fund set up in 2000 to accom- 
modate the surplus oil revenues was placed 
under the supervision of Mohsen Nour- 
bakhsh, Iran's capable central-bank gover- 
nor. Mr Nourbakhsh claims that the money 
will be spent neither on pre-election hand- 
outs nor on the grandiose industrial projects 
that have been a weakness of some previous 
governments. Instead, he says, half the 
money will be lent to rising stars in the priv- 
ate sector, and the other half kept back for 
when the oil price falls. This way, runs the 
governor's logic, he will be able to help ex- 
port-oriented companies to grow and at the 
same time suppress the rial's chronic ten- 
dency to oscillate. 

Now lookatanother piece of evidence as 
to the president's intentions—Mr Khatami's 
draft budget for 2001, which Tehran's par- 
liamentarians are currently discussing. It is 
unashamedly populist the president has 
proposed a real budget increase of around 
12%, with much of the extra money to go to 
the already-swollen public sector, to na- 
tional security, and to subsidies on basic 
foodstuffs. Mr Khatami says that a lot of the 
extra spending will be financed by econ- 
omic growth of 5% in 2001, as well as by eye- 
catching improvements in Iran's terrible sys- 
tem of tax collection. But economists in Teh- 
ran wonder how this can be so; they expect 
economic growth to be around one percent- 
age point lower, and the tax net to catch 
much less than thegovernmentiscasting for. 
On this reckoning, Mr Khatami’s prediction 
of a budget deficit of just $150m looks su- 
premely optimistic. 

How else, then, might the president pay 
for his largesse? Not—it would seem from his 
budget speech—by borrowing from Iranian 
banks. Probably under pressure from Mr 
Nourbakhsh, the president has promised to 
reduce Iran's domestic debt burden next 
year, in order to free up the banks' resources 
for cash-starved private companies. 

One option would be to borrow abroad, 
but the government is proud of having re- 
duced Iran's foreign debt to its lowest level 
for a decade. An expected Eurobond issue 
has been put on hold. Another option might 
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be to use the receipts from Iran's long-her- 
alded privatisations. But even if Mr Khatami 
manages to offload the 50-or-so smallish 
companies that he has slated for sale in 2001, 
they will not bring in enough to dent the 
budget much. So that raises the inevitable 
question: will the government then be 
tempted to prise money from Mr Nour- 
bakhsh’s fund? 

Ever since Mr Khatami came to power, 
Iran has followed a tricky path between Mr 
Nourbakhsh’s liberal economics and the in- 
terventionism advocated by other policy- 
makers. Debate over the 2001 budget is di- 
vided along similar lines: Mr Nourbakhsh 
has described it as inflationary, while Mr 
Khatami's left-leaning finance and economy 
minister thinks it undervalues the rial. 
Whatever the appeal of his urbane manner 
and cautious economics, the central-bank 
governor is a bureaucrat beholden to politi- 
cians. He may have spoken out of turn. 

E я 





Japanese payments 


Cash on call 


TOKYO 


LECTRONIC wallets are hardly a novel 

idea; recent history is strewn with failed 
attempts to market e-cash and e-purses. 
Now а young Japanese company is hoping 
thatan idea to transform Internet-accessible 
mobile phones into electronic purses will 
meet with more success. Certainly, it has 
picked a good country in which to market 
mobile-phone-related applications. Some 
20m phone subscribers are already gripped 
by Japan's “mobile Internet" craze. 


V-Sync, a music and digital-content pro- 
vider based in a trendy part of downtown 
Tokyo, has developed a matchbox-sized 
gadget that can be attached to the battery 
socket at the bottom of a mobile handset to 








She's got e-wads of the stuff 





pU P” > экө s 
3 Унт! LC к 
—, ys 


create an instant electronic purse. At the mo- 
ment, V-Sync is putting the finishing touches 
tothe device, which it plans to start testingin 
February. In time, it hopes to use the same 
technology to turn mobile phones into elec- 
tronic identification devices as well. Some 50 
companies, including Sumitomo Bank and 
Sharp, a consumer-electronics company, are 
interested in the device and are beginning to 
look into ways to promote it. 

The gadget, called “CoCyph”, works like 
a prepaid debit card. Customers scan in- 
formation about their purchases (as well as 
the store's account details) into their cell- 
phones usingan infra-red device on the gad- 
get. This information is sent via the tele- 
phone's Internet system to an operations 
centre, where money from a prepaid ac- 
countis transferred to the shop's account. At 
the same time, a confirmation is sent back to 
theuser—a process that takesonly a few sec- 
onds to complete. 

The system is cheap: shops need only to 
buy asmallcalculator-size contraption cost- 
ing roughly $200, or one-tenth of the cost of a 
debit-card machine. But CoCyph's main at- 
traction is security. Unlike credit cards or 
debit cards, which transfer a customer's 
credit information to a retailer, this transfers 
the retailer's account information to the cus- 
tomer. The gadget does not itself contain any 
of the user's financial details, and anyway 
does not work ifitis not attached toa specific 
mobile phone. Although nervous customers 
will probably be able to protect their e-purse 
with a password or with fingerprint identifi- 
cation technology, V-Sync believes many 
will prefer to use the gadget without lengthy 
identification rituals. If it is stolen, they need 
only make acall to stop payments. 

The device is particularly well suited for 
acountry with strong misgivings about plas- 
tic money: both Japan's credit- and debit- 
card markets are under-developed. But 
what has retailers salivating is CoCyph's po- 
tential to revolutionise Japan's e-commerce 
markets, whose growth has so far been 
greatly hampered by consumers' unwilling- 
ness to use their credit cards online. 

However, despite all its clever features, 
V-Sync is likely to face an uphill struggle to 
get people to try out CoCyph. For a start, in 
an age when manufacturers are battling to 
make mobile telephones lighter, CoCyph's 
extra ounces might prove a drag on sales. 
Katsuma Fujii, V-Sync's young chairman, 
disagrees, arguing that the extra weight will 
be trivial compared with the pesky small 
change and plastic cards that users will be 
able to leave at home. 

Sensibly, the company plans first to tar- 
get fad-loving teenagers, many of whom do 
not have credit cards. To that end, it has 
created prototype devices in the shape ofan- 
imal cartoon characters. It promises to give a 
whole new meaning to the phrase, “Taking 
the mickey”. 
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The A320 is the world's best selling family of 


passenger jet. The A330 is the most efficient 


aircraft in its category. The A340 is the most 
widely distributed aircraft among airlines in its 
category. Throughout the Airbus family you'll find 
the same quality of technology and design. When 


THE AIRBUS FAMILY. it comes to improving your fleet, we'll stop at nothing. 
NEXT STOP, 
SEVENTH HEAVEN. 





Social Trends with Global Impact 


The State of the World's THE 
Children 2001: CHILDREN 
Early Childhood 2001 


What happens during the early 

years of a child's life, from birth to 

age 3, influences how the rest of 

childhood and adolescence will 

unfold. Drawing from reports the 

world over, The State of the World's 

Children 2001 details the daily 

lives of parents and other 

caregivers who are striving - in 

the face of war, poverty and the HIV / AIDS epidemic - to 
protect the rights and meet the needs of young children. 
Country profiles, maps and statistical data for 193 countries 
are also presented. 

Е.01.ХХ.1 9280636332 120рр. $12.95 


World Migration Report 2000 


International migration has 
become a global phenomenon 
involving a wide range of sending, 
destination, and transit countries 
NOR = and a diverse group of migrants. 
REPORT This report, produced by the 
"ck United Nations and the 
- International Organization for 
Migration, provides an 
authoritative account of 
contemporary trends, issues, and 
problems in the field of international migration. It examines 
the scale of migration and characteristics of international 
migrants, the types of movements, the contributing factors 
and policy issues. It also presents regional country profiles. 
Е.00.1.5.3 929068089Х  300pp. $39.00 


The State of World Population 2000: 
Lives Together, Worlds Apart - Men and Women 
in a Time of Change 


Despite the tremendous changes of the 20th century, 
discrimination and violence against women and girls 
remain firmly rooted in cultures around the world. This 
year's Report looks at the gender inequality - the 
restrictions placed on women's reproductive choices and 
how it affects their health, education, social and economic 
participation. The publication also explores women's rights 
as human rights, gender violence and the role of men in 
reproductive health decisions. The Report points out that in 
the end, different societies need their own solutions to 
provide a better life for both women and men. 

ЕОО.Ш.Н.1 0897145828 80рр. $12.50 
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DEMOCRATIC PEOPLE’S REPUBLIC OF ALGERIA 
MINISTRY OF TRANSPORT 


PUTTING ALGIERS’ AIRPORT 
UP FOR CONCESSION 


NOTICE TO INVESTMENT BANKS FOR 
EXPRESSING INTEREST IN THE PROJECT 


In its program for the development of infrastructure, 
The Ministry of Transport has given first priority to 
the realization, the modernization and the operation, 
with franchise (concession) of Algiers’ Airport. 


In order to gather propositions for services of advice 
and council, it is requested from INVESTMENT 
BANKS their expression of interest in this project. 


The requested advice will deal notably with: 


Definition of the strategy to be followed and the 
conditions for implementing the franchise 
(concession) 


Specifications’ write up 
Preparation for the franchise (concession) 


Legal, technical, commercial, economic and 
financial aspects 


Negotiation and assistance in the choice of 
partners 


Franchising (concession), including the write up of 
contractual documents 


Interested INVESTMENT BANKS (together with 
their consulting firms associated to this operation) and 
having a proven experience in performing similar 
services (at least two recent experiences successfully 
achieved and to be mentioned) are invited to express 
their interest and to submit their references as well as 
the CV’s of their key personnel likely to intervene in 
the project. 


Answers to this notice must be received no later than 
15/01/2001 and should be sent to the following 
address: 


MINISTERE DES TRANSPORTS 
119, RUE DIDOUCHE MOURAD - ALGIERS 
(ALGERIA) 


E-mail: algiersairport@lycos.com 
Fax: (213)-21-74-75-23 





SCIENCE AND TECHNOLOGY 


Behind the scenes at 


the museum 


With more and more of what museums own ending up behind locked doors, 
curators are hatching plans to widen access to their collections 


HEN, in 1983, the Smithsonian Na- 

tional Museum of Natural History, in 
Washington, pc, decided it had run out of 
space, it began transferring part of its collec- 
tion from the cramped attic and basement 
rooms where the specimens had been lan- 
guishing to an out-of-town warehouse. Re- 
storing those specimens to pristine condi- 
tion was a monumental task. One member 
of staff, for example, spent six 
months doing nothing but gluing 
the legs back on to crane flies. But 
3om items—and seven years— 
later, thejob was done. 

At least for the moment. For 
the Smithsonian owns 130m 
plants, animals, rocks and fossils, 
and that number is growing at 
2-3% a year. On a global scale, 
however, such numbers are not 
exceptional. The Natural History 
Museum in London has 8om 
specimens. And, in a slightly dif- 
ferent scientific context, the Sci- 
ence Museum next door to it has 
300,000 objects recording the his- 
tory of science and technology. 

Deciding what to do with 
these huge accumulations of 
thingsis becominga pressing pro- 
blem. They cannot be thrown 
away, but only a tiny fraction can 
be put on display. Hiding them in 
rural Maryland, or its European equivalents, 
seems a counsel of despair. But new atti- 
tudes, allied to new technologies, are coming 
up with solutions. 


Fun in store 
The huge, invisible collections behind the 
scenes at science and natural history muse- 
umsare the result of the dual roles of these 
institutions. On the one hand, they are 
places for the public to go and gawp. 
On the other, they are places of re- 
search—and researchers are not in- 
terested merely in the big, showy 
things that curators like to reveal 
to the public. 

Squaring the two roles is 
difficult, and can lead to ap- 
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parently curious decisions about what to re- 
tain and what to reject. Blythe House in West 
London, the Science Museum’s main storage 
facility, has, as might be expected, cabinets 
full of early astronomical instruments such 
as astrolabes, celestial globes and orreries. 
But it is also home to such curios as Canopic 
jars, which were used by the ancient Egyp- 
tians to store embalmed viscera. And the 





museum is custodian to things that are dan- 
gerous. It holds a lot of the equipment of Sir 
William Crookes, a 19th-century scientist 
who built the first cathode-ray tubes, experi- 
mented with radium, and also discovered 
thallium—an extremely poisonous element. 
He was a sloppy worker. All his equipment 
was contaminated with radioactive materi- 

als, but he worked in an age when nobody 

knew about the malevolenteffects of ra- 
s dioactivity. 

Neil Brown is the senior curator for 
classical physics, time and micro- 
scopes at the Science Museum. He 
spends his professional life look- 
ing for objects that illustrate 
wi? some aspect of scientific and 

technological development. And 








it is often small things he looks 
for—objects associated with a par- 
ticular place, researcher or event. 

Collections of computers, and 
domestic appliances such as televi- 
sion sets and washing machines, 

are growing especially fast. But 

the rapid pace of technological 
change, and the volume of new objects, 
makes it increasingly hard to identify what 
future generations will regard as significant. 
There were originally, for example, three dif- 
ferent versions of the video-cassette re- 
corder, and nobody knew at the time which 
was going to win. And who, in the 1970s, 
would have realised the enormous effect the 
computer would have by the turn of the cen- 
tury? In this context, the Canopic jars—rep- 
resentatives, in some sense, of early medi- 
cine—look less odd. 

The public is often surprised at 
the Science Museum’s interest in 
recent objects. Mr Brown says he 
frequently tums down antique 
brass and mahogany electrical in- 
struments. “1 say, it's very nice but 
no, I don't want it, because our 
stores are full of them. But when 
you are finished with that alumi- 
nium and plastic digital thing we'd 
be interested in that. People dou- 
ble-take.” Sure enough, a random 
scan of the museum's recent acces- 
sions reveals the following items: 
the Atomic domestic coffee maker, 
a 114-piece pry toolkit with canvas 
case, and a green beer bottle. 

Natural history museums col- 
lect for a different reason. Their 
accumulationsare part of attempts 
to identify and understand the 
natural world. Some of the plants 
and animals they hold are "type 
specimens". In other words, they 
are the standard reference unit, like a refer- 
ence weight or length, for the 
species in question. Other 
specimens are valuable be- 
cause of their age. One of the 
most famous demonstrations of 
natural selection in action was made 
using museum specimens. A study of 
moths collected over a long period of 
time showed that their wings be- 
came darker (which made them 
less visible to insectivorous 
birds) as the industrial revolu- 
tion made Britain more polluted. 

Year after year, the value of such collec- 
tions quietly and reliably increases, as re- 
searchers find uses that would have been 
unimaginable to those who started them a 
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х century or two ago. Genetic analysis, 
pharmaceutical development, biomi- 
metics (engineering that mimicsna- 
ture to produce new designs) and - 
«C biodiversity mapping (see box 
`. below) are all developments that 
would have been unimaginable 
tothe museums' founders. 
; But as the collections. grow 
` older, they grow bigger. Insects may be 
small, but there are millions of them, and 
< :entomologists would like to catalogue every 
one. And when the reference material 15 à 
pair of giraffes or a blue whale (each vertebra 
Бег almost the size of a chair and the jaw- 
` ропе weighing at least half а tonne), space 
becomes a problem. That is why museums 
v such as the Smithsonian are increasingly 
_ forced to turn to out-of-town storage facili- 
= tes. But museums that show the public only 
-a small fraction of their material risk losing 
. the fickle goodwill of governments and the 
_ public, which they need to keep running. 
- ; Hence the determination of so тапу muse- 
соотв (о make their back-room collections 
more widely available. 
. The Smithsonian is trying to tackle this 
problem by computerising part of its cata- 
_ logue over the next three years. The new cat- 
alogue, which will be available on the In- 
: ternet, will include digitised photographs of 
га significant proportion of the specimens. 
“This means that those with, say, a passion for 
crane flies will eventually be able to indulge 
it with the museum's 15m now-restored 
specimens. But virtual access is not the only 




































seum is making a virtue of neces- 
- sity, and turning its teference col- 
lections and its researchers into 
exhibits in their own right. 
At the beginning. of 2001, 
- some 20m animal specimens pre- 
P" served in alcohol will travel the 
short distance from their old, cramped 
home toa brand new building next door. It 


` will take six months of meticulous organisa- 


tion to move the 450,000 jars, which contain 
everything from tiny parasitic worms to fish 
collected by CharlesDarwin. The head of the 
museum's basking shark will probably tra- 
vel in more style than when it first arrived. (It 
was originally part of a display in Harrods's 
food hall, just down the road, and was 
broughttoits new home in a wheelbarrow.) 
Although this new store will be a work- 
ing laboratory, it is also designed as a public 
space. Visitors will see into the collection ar- 
eas, be given tours of different parts of the 
collection, and.be able to watch live video 
links showing researchers at work. At the 
moment, less than 196 of the museum's col- 
lectionof animals and plants is on show. The 
new store will increase this to more than 75%, 
and literally bring the public behind the 
scenes. At present, most of what the public 


“pays the museum's managers to dois unseen 


and therefore undervalued. Now, this will 
change, and give a new emphasis to the insti- 
tution's role in research. 





Protein folding 
Utterly 
predictable 


HEshape of a protein molecule is critical 

toitsjob.So knowing its shape tells you a 
lotabout whata newly discovered protein is 
for. It can also provide a short cut to design- 
ing drugs which interact with that protein. 
Prizes, Nobel or otherwise, will therefore go 
to those who can find a way of predicting a 
protein's shape reliably. 

One method, known as an ab initio sol- 
ution, is to try to calculate the shape from 
first principles. Proteins are long chains of 
molecular sub-units known as amino acids 
(there are 20 sorts available, each with differ- 
ent chemical properties). In theory, all. of the 
electrical forces between the amino acids in 
a protein can be worked out: The way that 
the chain folds up might then be predicted. 
In practice, many ‘protein scientists. regard 
that asa near-impossible feat, although IBM 
plans to have à go by building а computer, 
called Blue Gene, that will make existing su- 
percomputers look like pocket calculators. 

The other approach is to use protein 
structures that have already been worked 
out by such techniques as x-ray crystallog- 
raphy and magnetic-resonance imaging as 
models for the shapes of similar but as yet 
unanalysed proteins. Buteven though many 
proteins are members of families that share a 











RESERVING organisms in museums is 
one way of retaining them for posterity. 
But most people agree thatit would be nice 
to keepa few of them alive in the wild, too. 
с At the moment, which survive and which 
| succumb is something of a lottery. But in 
(d. those cases where there is a choice about 
-| which partofa forest tolog, or which wet- 
-land to drain, it helps to have an idea 
~ which area is richest in. species, and there- 
г fore most worth preserving. 
WORLDMAP, a computer program de- 
< veloped by Paul Williams, Chris Hum- 
phries and Dick Vane-Wright at the Natu- 
| ral History Museum in London, is опе 
| attempt to do this. It works by dividing the 
area of interest (anything up toand includ- 
ing the whole planet) into cells, and then 
|. examining the biodiversity of each cell. > 
The least sophisticated way to do this 
` (but one that is often imposed by a paucity 
- of data) is to count up the records of sight- 
-angsof: species at places within a cell. Data- 
з bases of varying quality are available for 
many groups of species, particularly birds, 
mammals, plants and the showier sort of 
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Маррїпд biodiversity 


insect. The program will then display a col- 
our-coded map showing the relative bio- 
diversity of the cells. 

That is just the mechanisation of don- 
key-work, of. course, since such counts 
could. be. made—albeit more labori- 
ously--by hand. But a more sophisticated 
definition of biodiversity is interested in 
preserving not just species, but genes. For 
this, woRLDMAP is able to incorporate 
family trees of the species involved into its 
assessment of a cell's significance. Closely 
related species will share more genes, and 
thus contribute less to biodiversity, than 
distant relatives. 

A.third criterion can also be used. This 
is known as "endemicity". A species that 
occurs in only one or two cells contributes 
more to those cells’ biodiversity scores than 
does one that is widespread. That is be- 
cause destroying those cells would destroy 
the species. 

WORLDMAP can do more. It can, for ex- 
ample, predict the likelihood of a hitherto 
unobserved species being found in a cell” 
on the basis of its known distribution. 


‘ally take of such recommendations is a dif- 


апа South America. Itcan tell Latin Ameri- 
‘can woodmen which trees to spare. If they 


ч 


Given the patchy nature of most records, 
that isa useful trick. And itcan selectcom- 
plementary areas for préservation. These 
are not necessarily the cells with the high- 
est individual biodiversity, but. rather 
those. which, together, maximise what is 
preserved by picking places with the few- 
estoverlapping species. 

How much notice the world will actu- 


i 


ferent question. But Dr. Williams and his 
colleagues are working in partnership with 
a number of conservation groups around 
the planet, providing them with woRLp- 
MAP software appropriate. to. the. data 
available in their regions, in the hope that 
they will be able toinfluence planning de- 
cisions in ways that minimise the loss of 
biodiversity. 

One of the coll aborations Dr Williams 
is most proud of is with the Nature Conser- - 
vancy, an American non-governmental 
organisation, and a group of researchers. at |. 
the University of Arkansas. The result is | 
“Wings of the Americas", a data set of the © 
distribution of all of the birds of Central. 





care, thatis. 
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lotofcharacteristics, and despite the fact that 
nearly 10,000 protein structures are now 
known, the field's theoreticians have yet to 
workout how to make reliable guesses about 
theshapesofthe millions that remain unan- 
alysed. 

Now, Peter Wolynes, a biochemist at the 
University of California, San Diego, and his 
colleagues think they have hit on a solution 
that combines parts of both approaches. 
They plan to set a neural network—a type of 
computer program that is specially designed 
for learning and recognition—the task of 
learning enough about those structures that 
are already known to have a stab at predict- 
ing the shape of any protein, regardless of its 
family affiliations. While the program 
avoids having to work out the details of the 
chemical interactions between individual 
amino acids, it can still make use of such in- 
formation when it has already been gath- 
ered about older protein structures. 

As Dr Wolynes demonstrates in his pa- 
perin the Proceedings ofthe National Acad- 
emy of Science, the key to such understand- 
ing lies in a statistical tool known as 
landscape theory. A rock at the top of a hill is 
less stable than the same rock at the bottom 
ofa hill. Ithas whatis known as gravitational 
potential energy, which it gives up when 
gravity attracts it down the hill. The protein 
equivalent of a rock at the top of a hill is an 
unfolded chain. As the chain folds up it be- 
comes more stable because the electrostatic 
potential energy it contains is given up when 
positively and negatively charged areas of 
the chain attract one another. The most sta- 
ble arrangement—the one where the most 
potential energy has been given up—is the 
one where the process of folding stops. 

In Dr Wolynes’s model, the neural net- 
work learns the parameters of this comfort 
zone by example—from a set of 38 proteins 
about which detailed information is already 
recorded. From this, it recognises such things 
as the strengths of the electrostatic forces 
thatdraw positively charged amino acids to- 
wards negatively charged ones, and the ef- 
fects of the amino acids’ interactions with 
water. Most importantly, it learns the dis- 
tances between the amino acids in folded 
proteins. This means that when it is pre- 
sented with a new amino-acid sequence, it 
can make a good stab at the shape that se- 
quence should adopt, even if it has never be- 
fore encountered a similar sequence. 

A good test of Dr Wolynes's model came 
atthis year's Critical Assessment of Structure 
Prediction conference, a biennial tourna- 
ment where several hundred laboratories 
vie to deduce the structures of unknown 
proteins. Earlier this month, Dr Wolynes 
learned unofficially that his team's program 
performed "quite well" in the ab initio cate- 
gory (the official results will be announced 
next month). With some further tinkering, it 
should be downhillall the way. 
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Displays 


The fluttering of 
tiny pixels 


HE cathode-ray tube—bulky, clunky 

and greedy for power—is clearly coming 
to the end of its useful life as a way of dis- 
playing information. But what will replace it 
is not so clear. Advanced liquid-crystal dis- 
plays (Lcps), light-emitting diodes, plasma 
screens and various forms of so-called elec- 
tronic ink are all contenders. But a more out- 
landish idea may yet pip them at the post. 
Iridigm Technology, in San Francisco, plans 
to generate colour images using optical inter- 
ference—the phenomenon that creates the 
rainbowson the surfaces of oily puddles and 
the beautiful blues on the wings of South 
American Morpho butterflies. 

Optical interference exploits the wave- 
like nature of light. When beams of identical 
wavelength (ie, the same colour) meet, their 
crestsand troughs either add together to pro- 
duce bigger crests and deeper troughs, or 
cancel each other out as the crests coincide 
with the troughs and fill them. 

Because white light is made up of lots of 
different wavelengths, such effects are not 
usually noticeable. However, when an ob- 
ject (such as a scale on a butterfly's wing, or a 
thin layer of oil on the surface of a puddle) 
contains reflecting surfaces that are both 
parallel and very close together, the effects of 
interference become obvious. This is be- 
cause individual light waves are reflected 
back and forth between the surfaces and 
thus interfere with themselves. 

Thecolour that emerges from such auto- 





It's blue, honestly 


SCIENCE AND TECHNOLOGY 


interference depends on the distance be- 
tween the reflective surfaces. In the case of 
light whose wavelength is an exact submul- 
tiple of this distance, crest falls on crest, and 
trough on trough, reinforcing the colour. 
Other wavelengths are destroyed, or at best 
emerge weakly. j 

Iridigm’s technology, which it calls an 
interferometric modulator, or 1-mod, works 
by fine-tuning the gap between reflective 
surfaces.1-mod pixels (the dots that make up 
the display) are tiny paired mirrors, and the 
distance between these mirrors can be ad- 
justed to one of four settings. Three of these 
settings correspond to the primary colours 
red, green and blue, from which all other col- 
ours can be constructed. The fourth is 
“closed”, which means that no light can be 
reflected, and so the pixel, and thus that part 
of the image, is black. 

The opening and closing of the gap is 
performed electrostatically. The top mirror, 
made upofastack of thin, partially reflective 
films, is attached to a plate of glass that forms 
the front of the display. The rear mirror is a 
metal membrane suspended behind it. 
When a voltage is applied, the electrostatic 
force that results either attracts the two mir- 
rors together, or pushes them apart. 

Since the 1-mod pixels are electrostatic, 
they draw no current except when they are 
changing colour—unlike those in an tcp. 
That means they do not consume much 
power. They also reflect more light than tcp 
pixels, which makes them easier to read and 
means they do not need artificial illumina- 
tion. And an Lcp uses separate pixels for 
each primary colour. mod pixels can de- 
liver whatever primary is most appropriate. 

Since the 1-mod pixels measure a mere 30 
microns by 40 microns (a micron is a mil- 
lionth of a metre), more than 
80,000 of them could fit in a 
square centimetre. In theory, 
that means that 1-mod devices 
could have significantly higher 
resolutions than Lcps, as well 
asall their other advantages. 

In practice, that will have 
to wait a while, since wiring up 
such densely packed pixels to 
receive comprehensible in- 
structions is beyond existing 
manufacturing techniques. 
But according to Mark Miles, 
Iridigm's chief technology offi- 
cer, it should eventually be 
possible to make displays with 
a resolution of 1,000 dots per 
inch—the equivalent of the 
output from a good quality la- 
ser printer—by finessing the 
processes already used for 
LCDs. Not quite as pretty as a 
butterfly, perhaps, but a lot 
more useful than an oil slick on 
a puddle. 
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Animals, plants and microbes can now migrate across the planet to new homes with 
unprecedented ease. Ought they to be stopped? Some, no doubt. But the arrival of new 
species is no novelty, and many have been harmless, some highly beneficial 


AR offin the South Atlantic, 2,500 kilometres (1,550 

miles) from the nearest landmass, Africa, a war is 
being waged on a lonely spot called Gough Island. 
One side has suffered heavy casualties: over 1,000 
dead this year, 63 alone on one particularly bloody 
night. The outcome of this interspecies warfare is a 
foregone conclusion, however: battered but un- 
bowed, the mice are defeating the humans. 

Out in its isolation, Gough is home to animals 
found nowhere else. The mice, however, arrived 
quite recently on sealing vessels. They now over-run 
the island, the base camp and the food store of the 
other newly arrived species: the currently ten in- 
trepid scientists and meteorologists who live there 
for year-long stretches. The humans face long eve- 
nings, with limited scope for entertainment. In some 
ways, here is a microcosm of human attitudes to- 
wards new alien species. It's a grudge match. 





New species, an old story 


Whether by choice or chance, when humans have 
gone to new places, other species new to those lands 
havealways journeyed with them. Australia's dingos 
were brought in by its aborigines. Polynesians sailed 
from island to island with pigs, yams and around зо 
different plants. Later, whether as stowaways on 
ships, planes and trains, or deliberately carried for 
utility, vanity or idiocy, newly arrived species have 
delighted and intrigued. Only recently has human- 
kind realised the harm its species-spreading habits 
might be doing; and, nowadays, gone on, often, to 
forget the benefits. 
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New flora and fauna for old 


around 30% of Europe's human population. It came 
from Asia, arriving the way most new species still do, 
along trade routes; and it was carried by rats, which 
carried fleas, which carried the bacillus concerned. 
For hundreds of years botanical gardens, zoos, 
arboreta, estate owners and random well-off or 
merely curious individuals have collected, main- 
tained and distributed exotic plants and animals 





from around the globe. To this day, during very cold 
winters, red-necked wallabies—a smallish kanga- 
roo-like animal from Australia—bounce across the 
frozen waters of Loch Lomond, in Scotland, from a 
colony on a private island estate. The muntjac deer 
now common in southern England arrived and 
spread, early in the late century, in the same way. 

In Epping Forest, just outside London, you can 
find the real Teenage Mutant Ninja Turtles. During 
the 1980s craze for these cartoon characters, many 
children bought cute baby red-eared terrapins, two 
centimetres long, as pets. But as the babies grew, and 
fashions changed, the terrapins were abandoned in 





rivers and lakes across Britain. Like their cartoon 
cousins, they are now hefty teenagers, voracious 
predators of native fish and other water creatures. 
Introducing new plants and animals used to be 
positively fashionable. When Europeans migrated 
overseas, they took many along for food and trans- 
port: wheat, barley, rye, cattle, pigs, horses, sheep, 
and goats. But they took some just to make them- 
selves feel at home. Acclimatisation societies sprang 
up, dedicated to introducing familiar species to un- 
familiar places. One took European fish for angling 








To Europe from the Andes 


Benefits there are. The histories of farming, horti- 
culture, forestry and aquaculture are thick with new, 
exotic species joining or replacing old. In many 
places, introduced species are the main source of 
food. The potato that by the early 19th century fed 
(and later reduced to famine) most of Ireland hailed 
from the Andes; likewise the tomato, now cultivated 
across Europe and round the Mediterranean. Soya 
probably reached the Americas from China. 

There are less happy histories, of course, like that 
of the Black Death—a mixture, probably, of bubonic 
and pneumonic plague, though even now no one is 
quite sure—which in the 14th century dispatched 





The Epping Forest ninja 


to Australia. Another set out to introduce all the birds 
mentioned in Shakespeare into the United States. For 
this purpose, a hundred pairs of starlings (Hotspur: 
ГІІ have a starling shall be taught to speak—“Henry 
ту, Part 1") were freed in New York's Central Park. The 
starling is now one of America's commonest birds. 


Out with thenew 


All such transfers can, like the rabbit in Australia, бо 
wrong, The Japanese knotweed came to Britain as an 





ornamental plant; spreading it is now against the law 
in Wales, such is its ability to burst through walls and | 


road surfaces. Much more recently, good intentions + 


= 
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took the Nile perch to Lake Victoria, as prey for local 
fishermen; this large predator simply ate up all the 
other fish they used to catch. Not that that is the fish- 
ermen's only trouble: a worse one is the water hya- 
cinth, another, if unintended, import. 

These days, even the accidental arrival of alien 
species is cause for great alarm. Airliners and their 
passengers are fumigated, ships and cargoes scruti- 
nised, fruits, seeds, meats and other edible goods 
banned, impounded and destroyed. Customs offi- 
cers crawl through dimly lit aircraft cavities, arrests, 
prosecutions and fines are made. The United States 
Department of Agriculture alone employs 1,300 in- 




































spectors at 90 ports (some with dogs to sniff out “pro- 
hibited agricultural produce”, and they don’t mean 
the end-products of poppies or the coca bush). There 
are journals, newsletters, government committees, 
inter-agency groups and a global conservation hit list 
of the 100 most wanted (dead) new species. In the 
Grand Canyon, the park's habitat restoration team 
feels species-elimination might even be an attrac- 
tion. It wants to offer the public "the joy of eradicat- 
ing non-native species", In Britain, zealots go out 
“thodie-bashing” to slash away that “invasive” na- 
tive of Asia, the rhododendron, that now beautifies 
the woods of Surrey and Scottish lochsides. 

What has changed, to make the aliens so unwel- 
come? For one thing, though humans have helped 
species move beyond natural biogeographical 
boundaries for millennia, today this is happening 
with far greater speed. From 1965 to 1990, says the 
World Resources Institute, global imports of agricul- 
tural products and industrial raw materials went 
from $55 billion to $480 billion. Crazy ants reached 
Christmas Island, south of Indonesia, inside a bag of 
rice. They are now annihilating the native red crabs. 
Whoever heard ofa parrot with a wasp problem? Yet 
the kaka, a forest-dwelling parrot in New Zealand, is 
competing with (and losing to) introduced wasps for 
honeydew and nesting holes. 

Alien species often arrive with unprocessed 
wood. In the past15 years, the us Department of Agri- 
culture has found insects in wooden packing materi- 
als 5,300 times, in shipments from 90 countries. The 
Asian longhorned beetle, a pest of hardwood trees, 
evaded the bug-catchers' net four years ago; already 
itis alarming American foresters. At sea, meanwhile, 
on any day it is estimated that around 3,000 species 
of aquatic animals and plants are being carried 
around the world in ballast. The waters of the United 
States alone receive some 8om tonnes a year of bal- 
last water. This is how the zebra mussel that now in- 
fests American waterways was brought in. 
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Individual enterprise also plays a role. Piranhas, 
red fire ants and emperor scorpions have been inter- 
cepted in mail parcels to Hawaii. Gardeners seeking 
rare and/or prohibited plants can buy them by mail 
order, or over the Internet. And though plants do not 
move fast, scientists say that alien species of plant 
pose the biggest ecological threat, because they can 
disrupt entire ecosystems from the ground up. 

As this globe-girdling traffic increases, so will the 
number of accidental introductions. In Hawaii, some 
new alien invertebrate is reckoned to establish itself 
roughly every 18 days; left to nature, these isolated 
oceanic islands might expect that once every 25,000- 


The wasp-worried kaka 





100,000 years. And more new arrivals means a greater 
risk of a dangerous invasion. 

Not every alien will manage to break out of its 
beachhead. Army ants, tree frogs, spiders, even 
snakes, often arrive with fruit, vegetables and other 
plants from their tropical homes tostartle consumers 
in temperate zones. But any new arrival faces a suc- 
cession of hurdles. It must turn up at a favourable 
season, in a climate it can tolerate. And it must be ca- 
pable, like the roving hands of John Donne, of some 
ecological match to its new-found land. 

But if all the conditions are right, bingo. If an alien 
species no longer faces the predators and diseases 
that it evolved alongside, once established it may 
breed without restraint. Biologists call the process 
"ecological release". And, if the new species takes a 
fancy to a plant or animal that is widely farmed, or 
widely distributed, in its new colony, the resultant 
population explosion can have an extraordinary im- 
pacton agriculture and natural habitats. 


Nasty things are rare 
Yet only a tiny proportion of alien species do in fact 
establish populations. And of those only about one 
in ten becomes a pest. Oceanic islands are most at 
risk. But South Africa and North America have had 
plenty of trouble. One in five of the United States’ 
4,500 exotic species has caused serious economic or 
ecological harm. Most came by chance, like the Asian 
tiger mosquito, shipped in with imports of old tyres. 
Of the United States' threatened native species, 4096 
can blame their decline partly on the newcomers. 
The costs are hard to quantify. Since 1900, says 
one government estimate, a selection of 79 harmful 
species has cost the United States a cumulative total 
of $96 billion. A recent article in Bioscience put the 
damage done by new species, plus the costs of con- 
trol, at $136 billion a year. That's not all pure loss, of 
course: one man's pest is another man's sale of pesti- 
cide or job applying it. But whatever the effects and 
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the figures, they will grow, as world trade does. 
Isolation is the reason why ocean islands face the 
worst trouble. In millions of years, they have evolved 
many species all of their own, often ill-equipped to 
deal with new aliens. The resulting wave of species 
extinctions on ocean islands has led scientists to ar- 
£ue that diversity at a global level is threatened. 
During post-1945 reconstruction on Guam, one 
female, brown tree snake is thought to have arrived 
in a shipment of timber from New Guinea. Guam to- 
day has over a million of them. Since the 1960s, they 
haveallbut wipedoutits native forest birds, bats and 
reptiles. Five species of lizard, nine of birds, many 


W bird-basher 


unique to Guam, have vanished. The numbers of the 
Guam rail fell from 80,000 to 50 in two decades; the 
bird has no answer to a voracious snake which, fac- 
ing few predators of its own, can reach densities of 
5,000 per square kilometre. Hawaii, its own species 
already hard-hit by alien ones, is watching Guam 
nervously. There is a lot of military traffic between 
the two islands, and dead snakes have already been 
found among the wiring of aircraft from Guam. 


Fighting the fight 

Once a species is established, it is almost impossible 
to get rid of. Britain's dreaded Japanese knotweed, 
says Mark Williamson, a York University expert on 
invasive species, "pushes up pavements in Swansea 
and gets people very excited, and they spray it with 
glyphosate. They might as well water it." 

Yet New Zealand is trying hard. With reason: of 
its once 120 endemic birds, 40% are now extinct. 
Nearly all its land mammals are aliens, and two- 
fifths of its flora. First to go, when Polynesian island- 
ers arrived maybe 1,000 years ago, were the giant 
flightless birds, easily caught and eaten by the hu- 
mans. Birds ofother sizes were polished off by the ar- 
rival of rats, dogs, cats, ferrets and stoats. The kiwi 
survives, but only just.So far, New Zealand has man- 
aged to eliminate rats from 60 small coastal islands, 
mainly by spreading poisoned bait from helicopters. 
As recently as 1978 such a task was considered futile. 
Now, in the spring after an island has been cleared, 
seedlings flourish in greater abundance, lizard spe- 
cies are noticeable, insect numbers increase, chicks 
survive in abundance and trees bear seed. 

Some attempts to remove new species, though, 
have done more harm than good. On Ascension Is- 
land, in the South Atlantic, cats were deliberately in- 
troduced to eat the accidentally introduced rats. But 
rats are hard to catch; the cats turned on the island's 
birds and their nests. Plans to eliminate the cats, 
probably by trapping and shooting, are now being 
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Fire ants mock insecticide 





hatched—to the dismay of animal rights groups. 
That reaction may rule out a method said to have 
beenemployedearlier tocut thenumbers ofthe (also 
alien) goats: during the second world war, they were 
used for target practice. 

Thealien fire ant once faced a campaign of extir- 
pation in the United States. A Harvard ecologist, E.O. 
Wilson, labelled this “the Vietnam of entomology”. 
The $200m carpet-bombing with insecticides was a 
total failure. Natural enemies of the ant were killed, 
the ants reinvaded treated areas faster than native 
species, and at higher densities than before. 

The use of natural enemies to control a pest spe- 


ciesisgrowingin popularity. When it works, it can fix 
a problem at little cost. The invasive prickly pear cac- 
tus in Australia was controlled by bringing in an 
Argentinean cactus moth. A wasp was brought from 
South America to combat Africa's cassava mealybug. 
But there is always the risk that the new species—like 
Ascension's cats—may shun the pest it was brought 
in to deal with, and munch its way through native 
flora or fauna instead. So researchers are hard at 
work on new methods, for instance looking for spe- 
cific strains of virus that might attack a pest species; 
Guam's brown tree snake is one intended victim. But 
the best, and far the cheapest, remedy is prevention. 
Control agencies are now proliferating almost as fast 
as new exotic species. 

The economics of the issue are poorly developed. 
Whatisit worth paying to baror control the spread of 
some species? The answer, if it is a deadly disease like 
Ebola, might seem obvious: any price. More gener- 
ally, ecologists think that, as more cost-benefit ana- 
lyses are done, the true costs imposed by new exotic 
species will make the benefits of control or preven- 
tion manifest. With the main geographic barriers— 
oceans, mountains, large rivers and deserts—no lon- 
ger effective, they argue, we risk the homogenisation 
of the planet's flora and fauna; a real disbenefit, be- 
cause countries place a strong aesthetic value on 
their special plants and animals. 

One can be cynical about cost-benefit sums; of- 
ten they remarkably reflect the views of the analyst. 
But if enough people believe—as increasingly they 
do—that the arrival of alien species means economic 
costs, the more will be spent to prevent it. That is 
what is happening—and the good guys are getting 
zapped with the bad. Maybe we should think an- 
other way. New species have often been essential, 
useful or at least harmless. Albeit a few have turned 
out to bea pain in the neck (or skin, or pocket), let us 
be grateful. The most lethal migrant species of all, re- 
member, has been the human опе. ж 
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HE human race has spent millennia celebrating, 

damning and defyingold age. But understanding 
it, from a scientific standpoint, has long proved elu- 
sive. Why does the body alter so dramatically with 
time? In the past decade, new tools and fresh ideas 
have started to give researchers 
a grip on the "what" of age- 
ing—the complex changes that 
go on within the body's cells 
over time. They even have 
some inkling as to the “how” of 
ageing, the biochemical pro- 
cesses which may trigger these 
cellular phenomena. But why 
the body should become more 
prone to these pressures in the 
first place is much debated. 
Ageing is one of nature's al- 
most universal phenomena— 
virtually all multicellular crea- 
tures, if given a chance, will go 
through the process—but still 
one of its most mysterious. 


A distinct process 
Non-scientists tend to think of 
"ageing" as a continuous, life- 
long process, a series of 
changes from childhood, or 
indeed conception, onwards. 
Most biologists have a differ- 
ent view. They see the period 
of ageing as one distinct from 
thatofearly development.First 
come the minutes, months or 
years thata body may spend to 
put its growing house in order 
by forming cells into organs 
and systems. Next comes its re- 
productive phase. Only there- 
after, say biologists, does the 
systematic increase in molecu- 
lar disorder set in which, with 
its effects, amounts to ageing. 

Those effects are plain to 
see: slowing-down and a 
growing susceptibility to disease. It is as if the pro- 
cesses that helped to build the body, and keep it in 
line, turn against it. Joints stiffen as their molecular 
mesh of collagen tightens, the same process that 
helped to strengthen them in early life. Most cells 
have already stopped dividing in the run-up to re- 
production. That is a useful check, then, on disrup- 
tive disorders like cancer; but it means that, as ageing 
organs start to break down, and new cells are needed 
to replace the old, these are not available. 

This might seem an odd design flaw to have 
slipped past natural selection. But then evolution is 
all about optimising the passage of genes from one 
generation to the next. That means, for example, that 
traits which are advantageous in early life are fa- 





Gerontological incertitude 


Why do people grow old? Recent research has revealed something of what happens in 
ageing, and how it happens. But why? That’s another story | 





They didn't know why. Nor do we yet 


voured, even though they may cause later harm. To 
borrow a comparison from Leonard Hayflick, a cell 
biologist at the University of California, San Fran- 
cisco (ucsr), the body is rather like one of the Mars 
fly-by probes, but engineered to reproduce, not re- 
connoitre. Once the body's 
mission is accomplished, na- 
ture, like nasa, has little inter- 
est in what happens next. The 
reproductive  lifespans of 
members of a given species are 
probably thus optimised to 
match the time an individual 
of that species might expect to 
survive before being cut down 
by accident, predation or dis- 
ease. Physiological resources 
£o into reproduction, not pro- 
longing life thereafter. 

Humanity, however, has 
increasingly mastered such 
threats, raising its life expec- 
tancy to the point that most 
members of the species live 
well beyond their reproduc- 
tive period of life. Our old age, 
says Dr Hayflick, is an artefact 
of civilisation. 


Molecular mayhem 


Senescence then, according to 
this hypothesis, is not some 
self-destruct mechanism, en- 
coded by a specific “ageing” 
gene, which is suddenly 
switched on at a certain point 
in an organism’s life, in order, 
say, to keep population levels 
in check. But genes do play a 
role in the process. Studies that 
have been made of elderly 
identical and fraternal twins, 
for instance, suggest that 
roughly 35% of man’s longevity 
is due to genetic factors, the rest 
being attributable toa wide va- 
riety of environmental factors such as diet. 

How the genes concerned contribute to the hu- 
man ageing process is, as yet, unknown. But one of 
the great leaps forward in ageing research in the past 
decade has been the discovery in experimental ani- 
mals of genes that influence their lifespan. Labora- 
tories around the world are now filled with preter- 
naturally youthful, or prematurely old, yeast, | 
worms, fruit flies and mice created through genetic 
engineering. This tinkering has revealed a number of 
biochemical pathways which are involved in the 
ageing process in such animals. 

For example, among roundworms (C. elegans, as 





scientists know the creature), those that have had one 


of their genes called daf-2 tweaked in the laboratory P 
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Believe in that, you'll believe anything 


are also friskier in their old age. The gene in question 

is known to encode a protein involved in a hormonal 

system which, among other things, helps cells resist 
| “oxidative stress"—theonslaughtof some nasty mol- 
| ecules known as "free radicals". Similarly, the lifes- 
| pan of mice can be lengthened by almost a third 

through genetic tinkering that blocks their produc- 
| tion of a protein called рев", and so makes them 
| better able to resist oxidative damage. 

Free radicals are produced continuously as cells 

| goabout their daily business, and are churned outen 
masse when cells come under stress. But the body 
has a suite of powerful enzymes which act as molec- 
ular police to keep these radicals in check. When they 
doget out of control, free radicals can cause thesort of 
damage characteristic of ageing cells, including bro- 
ken DNA and misformed proteins. 

One of the most persuasive links between oxida- 
tive damage and ageing is the injury that free radicals 
dototelomeres. Telomeres are the bits of DNA that are 
found at the end of chromosomes. Many cells spend 
their lives dividing, and with each division their te- 
lomeres become a little shorter. Eventually the cells 
reach their “Hayflick limit", discovered by Dr Hay- 
flick in the 1960s, at which point they stop dividing, 
go quiet for a while and then die. The telomere, we 
now know, acts as a sort of molecular clock, allowing 

| acell to keep track of divisions and hence of its lifes- 
pan. Butsome cells, such as cancerous ones, keep go- 
ing on and on. They produce an enzyme called te- 
| lomerase that keeps their telomeres up to scratch as 
free radicals break them down. So the cells never 
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biotechnology firm at Menlo Park, California, ate | 


- reduces the production of free radicals. One can 





Calvin Harley and his researchers at Geron, a 


trying to genetically engineer bits of telomerase into 
cells that have stopped dividing, toget them to restart 
the process and reset their clocks. The firm is careful 
to рош out that this is not a wholesale anti-ageing 
therapy, but rather (it hopes) a 
new way of tackling degenera- 
tive diseases that may afflict 
both young and old, such as dia- 
7 betes,in which certain cells have 
ceased to function. Geron hopes 
one day.to find drugs that might 
¿directly stimulate telomerase 
production in humans. 

Meanwhile, millions of peo- 
ple will go on dosing themselves 
with “anti-oxidants” such as vi- 
tamin A, in the hope of keeping 
age at bay. Largely in vain: com- 
pounds like these are absorbed 
and distributed through the body in such a way that 
they havelittle impacton individual cells. 

What does appear to work, at least in mice and 
monkeys, is to reduce their caloric intake by atleast a 
third. This seems to boost their lifespan by up to 50%, 
and make them less liable to neurological disorders. 
But how? Work by Mark Mattson and his colleagues 
at the National Institute on Ageing in Baltimore, 
Maryland, suggests that cutting back on the calories 





e, little one 


hardly set out to starve humans, but the researchers 
are working on small molecules that might be able to 
mimic the effect: they are studying rats to see if one 
promising compound, 2-deoxy-p-glucose, will 
lengthen the animals’ lifespan. 


Hopeand experience 


There is great hope amongst biologists that new sci- 
ence will fulfil. the age-old dream of prolonging 
youth. Cynthia Kenyon, a worm specialist at UCSF, is 
optimistic that genetic experiments in other organ- 
isms can point the way to the underlying determi- 
nants of ageing, not just in flyirig or furry creatures 
but in humans as well. She is one of a new wave of 
developmental biologists who have rejuvenated the 
sluggish field of ageing research. Their new tools and 
fresh ideas, taken from the worlds of molecular biol- 
ogy and genomics, give them confidence that “ageing 
isa disease thatcan be cured, or at least postponed.” 
Dr Hayflick, today the grand old man of ger- 
ontology, is less sanguine. He reckons that the genetic 
pathways so far revealed in experimental organisms 
may tell us about processes in early development, 
whose pleasing side-effect is longer life, but not so 
much about what happens in the body as itap- 
proaches the end of its lifespan. Nor is that insight 
likely tocome quickly, he says, given the way current 
biomedical research focuses on the symptoms of old 
age, such as stroke or heart disease, rather than the 
fundamental processes going on in cells that make 
them more vulnerable to such mishaps in the first 
place. Ageing is not a disease to be remedied, says Dr 
Hayflick, and those who strive to stave it off are dis- 
turbing a process as natural as the development of a 
child. Like any other walk of life, gerontology too has 
its generation gap. @ 
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BOOKS AND ARTS 


Books d the year 






Non-fiction | 
HITLER, 1936- 1945: NEMESIS. di [ап Kershaw. 


Norton; 1162 pages; $35. Allen Lane, The Pens: 


guin Press; £25 


-Don't be put off by the bulk. lan Kesha’ 
magnum opus is an indispensable guide to the 
Nazi regime and its monstrous, petty ruler. 


A LIFE IN THE 20TH CENTURY: INNOCENT BE- 
GINNINGS, 1917-1950. By Arthur Schlesinger 
Jr. Houghton Mifflin; 557 pages; $28.95 


Anelegantly simple autobiography that skil- 
fully interweaves the personal and the his- 
torical. If the contemplated second volume 
matches the first, this will be half of the 
American intellectual autobiography of the 
20th century. 


CAN JAPAN Compete? By Michael E. Porter, 
Hirotaka Takeuchi апа Mariko Sakakibara: 
Perseus Books; 224 pages; $27.50. Macmillan; 
£18.99 

Japan’s industrial policy in the last 30 years 
has been an abject failure, with the govern- 
ment harming virtually every industry it 
touched. This short, powerful book, бу а 
noted Harvard economist and two Japanese 
collaborators, shows how success occurred 
despite the government, not because of it. 
Thesolution? More competition. 
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Our reviewers offer their thoughts on the finest books of 2000 


DEMOCRACY IN EUROPE. By Larry Siedentop. . 


Allen Lane, The Penguin Press; 272 pages; 
£18.99. (To be published in America in Apri 
2001 by Columbia University Press) 


text of the continent's constitutional and po- 
litical history, this analysis is timely, interest 
ing and, ultimately, important. 

BOWLING ALONE: THE COLLAPSE AND RE- 
VIVAL OF AMERICAN COMMUNITY. By Robert 


Putnam. Simon & Schuster; 540 pages; $26 


and £17.99 (To be published in Britain in 
March 2001 by Simon & Schuster) 


Americans are drifting away from almost - 


every form of voluntary association, from 
church to political party to trade unions to 


sports clubs. Why this dissipation of social 


capital? Robert Putnam subjects his. wide- 


ranging data to the full rigour of Harvard so- 


cial science. A notable achievement. 


TELECOSM: How 
WILL REVOLUTIONISE OUR WORLD, Ву 
George Gilder. Free Press; 351 pages; $26 


this is a book that will change the way you 
think about the near future. 


POWER AND PROSPERITY: OUTGROWING 
COMMUNIST AND CAPITALIST DICTATOR- 
sHiPs. By Mancur Olson. Basic Books; 272 


pages; $18 


The last work of a brilliant and wonderfully 
original scholar of political economy, who 
died before the book was published. It ex- 
plains why democracy nurtures prosperity 
better than tyranny, and why tyranny is bet- 
ter than no government at all. Olson pub- 
lished sparingly during his career, but never 
wasted a word. This is his most accessible 
book, written with great wit and verve, but it 
is no less deep for that. 


IRRATIONAL EXUBERANCE. By Robert J. 
Shiller. Princeton University Press; 312 pages; 
$27.95 and £17.50 


This study of stockmarket psychology, 


Asan effort to set discussion about the future 
of the European Union in the broader con= 


INFINITE BANDWIDTH: 


Deeply rooted in the physics and engineer- 
ing that are driving technological change, 






































nancial theory, is as timely as you coi 


_wish. It puts recent swings on Wall Str 


perspective, showing how financial marke: 


periodically detach themselves from 
` omic “fundamentals”, often with ala 


results. A modem classic of “serio 
nomics that demands to be read, an 
enjoyed, by the interested non-specialist 


JOHN MAYNARD. KEYNES: FIGHTING FOR 
BRITAIN, 1937-46. By Robert Skidelsky. Mac- 
millan; 580 pages; £25 

The third and final volume of Lord Skidel- 
sky’s remarkable biography. The author, 


“historian. not an economist, is nonetl 


sound and clear on the great man's есот 
omic thought (and on "Keynesian econom 
ics”, too, which is a different thing). Even fo 
non-economists, this volume, like its prede- 
cessors, is a joy, teeming with fascin ati 


wide dele, all set in proper historical c 
: A model of theartof biography. i 


THE LETTERS OF KINGSLEY AMIS. 
Zachary Leader. HarperCollins; í 
£24.99. (To be published in. America 
2001 by Talk Miramax Baoks) 


One would not commend Kingsley Amis’s. 
letters to anyone who had no taste for vulg: 
word play—nor to maiden aunts, по 
members of the Labour Party. But anyon 
else will find them hard to leave alonê. 


HOMAGE TO САГА. By James Lovelock. Ox 
ford University Press; 416 pages: $13.95 and 
£19.99 : 
Thirty years before cyberpunk science-fic 
tion authors started mixing low-life ; 
high-tech, James Lovelock was bring 
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` Wave equipment bought second-hand in 


* "London's red-light district. His memoirs 
“combine fascinating recollections of what 
science was like in its mid-2oth-century hey- 
day with a life's worth of practical and moral 
lessons on how a scientist should think and 
act. 
THe Barrie. By Richard Overy. Penguin 
+ Books; 192 pages; £4.99 
© This tiny paperback, published to coincide 
‘with the 6oth anniversary of the Battle of 
Britain, is a brilliant dissection that exposes 
many of the myths about this crucial epi- 
sode of the second world war. 
“One GOOD Turn: A NATURAL History OF 
СОТНЕ SCREWDRIVER AND THE SCREW. By 
_ Witold Rybczynski. Scribner; i76 pages; $22. 
v Simon & Schuster; £9.99 
For such an apparently dull subject, Witold 
Rybezynski’s brief history is a charming 
work that gracefully threads its way back to 
the origins of precision manufacturing and, 
in the process, the origins of the modern 
world. 








KARL POPPER: THE FORMATIVE YEARS, 1902- 
` 1945. By Malachi Haim Hacohen. Cambridge 
University Press; 664 pages; $54.95 and £35 
‘Karl Popper was not always forthcoming 
about his early life and his early intellectual 
|. trajectory may surprise some of his admirers. 
_ But the real hero of this book is the long-lost 
intellectual milieu of Vienna in the 1920s and 
1930s that did so much to shape him. 











PRINCE OF PRINCES: THE LIFE OF POTEMKIN. 
- By Simon Sebag Montefiore, Weidenfeld & 

Nicolson; 650 pages; £25 

Grigory Potemkin was Catherine the Great's 

lover and, for more than 20 years, the power 

behind the Russian throne. Theirs was one of 

the great love stories of history, in a league 





with аро eon and Josephine or Antony 
and Cleopatra, A racy biography that mixes 
thorough scholarship with an easy style. 








THE CATHOLICS OF ULSTER: A History. By 
Marianne Elliott. Basic Books; 650 pages; $35 
(to be published in America in February 2001). 
Allen Lane, The Penguin Press; £25 

Marianne Elliott challenges the myths of Ul- 
ster’s Catholics while also trying to explain 
the social and political defeats and humilia- 
tions that have sustained them. A sincere at- 
tempt to explain the community's character 
and mentality, not only to the outsider, but 
also to itself. 


FREDERICK THE GREAT. By David Fraser. Al- 
len Lane, The Penguin Press; 720 pages; £25 
(£10.99 paperback) 
Frederick was a polymath: ruler, soldier, 
poet, philosopher, musician, prolific 
correspondent and much else besides. A 
knowledge of European history requires a 
knowledge of Frederick, just as a knowledge 
of European music requires a knowledge of 
JS. Bach—who, naturally, visited the great 
man at Potsdam. 
PRAGUE 1900: POETRY AND Ecstasy. Edited 
by Edwin Becker, Roman Prahl and Petr Wil- 
lich. Van Gogh Museum, Amsterdam; 224 
pages; 85 guilders. (Distributed in Britain by 
Reaktort Books; £35) 


In 1800, Prague was German-speaking and 
provincial. By 1900, it was solidly Czech and 
suddenly industrial. This richly illustrated 
collection of essays, following on from simi- 
lar studies of Glasgow and Vienna, captures 
the blossoming of the Czech-speaking art 
world in fin-de-siécle Prague, beginning 
with the opening of the Bohemian national 
theatre in.1881 and ending in 1915 with the un- 
veiling of Ladislav Saloun’s bold statue of Jan 
Hus, a Protestant national hero. 


IRELAND AND EMPIRE: COLONIAL LEGACIES 
IN IRISH History AND CULTURE. By Stephen 
Howe. Oxford University Press; 342 pages; $42 
and £25 


Ata time when "identity" and "heritage" are 
so celebrated, and when the search is on for 
the constitutional elements of a new “multi- 
culturalism" in Britain, it is salutary to see 
these ideas subject to sceptical engagement. 
Jonathan Swift, a dean of St Patrick's cathe- 
dralin Dublin, could nothave done better. 


THE EPHEMERAL MUSEUM: OLD MASTER 
PAINTINGS AND THE RISE OF THE ART EXHI- 
BITION. By Francis Haskell. Yale University 
Press; 200 pages; $25 and $16.95 

Scholarly in approach, sceptical in tone and 
polemical in intent, this is a forceful and en- 
tertaining survey of how blockbuster exhi- 
bitions are upstaging the traditional role of 
museums by a highly respected art historian 
who died earlier this year. 


LONDON: THE BiocRAPHY. By Peter Ackroyd. 
Chatto & Windus; 846 pages; £25. (To be pub- 
lished in America in Autumn 2001 by Double- 
day) 

Peter Ackroyd’s obsession with the mythol- 
ogy of London has long been apparent from 
his novels and biographies. In this sweeping 
and idiosyncratic social history, he is finally 
able to give it full expression, likening his fa- 
vourite city, among other images, to “а vast 
zoo in which all the cages have been un- 
locked.” 


ALAN CLARK DIARIES: INTO POLITICS: THE 
LONG-AWAITED EARLY YEARS. Edited by lon 
Trewin. Weidenfeld & Nicolson; 452 pages; 
£20 

He may have been a cad, a bounder and a 
terrible snob, but that is the essential ar- 
moury of a diarist. And the second volume 
of Alan Clark's diaries is easily as wickedly 
indiscreet and entertaining as the first. 


THE House or Gucci. By Sara Gay Forden. 
William Morrow; 351 pages; $26 and £18.99 
Like that other great Florentine family, the 
Medicis, the Guccis produced great beauty 
and great soap opera. This is a.rare treat: an 
authoritative business book thatis also a rol- 
licking good read. 


A COMMON HUMANITY: THINKING ABOUT 
Love AND TRUTH AND Justice. By Raimond 
Сайа. Routledge; 328 pages; $27.95 and £17.99 
An exploration of how people make moral 
and ethical judgments by a controversial 
Australian moral: philosopher. Raimond 
Gaita’s insights are original and his prose is 
as eloquent as itis affecting. 


INTHE FOOTSTEPS OF Mr Kurtz: LIVING ON 
THE BRINK OF DISASTER IN THE CONGO. By 
Michela Wrong. Fourth Estate; -324 pages; 
#1399 

Аса party hosted by one:of Mobutu Sese 
Seko's crooked lieutenants, Michela Wrong 
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ink champagne 
rew the contents 
t the liquid had 
account of how 

ed Zaire (now 


failed to drain her glass o 
swiftly enough. The hos 
over the balcony, tutti 
lost its fizz. A spellbind 
the late President Mobutu 
Congo) and lost his own fizz 


FATHER AND Í, By Car 
405 pages; £16:99 
*You cannot chang 
thor in this mo though memorable, 
memoir about а father who was a 
fierce and unredeemed Irish Stalinist disci- 
plinarian, "but ith understanding you can 
sometimes draw the poison out of it." 


BELLOW: A BIOGRAPHY. By James Atlas. Ran- 
dom House; 608 pages; 935. Faber and Faber; 
£25 


past," says the au- 


James Atlas salutes Saul Bellow's talent, but. 


hehassomedoubts about the relentless mix- 


manifold pleasures of Mr 
life, from the bustling immi 


New York, make for an engrossing read. 


DEAR Tow. By Tom Courtenay. Doubled | 


304 pages; £1699 


A moving account of the actors joumey _ 


from Hull’s fish docks to the London stage, 


including treasured letters from his mother 
whose own creative promise was stifled by ` 
her background. The strongest elements are. 
the descriptions of working-class lifeand the 


tender portrayal of maternal and filial love. 


ERROL FLYNN: SATAN’S ANGEL. By David Bret. 
Robson Books; 273 pages; £17.95 

David Bret fills in the bits the star left out of 
his autobiography—his anti-Semitism, bi- 
sexuality, serial rape charges, multiple vp in- 
fections and possible spying activities. Sor- 
did certainly, but a compelling page turner. 
LUSTGARTEN, PREUSSEN. By Volker Braun. 
Suhrkamp; 182 pages; DM15.90 

The best introduction to Volker Braun, an 
eastern German poet who won the Buchner 
prize earlier this year, and whose richest po- 
etry is filled with rage,griefanda determined 
hope in the face of history in the making. 





Fiction 

HARRY POTTER AND THE GOBLET OF FIRE. By 
JK. Rowling. Arthur A. Levine; 734 pages; 
$2595. Bloomsbury; £14.99 

Stephen Fry reported that he had more fun 
than a single human being could ever de- 
serve when he recorded the audio version of 
Harry Potter. "Like swimming in chocolate." 

Jump in, and try it for yourself. 


La Fresta DEL Curvo. By Mario Vargas Llosa. 
Alfaguara, Madrid; 518 pages; 3,200 pesetas. 
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ture of concupiscence and creativity. The. 

ellow's energetic | 
rantneighbour- ^. 
hoods of Chicago to the glitterati of post-war 


children, is probably her best. 


Set against the 1961 conspiracy to murder ` 


General Trujillo, who had ruled the Domin- 
ican Republic as a dictator since 1930, Mario 
Vargas Llosa's new novel resonates with all 
the machismo, populism, terror and corrup- 
tion one has come to associate with his home 
nation, Peru, but which exists in much of the 
rest of Latin America as well. 


WHITE TEETH. By Zadie Smith. Random 
House; 448 pages; $24.95. Hamish Hamilton; 
£12.99 

Zadie Smith knows how to write, to plotand 
to draw character—and she's brilliantly 
sharp and funny as well. A novel on a big 
historical and social scale, and a reminder 
thatblack and brown is as British as white. 


#1699 
























BOOK ; 
bourgeoisie A comedy ofm nn 
wonderful read. 


HANNIE BENNETT. By Kerry Hard: 
Collins; 288 pages; £16.99 . 

A masterly work by one of Ireland's mostt 
ented poets that succeeds in making as 

ingly unlikeable character—a middle-ag 
thrice-married, chain-smoking man-huntei 
witha creepy and vicious teenageson--both | 
vulnerable and appealing. | 


WHEN WE WERE ORPHANS. By Kazuo ishi- 
guro. Knopf; 336 pages; $25. Faber and Faber 


Kazuo Ishiguro is a master at revealing. d 
more about a character than that: character 
understands. And the aimost overly fo 1 


_ prose is a perfect medium for the sense o 
_ foreignness and self-consciousness. that the 
$ author evokes. 


ADIEU, MON Unigus. By Antoine Audouard 
|. Gallimard; 392 pages; FFrizo 
"The medieval love affair between Eloise and 
| Abelard, a leading scholar of 12th-century 
.. Europe, was a meeting—and а clashing—-of 
. mindsandsoulsas well as bodies and hearts. 
< Antoine Audouard infuses this famous tale 
апа its tragic end with as much sensuality 


ands mystery asany writer who has tackled i 









HATTERED. ‘By: Dick Francis. Putnam. 
pages; $25.95, Michael Joseph; #1699 
An odd choice? No, a return to form in hi 


... 8oth year and his 41st book by a tough, hu- 
. mane and versatile ex-jockey and yarntelle 


£16.99 
Joanna Trollope’s novels may not soar but, 


within their range, they are a delight; often 


funny, always discerning, excellently writ- 
ten. Her latest, observing the family ripsand 


tears when a courtly old judge decides to di-.. ; 


vorce his exasperating wife and marry a bar- 
rister not all that much older than his grand- 


ENGLISH. PASSENGERS. By Matthew Kneale. 
Doubleday: 448 pages; $25. Hamish Hamil~ 
ton; £15.99 

This big, bold adventure story about a 19th- 
century voyage to Tasmania to discover the 
Garden of Eden is not only riveting, but 
richly informative about the transportation 
years and—the icing on the cake—surpris- 
ingly funny. 

Le MARIAGE. By Diane Johnson. EP.Dutton; 
322 pages; $23.95. Chatto Windus; £16.99 


For an American who spends only half her 
time in Paris, Diane Johnson has a wonder- 
fully acute understanding of French life and, 
especially, of society in the Parisian haute- 


- imard;167 pages: FFro4 























} whose heroes combine courage, toughnes: 
MARRYING THE Mistress. By Joanna Trol: е, toughn 


lope. Viking; 293 pages; $23.95. Bones 


anda surprising vulnerability. 


2 THEHUMAN STAIN.By Philip Roth. Hought 
- Mifflin; 368 pages; $27. Jonathan Cape; £16. 


Set in 1998, at the. height of the Clinton b 


Lewinsky hysteria, this is Philip R 


book for several years. On one level it attacks 


the straw man of political correctness, but t 
greatness lies in its insight into human 
isolation. 


TERRASSE A ROME. By Pascal оше Gal 


A beautiful tale about artistic creation and 
love set in the 17th century from the winner | 
of the Grand Prix du Reman de l'Académie 

Francaise. 


Vintage; 320 pages; $13. Harvill; £15 
Raymond Carver, who died in 1988, is nov 
widely (and justly) recognised as one of 
America's greatest short-story writers. Hi: 
spare, seemingly inconsequential narratives 
pack a tremendous emotional wallop, and 

hissilences speak volumes. | 
euet ia = 








| BOOKSANDARIS — — 
Children's Hollywood 


Happy holidays 


66” THANK goodness for kids,” you can al- 
most hear the studio bosses sigh. To 
counteract its recent box-office distress 
(charted in these pages on November 18th), 
Hollywood took a low-risk punt on three 
. high-profile children's movies to carry the 
holiday season, which begins with the 
77 Thanksgiving weekend. The result was aston- 
ishing. Opening weekend box-office takings 
amounted to a colossal $236.3m. At the top of 
theheapis "How the Grinch Stole Christmas", 
whose $55.1m opening weekend approaches 


|Whatthekidsarereading — 


| 
| MAGINATION is something children 
| Д have in glorious abundance. And they 
| like their books to be full of imagination 
too—funny, colourful, off-the-wall. As 
| consumers, though, children have all the 
imagination of lemmings. Herd instinct 
takesover. Change is stubbornly resisted. 
Many of these books have been best- 
sellers for half a century or more. In the 
American lists, there's a "Treasury" volume 
of best-loved tales, several Dr Seuss titles, 
and the requisite couple of "Eloise" books. 
In Britain, it's annuals galore, from Barbie 
to Beano to Bob the Builder. “How the 








the record set for a children’s 
movie by last year's “Toy 
Story 2". Yet neither of this 
year’s sequels, “102 Dalma- 





tions” and “Rugrats in Paris”, 
has done nearly so well as its 
predecessor. 

Nevertheless, each of 
these three new films ap- 
peals across the generations 
with a slick blend of fun, sen- 











timent, pop-culture refer- 
ences and satire. “Grinch” rails against holi- 
day greed while winking at product plug-ins 
(Grinch Oreos are the flavour of the month); 
“102 Dalmatians” features fur-wearing vil- 
lains and delights its animal loving audi- 


ences with a parade of adorable puppies 

"101" led to a wave of Dalmatian adoptions, 
which was soon followed by a backwash of 
abandoned pups). 


PATES EEPE Se ae D E E IC mE IA eL eMe cc ec c | 





Grinch Stole Christmas" has 
been adopted by British chil- 
dren, reflecting the popularity of 
the new film version (see table 
above). 

Breaking into the monolithic 
children's book market is a for- 
midable task. J.K. Rowling has 
done so triumphantly with her 
Harry Potter series, which has 
enchanted readers of all ages for the past 
three years. Pre-publication sales of the 
next instalment already guarantee its posi- 
tion at the topofthe bestseller lists. 





A number of interesting ti- | 
tles stand out among the cur- | 
rent array of old and new clas- | 
sics. Philip Pullman's “His Dark | 
Materials” series continues to 
sell well in Britain despite stiff 
competition. Jacqueline Wilson 
tackles tricky areas of experi- 
ence such as death and inde- 
pendence in an intelligent way 
for young readers. A notable in- 
clusion in the American lists is 
“The Birchbark House”, written 
and illustrated by Louise Erdrich, already 
an acclaimed novelist for grown-ups. No- 
body said imagination precludes serious- 
ness іп children's fiction. 
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| ттт my CHRISTMAS PRIZE 
ге together? (7355) CROSSWORD _ 


d youth meet 
this Christmas 





senders their choice « ; 

ОЁ: (а) а fou ame, leather-bound 1816 
edition of Boswell's life of Dr Johnson; or 
(b) PlayStation 2. The solution, and names 

of the winners, will appearin ourissue of 
January 2oth. Solutions can be sent. by : 
post, fax, e-mail or via a form on the free 
section ofour websi te 


; Entries—plus your name, postal 
- | address and choice of prize—to: 
Crossword, The Economist, 25 St James's 
Street, London SW1A 1HG; Britain 

or by fax: (44) 20 7839 2968 

ore-mail: crossword@economistcom 
or website: www.economist.com 















ACROSS 19 Bank favoured by young — upset for Olympic cup- 14 jetredat ud base (9 ) 
ilmmortalhit? Not mixed rebels as site for arms holder(8) 
by us (8) surrender (9) DOWN 
т Neat as young love (4) 21 Non-durable fabric in a First; though not often 
10 Fasten twice for shirt- Shakespeare’s age (5) among more than two(7) . battered. beach-head (3-6) 
front adornment (6) 24 Write firstletter tofree 3Partwithshortstroke,asin 18 Particular pieces tobe 
11Finalin November—one  relative?(6) ` `. -rowing-boat(9) “replaced before light aircraft 

| team'sin trouble (8) 25Medicandinstrument . 4 Andeighty-sixontop(6) starts up(@) . 
12 Through itone can draw ۰ maker as well? To many, 5,16ünd 25 Spiritof roman 20 Head transplant to 
troublemaker into religious. that's astonishing (8) tic's turmoil in part sound? | | 
measure (4-4) 8 26 Woman ina train, victim. М№о, sodoctorcalled(53,5) ^ 22 Pair dan embracing | 
13 Unskilled malein `- of novel fashion (8) . 6 Old queen’s fancy ani- | 
work? (6) 27 On the surface, the state's mal—anda pest (8) 7723 Clueless doctor? Far | 
14 Dim,butbornaking(s)  gotnofattospare (6) 8 Like Grace, a source of боті, butbad at | 
15Old-timedancestepfor 28 Toldoffblockhead(a) — wonder (7) diagnosis (6) | 
partner (7,2) 29Unknowninend-game . 9There'snosuch meal(4,5) 25 see5 — | 


a Rc dare | du t какына ори ыны Dear ome c MAE 
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HERE is nothing particularly 

new about women playing 
chess. Queen Victoria enjoyed a 
gentle game. Shakespeare has Mi- 
randa playing chess in “The Tem- 
pest". What Gisela Gresser did 
was bring a competitive edge to 
the women's game. She played to 
win, which, as the world knows, 
is the American style in life. Not 
only was she beating women but, 
goodness, she was blasting men 
off the chessboard. In the 1950s 
she became the first American 
woman to achieve a master’s rat- 
ing. Since then, there have been 
many female masters, and in- 
deed grandmasters. But it was 
Mrs Gresser who did as much as 
anyone to show the way. As in 
many American activities, chess 
has its own “hall of fame”. In 1992 
Mrs Gresser became the first 
woman to be made a member. 
Her citation noted that before her 
success women had shown abil- 
ity in chess only “in an unofficial 
sort of way”. Mrs Gresser proved 
that women could “stand the rig- 
ours of a serious event”. 

It cannot be said that men 
have given a gracious welcome to 
female players. Some are suspi- 
cious that this growing interest in 
chess is a symptom of the inde- 
pendent spirit that marks the 
women’s movement in general. 
Bobby Fischer, a former world 
champion, said that women 
should not play chess. They were 
“weak and stupid compared to men". Reuben Fine, another out- 
standing American player, said in his book “The Psychology of the 
Chess Player” that it was a game between men that “touches upon 
the conflicts surrounding aggression, homosexuality, masturba- 
tion and narcissism”. Clearly, not the sort of activity that ladies 
should get involved with. 

There is indeed aggression involved in chess, as anyone soon 
becomes aware of, watching a match between top-class players. A 
chessboard is a battleground, but as Mrs Gresser pointed out, it is, 
atone level, a battle between the sexes, in which the female has an 
advantage. The queen is the most powerful piece on the board, a 
regular dominatrix. The king can hardly move, has to hide during 
most of the game, and is doomed from the start. Itis surprising that 
chess has not fallen foul of the censors. 


9, 


Ona liner from France 

| Gisela Gresser came to chess in her 30s, late for someone who 
turned out to be a prodigy. Future chess stars tend to move their 
first pawns as children. The story goes that Mrs Gresser was on a 
liner travelling from France to New York before the second world 
war. She was bored with the sea, and was grateful when a fellow 
passenger taught her the rudiments of the game. There is a curious 
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| OBITUARY | 
Gisela Gresser 





Gisela Khan Gresser, American chess 
queen, died on December 4th, aged 94 





parallel with this story and that of 
“The Royal Game”, by Stefan 
Zweig, perhaps the best chess tale 
ever written. Like Zweig’s hero, 
Mrs Gresser became obsessed 
with chess after her accidental 
encounter with the game. She 
made space in her life as a law- 
yer's wife and mother of two chil- 
dren. She read books about chess 
and becamea regular spectator at 
tournaments. In 1940 Mrs Gresser 
competed in the American 
women’s chess championship. 
Between 1944 and 1969 she won 
the championship nine times, 
and represented the United States 
abroad on many occasions, play- 
ing against men as well as 
women. She was playing compet- 
itive chess into her 805. One of her 
last appearances was at a tourna- 
ment in Italy, where she was the 
only woman who had been in- 
vited to play. 

One of her party pieces was to 
play against several dozen people 
simultaneously. Many top play- 
ers do this, and tend to win or 
draw all the games because the 
competitors are usually ama- 
teurs. All the same, it is a test of 
memory to hold all those games 
in your head and not make a mis- 
take that your opponent would 
happily seize on. Mrs Gresser was 
sometimes asked if she was clever 
at maths or music, skills that 
sometimes go with chess. Her fa- 
ther had been an architect and 
engineer, so there may have been some mathematics in her genes. 

She was brought up in a scholarly-minded home and started 
learning Greek at five. She could read the Greek classics in the origi- 
nal, and that ability probably honed her memory. As for music, 
well she played the flute. And as in chess, Gisela Gresser de- 
veloped late, taking up the instrument in her 40s. She was good 
enough to play in public concerts in New York. The family had 
originally emigrated to America from Hungary, a country that has 
produced many great chess players, most recently the Polgar sis- 
ters, Zsuzsa, Zsofia and Judit, grandmasters all, so, who knows, 
perhaps there was something in the Central European air? Hun- 
gary, Ukraine and China have almost as many women chess- | 
players as men. 

Like the Polgars, Mrs Gresser tried to match her skills against 
men wherever possible. If you believed that women were not in- 
ferior to men at chess, it was sensible to take them on. Some 
women want all-female chess tournaments to be ended, although 
others do not want to face a brutal male while still developing their 
skills. Judit Polgar, who is only 23, has won games against many 
male stars and could, it is thought, mature to become world cham- 
pion. Gisela Gresser never entertained such ambitions. Hers was 
more of a brilliant opening game. 
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The inevitable hour Be A LAST WORD 










: Young or old, dea 
can help it—and 






Study the gravestones around al- 
most any. church, or 


soon see. how true it is. Yet how 
honest, in contrast, they are about 
mortality itself. 

The commonest of all grave- 
yard sentiments, for centuries un- 
til about 1850, was some variant of 
this memento mort: 


So runs the memorial brass of 
Ioane Day in the splendid flint- 
walled church of Clavering, Essex. 
It dates from 1593. Still earlier may 
be a stone—oddly, with no name 
or date—at Stanwick, in North- 
amptonshire, that puts it thus: 


Jump to 1751 at Keele, in Staf- 
fordshire, where the gravestone of 
John Rowley urges 


| „Waita while and [you ul follow me | 


That waming to the young, 
that death can snatch even them, 
also is acommonplace, expressing 
a reality grimly familiar to our an- 
cestors; as on William. Hopkins's 
stone at Swalcliffe, Oxfordshire, 
from the 16705—- 

` O youth EA 1 

‘Noe time delay | 

1а ту prime | 
e fas tane away 





—though, ШОШ, he- was al- 
| ready 35, middle age for that per- 
iod. The gravestones of British In- 
dia, now mostly crumbling fast 
but some of them recorded in 

Theon Wilkinson’s “Two Mon- 
'sóons" (the typical lifespan of Brit- 
ish settlers there) offer many, often 





aits us all, and the epitaph-writer knows it. But not oblivion, if he | 
efforts are worth recording, half-truths though they mostly аге 


the memorials side, and you will. 















poignant, examples in this vein. Etcetera. Yet even this, maybe be- 
The deaths of the young have re | 
perplexed the writers of epitaphs 
as they have ‘theologians. Just 
what was the Almighty up to? The 
resigned: acceptance of Job is a period). Especial y from 1750 to 
common response,asonthestone about 1830, the nobs delighted in 
of a Hampshire wife, Eleanor wordy and pompoustributes,bad |. 
Boye iedi f : enough when (as quite often) they 
dum | ^. are in Latin, insufferably over- | 
blown in the latinate English em- 
| ployed to ape it. Academics too | 
"^ were given to this excess, as many 
„A century earlier, in 1689, the an Oxford or Cambridge chapel |. 
kin of young Ralph Baldwyn, who | shows. Even the young of these 
died at Ashwell, Hertfordshire, classes, it seems, displayed the: 
aged 18, took astill braver line promise of an Einstein and the pi- 
ety of a pope, till untimely death 
carried them off. 

How much more persuasive— 
though maybe no more true—is 
B е the plain English ofa tablet at Kid- 
Praise and pomposity derminster, recording Lady Mary 

So from general lesson to individ- Yate, who died in 1696, having 
ual praise. Even the youngest get 
their share (and, bunkum or not, 
moving it often is); like Sarah 
Eames, buried in 1827 at Edenhall, 
inC mbria tth ageof - 































The humblest adult could be At Lacock, in Wiltshire, Lady 
credited with family virtues. The Ursula Baynard, who died in 1623, 
о куы, is praised in words that are almost 

| | assimple: 












is paralleled, in el е ol the 
time, on countless stones of the 
past 250 years. Fortitude too is 
much in evidence, often in some 
variantof this: 


(And ease us fromo our pain. 






The gentry went much further 
in eulogy and language alike. Of RR EEE 
Thomas Lewis, of Old Radnor, in Youcan believe it; perhaps be- 
the Welsh Marches, a member of cause the language is early and 
Parliament for 30 years in the plain—not that the 17th century | 
reigns of the Georges 1 and п, we was free of over-elaborate Eng- | 
read that lish—perhaps too because the vir- 

RM I T tues of women, being domestic, 
idéementwhich. not public, simply read truer than 
oo the grandiloquent puff that the 
18th century gave to the deeds (or 
titles or sinecures) of their hus- 
bands. Yet surely better still is the 














ut structive 
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.  , AND FOR f 
LAST WORD 











ried in nearby Bradford-on-Avon 
in 1601, 


F 
L 
| 


Of that of Mary Garde: buried 
in 1794 at Rogate, in Sussex: 





d Edward Bawn, buried in 1796 
at Stoke Gifford, near Bristol, is 
honoured simply as 








| 

| Likewise, for all his social status, 
John Derby, who died in 1736 at 

| Cerne Abbas, in Dorset: 

| 

| 


He was buried inside his church; 
a privilege, as many memorials 
show, allowed to parish priests 
long after all but the grandest of 
their flock had to be content to lie 
with others in the common earth 
(very common indeed in Derby's 
parish, watched by the Cerne Ab- 
bas giant, cut in the turf, huge and 
| hugely priapic, on a hillside facing 
| thechurch). 
| Another priest is curiously re- 
corded at Middleton, a hamlet in 
r the Welsh Marches. Its tiny church 
| is full of fine wood-carving by 
| some Victorian vicar. That is true 
| of surprisingly many churches; in- 
| deed at nearby Llanyblodwel, the 
| 
| 
| 





entire church, with its unique 
cone-shaped hexagonal spire was 
designed by its Victorian incum- 
bent. Yet at Middleton what's no- 
table is not just thé carving. Look 
closely at the boarded side of the 
organ, and. you will find. these 
words, pricked crudely into the 
wood, perhaps with a nail: 





The о organ me came from 
elsewhere: no Lloyd was in charge 
of Middleton around that time. 
Whoever he was, hereisa true me- 
motialtoa pastor surely worthy of 
one. GIRS d 
Yetis even such modest praise 
toomuch? The stone of John Price, 
| who'd died in 1763 at nearby Bish- 


1300.0. 


simple epitaph of Anne Long, bu- 











0 sCastle, reads simply: 









Well, yes. But itis clear that the late 
Mt Price's kin were well aware of 
his good name; and wished the 
passer-by to be so too. And, for all 
its length and excess, can you re- 
sist this appeal, from Dorchester 
Abbey, near Oxford? 


Sarah Fletcher was 29 when she 
died in 1799. 


Thesincerity of doggerel 

It is unfair to judge the language of 
the past by today's standards. 
What seems to us the doggerel of 
any modern cemetery may seem 
well said, or at least quaint, to 
those who read it (acid rain per- 
mitting, which is unlikely) in two 
centuries' time. The graveyard at 
Chirbury in the Marches—the 
poet George Herbert was vicar 
there in the early 1600s—abounds 
in igth-century rhyming epitaphs. 
Doggerel mostare; yet was the sin- 
cerest of Herbert's profound verse 
any more so than this husbandly 
tribute on the stone of Thomas 
Howels, who died in 1809? 





Maybe we. should not ask for 
splendour of language on a grave- 
stone, though it is often there, in 
biblical quotations. At times it is 
visibly being strained for: at Fern- 
dale, їп northern California, the 
land of the redwoods, lies Knud 
Hansen, laid to rest there in 1904, 





—a sonorous phrase of no obvious 
meaning whatever. Did. he go 








„probably composed by an edu- 


about axing anything he saw that | 
was tall and noble? Surely not. 






At times sonority seems al- 
most fortuitous, as at Newport, 
Essex, where Mary Cappin 1796 


was by the awful 





| 


тһе parish Siu: at C rewkerne, 
in Somerset, contains a fine 17th- 
century. memorial to Elisabeth 
Wyle (hence the first letter of each 
line), which opens: 










ил in | 
: heaven. | 
i 
| 





than my | 










It tails away, but thus. far how 
many poets have written better? 

Thomas Gray's heavy monu- 
ment at Stoke Poges, put up in 1799 
near the churchyard that he made 
famous, quotes the elegy he wrote 
there (and quotes it wrong): 








A few modern stones too bear 
striking verses. Yet what is one to 
make of the elegant 1990s memo- 
rial at Grantchester, near Cam- 
bridge, to Sydney. Cockerell, a 
most distinguished bookbinder, 
and his wife? The italic script is 
splendid; graveyard lettering has 
never been better than on the best 
stones today. But the wording? 
Round the top half of a circular 
stone plaque it reads: 





and round the bottom half 





Well, maybe it's profound. Or 
maybe not. 

Certainly most epitaph verse 
of earlier days, when it's not dog- 
бете, is middling» stuff at best, | 


cated amateur for the occasion; if 
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The same epitaph can be seen at 
Wem, Shropshire, many .miles 
away and 53 years later; and, with 
"forgot" for "begot", at Tresco, in 
the Scilly Isles. 

That "forgot" is. surely a mis- 
take. But the old stonecutters’ er- 
rors of wording are remarkably 





| few, given that many may һауе. 
been barely literate. They could: 
make curious errors of date; 


though. Durisdeer, a tiny hamlet 
in south-west Scotland, offers two 
surprises: within the unassuming 
kirk, the vastly grandiose, marble 
“Queensberry aisle” of memorials 
to the lords of that title; outside, a 

stone recording a death in 1846 on 
September 3ist, sic. At Adderbury, 
near Oxford, a brass records Jane 
Smyth who died in 1508 on Febru- 
ary 30th, no less. And in 1794 the 


vault at Leigh (presumably: East- 
leigh, in that county) wherein lay 
Mn Ellis, whowas- 


The teeth of time 


| Such trivia are the joys of the true 
epitaph-collector. These: . days, 
graveyards are taken seriously— 
not least by the Mormon church 
-~as a source of genealogical data, 
and much else. But the enthusiast 
is still what he was ã century ago; 
like today's trainspotters or the 
18th-century assembler of some 
"cabinet of curios", he collects for 
fun what is fun, and the more cu- 
rious the better. 

` . Time—wind and rain, that is, 

` lichen, moss and modern pollu- 
T'tion—are making this ever harder. 

pane Victorians lamented the 














Hampshire Chronicle described a 


“facetious epitaphs that disfigure 
so many of our graveyards”. The 
modermcollector would be happy 
if he could read them. Only 15 
years ago, in the neglected old St 
Pancras churchyard in London, 
you could read the stone, set up in 
18u, of 


By now he has become JOHN 
M---LS. His. neighbours the Mar- 


-quise de Tourville and the Vi- 


comtesse deSuffévent, relics of the 

French revolution maybe, who 

died in London around 1840, will 
- soon go the same way. 

In many a country church- 
yard; few pre-1800 stones of any 
interest are legible; epitaphs were 
usually carved more shallowly 
than the names of the dead. Not 
even granite defies erosion. Slate 
does better. At Colsterworth, in 
Lincolnshire, the home town of 


“Isaac Newton, the graveyard of St 


John the Baptist has many beauti- 
fully carved and well preserved 
slate gravestones, like that of The- 
ophilus Brooke, “ate schoolmaster 





| Rarely, the shelter of an old 
yew tree has fought off wind and 


- weather. Quite often half of a 
“stone is under ground. At Clive, in 


Shropshire, we know of Catharine 
‘Baker that she died in 1779 only 18 
months old: 


But how her parents' grief ran on 
wecanonly guess, short of digging 
down round the stone, which not 
even the keenest collector (unlike 
the desecrators known as "ar- 
chaeologists") may decently do. 
Some stones have been wom 
smooth, used long since to pave a 
churchyard path, as at Avington, 
near Winchester. Some these days 
lie piled up higgledy-piggledy—or 
even buried en masse, as at the 
glorious Strawberry Hill Gothic 
church of Shobdon, in Hereford- 
shire—by churchwardens tired of 
the modern costs of having the 
grass mowed round scores of 
stones in a well-filled graveyard. 




































Humour and humour 
Yet thereare still riches tobefound 
and—this is the joy of curio-col- 
lecting—each collector to his taste. 
Not that published “collections” 
are always what they claim: there 
is an often-cited Scottish epitaph | 


—but has anyone ever seen the 
original; and if so, in which of the 
several sites to which it is attrib= 
uted? Is one toacceptthe many ex- 
amples of laconic, graveyard hu- 
mour reported. from places: like 
Tombstone, in the: former. Wild 
West? The: inscriptions. may in- 
deed exist—butsince when? 
Typicalofan earlier humour is 
the stone found by a British entre- 
preneur, Richard Branson, in “an 
old military graveyard. їп Me- 
пока”. It honours Henry Cooper, 
cooper of the uss Delaware, who 


Similarly, at Berkeley, in Glouces- 
tershire, lies Thomas Peirce, га 





At Stockbridge, Hampshire, 
the passing in18020f John Buckett, 
“many years landlord of the Kings 
Head inn,” is recorded thus: 
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“tious humour that upset po-faced 
: Victorians; try this; formerly to be 
found—it vanished long ago—at 
Church Stretton, in Shropshire: 










~The same churchyard has a 
still odder epitaph, for Ann Cook, 
E whodiedi in B 





Well, big coincidence. A more 
strikingone is recorded on the me- 
morial at Mold, in North Wales, to 
an officer killed at Waterloo, on 
the same day of the year, “so fatal 

to his family”, as were his father 
and grandfather, i in different bat- 
tles,and years, before him. ; 

In very many churches—oron 
the Commonwealth. War Graves 
Commission stones- -outside 
death in battle is recorded, at times 
(mostly the times when lettering 
was cheap) in heroic detail. Acci- 
dent is not uncommon. Today, the 
victim, typically, is some young 
motorbiker. At Bradford. Abbas, 
near Yeovil, in 1876, it was а Royal 
Lancers captain 











is 










low. 

Death at sea is recorded only 
too often in coastal churches. Less 
usual is the tablet at Paul, in Corn- 

| wall, lamenting three young fish- 


sand on ‘Christmas Day. poor r Fel- 
| 
| ermen who in 1850, 

| казыйын 


At Baldock, in Hertfordshire, a 
wooden board, no doubt often re- 
| painted, tells the ill-luck of ten- 
year-old Henry Brown in 1861: 





More to Бане, шту, for his 
| own death was Thomas Barclay, 
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. Forafairspecimenof the face- 











the first United States consul in 
Lisbon; who lies in the Protestant 
cemetery there, “killed іп à duel", 
in 1793. Wholly to blame(or was he 
a heroic pioneer of vaccination?) 
was 21-year-old Edward Dodding, 
of Mere, in Wiltshire, 





Just as rash was Thomas Port, 
remembered at Harrow, in Lon- 
don, who in 1838 “near this town 
had both his légs severed from his 
оў by the бй train”: 





--atthe age of 33, if you please— 
Fore noon arrived hi mangled form po 


Epitaphsassocialhistory | 
Two views сап be taken of some 
deaths—and are, at Baddesley 
Common, in Hampshire. A stone 
there records, from his friends’ 
point of view, the fate of a poacher 
shot dead by a keeper; another, 
next to it, affrontedly tells the tale 
as seen by those on the side of the 
game laws, order and the keeper. 
Social history there is writ 
large. It is written by omission ona 
seemingly banal stone at Itchen 
Abbas, in the same county: 





What the stone does not say is 
why: he was hanged—yes, as late 
as 1825—for stealing a horse. “An 
example is necessary to repress 
this crime,” the judge told him: “I 
cannot hold out to you the slight- 
est hope of mercy.” And no mercy 
John Hughes, a local gypsy, got. 
But, for once, the Church of Eng- 
land lived up to its beliefs: the vil- 
Join the research 

Have you, in person, recorded any 
noteworthy epitaph? Details (place, | 
name/date of death, text) would be 
welcome at Epitaphs, The Econo- 
mist, 25 St James's Street, London 
SWIA 1HG; or by e-mail addressed 
to epitaphs@economist.com 














lages indignant rector buried 
Hughes beside the gypsy's infant 
daughter, and putupthestone. © |. 
Britain's leaders of literature, 
science or art of course lie іп 
honour. But lesser men too have 
their place. John Anstey;a poet, is 
honoured at Trumpington, near 
Cambridge, for his “inoffensive 
satire”; a tribute that may explain 
why since his death in 1819 few 
people have ever read it. At | 
Broughton, in Hampshire, lies, | 
since 184, Willie iam Anderson 


| 
| 




























urist in Scotland 
is ability was: 





m 
| 
| 
| 





Nori is he alone. At Mere, a plaque | 
records of William Chafyn, who 
died in 1695, long before the great 
improvers of the 18th century, 


d 











Many. another modest con- |, 
tribution to human happiness is 
recorded, from thecountless char- 
ities of the past to that of Joseph 
Woodward, cremated at Golders 
Green; in London, in 1945; a fellow 
of the Zoological Society, and 


Class counts : 


Yet, with all these, how many mil- 
lions there are that have no me- 
топа, A few have anonymous 
19th-century iron crosses, just as 
in Ireland some old cemeteries are 
dotted simply with unhewn 
stones. But most lie unknown ex- 
cept to parish records and the in- 
quisitive eyes of modern demo- 
graphers or epidemiologists. The 
reality of the graveyard is that of 
life, put frankly in this epitaph. of 
1766 to be found at Stanwick (and, 
surely not by hance, elsewhere): 





| 
| 
| 
| 
| 
| 
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Undergraduate study is 
available in the following: 
Accounting 

Banking 

Computing 

Divinity 

Economics 

Education 

English 

French 

Geography 


German 

Information Systems 
Italian 

Jewish History 
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If you can't come 
to London then 
London can come 


Postgraduate study is 
available in the following: 
Agriculture 

Business Administration 
Dentistry 

Drugs & Alcohol 
Economics 

Education 

Environment 

Finance 

Food Industry 
Geography 

Heaith Systems 
Infectious Diseases 
Livestock Health 
Occupational Psychology 
Organizational Behaviour 
Public Policy 


University of London 
Study in your own time and at your own pace 


For further information and a prospectus contact: 


The Information Office (00/EC/12) 
Senate House, Malet Street 

London WC1E 7HU, UK 

Tel: 020 7862 8360/8361/8362 

Fax: 020 7862 8358 

E-mail: enquiries@external.lon.ac.uk 
http://www.londonexternal.ac.uk 
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INTERNATIONAL CENTER FOR 
FINANCIAL ASSET MANAGEMENT AND ENGINEERING 


A unique partnership between the academic and financial worlds 


The International Center for Financial Asset Management and Engineering (FAME) 
is a private foundation created in September 1996 by an initial group of 21 leading partners 
of the finance and technology community together with three academic Institutions 
of the Lake Geneva Region. 


FAME sponsors a leading doctoral program in finance, jointly offered by the Universities 
of Lausanne and Geneva and the Graduate Institute of International Studies, 
and it actively supports academic and applied research. 
FAME has also become one of the major European providers of advanced executive 
education in finance. 
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SENEVA2001 — 
'AME-ICMB EXECUTIVE COURSES 
N FINANCE - 









tow in their 18th ership in high-level 
raining for finaric ionals, the Geneva 
:xxecutive Course inance provide à unique 
»pportunity to sharpen your skills in all aspects 

if financial management. Our fifteen one-week 
nodules on the latest developments in bond and 
iquity portfolio management, financial econome- 
rics and mathematics, and risk management have 
есоте the benchmark for executive training. 


‘he international faculty: include leaders i in the field 
iuch as Francis Diebold, Paul Embrechts, Philippe 
lorion, and Stephen Schaefer. Known worldwide for 
heir contribution to academic research, they all also 
iave a proven track record in executive education. 


‘he emphasis on practical applications ensures. that 
articipants build skills that are directly applicable 

o- their daily work environment, Participants from 

I8 countries and over 1000 financial institutions 
nake the Geneva Courses an ideal opportunity for 
ietworking with specialists and practitioners alike. 
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GENEVA 2001 


-— 


о 


Didier Cossin April 30-May3 
CREDIT RISK PRICING, MANAGEMENT AND THE USE 
OF CREDIT DERIVATIVES 


G. Andrew Karolyi May 14 - 13 
EQUITY PORTFOLIO MANAGEMENT 

Francis X. Diebold < May21-25 
ESTIMATING AND FORECASTING FINANCIAL MARKET 
VOLATILITY AND CORRELATION 

Yacine Ait-Sahalia : June 11 - 15 


INTEREST-RATE MODELS: THEORY AND PRACTICAL 
APPLICATIONS 


Paul Embrechts MEN June 18 ~ 22 
MODELING EXTREMES AND DEPENDENCE IN FINANCE 
AND INSURANCE. 


Salih Neftci ; August 13 - 17 
FINANCIAL ENGINEERING WITH JAVA AND C** 


Kevin Wilson di. August 20 ~ 24 
SHAREHOLDER VALUATION AND SECURITIES ANALYSIS 


Francis X. Diebold August 27-31 
FORECASTING FINANCIAL MARKETS 


Richard Levich September 3 ~ 7 
EXCHANGE-RATE AND INTEREST-RATE ECONOMICS 
AND FORECASTING - 


Stephen Schaefer September 10 - 14 um 
BOND PORTFOLIO AND INTEREST-RATE RISK MANAGEMENT 


Philippe Jorion September 17 ~ 21 


GLOBAL ASSET ALLOCATION 

Russ Wermers September 24 ~ 28 
PERFORMANCE EVALUATION AND ATTRIBUTION 
René Stulz October 1-5 
INTEGRATED RISK MANAGEMENT 

Salih Neftci October 8 - 12 


ADVANCED MATHEMATICS OF DERIVATIVE PRODUCTS 


David Cox : October 28 ~ November 2 
IMPLEMENTING QUANTITATIVE TECHNIQUES FOR 
FINANCIAL MARKETS 


Our detailed brochure will be available by February 2001. 
For more information, please contact: 

Fabienne Scagliola or Béatrice Candolfi 

FAME-ICMB 

Av. Blanc 49, 1202 Geneva, Switzerland 


Tel: 
Fax: 


441-22/ 731 95 55 
+41-22/731 95 75 


E-mail: geneva-courses@fame.ch 
URL: http://www.farre.ch/executive-education/geneva 


ns 


COURSES 


Templeton College | University of Oxford 


The important thing is 
not to stop questioning ' 


Albert Einstein 


World Views | Individual Focus 


Oxford has for generations prepared the world's leaders 

to harness change to the advantage of their corporations, 
their nations and the wider world. Now a unique portfolio 
of executive programmes delivered by Templeton is helping 
extend this role as a centre of learning into the new economy. 


Templeton's four-week Oxford Advanced Management 
Programme offers a comprehensive toolkit of business 
models and techniques to propel careers onto the fast track; 
the one-week Oxford Strategic Leadership Programme 
provides the opportunity to reinvent your leadership style; ^ For further information, please visit 
and the Oxford Senior Executive Finance Programme www.templeton.ox.ac.uk/executive, or return to: 
focuses for a week on the financial connections that lie at 
the heart of the enterprise. Dorothy Cooke 
Templeton College, University of Oxford 
In a parkland setting minutes away from the dreaming Oxford OX1 5NY, England 
spires of Oxford, we bring together global thought leaders, Те! +44 (0)1865 422734 
an innovative faculty and some of the world's most senior Fax +44 (0)1865 422501 
and high calibre course participants. Email enquiries@templeton.oxford.ac.uk 


By combining a truly global perspective and the individual ^ Please send details of (tick box) 

tuition for which Oxford University is internationally |_| The Oxford Advanced Management Programme 
renowned, we offer a personal development experience [|_| The Oxford Strategic Leadership Programme 

that you will never forget. |_| The Oxford Senior Executive Finance Programme 


Name Job title Company 





Address 





Zip/ Postcode 





Fax Email 





Templeton College | University of Oxford 
www.templeton.ox.ac.uk/executive 
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University of Virginia 


May 2000 Financial Times 
Survey Ranks Darden 
Faculty Best in the World— 
For a limited time, join Darden professors 
Paul Farris and Phil Pfeifer online at 
www.dardenexeced.com for an 
e-commerce briefing. Gain extraordinary 
insights into the challenging world of 
e-commerce and the threats and 
opportunities it presents. Find out why 
corporate executives placed Darden 


faculty at the top of their lists. 


Reputation 

Executive Education at The Darden 
School started in 1955 and has 
been central to its mission ever 
since. Business Week's survey of 
corporate management develop- 
ment executives specifically cited 
Darden's capabilities in leadership, 
marketing, and custom programs. 


Faculty Excellence 


Internationally renowned as master 
teachers, active researchers, and 
experienced practitioners, the same 
world-class faculty that teach in 

the MBA program teach Darden 
Executive Education. In the May 
2000 Financial Times survey of 
graduate business schools providing 
executive education curriculum, 
Darden's faculty was ranked #1. 


$ 
a 
" 
8 
UO 


For more information: 
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Phil Pfeifer 


Global Perspective 


Our participants, faculty, and 
approach to learning draw 
on knowledge and experience 
acquired around the globe. 


Innovation 


Darden's executive education 
programs address today's most 
pressing business challenges. 
New programs include 
Electronic Commerce: Creating 
a Successful Business Model for 
the Web and Managing Innova- 
tion and Entrepreneurship for 
Corporate Growth. 


ои н 
DARDEN еч "н 


Executive Education 


Darden Graduate School of Business 
Administration, University of Virginia 





Paul Farris 





Open-Enrollment 


Programs 


Darden's open-enrollment programs 
in general management, leadership 
and change, marketing and 

sales, strategy and organizational 
effectiveness, and financial 
excellence are carefully designed to 
advance participants' careers. Our 
senior management program, 

The Executive Program (TEP), helps 
participants create strategies to 
meet the toughes: issues they face. 


Custom Programs 


Ranked the top university provider 
of custom programs by Business 
Week—especially the development 
of an innovative e-business program 
for PricewaterhouseCoopers— 
Darden develops integrated educa- 
tional experiences which produce 
measurable results and help organi- 
zations meet their strategic goals. 





Visit us at http:/Awww.darden.virginia.edu/execed/ e Phone: (804) 924-3000 • Email: Darden_Exed@Virginia.edu 
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New challenges. New capabilities. 
IESE's Global Executive MBA 


Today's complex and rapidly evolving world economy demands new management 
capabilities. With a Global Executive MBA from IESE Business School you can gain 
those skills while continuing your career. Designed and developed for today's leading 
managers, you will work in Europe, the US and Asia. You will learn from an 
experienced faculty and from professionals from around the world. You will discover 
new approaches to problem solving, leading-edge business concepts and new ways 
of working with people. You will benefit from innovative interactive technology for 
distance learning. And because the program is designed around your job, you'll 
continue to add value to your. company while applying what you learn, as you learn it. 


You'll gain. And so. will: your company. It's an easy decision. 


The program 


15 month part-time modular program beginning in June200de 
Five 12-day residentiabsessionsdin Barcelona and two in Silicon Valleyiand Shanghai. 
On-line learning and communication between residential modules. 


For more infümationocontactt 


Global Executive МВА 
IESE Business ЗСО 


un | FSE globalemba@lestiedu 


Business School Lel.-(434).93-253 6444 
fax (434) 93 253 4343 www.iese.edu 


IESE - University of Navarra 
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Masters in Finance 


` INFORMATION SE .SSIONS | 


San Francisco. 
Monday 8 January, 6,30рт' 


Mark Hopkins InterContinental 
No. 1, Nob Hill 

Washington 

Wednesday 10 January, 7.00pm 
The J W Marriott Hotel 

1331 Pennsylvania Avenue, NW 
Oslo 

Wednesday 10 January, 6.00pm 
Hotel Continental 

Stortingsgaten 24/26 
Stockholm 

Thursday 11 January, 6.30pm 
Grand Hotel, S. Blasieholmshamnen 8 


Amsterdam 
Monday 22 January, 6.30pm о. 
The Grand Sofitel Demeure © 
Oudezijds Voorburgwal 197 
Frankfurt _ D 
Tuesday 23 January, 6.30pm о 
Steigenberger Frankfurter НО г. 


Am Kalserplatz 
Munich 


Wednesday 24 January, 6.30рт 
Arabella Sheraton Grand Hotel. 
Arabellasttasse 6. 


Zurich 
Thursday 25 January, 6.30pm 
Baur Au Lac, Talstrasse 1 





MASTERS IN 


FINANCE 





Return to: The Finance Programmes Information Office, London Business School, Sussex Place, Regent's Park, London NW1 4SA, UK. 








Tokyo 

Monday 5 February, 6.30pm 
New Otani Tokyo 

4-1 Kioi-Cho, Chiyoda-Ku 


| Hong Kong 
Thursday 8 February, 6.30pm 
Ritz Carlton Hotel 

3 Connaught Road Central 


Singapore 

- Monday 12 February, 6.30pm 
The Ritz-Carlton Millenia Singapore 
7 Raffles Avenue 


Sydney 

huey 15 February, 6.30pm 
Hotel Inter-Continental 

117 Macquarie Street 


Monday 5 March; 7.30pm 


| и Pai ace, Rua de Pau de Bandelra 


^ Madrid 

Tuesday 6 March, 7.30pm 
Westin Palace Hotel 

P ага de las Cortes 


“Buenos Aires 

` Monday 26 March, 7.30pm 
Alvear Palace Hotel 

Av, Alvear 1891 


Santiago 
Tuesday 27 March, 7.30pm 
Hotel Carrera, Teatinos 180 


Sao Paulo 

Wednesday 28 March, 7.30pm 
The Renaissance Hotel 
Alameda Santos, 2233 


Lisbon 


| School 


London Business School's specialist Masters in Finance 


programme -is taught by the Schools internationally 


renowned faculty and is designed for individuals whose 


careers require an in-depth know! edge of finance. 


The programme is rigorous, practical and career. 


orientated. It can bê completed in ten months of full-time 


study or in two years of part-time. (mainly. evening). 


attendance at the school. To find out тоге, come to an ae 


information sessi ion: 


London information sessions at SER 
London Business School, Sussex: Place, Regents Park, NWI 
Tuesday 16 January 2001, 6.15pm .- 

Monday 5 February: 2001, 6. 15pm : 

Wednesday 14 Mar 001, 6. 15pm 


‚ Thursday 5 April 200: 


Tuesday 15: May 2001, 6. 15pm 


` Wednesday 13 June 2001, 6.15pm 


Tuesday 10 чу 2001. 6. 15pm ; 


information about out MBA:and Sloan Masters will also- be available | 


at all sessions. 


Süssex Place 

Regent's Park. o 

London NW1 45А 

Tel: +44 (0)20 7706 6840 
Fax: 444 (0)20 7723 1788 


email: mifinfo@london.edu 


www.london.edu 


Please tick which you require information on: Masters in Finance: full-time 1) part-time С) MBA Programme: |] Sloan Masters L] 


Mr/Ms First Name 





Job Title 
Address Work] Homel 7) 














Postcode 








Country 


London Business School exists to advance learning and research in business and management 
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EC23/12/00 . 
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Senior Executive * "The extent of the Senior Executive Programme. learning process was far greater than | expected 
Programme | and has had a deep and profound impact оп me as a person and on my plans for the future". 


PAUL: EMANUEL, EXECUTIVE CHAIRMAN, KEY HOLDINGS. 


.. Four weeks i indc The Senior Executive Paranie is a four-week forum in strategic leadership for general managers. | 
which to renew your | It addresses the critical issue of transforming global businesses through three key themes: growth, | 
business vision innovation and. leadership. A demanding and interactive experience, the Senior Executive Programme is: | 


ze • taught by London Business School's senior faculty, including Sumantra Ghoshal , Costas Marki ides, Rob Goffee, 
22 Apri - -18 May 2001 Нег Servaes arid Jay Conger, who contribute with distinction to contemporary business. practice and thought. 
6% attended by CEOs, Managing Directors, General Managers, Directors & Vice Presidents from many industries- 


46 5 September - Loo. agross the world. (senior managers from over 70 nationalities have attended the programme). 
12 October 2001 
E | Leaders are not paid to make the inevitable happen. The Senior Executive Programme will help you to. 

become a rule-maker, not a rule-taker. 


Regent's Park 


London NW] 45А, UK London 


Contact: ooo ран B * n К 

Tels +44 (0)20 7706 6835 

Fax: +44 (0)20 7724 6051 Lm USI е55 ; 
iioi exists. to. i School 
û research ri email: execinfo@london.edu 


| эю | www.london.edu/execed [зитине | 





. yourself 


For further information call us M B A Prog rammes 
444.02 (07477 8607/8 or 8989 


Lines are open 10 am - 5 pm At City University Business School we believe an MBA is an Investment. 


Monday - Friday Our City of London location will put you at the heart of one of the world's most 
| prestigious business centres, where the networking opportunities are unmatched. 


While you receive a broad base of interpersonal skills, you cari also major in: 





Email: cubs-postgrad@city.ac.uk 


City University.Business Schoo! * General Management 
‘Frobisher Crescent * Finance 
Barbican Centre * Management of Technology/E-Commerce 
London EC2Y 8HB * International Business 
| United Kingdom it all adds up to an opportunity that will make a difference to your future career. 
www.business.city.ac.uk Find out more about our Full and Part-time MBAs at our Information 


Session on Tuesday, 16th January 2001, at the Bank of England Museum, 
Bartholomew Lane. 


су Unkerdy The University for business 
lc li iii: Business School andihe professions 
London 5 Hue 
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Master of Science Degree with 
Specialization in Policy Economics 


to a Master of Science во in Economics from the 
University of Illinois at Urbana-Champaign. With a 
wealth of resources at the University and personal 
help from àdvisors, students are able to customize 
their program to fit their needs. 


и Promising, young administrators іп government 
and private institutions, in both developing and 
advanced industrial countries, cani gain additional 
training in the areas of economic analysis and 
quantitative techniques. 


W Interested students can acquire the necessary 
background to pursue a doctorate in economics. 


ш The minimum required coursework allows special- 
ization in as many as 3 fields of study beyond the 
core courses. 


W The program offers 67 courses and 16 fields of 
specialization. ENS 








Learn how easy it is to become a 
Certified Professional Consultant 
(СРС) in your own field. 


Send for free information about 
-this unique distance-learning 
course. 





ILLI NOIS 


UNIVERSITY OF ILLINOIS AT URBANA. AMPAIGN 


| ele level of cS 
> he program inone year | 


BW Students who wis 


course offerin. sát nii 


" Required course wo 


academic counselin i 1 
training, field trips, seminars led by internationally- 
known scholars, and friendly staff members te help 


students settle into Hünois. 





For further « details contact: | 
Dr. Firouz Gahvari, Director, Master's Program, 313 3 David: 
Kinley Hall, 1407 W. Gregory Drive, Urbana, Hlinois 61801 USA 


mspe@uiucedu ` 
uc.edu/mspe/ 


Fax: 1-217-244-7368; E-n 
Web site: http: / /www.c 

















Are you an experienced interna: A 
tional affairs professional who wants ^ 
to further your education = without 
taking a. year off to do so? Then 


The Consultants Institute 


Dept. EC, 


consider the GMAP offered by The 
Fletcher School at Tufts University. 
This one-of-a-kind, one-year masters 
program in international relations 
combines three (3) two-week resh 
dency sessions with 31 weeks of 
mediated Web-based learning. 


у: 4 
respected faculty and receive a top 
quality Fletcher education. Plus, 
you'll become part of our active and 
influential international community: 
Classes. start in. late. July 2001. 
Contact us today fo ‘learn’ more 
about this challenging program. 


30466 Prince William Street, 
Princess Anne, MD 21853 USA 


Tut ОМАР INTERNATIONAL CURRICULUM INCLUDESE 
Crisis Management & Analysis «Finance 
International Economic & Business Law 





Fax: (410) 651 4885 
www.consultantsinstitute.com 
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Leadership & Management + Negotiations 
Technology Policy « Trade Economics & Political Economy 
Transnational Social Issues 


TEL: 617-627-2429 WEB: 


www. fletcher tufts.edu 


EMAIL: fletchergmap@tufts.edu 





EN PRINCETON UNIVERSITY A 
х P Woodrow Wilson School of Public and International Affairs 








> ; 
С пес ; al] | 7 
ge du : arne le Me on : in collaboration with the World Bank 
i342 C UTIVE i U C АТ! 0 N ‘World Bank Institute and Private Sector Advisory Services. 
Privatization, Regulatory Reform & Corporate Governance 
June 25 — July 13, 2001 Princeton, New Jersey USA 















- | Director, Eytan Sheshinski 
UT ARAT гл чүл 
FIRST iN E-COMMERCE ‚тынбаймын ^ died Piin aon Sa 
Reform of State-Owned Enterprises Flotation, Concessions and Strategic 
Investors 
par • The Rationale for and Problems of 
2001 PROGRAMS: Public Ownership + Nas Privatization in Transition 
` onomies 

STRATEGIES FOR B-C MERCE + Privatization of Natural Monopolies: 
STR pi | ғов Ё с se RCE Ц А Theory and Evidence pe + Recent Privátizations Data and 
Our overview program featuring the latest business Conclusions 






* Regulation: Structure and Methods 






models and technologies for renewing e-business 


: Мо Й + Post Privatization Corporate Governance 
advantage. | + Deregulation and Competition Policy 







Febr "em TE * Sector Case Studies (Telecommunica- 
ср 9, | * Labor and Privatization tions, Transportation, Utilities) 


June 









| Workshop includes pos trips to Washington, DC (World Bank) and 
SEMENT PROGRAM а Wall Street Investment Bank 


Our general management program focused on Lecturers in previous workshops (held at HIID, Harvard University) include: 
z i Kenneth Arrow, William Baumol, Eduardo Engel, Paul Krugman, Joseph Stiglitz 


e-commerce scheduled with time between modules. and Lawrence Summers 


Leadership in the Ne 'onomy - April 9-13, 2001 
Corporate Finance and à 


д n a i ШЕ КҮҮ 
ss Drivers д s.princeton.edu/-reform 
m focused on critical e-commerce ——À سسس‎ 


ADVANCED E-COMMERCE TECHNOLOGIES | | nfra structure in a 
Emerging technologies for enabling e-business M a rket Eco no my 


including security, wireless, intelligent agents and 


human- puter interaction. i “ 
March 26-30, 2001 July 15-27, 1001 





June 6-8, 200 Infrastructure in a Market Economy is designed for officials in 
TEE: А the public or private sector who are responsible for developing and 
Contact: John Lankford implementing initiatives for the private provision of infrastructure. 
Graduate School of The program aims to develop а better understanding of whether to 
Industrial Administration privatize; when privatized firms need to be regulated: the various 
methods for doing so, such as concession contracts or price cap 
regulation; and vehicles for financing infrastructure. The program 
` provides participants with practical tools to: 











+ Analyze economic and political implications of relying on 
private firms to provide infrastructure 


Come to Ca rnegie Mellon, ranked E Manage the technical issues thot shape privatization strategies 
#0 in ecommerce ed ucation by * Design effective regulatory agencies to oversee the performance 


bs ge рй) of privately-provided infrastructure 
U.S. News & World Report 









For brochure and application, please contact: 
Kathy Eckroad (617) 495-1101, ext; 195. 


World Wide Web: e-mail: kathy_eckroad@horvard.edu 


Internet: www.execprog.org ` 
http://www.gsia.cmu.edu/execed HARVARD UNIVERSITY 
JOHN F. KENNEDY SCHOOL OF GOVERNMENT 
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Log on tod 





















bip 


and 
* 5-month internship in a 


















Oday : 
of tomorrow! 


• Collaboration between the Universita 
Cattolica at Piacenza, Italy and the 
University of California at Berkeley, USA. 

* 11 months of coursework led 

rofessors from top U.S. universities 

by Silicon Valley experts. 


network-economy-oriented organization. 
* Starting date: September 17, 2001 
* Applications: March 1 - April 30, 2001 . 


Master of Science in 
International Business 


MASTER OF MANAGEMENT IN THE NETWORK ECONOMY 


Learn how to manage an organization in | 
the digital age. Be part of an international 
/ group on a small campus in the peaceful 
surroundings of historic Piacenza, in Italy. 




























FONDAZIONE 


EH PIACENZA E VIGEVANUO 





ttp://mine.pc.unicatt.it 
nfo.mine@pc.unicatt.it 





Amsterdam 
CG Institute of Finance 


In ccoperation with the faculty of 
INSEAD 
Upcoming Courses 2001 
(Jan. 25 - 27) 
Gan. 29 - Feb. 2) 







Negotiation Analysis : 
Financial Risk Management 


Measuring and Implementing 
Economic Value Added 


Advanced Corporate Finance 
- Financial Restructuring - Going Public 
- Financial Innovation 


Real Options 
Valuing Commercial Banks 


The Options Workshop 
- Stock Option aad Foreign Currency 
Option Pricing 
- Option Trading Strategies and 
Risk Management 


The Advanced Options Workshop 
- Yield Curve Dynamics and the 
Pricing of Interest Rate Derivatives (May | - 3) 
- Exotic Options (May 4 - 5) 


(Feb. 12 - 14) 





(March 19-23) 
(March 26 - 30) < 


(April 5 - 7) 
(April 9 - 10) 










(April 23 - 25) 





(April 26 - 28) 











For information, please visit our Web site or contact us directly, 

















Study in three different 
European countries 
Free choice of locations 


and degree 


A joint programme, offered by: 


The University of Groningen, 
The Netherlands 

The University of Stirling, 
Scotland, UK 


CERAM School of Management, 


Nice, France 


A truly international academic programme 
This one year, full-time programme offers.a 
foundation programme in International 
Business, free choice of specialization 

(e.g. International Marketing, НАМ) and a 
dissertation project with the possibility of 
doing an internship. The programme starts 
every year in Septembe 





Admission requirements 
You need.à good Bachelor degree (e.g. BS 
or BA) in Business, Economics or à Business 
related subject, and fluency in English. 
Students with a non-business background 
will need to takevan additional 3-week 






pre-prograrnme in August. 


1 programme, 

2 continents, 
3 top universities 
4 terms 


A joint programme, offered by: 








A truly international academic programme 
The programme offers a^ in-depth study in 
the field of international financial manage- 
ment at three highly respected universities, 
leading to a Master of Science degree. 
Starting every year in September, the 

5 T6«month: programme is offered entirely 

in English; s о ЕЯ 













Admission requirements ©. 
You need. a good Bachelor degree (e.g. BSc 
or BA) with Economics cr Management 
(Business Administrati s main field of 
study; and fluency in English: : 








http:/www.masterprogramme. 


The University of Groningen, 
The Netherlands 

Uppsala University, 

Sweden 

The University of Florida, 
U.S.A. 








Master of Science in 


International Financial Management 
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because the furare is built on the past 


For nearly 800 years, Cambridge 
University has been a world 
renowned centre of learning 

‚һе Judge Institute of 

mi, Cambridge 

8 business school, is 
your connection to the future, 
The Cambridge MBA includes 
two in-company consultancy 


and entrepreneurship and enjoys 
a high degree of international 
recognition. Graduates enter а 
global network of alumni, 
working in large corporations as 
well as fast-growing start-ups. 
So, with nearly 800 years of 
history behind us, we're more 
than capable of preparing you for 


projects, courses in e-commerce. the future, 


www jims.cam.acuk Judge Institute of Management 
Cambridge University aims te achiev 


the highest quality in reaching and research 


cambridge's business school 


Scarman Centre 


More than an MSc... 
..à tool to build a safer society 


. Master.of Science/Postgraduate Diploma Courses 


Distance Learning - 
Next intake: March 2001 


Criminal Justice 


> Contact 
in ha Policing & Public Order Studies 
University of Leicester Risk, Crisis & Disaster Management 
The Friars, Security & Risk Management 

154 Upper New Walk Security Management 

Leicester LET 70А, UK Certificate/Diploma in Security 


Tel: Management 
+44 (0) 116 252 3946 


Fax: Distance Learning - 
44410) 116.252 5788 Commencing March 2001 
Email: Subject to University approval 


scarman.centre@ie.ac.uk @ Community Safety 


Website: Ф Health & Safety Management 


wwwleacuksearman! | @ certificate in Risk, Crisis & Disaster 
Please quote ref-EC/MTA Management 


EE] University of 


Leicester 


Delivering excellence in University 
teaching and research 


p Ra 
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FIT THE BUSINE 
ШЫЛ FOR FINA 


Champagne for 

the best trader 

on 26 January 2001. 

Visit our website at: 
www.ismacentre.rdg.ac.uk 


rid respect- 
ming the 
s locat- 


in Utrecht the Netherlands and i 
Mainz, Germany 


Two-year Exec 
seven 9-day sessions in 4 


Individual consultations alse 


further details 


*Financial Times suey 240 1/00. 


NIMBAS Gri 


Nicuweg 
Telephon: 
E-mail: office @ nimbas.com * Website: www.nimbas.com 
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Master the Marketing Challenges 
of Globalisation, eBusiness, and 
the Knowledge Economy 


A three-week cour 

to interact with UC Berkel culty engaged in up-to-date research and 
policy analysis on su able environmental management. Participants 
in this inaugural course will begome charter members of the Beahrs 
Environmental Leadership Program Alumni Network. 


Study individual modules, tailored programmes, . 


or a Master of Science in International 


Six mini-workshops and four Held trips facilitated by i ia: 
interdisciplinary teams of UC faculty combining theory and Marketing Onlin e 
methods with case studies: 


"Water Management “Communities & Natural Resource Mgmt e ks she 
"Pest. & Disease Management `+ Population, Poverty & the Environment Please visit our website at 
* Global Warming * Entrepreneurship & Innovation 


Qualified participants: policy analysts, technical advisors, and other 
decision-makers involved in environmental management and human- 
environmental interactions from government, the private sector, NGOs, : Hm 
international agencies, and policy-oriented research institutions. and then contact us to discuss how we can me 


Course Cost: US $7,000 covers course fees and materials, housing, your specific management development needs. ; 


meals, and field trips. Some partial and full scholarships are available. 


http://mscim.strath.ac.uk/e1.htm. ; 


Brochure and application are available on our Web site 

http:/enr.berkeley.edu/BeahrsELP or contact: ў 1 
Dr. Robin Marsh : | DSGUE 
Center for Sustainable Resource Development University of Strathclyde, Department of Marketing, 
101 Giannini Hall, Berkeley, CA 94720-3101. USA ч V KTEALDHAN gs 
Tel: (510) 643-4200 Fax: (510) 643-4483. 173 Cathedral Street, Glasgow G40RQ. 
Email: BeahrsELP@nature.berkeley.edu Tel: 0141-548 4590 Email: mscimQstrath.ac.uk 


Deadline: first review - Feb, 15, 2001, second review ~ April 1, 2001 


MBA in High-Tech Management and Entrepreneurship 


PH.D. IN PUBLIC POLICY 

MASTER S PROGRAMS: 
*International Commerce and Policy 
*Public Policy (new in fall 2001) 
«Social and Organizational Learning 
*Transportation Policy, Operations, Prepared for 

and Logistics the cyber-pa 

*Regional Development and Technology One-vear й 
Peace Operations Fully accredit 


*Enterprise Engineering and Policy on Information 
Entreprei 


Study with the nation s most respected scholars at one of the with CERAM | 
leading public policy institutions in the national capital region, Executive МВА in parta 
Located in northern Virginia s high technology corridor, we The Anderson School (1 
have direct access to the regions policymakers and are just A two-year part-time pi 


f V Entrepreneurship in the Hig 
| minutes from Washington, D.C. Scholarship competition 


Sponsored by 


Visit our web site to receive more information and to download TORNADO-INSIDER.COM 


an application. Classes are held in Arlington and Fairfax, Virginia. 


For more information: www.theseus;edu ..: D 
FOR MORE INFORMATION: Contact: admissions theseus.fr : © 
Д.А 


Graduate Admissions, School of Puhlic Policy s 
| : i THESEUS International Management Institute . 
| Phone: (703) 993-3183 * E-mail: spp@gmu.edu • Web: http;//policy.gmu.edu MBA Admissions « BP 169 + 05903 Sophia Antipolis Cedex «Fe T MM = S EUS 
Tel: +33 (0) 4 92. 94 SE 00- Fax: +33 (0) 493 65 38 37 ses e tei re s 


| George Mason University ff: il ng of ciel 


For more infermation please visit www.ceram.edu 
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COURSES 









Readers are recommended 


Pag make appropris 






University of Bremen 
Faculty of Business Studies and Economics 


international Study Courses in Business Studies and Economics 


Recurring any бар 14 

5400 UPTOWN BIND МУС HE - SUITE commitment їп relation to an advertisement. The 

Dep. M* n TI USA Economist Newspaper Limited shall not be liable 

, 40cent ey en any " 
1-800-240-6757 






Master of Science (MSc) Master 
International Economic Relations Business Studies 


pt ai iüvitation contained in any 
rent in the Economist. 
Duration of the Degree: Duration of the Degree: 
l year ÎÛ year 

Contents: Contents: 

* International Economic Relations * General Management 
* International Management * Process Competencies (eg. Marketing, 
* international Organisations Logistics) 



















Recognized as the word's most flexible Distance 
hearing | MBA or DBA/Ph:D. Ne bachelors degree 
required for the MBA (or Master's for DBA) if you have 
significant work, oe Мо time limits, minimum 
or maximum. MBA usually takes one year, OBA two. 
Transfer students welcome. No required courses. 





You will not have to study material you already know or * Developing and Transition Economies * Finance and Accounting 

do not need. No exams, instead уон write papers. Entry requirements: * Transformation Economies 

Learn from successful business leaders/authors И + А 

(many are millionaires). Faculty members wanted. Master, Bachelor Honours degree or Entry Requirements: 

Rushmore University, Dakota Dunes, SD USA / 605- Diploma, 2 years of occupational activity GMAT, TOEFL and a Bachelor's Diploma 

232.8037 ecprushmore.edu. www distancemba.com TOEFL for German participants, DSH for in the field of business, management, 
forcign participants economics or equivalent 


Application Deadline: 15.07.2001 Application Deadline: 15.07.2001 





London Hotel School offers the 

opportunity to quality to work in the е c 
world's biggest & fastest growing 

businesses, Choose from 5 UK & USA London Hotel School 
accredited hospitality Diploma * Hospitality General 
courses of 12 theory units (start any Management 

month) ог Foundation English * Human Resources 
followed by a one year paid Hospitality Finance 
internship in a London hotel. Sales & Marketing 
LHS. a fast track to management. Hospitality & Tourism 


Contact: Tel. 449 (0)421/218-9732. Fax 449 (00421/218-3325 
Email: masterin fatus bremen. de 
www bremen edu 












IMPERIAL COLLEGE AT WYE 
External Programme 


—————————Ó— AOA 


UNIVERSITY OF LONDON 


DISTANCE LEARNING 


MSc and Postgraduate Diploma 
programmes available worldwide in: 


{ London Hotel School Contact us for a brochure 
| Springvale Terrace Tel: 44 020 7665 0000 
London W14 ОАЕ Online: www.londonhotelschool.com 


————— 












* Rural Change * Applied Economics 
* Environmental * Agribusiness and 
Management Food Management 


* Biodiversity Conservation œ Sustainable Agriculture ` 








Individual courses from these programmes can be taken 
under the Occasional Student Scheme 


For a full programme guide contact us today: 
External Programine Imperial College at Wye Н 
University of London Ashford. Kent TN25 SAH ШК. ; 
Tek +44 (0)1233 813555 ext 280 Fax:+44 (01233 812138: 
Email: epadmin@ic.ac.uk Web: www.wyt.ac.ukEP 










Enhancing access to continuing education worldwide 





4 HUMBOLDT UNIVERSITY OF BERLIN 
«we» Faculty of Agriculture and Horticulture 


занал ATONE 
BIEL TER AL, SOINEAN 


MSc in International Agricultural Sciences 


x” Prepares students for a c 
۷ International teaching st 








Virginia Polytechnic Institute and State. E-maillags@agrar:hu-berlin.de 
| University U.S.A. www.agrar.hu-berlin.defiags 
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Bu М: ы L. E. PROGRAM 


Real ono Challenges. | OF ET 3 p | EUCHRE 
Real World Solutions. SWITZERLAND 


in October 2001 join a select group sa youre professional inthe o 
fulltime. programme on WTO law and. trade policy. This unique 
ү program combine: ternational law, trade regulation, ang 
M p | E d Fi | economics in both the urriculum and the classroom, vog 
acroecon mics and Finance Learn about deadi ing legaland economic issues in 
a international de and learn to interpret WTO rules and 
Programs designed for executives, analysts, and policy makers in both policies: 


Address these i ues iri 1 the tontext of new global chall enges. 
the private and public sectors who are involved with macroeconomics Receive the degres of Masters in International Law an 


and financial sector issues. Economics 


Macroeconomic Policy and Magni 


-June 25-July 20, 2001 including: | 
Frederick. М. Abl i Baldwin, etus 


The Global Financial System: Structure, Crises, and Reform Bourgeois; Carlos: сеге; Olivier Cadot, 
Thomas Cottier, WI у, lernaret, Claus-Dieter 


July 23-August 3, 2001 Ehlermann, Michael Fi Mary Footer, Eleonor | 
Fox, Daniel. Esty, Christopl ber, Jean-Marie. Grether 


For more information about these programs and others, please contact: Jacques Michel Grossen, Jordi Gual, Francis Gurry, Bernard | 
Hoekman, Gary Horlick, Henrik Horn, Robert L Howse, John H: 


Enrollment Services Jackson, Merit Janow,. Jean-Louis. Juvet, François Knoeptler, 
Tel: (617)496-0484, ext. 194 Patrick. Low, Mitsuo Matsushita, Aaditya Mattoo, Petros: 
Email: KSG Execkd@H. ded Mavroidis, Jaime de Melo, Patrick Meésserlin, Nicolas “Michel, - 
maii: So, EXEL arvard.edu Krista Nadakavukaren, Damien Neven, Kalypso Nicolaidis, Adrian) | 
Otten, Esa: Paasivirta; David Palmeter, Thomas Probst, Frieder: 
Roessler, Giorgio: Sacerdoti, Raymond: Saner, André Sapir, Paul: 


Bui Seabright, Jacques Silber, Edwin Vermulst, Michel Waelbroeck, 
HA R VA RD U N I V E RS I T Y Franz Werro, Alan Winters, Diane Wood, Charles Wyplosz. ^ 
JOHN F. KENNEDY SCHOOL OF GOVERNMENT Now accepting applications, contact us for further information: 
i World Trade Institute, Hallerstrasse 6/8, 3012 Berne, Switzerland 


T. 441.31.621. 3270. Е +41316313630 
Et quireGwarldtradeinstitute, zh 


LL.M./Masters ——— 
in INTERNATIONAL and Master of Ant. nem 
OFFSHORE TAX PLANNING |» M | КЕ 
SEE | | н 


ONLINE delivery ~ Study anytime, anywhere. 


Prestigious Masters in International Taxation (MLL) for non-lawyers. This One-Year mastera 38 à Jorat 

s X degree with the School of Nutrition 
E-Commerce - Tax Planning speciality. Science and Policy (SNSP) and the 
St. Thomas is accredited by the Commission on Schools of the Fletcher  Sehool of Law. and 
Southern Association of Colleges and Schools. Diplomacy at Tufts University, Ita 


; ЖП T х focus is on world relief an 
American Bar Association acquiesced programme. n oF репе. d 


development intended: for mid- 
Course Modules include: career professionals who have FINANCE 
р . SE ; | significant field expérience in \ 
* Principles of International Taxation • Tax Treaties humanitarian assistance, The apply now for Fall 2001 
* Offshore Financial Centres *. Anti-avoidance program offers an academie setting www.cse.ogi.edu/CompFin/ 


* Trusts and other entities * Transfer Pricing feces Rd HEN MEE 


* international Tax Planning * E-Commerce Taxation areas of nutrition, food policy. and 
* Global Estate Planning & Asset Protection аш, гоа, ied social 
development as they relate to Р | 
A humanitarian assistance in famine, BUSINESS & 
complex emergencies and other TUN 
Ab St. Thomas University то PERSONAL 
School of Law + Miami, Florida 
For more information please contact: | уг, ational Fa i *We Can Help" 
HONG KONG UNITED KINGDOM USA | En jew np e 
Michael Foggo Simon Denton Coleman Foster zl Ё F теи 
Леп +852 2542 1177 Tel: +44 (0320 7478 7070 Tel: --1 (877) 301 4738 


: Fax: 4882 2545 0550 Fax: +44 (0)20 7439 4446 Fax: +1 (305) 474 2481 
с De@SovereignGroup.com < ukGiSoverelgnGroup.com _closter@SovereignGroup.com 


wwwstu.edu/tax 
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The Executive MBA 
educates managers from all over the world 
“taught in 8 intensive modules each lasting for 7 days 
or by evening study 
“entry points in January, April, June and September 
flexible = a minimum of two modules a year 
irmingham faculty-teach in the UK and Singapore 


‘Developing global competence 
for a changing world’ 


Full time MBA programmes: 

MBA International Business А 

MBA International Banking and Finance iv^ 
The European МВА with ESC Montpellier 


ay COWETPU/www.bham.ac.uk/business Email: MBA@bham.ac.uk 
SCHOOL "Fel: 44 (0)121 414 6693. Fax: 44 (0)121 414 3553 


APPOINTMENTS 
"DO YOU FEEL LIKE YOUR CORPORATE ~ Market Analyst 


LADDER H AS RUN OUT OF RUNGS? We are a major multinational commodity trade house with a global presence 
lei PUE NM ^ * in the sugar market as principal traders, brokers and refiners. We are 
Оо you feel the heed for new challenges and opportunities? lf you're a currently seeking a highly numerate graduate with demonstrable analytical 


` global. -senior executive, over 40 years old and accustomed to a $100К+ and presentation skills. Working in the Research Department, the role 


К i ; requires you to manage the company's primary database, analyse the 
annua Pae we can ba ера ed Bin Кий ar pag international sugar market and contribute to the company’s. regular and ad 


Odds hoc analytical reports. The successful candidate will have a good degree in 
_ professional search with the personal contact necessary for success Economics or a closely related discipline, excellent communication and 


'om start to finish 24 hours à day, 365 days a year. Opportunity is only a computer skills and preferably more than two years experience in commodity 
phone call away at Tel: (619) 224-9257, Fax: (619) 224-0268 or E-mail: markets. We will provide the necessary training, travel opportunities and а 
102224.3306 Q compuserve.com competitive salary and benefits package. 


Please send your letter of interest plus curriculum vitae to: 
Resume Broadcast International Anne Lodge 
P.O. Box 6930, San Diego, California 92166, USA. The Research Department 
Tel: 619.224 9257, Fax: 619 224 9268 E D & Е Man Sugar Ltd 


: Sugar Quay Lower Thames Бе 
Email; P. 102204. 3306@со изен. соп - "London ЕСЗЕ 6LA 


International institute for Strategic Studies 


Research Programme 2001-2002 


| The Iriternational Institute for Strategie Studies (159) research programme will begin on 
‘A October 2001; The HSS intends to hire Research Associates to take up residence for that “Ча 
year and to produce Adelphi Papers (28,000-word monographs) in the following areas: Henry A. Kiss ssinger Scholar: atthe Library of Congress 


Conceptual 
У ebay ие at wat in the Power and Authority of Governments The Kissinger Scholar will be а senior, distinguished, tinesmonth scholarly 
+ Theatre Missile Defence and Re HM 1 Security L к А appointment at the Library of Congress ‘for. sustained research on issues of foreign 
gu Bo B = ? policy and international affairs related to the United States, using the resources of the 
The Бакер) тор ications af AIDS Library. The stipend for the nine-month period will be $100,000. The Scholar will be 
: келетат Мез ced! Humanitarian Operations provided with research space and services at the Library of Congress, 
x The Uar and Utility ûf Sanctions: . Candidates may apply directly, using the application form available on fine (URL: 
* Political Conditionality and Security Sector Reform www.loc.guv/kissinger), or obtainable by fax or mail from the Office of Scholarly 
Defence Policy and Arms Control : "D programs at the Library of Congress (address below). Candidates also may be 
* US Bases in Europe: Changing Roles and Priorities? identified to the Selection Committee by nomination. Once it is determined that the 
* n vito the Diffusion of Technology оп Regional Military and nominee is willing to be a candidate, ће or she will be sent the application form, 
iconomic Balances ; 
Regional Security Applications will require a brief statement (no more than thre double-spaced pages) 
* The Regionalisation of War in Central Africa of the proposed research, an indication of the kinds of material ‘at the Library of 
* Iraq after Saddam Congress that will be of use in the research, evidence of prior scholarly work and 
* Egypt: Domestic Challenges vs, Regional Ambitions publication, and the names of three: people who can bé reached: for letters of 
* The Regional Implications of the Taleban recommendation, Completed. applications: and supporting: material should be 
«The Strategic Implications o£ EU Enlargement postmarked no later than February 15, 2001, and sent to: 
* Próspects and Requirements for Stability in South-eastern Europe 
* The EU and Russia: Defining à New Strategic Relationship Kissinger Scholar Selection Committee 
* Domestic Sources of Insecurity in the South Caucasus Office of Scholarly Programs 
Applicants for Research Associateships must have proven professional expertise and full Library of Congress L1 120 
command of both writer and spoken English: Applications should include a five-page 101 Independence Ave., SE 
description of the proposed project wi a chapter outline, and a curriculum vitae. Washington, DC 20540-4860; USA 
Applicants should arrange for two: letters: of reference to be forwarded separately, All $ 
necessary documents, including the references; must arrive no later than 5 March 2001. "Tel. 1-202-707-3302 
The HES alse. welcomes other research proposals which have at least partial funding from Fax 1-202-707-3595 
[ other sources. Email: scholarly loc. gov 
Applications should be addressed to Director of Studies, International Tastitute for 
Strategic Studies, Arundel House, 13-15 Arinde ise London WCOR эрх, UK tel +400207 Applications may be submitted by fax or email, but a hard copy should also be sent as 
379 7676 fax +44(0)207 836 3108 e-mail clar tg confirmation. 





148 THE ECONOMIST DECEMBER 23RD 2000 





)PEAN AGENCY FOR RECONSTRUCTION 










of Reconstruction with its Headquarters in Thessaloniki (Greece) and its ein centers in ‘Pristina, | 
‘is the main implementing body for the European Union reconstruction assistance in the Federal Republic. 











. must have the citizenship. of one of the Member States of the European: Union P 
29 аге fluent in written and spoken English (a second European language would be an advantage) | 
EL preferably have ; some experience in working in the Balkans and/or post-conflict or transition. situations ; 
D and to whom we offer an 18- months contract (with the possibility of renewal) and a motive salary; 


b 1) E INANCE ASSIST. [AN r (Ref. No: BEL 010/AT) | m 
` Tasks: The expert will be based either in Belgrade or Pristina and, under supervision of the Head of the Finance Unit, will deal 
with payments to contractors and administrative expenses. He/she will also monitor the financial database and deal with generat. ; 
ledger requirements. | | | 
Specific tasks will include: 
+ brief new contractors on financial and contractual payment requirements and respond | 
“check invoices 

* prepare payment orders. 

©.: æ possibly prepare financial statements and replace the cashier when absent. 


Profile of the candidate: 
г.» diploma in a finance related field 
| © af least 5 years professional. work experience in finance and accountancy 
“© computer skills (Windows, xcel, Word) compulsory =. m 
pigs dynamic, flexible i | work under pressure and meet. set deadlines 














і Tasks: The expert will assist the нус Officer of the Ai in providing effective un: management, in particular кошу 
of personnel, protection of property and. safeguarding of information. E 
Specific tasks will include: 

* assistance in security management of all Agency offices in the region 

* follow-up and update of emergency security plans 

* coordination of VIP visits with local authorities and other security agencies/officials 
* ensuring that the Agency security rules and procedures be observed 

support and advice to all staff members with regard to personal security related matters 

* development of contacts with local and international police and кошу personnel and surveillance of the political si situatio 

under security aspects usu : : . 

* supervision and update of VHF network, 


Profile of the candidate: © 
* minimum ten years of relevant working experience 
Куш: knowledge of the European Union or international organizations and of the sécullly situation in the Balkans 
E 9 good computer skills (Microsoft Office, Word, Excel 
;* experience with communication equipment (Motorola) 
+ dynamic, flexible and able to work in a team 
“© military service would be an advantage. 











E Applications including a detailed Curriculum Vitae and indicating the respective reference number should be sent by: e-mail andi in 
| . English only to admn@ear.eu.int 

- Applicants will be short-listed on the basis of their CVs and these will be invited for an interview. 
Deadline for the submission of applications: 07 January 2001 
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UNIVERSITY OF | 


CAMBRIDGE 


Departement of gineering 


"mm TUER Fellow in 
International Manufacturing 


| Applications are invited for a new post of Senior Industrial Fellow to 
study Global Manufacturing Networks. The post sits within the Centre 
for International Manufacturing, which is a leading research group 
concerned with strategic and operational issues in international 

“manufacturing. Topics include location, mobility, network 
configuration, alliances and learning in global networks. The post is 
associated with a new Engineering & Physical Sciences Research 
Council sponsored programme concerned with the design and operation 
of virtual networks for manufacturing and related service businesses. 





|. You ure is likely to have a sound academic background and substantial 

industrial experience in an international environment. Appropriate 

candidates will also be considered for the Industrial 
|" Co-directorship of the Centre, which will shortly become vacant. 

The appointment will be for.3 years in the first instance, Starting salary 
will bé on the КАЗА scale, in the range £21,435 ~ £30,967 pa. 
Industrial links are strongly encouraged, especially through 
collaborative projects. 


Director, industrial Futures Programme 


; Applications are-sought for a new senior post to establish and run an 
Industrial Futures Programme. The aim of the programme is to provide 
an international focus for research into the factors affecting the 
development of industry to inform the decision making process of both 
Industrial and Government, bodies. Drawing on the University's 
extensive international, academic and industrial links, the programme 
will provide long term monitoring and interpretation of key economic, 

| technological and social trends and develop new approaches to assist 
companies in the interpretation of these trends. Whilst the programme 
is general in conception, it is expected that considerable work will be 
undertaken focussed on the needs of partner bodies. 

The initial appointment is for two years supported by a grant from the 

f Engineering & Physical Sciences Research Council, but it is anticipated 

| that substantial industrial and other funding will be available to 
support the long term development of the programme. Salary is on the 
RAZA scale, in the range £21,435 — £30,967 pa. 


Further information about the above posts may be obtained from 
Professor МО] Gregory, Department of Engineering, Press Site, 
Mill Lane, Cambridge СВ2 IRZ, tel: +44 (0) 1223 338195, 
fax: +44 (0) 1223 338076, e-mail: jcr&eng.cam.ac.uk, to whom a letter 
of application and a CV (including the names of at least two referees) 
‘should be sentso as to reach him not later than 18 January 2001. 


` Fhe University is committed to equality of opportunity 


GOVERNMENT OF INDIA SEEKS EXPRESSION OF INTEREST FOR 
STRATEGIC SALE IN HINDUSTAN INSECTICIDES LIMITED (HIL) 


The Government of India ("801"), as a part of its divestment programme, wishes 
to sell 51% of the equity capital of Hindustan Insecticides Limited (HIL), to a 
- Strategic Investor and to transfer control to manage the affairs of HIL to the Strategic 
Investor. GO! currently holds 100% the equity Capital of HIL, А.Е Ferguson & Co. 
(AFF) has been retained as Advisor to the GO! in connection with the proposed 
sale. The last date for receipt of the EO! is 22nd January, 2001. For further details, 
kindly visit the following website : www.hil-india.com. 


(This announcement is nether a prospectus nor an of or Invitation for sale to the publ of secures) 
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INTERNATIONALLY? 


Executive: EET Career searching into, with) 
Asia / Europe /.M.Fast / U.S.? Contact for Free Info & Critique. 


www.careerpath.co.uk 


Fax: Email: 
USA/Canada *12024781698  cpamerica(ücareerpath.co.uk 
Europe +44 20 75048280  cpeurope@icareerpath.co.uk 
Asia / М, East / Aus +66 2 2674688 cpasia@bkk loxinfo.co.th 





THE BUSINESS SCHOOL 
FOR FINANCIAL MARKETS 


CENTRE 


Lectureship and Readership/ 
Senior Lecturer in Finance 


Due to expansion, the ISMA Centre, which is located west of 
London, has vacancies at Lectureship and. Readership/Senior 
Lecturer level, The Centre isa research-based institute which is 
supported by the International Securities Market Association - 
the trade association for some 600 banks and securities houses 
active in the international securities markets. 


Although we are seeking staff in all areas of finance, there are 
four areas in particular where: we are keen to expand: 
micro-structure of markets, corporate finance, fixed income and 
alternative risk transfer, As well as those with a purely 
academic background, we are also interested in those who have 
made a career involving research outside academia and who 
bring with them a specialism of value to the Centre's activities, 
The Centre pays competitive. salaries апа. offers additional 
payments for teaching on, or organising of, executive courses. 

For further information please look at www.ismacentre.reading.ac.uk 
and contact Professor Brian Scott-Quinn, Director, on (0118) 931 8419 
or b.scott-quinn @ ismacentre.reading.ac.uk to discuss openings. 


Application form and further details available from Personnel 
Office, The University of Reading, Whiteknights, PO Box 217, 
Reading RG6 6AH. Telephone (0118) 931 6771 
(answerphone). E-mail: Personnel @ reading.ac.uk giving name 
and full address. Forms requested. during the period 
22nd December 2000 to 1st January 2001 will. be sent out 
from 2nd January 2001 onwards. 


Closing date for Lectureship applications is.1 9th Магу 2001. 
Closing date for Readership applications is 2nd February 2001. 


Please quote Reference No. АСОО59 for Lectureship and 
RS0087 for Readership. 
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APPOINTMENTS : 


European Bank 
for Reconstruction and Development 


The European Bank for 


has a unique с 

the countries of 

Europe and the CIS in their transition 
to market economies, 


Таго gh its investments id 


needed ) | Private sector. 
It applie nd invest- 
i in all of its operations, 
environmentally sound 
int. 


e of the Chief Economist 


a key role in the formulation of 


< strategy to promote the advan- 
cement of transition to the open 
market economy: - it collaborates 
h project, countr 
both at an operational and 


gic, policy : 
guidance. It offers a stimulating 
interactive environment for economists 
with an interest in transition issues. 


ides a competitive compensation 





and relocation package, we offer 
action and achievement in a truly 


historic enterprise. 


OFFSHORE 
TAX - FREE 


Companies world - wide 


ation of 
k accounts 





pe los de Saiguie, Sark, 
United Kingdom, GY9 OSF 

Raymond Terry Gibson 

Tel: lal -832- 542 


E-mail: s 
HUNGARY 
Tek 436-1-217-96-81 
Fax: 7 








ROMANIA 
ej: +40-92-326-329 
32-1 
E-mail: romania 
CYPRUS 
Tel: «337-4-636-919 
536-920 
daveco.com 
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f HPS 
SHORE © OMI PANIES 
GISTRATIONS 
OFFSHORE BANKING & ACs 
GMC 
Fax. +3120-5241407, +1416-35235168 
gmcpglobal-money.c 
www.global-mone 


U.S. CORPORATIONS AND 
LIMITED LIABILITY COMPANIES 
(LLCs) SET UP INSTANTLY IN 
DELAWARE, OR OTHER STATE, BY 
PHONE, FAX or INTERNET 


Your headquarters may be anywhere in the 
USA or other country, No minimum capital 
requirements. No lawyers necessary, Most 
major corporations are incorporated in 
Delaware. FREE Delaware incorporation 
Handbook (Sth Edition) Registered agent, 
shelf — corporations, legal address in 
Delaware and mail forwarding. U.S, bank 
account opening service. VISA/MC/AMEX 
CALL ANYTIME Tel: 1.800.423.2993 
Сон free) or 302.996.5819 
Fax: 1.800.423.0423 (USA/Canada only) 
or Fax: 432,996, 5818 
E-mail: inc, info delbusinc.com 
Internet: httpi//www.delbusinc.com 
Delaware Business Incorporators,Inc. 
3422 Old Capitol Trait, Dept. TE 
Wilmington, DE 19808-6192 


ponsibilities will be to: C] 
isistance in che preparation of 
nalyse and report om economi 

tm in the Bank's countries of o 
country strategies, assess cou, 
Liaise with other Intertationg 
he region. C] Monitor and an 
e to banking teams in prejec 
Bank's sector strategy in the 
s and the preparation of the 


Qualifications: Г] At least 

ibly PhD). L] Preference will 

id in applied microeconomics. 

ind macro level. Г] Excellent in 
nder pressure and meet tight 


further information about 


ust one 
Immigration thr 
Nurses, Teachers & IT, jobs waiting! 
| Complete visa processing. 100% guarantee 
wiwweakcanadas 001 561 740 9061 MACS USA fû 


viosultation, 24 hougs pe 
, Abrams & Krochak 
Canadian Immigration Lawyers 


TENDERS 


Www.emsgratetoamgerica. com 


GOVERNMENT OF INDIA 


DISINVESTMENT OF ENTIRE SHAREHOLDING 
IN SPONGE IRON INDIA LIMITED. 
The Government of India and Government of Andhra Pradesh | 
wish to sell their entire stake in Iron india. Ltd., 
a manufacturer of Sponge Iron. A. E & Co. has been 
retained as Advisor for the transaction. The last date for receipt 
of the Expression of interest is 15th January 2001. 


Interested pcrties moy visit the website 
www.spongeironindia.com. 
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EUROPE S LEADING LIGHT 













@*LONDON'A 
- Quality serviced apattments offering best value ш 
E for money, Dur apartments offer greal savings 
ы compared io "hotels. Pally. serviced, private 
Woo kuchen, TM, telephone, central п 

wwe Healing, elevator 
WC Centrally located Kensington axan... W 


CUM. Tourist Board Approved W 
os B Ashburn Garden Apartments и 


CUT THE COST OF YOUR 
STAY IN LONDON 


Comfortable self-contained serviced studio 
Taie in Knightsbridge near Harrods, fully 
equipped. kitchen-dinette, bathroom, phone, 
satellite T.V., central heating, elevator, maid 
servicd, resident manager. Suit 1-2 persons. 


Brochure by Air-Mail: 










www.ksflats.demon.co.uk 


З Ashburn Gardens . Knightsbridge Service Apart 
п South Kensington, London SW? 4DO, UK 45 ial a pace oe ile 
www. ashburngardens.co.uk London SW7 TAQ, 
info@ashburngardens.co.uk. — M JEL: фы 4123 
Tek ++44 207 370 2663 A 9058. 
X Fax: +144207 370 6743. intoGksflats.demon.co.uk 





о Sils-Maria = 6 miles from bustling St. Moritz: 
` An unspoiled and peaceful.alpine village amidst gleaming lakes + 
impressive mountains. And above it all this remarkable + historic 
hotel, family owned and managed ever since it opened in 1908 


2000-2001 winter season: Dec. 15to April 22 
2001 summer season; June 14 to Oct. 21 














; Grand, but friendly and relaxed; children very welcome! Great 
hiking, skiing and much else. Free pickup at St. Moritz train station. 





B CH-7514 Sils -Maria : ' $ i 
| Tel. +41(0)81 838 5100 - Fax +41(0)81 838 5198 
www.waldhaus-sils.ch 


M. + F Dietrich/U. Kienberger dee ENGADIN 


| ~ GOVERNMENT ОР INDIA 
ENGAGEMENT 'OF AN ADVISOR FOR 
DISINVESTMENT IN 
PARADEEP PHOSPHATES LIMITED 
(A Fertilizer Manufacturing Company) 


Government of India intends to disinvest.74% of its shareholding in 
PARADEEP PHOSPHATES LTD to a strategic buyer. Bids are invited by 
12* January, 2001 for engaging an advisor to assist the Government in 
this process, 


ed information. 


www. onu s de 
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Crossair. of Switzerland, Europe's largest regional airline offers тоге than 28 а aily 
‘departures from the UK and Ireland to Switzerland. In addition, Crossair also offers а: 
network that encompasses over a 100 destinations in over 30 countries through its 
EuroCross hub at EuroAirport Basel. 


CROSSAIR 


CONFERENCES 


For further information contact your local travel agent 
or, 444 845 607 3000, www.crossair.com 















21st Century Trust 
Conferences For Tomorrow's Leaders 


The 21st Century Trust promotes mternational encounter and debate at its 
conferences and study tours which bring together the rising generation of 
decision takers and opinion leaders worldwide, We seek talented candidates for 
our 2001 programme, aged 25 to 40, from all countries and. all fields of 
endeavour, including business, politics, academia, government, media, МОО», 
and the arts, Applications are particularly welcome from gi generalis i Mierested i in 


the topic as well as from specialists. 


2001 Programme 


. Rethinking security for the 21st century 
23:31 March 2001, Oxford, United Kingdom 
Moderator: Dr Christopher Coker, London School of Economics 


. The economic, political and social implications of the Internet: just how 


radical will they be? 


22-30 June 2001, Boston, United States 
Moderator: John Naughton, Open University and Wolfson College, 


Cambridge 
3, The Middle East: a study tour 


28 September-13 October 2001, Amman, Damascus, Jerusalem and Cairo 
(subject to amendment in the light of security) 


Tour Leader: Sir Michael Weir, until recently Director, 2 


, Human rights as collective rights: 





ventury Trust: 





28 October- 4 November 2001, Cambridge, United Kingdom 
Moderator: Neal Ascherson, journalist and author 


For furth 


details please contact: © 


John Lotherington; 21st Century Trust 
25 Museum Street, London WCIA LT, UK 
Tel: +44-(0)20-7323 2099; Fax: 444-(0)20-7323 2088 


E-mail: trust 21stCenturyTrust.org, or 
visit our web page www.2IstCenturyTrüst.org 


The 21st Century Trust is a Registered Charity, No, 295676... 





BUSINESS 


OPPORTUNITIES 


CASINO, 


Become owner of Internet Casino! 
Best terms on the Web! 
www.SALECASINO.COM 


OFFSHORE COMPANIES 


* Ready made companies 

* full corporate administration 

* Trade services (UC, shipping) 

* Banking/Accounting services 

* China business develapment services 

Contact Stella Ho for immediate services 
& company brochure 

NACS LTD 
Room 1108, Albion Plaza, 2-6 Granville 
Road, TST, Kowloon, Hong Kong 
cs@nacs.com hk 

Tel: (852) 2724 1223 
Fax: (852) 2722 4373 


BUSINESS & - 
PERSONAL 


Fr." START YOUR OWN 
Eo IMPORT/EXPORT AGENCY I 
No Capital or Exp. req, No Risk, Work сотр 
Home. Part/Full time. Free Advisory Service. 
Est. 1946. Clients in 120 countries, 
Send for Free Booklet. 
WADE WORLD TRADE 
Dept 2c24 50 Burnhill Road 
Beckenham Kent ВАЗ. З.А UK 
Tel: +44 (0) 20 8650 0180 (24hrs) 
Fax: +4440) 20 8663 2212 


http//www.watetrade.com 
же эш юш шш иш жа IU oc RE 


CANADIAN BANK ACCOUNT & 
COMPANY FORMATION SERVICE 


Low Fee Canadian Incorporations 
Bank A/C Opening Credit Cards 
Brokerage A/C Global 1 Bax 8 Tel 
Forwarding C port Services 
& Professional Management 
Other Corporate & Financial Services 
Available Serious Trquiries Only 
C¥ TrustGroup 2487 Fax (604)871-0039 
sorvice@ca pltaldevelopment.net 
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e OWNED BY LAWYERS AND ACCOUNTANTS e CONFIDENTIALITY GUARANTEED e BANK INTRODUCTIO 5 
The SCF Group, est. in 1989 provides full ranges of offshore services at is ue believe are the 












EST. 1989 For immediate, friendly advice. please contact: 


LICENSED CO. faa’ © = (юзу Се 55^ — LONDON: Janson Lotery B.Sc (Hons) DUBLIN: Pater Murphy B.Comm (Hons) 
RUST MANAGEMENT À , ; DUBLIN: Tet:-4-44 (0) 20 7352 2274 Tek +353 (0) 1 662 1388. ` 
— NE 27-29 Lower Pembroke St. Fax-&44 (0) 20 7795 0016 Fax: +353 (B) 1 662 1554 

Dublin 2, teland. E-mail: Jansond@sctgroup.com E-mail: prurphygasetintliolie 



























novative and cost-effective olutions to protect your assets and minimise your tax. The Sovereign Group is a professional global practice of 
و‎ tax M ии operating in 17 pneus worldwide fer over 10 years. ког complimentary sopies d our guides to imematone tax m 


AHAMAS: Coretta Dames : Les Roberts : i USA: Раш Winder 
el; +1 242 322 5444 г +350 76173 1 +852 2542 1177 44 (0320 7479 7070 Tet: 800 813 6381 (usa toll бев 
Б E +852 2545 0550 A +44 0720 7439 4436 й +1 800 813 6382 (usa toll free} 
i overeignGroup.cam SovereignGroup.com 


www.SOVEREIGNOROUP.coM 





ШЕШ (NEW AUTHORS] ооо 


eod Cares PUBLISH YOUR WORK | |* PROOF OF FUNDS 
WRITE OR SEND YOUR MANUSCRIPT TO: * FINANCI AL GUAR ANTEES 



























COMPANI 
FROM 





Offshore Creat Cards 
United Kingdom: MINERVA PRESS 


315 ~ 317 REGENT ST LONDON WIR ТҮВ UK FAX APPLICATION ONLY Т 
www.ntinerva-press. co.uk +90 392 228 82 91 













NITHIN THE 
C LASSIF ED JN, CONTACT: 
205. Mil Wilkinson, London 
ї (44:20) 7830 7000 Рах. (44-20) 7830 7111 
Email. willvikinson @ economist.com 
iaurence James, Hong Kong 
ах: 28 






FROM THE WORLDS No. 1 PROVIDER 


International Calls Cost Up To 
85% Less In the New World. 


T you re looking for the finest international phone rates and service, 
look no further than New World Télecommunications. Because we 
save you up to 85% on all international calls. 


То. the U.S. and U.K. ^5 a true callback innovator New World 
MEETA provides state-of-the-art voice communica- 
tions and the lowest possible rates for all 
international calls originating outside the 
United States through callback. 


vow you can call anywhere in the world 
at amazingly low rates, Perfect for home, 
office, hotel, fax, or cellular phones. Call 
today and be calling globally at 85% less 
the day after tomorrow! 


all Today! 1-973-438-1800 


1402 Teaneck Road, Suite 114 
Teaneck, New Jersey, USA 07 7666 


NewWorld Fax: 1-201-287-8428 


telecommunications — Help@cust.newworldtele.com 
wow, newworldtele.com 


ЛЗ ARR Ney Worki бекитти Шоп. New Wort! is a trademark of New orld ТЫ 
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TEL: j 
FAX: +44 1624 8170 
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= economist@o n | 26 Offices Worldwide — | 26 Offices Worldwide — | 
WWW.Ocra.com —— — 


A rights serad 1505002 94 Certificated « A member of the Estate and General Group established in 1935 
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| OUTPUT, DEMAND AND JOBS The rate of growth in America's indus а | 
| slowed to 4.7% in the year to November. Italy's growth quickened to 4.3% in the year to October. | 
i Spain'scpP rose by 0.9% in the third quarter, reducing its year-on-year growth rate slightly, to | 
4.1%. Sweden's unemployment rate fell to 3.9% in November, its lowest rate since late 1991. | 
| 
| 














| % change at annual rate The Economist poll Industrial Retail sales Unemployment 
| GDP GDP forecasts „production — (volume) — — ?erate — | 
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PRICES AND WAGES America’s annual rate of consumer-price inflation remained at 3.4% in 
November, but producer-price inflation edged up to 3.7%. In the same month the euro area's in- 
flation rate rose to 2.9%, its highest rate for six years, and Canada's jumped to 3.2%—a nine-year 
high. Germany's producer prices increased by 6.4% in the 12 months to November. 





wee " i 


% change at annual rate 


The Economist poll 







..Wages/eamings — 
3mths! — 1year 





п mths". 1year — 2000 


COMMODITY PRICE INDEX | 
Ithas been a bitter year for cocoa | 
producers. Despitea forecast deficit of up to 
150,000 tonnes in the year ending in Sep: | 
tember 2001, cocoa prices have fallen to a4 
27-year low. Stocks remain high, at more ' 
than 40% of consumption. But epar Man, а 
trading firm, mainly blames the privatisa- | 






tion in August 1999 of the market in Céte | | 
d'ivoire, the biggest producer. Previously, | 
the state marketing board was able to pace | 
sales by selling two-thirds of the crop for- | 
ward. Now farmers rush to sell their crop as | 
soon as it is produced, putting ipea on | 
prices. Cocoa grindings rose by. nearly 8% | 
last season, driven by rising demand for co- 
coa powder (for use inchocolate-flavoured 
products, especially in Russia), rather than 
by higher chocolate consumption. | 
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AB EUENLARGEMENT Sloveniais the coun- 
try most suited to joining the European Un- 
ion, according to a report by Pricewater- 
houseCoopers. This consulting and 
accounting. firm uses equally weighted 
measures of four characteristics—macro- 
economic stability, productivity, infra- 
structure and integration. with the rest of 
Europe—to estimate which candidate- 
countries best fit the official criteria for ac- 
cession. For reference, the 15 current mem- 
bersare alsó ranked. Greece has sorne cause 
for embarrassment, as it falls behind many 
| European. hopefuls. Top-ranked Slove- 
nians, Maltese апа Cypriots. should not 
book tickets to Brussels just yet, however; 
insiders agree that the current. members 
place a much higher priority on the entry of 
the Czech Republic, Hungary and Poland. 


M ——M Á— AURA MOREE 








154 












































THE ECONOMIST DECEMBER 23RD 200€ 












3 T — { атанан. 

ONEY AND INTEREST RATES America's broad-money growth slowed to 8.8% in the year | W EXTERNAL BALANCES Of tlie current- 
November; its narrow-money supply fell by 1.7%. Over the same period, Sweden's broad- | account deficits of big :rich economies 
money supply grew by 3.4% but Switzerland’s fell by 1.1%. shown in the chart, America's is forecast to 
Money supply* Interest rates % p.a. (Dec 19th 2000 — — | remain the biggest in 2001, both in absolute 
% rise on year ago over. 3-mth money market banks 2-year _ 10-year govt _ corporate | terms and relative to Gp». Its deficit is ex- | 
narrow . broad ^ night latest year ago ^ prime gov't bonds latest" yearago bonds | pected toequal 4.5% of cpp, up from 16% in | 
1996. The next biggest shortfall is Australia’s, 


Australia 1106 *72 Ot 625 — 620 5.75 ^ 900 53! ^ 549 682 688 
“at 44% of сор. Switzerland is forecast to 




















"Britain £8. +87 00 569 591 6.00 7.00 5.43 488 538 6.08 














Canada 1185 +7901 562 556 ^ 488 750 537 538 620 706 | ah І | - 
Denmark — па +25 0 510 540 — 360 80 50] 514 sa 73g | Ve the biggest surplus, at 12.7% of Gp». In 





1. Japan 151 42i Nw 652 008 180 OST 1ё 173 238. | the short run, countries can sustain big cur- 


Sweden X44 334 Nov 405 342 477 439 ^ 48? 556 4g? | fent-accountdeficits without serious econ- | 
Switzerland — -26 -11 Now 338 ^ 208 525 33 35; 340 дав | Omicconsequences.In the longer term, cur- | 





































United States -17 +88 му 650 632 593 95 534 519 636 712 rencies tend to adjust :o bring foreign 
Euro-11* +58 +53 O 4 7B 488 3.47 5.50 4.62 481 5.25 5.83 inflows and outflows intoequilibrium. This 
с France 4.96, Germany 4.81, italy 5.27. Benchmarks: Japan No:226 1.69, US 30-year 5.47, ¥ Germany for prime and bands, could spell trouble ahead for the dollar. 


"Narrow: МУ except Britain MO, broad: Mz or M3 ‘except Britain M4 Sour ammerzbank, Den Danske, J.P, Morgan, Royal Bank of Canada, Svenska 
Handelsbanken, Warburg Dillon Read; WEFA: Group, Westpac, Thornson Fi ial Datastream Rates cannot be construed as banks! offers, 




















































| STOCKMARKETS Stockmarkets continued to be depressed by the prospect of slower growth 
in output and hence profits, especially in the United States, However, the Fed's shift in its policy 
| stance brought some cheer, making lower interest rates look likelier. ; 


rket indices % change on. 


a... one one record Dec 31st 1998 
Dec 19th high low week year high in юса] — in$ 





Currency — terms 
Australia (All Ordinaries) 32038 33304 2,920.0 = 12 * 31 - 38 + 16 -156 
Austria (ATX) 1,070.4 12361 1,0294 - 12 - 8.8 ~ 38.4 ~ 10.6 220.5 
Belgium (Bel 20) 2,9915 3,3404 25322 - 11 - 54 - 188 -104 ~ 204 























































Мп (FTSE 100) 201162950 — 6,8302 5946 - 17 — - 6&1  - 92  - 92 Le 
113888 81142 — - 23 +77 -20 +56 +07 

nmark (Copenhagen SE) 10390 — 7551 — та +32  -118  *187 +53 
SBF 250) uuo A78 47 43907 15128. - 03 ^ « 66 139  - ба Тї 










| i tra | 6,479.3 8,0650 6,3313 - 21 * 08 - 19.7 - 69 -172 
| aly N 1,8983 2,1823 1,6664 - 35 +10,7 -13.0 +45 -Zi 
| Japan (Nikkei 225) 14,132.44 20,8332 141324 - 68 -218 ~ 63.7 2254 ~ 31.7 
(Topix) 13146 2,5076 13146 - 56 8.8 2544 —-237 - 302 

































































































638.4 701.6 61 1 8 290 = 49 -155 
889.2  1,146.2 872.0 ~ 40 ~ 11.3 ~ 22.4 -118 -216 


- 99 
+ 66 


-213 
TI 
- 789 - 79 
ESINEEN 
-383  -383 


) (Affarsvariden Gen) 4,9545 6,9606 4892.5 - 30 2,7 ~ 28.8 
Witzerland (Swiss Market) 8,068.3 8,3770 67814 + 03 + 10,5 = 41 
United States (DJIA) 10,5844 11,7230 . 9,7960 ~ 418 = 55 -97 
(S&P 500) 1,305.6 — 1,5275 — 1,3056 - 40 ~ 89 “145 

(Nasdaq Comp) 2.5117 50486 2,5117 ~10 ~ 35.8 ~ 50.2 










































Europe (FTSE Eurotop 300)" ^ 1,5672 17090 14725 -19 FATT - 81 з 15 T 126 
; Euro-11 (FTSE Ebloc 100)* 14032 15505 1277? -15 +76  - 98 ^. 13 - $8 
World (MSCDT 121958 14488 11987  - 21  -110  -158 na ~42 | 
| World bond market (Salomon)! ^ 436477 4400 448 ^. TA - 05 -— 5i mà 02 








6 aro terms, "Morgan Stanley Capital international index includes individual markets listed above plus eight others, in dollar terms. SProvisional: 
Юто Smith Barney World Government Bond index, total return, in dollar terms. ** Бес 18th. 








RADE, EXCHANGE RATES AND BUDGETS America's merchandise-trade deficit widened to $435 billion in the 12 montks to October. Its 
üurrent-account deficit reached a record $417 billion in the year tothe third quarter. France's 12-month trade surplus narrowed to $3.9 billion in 
October, down from $21.6 billion a year earlier. The euro briefly rose above $0.90 for the first time in three months, then slid back. 



























































Trade balance*, $bn Current account Exchange rate ; Currency units Budget 
latest latest 12 $bn The Economist poll trade-weighted? рег рег рег рег lance 
month months latest 12 mths % of GDP, forecast Dec 19th уеагадо 2$ Е euro ¥100. *&of GpP 
; 2000 2001 Dec19th — year ago 2000 
Australia + 0.14 Oct - 64 - 178 93 45 6 736 80.3 1.84 1.55 2.69 1.64 1.64 0.9 
Austria ~ 0.47 Sep$ - 40 - 46 Oct 27 2.3 99.6 100.7 15.4 13.6 22.6 138 1373 A6 
Belgium + 204 Sepê — 4 137 + 108 jun 4.2 42 98.2 99.7 45.3 40.0 663 403 403 -0.1 
Britain ~ 3.60 Sep - 457 ~ 17.2 Q2 -1.6 “18 107.0 106.6. 0.68 0.62 ~ 0.61 0.61 27 
Canada + 3.02 Oct + 32.5 + 779093 13 10 78.5 79.2 1.52 1.48 2.23 1.36 1.35 25 
Denmark + 0.26 Ort + 44 + 23 Oct 1.2 1.3 100.5 102.1 8.37 7.37 12.3 7.46 7.45 27 
France ~ 0.65 Oct + 39 + 30.3 Sep 2.3 2.2 100.8 102.7 7.36 6.50 108 656 655 “14 
Germany + 470 оа + 571 - 251 Oa EX! 08 975 . 996 7 219 1.94 321 196 195 TA 
italy ~ 0.94 Seps + 41 ~ 3.9 Sep -0.2 -0.2 719 73.3 2,173 1,919 3,180 1,936 1,933 0,1 
Јарап + 8.98 Oct +1210 + 118.7 Oct 25 22 1496 1563 112 102 188 100 - C0 | 
Netherlands + 1.11 مم‎ + 12.9 + 13.9 Q3 50 47 970 98.7 2,47 2.18 3.62 2.20 2.20 1.6 | 
Spain ~ 2.80 Sep - 394 ~ 19.0 Aug -3.1 “3.0 737 74.7 187 165 273 166 166 3 
Sweden + 122 Oct + 149 + 6.3 Oct 24 2.3 79.6 82.5 3977. 8.52 143 8.71 8.69 34 
Switzerland — - 015 oas ~ бл + 325 Q2 113 10.6 108.3 — 1038 169 1.59 248 151 151 na 
United States 3949 on -4347 -4165 Оз 43 42 115.1 1053 = - 146 089 089 ^ 7 23^ | 
Euro-11 + 2.90 Sep + 24.6 ~ 19.5 Sep -0.2 0.1 778 819 ii 1.12 0.99 1.64 Es 1.00 0.3 | 
^Мегсвапве. Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others cif/fob. * 1990: 106, Bank of England. *OECD forecast, | 
SNot seasonally adjusted. | 
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W LABOUR HOURS New York may be the 
city that never sleeps, but people in a score 
of other metropolises around’ the: globe 
spend a lot more time at work. A study by 
ups, a Swiss bank, finds that the world's 
hardest-working -population resides іп 


of professions; the average worker in Santi- 
ago clocked 2,244 hours this year with only 
17 days of paid holiday. New Yorkers toiled 


were also high across Asia and the up-and- 
coming economies of Latin America. At the 
other end of the spectrum, the average Pari- 
sian worked for only 1,587 hours and took 28 
days off with pay. The vacation capitals of 
the world, however, are Amsterdam, 
Frankfurt and Madrid: each offers an aver- 
age of 3i days’ holiday. Although measure- 
ments of hours worked can provide some 
insights when analysing cross-country dis- 
parities in employment rates, economists 
consider effort--a much. harder figure to 
gauge—just as important. 

















Santiago, Chile. Measured: across a variety | 


for an average of 1,882 hours. Work rates | 








ECONOMY Thailand’s cpr growth slowed toa much lower-than-expected 2.6% in the year to 
the third quarter, from a revised 6.3% in the previous quarter. Russia's industrial production fell . 


by 0.5% in November; its 12-month rate of growth slowed to 7.6%. The 12-month rate of con- ^ 
sumer-price inflation slowed in November in both Brazil and Poland. 








% change on year earlier Latest 12 months, $bn Foreign reserves*, $bn : 

















































































































GDP industrial Consumer Trade Current Latest Year ago 
production prices balance account 

China x 820) 4106 Nw + 13 Nw _ 4263 Now ° +157 1999 1601 Sp 1547 | 
Hong Kong — «1040: — - 09 Q = 270 -102 oa +1040 1042 mw 921 | 
india +72%  * 6600 + 270a 783 oa - 56m O 355 nov — 320 | 
indonesia +5103 +384 0 + 94 Nov +305 оа +620 273 ^ 262 | 
Malaysia + 77 à +20600 * 1904 +6704  *113q 301 oa 300 | 
Philippines + 48.03 +155 sep + G0N» +58 *91Ag 130 w 127 | 
Singapore — +104 оз +188 oa + 1.8 Oa + 38020 +216 3 77.8 эр 759 — | 
South Korea + 92 0з +115 ол + 26м +130 Nw +127 oa 926 Фл 66.1 | 
Taiwan +6601 +7200 + 23м + 74м +750 1091 on 1027 | 
Thailand £260 + 09 0a + 17 Nov + 58 on + 94 oq 34.600 317 | 
Argentina +0807 = 510a. - O7 Nw + 03 оа -114 02 233 0a 224 | 
Brazil +45Q + 7200 + 551w — 02 Nw -247 ос 304 o 401 _ | 
Chile — «5809 +520 + AT Nw + tt Nov ~ 07 à 142 od 143 | 
Colombia +310 _ 41030: + BB Nw — «225p + О1о ВА Now 89 | 
Mexico ___ +7003 +730 + B9Nw  - lod -164 Q 353 oa 323 | 
Venezuela + 33 0 па + 142 му +134 ат +18 143 оа D8 
Egypt — + 65 2000* + 9.4 20005 + 2.6 sep 10.8 qi ~ 09 g ____13.4 Aug _16.1 | 
Greece + 37 1999 = 72 Aug + 42 Nw - 680” = 69 0 151 ы 218 | 
Israel * 7305 +124 sep + 0.1 Nov ~ 7.4 Now = 0159 220 Nw 214 

South Africa + 450: — + 38 od + 71ю +310 ~O7 03 61 0a 59 

Turk + 7403 +132 Ot 43.8 Nov 223.7 sep — - B. seo 243 Sen 23.7 

Czech Republic + 22 оз + 90 оа + 4.3 Nov 73208 —- 1903: 123 м 12.7 
Hungary + 460) +163 oct + 106 Now ~ 2100 — - 07 on 10.1.0 10.2 
Poland + 5.2 0 + 7200 + 93 Now 2144 ол — -116 ot — 261 od 248 
Russia + 6.7 @ + 76 No + 19.8 Nov +55.8 sep 22.3 ба 73 


431.4 Qi 
*Excluding gold, except Singapore; {MF definition, Year ending June. * *New series i D 





FINANCIAL MARKETS Shanghai's performance during 2000 has been well ahead of the 
other stockmarkets in our table, thanks to growing interest in investing and further “corporatis- 
ing". The rest of Asia has had a rough year. Moscow plunged by 12.0% this week on concerns 
over the proposed restructuring of Unified Energy Systems, the national grid operator, 
















































































Currency units interest rates Stockmarkets % change on 
per $ per £ short-term Dec 19th Dec 31st 1999 
Dec 19th yearago Dec 19th % p.a. one in local in $ 
week сигет terms 
China 8.28 8.28 12.1 5.40 2,168.4 - 04 + 494 + 494 
Hong Kong 7.80 7.77 11.4 6.03 15,188.0 ~ 28 - 105 ~ 108 
India 46.7 43.5 68.3 8.87 4,152.9 - 31 - 170 - 227 
Indonesia 9,255 7,095 13,547 1471 418.8 - 04 - 381 ~ 529 
Malaysia 3.80 3.80 5,56 3.30 710,9 - 12 = 125 = 125 
Philippines 50.1 40.6 73,4 16.56 14140 +13 ~ 340 ~ 470 
Singapore 1,74 1.67 2.54 2.85 1,960.9 ~ 26 = 209 ~ 241 
South Korea 1,209 1,134 1,769 6.88 530.8 - 48 ~ 484 ~ 516 
Taiwan 33.1 316 48.4 5.75 5,040.3 - 64 - 403 ~ 434 
Thailand 43.0 38.0 62.9 3.13 2711 - 03 - 437 ~ 508 
Argentina 1.00 1.00 1.46 15,01 412.1 - 10 - 249  - 249 
Brazil 1.96 1.83 2.87 16.33 15,336.1 + 0.3 - 103 - 178 
Chile 571 538 836 4.70* 4,862.5 - 09 - 598 ~= 127 
Colombia — 2,188 1,882 3,203 13.25 709.3 - 0.5 - 289 ~ 39.1. 
Mexico 9,38 9.31 13.7 16.70 5,506.6 ~ 34 ~ 228 ~ 219 
Venezuela 699 644 1,022 14.90 6,736.3 - 23 + 243 + 155 
Egypt 3.82 3.42 5.59 9.09 7,495.7 -57 - 425 = ABS | 
Greece 382 327 560 5.20 3,462.5 = 1.0 ~ 374 = 46° 
israel 4.08 417 5,97 6.14 502.7 + 07 + 32 + 53 
South Africa 7.73 6.15 1t3 10.45 8,192.7 ~ 05 - 41 ~ 236. 
Turkey 680,150 534,725 995,536 46,00 9,346.5 + 37 ~ 385 ~ 510 
Czech Republic 38.9 35.8 57.0 5.42 4744 * 27 - $1 - 10.7 
Hungary 296 252 434 12.08 7,8787 * 03 = 107  - 234 
Poland 4.30 4.15 6.30 19.60 18,066.0 £48 = 01 c 3.9 
Russia - 28.0 26.8 40.9 25.00 141,37 -120 = 19.3.0 ~ 205 








*inflaticn-adjusted. Tin dollar terms. 

Sources: National statistics offices, central banks and stock exchanges; Thomson Financial Datastream; EIU; Reuters; Warburg Dillon Read; J.P Morgan; 
Hong Kong Monetary Authority: Centre for Monitoring Indian Economy; FIEL; EFG-Hermes; Bank Leumi Le-Israel; Standard Bank Group; Garanti Bank, 
Deutsche Bank; Russian Economic Trends. 
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technology close to you. 


—n ne M 


Everyone finds their own key to unlock life's secrets and 
discover the world. Everybody experiences the world in their 
own way, using all their senses. And for us, every individual 
represents a challenge to reflect on products that can make 
life richer and more rewarding. To us, this is the very essence 
of digital technology. 

We would like you to enjoy your life in your own special way, 
and hope that you will greet us with a smile. www.lge.com 
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ravel through time first class. 





Designed by Sebastian Conran, The 
Economist Diary Companion is a three-in-one 
product. It contains The Economist Travel 
Jiary 2001, a Week-to-view contemporary 
styled diary, with Time Out travel guide 
information and The World in Figures 
containing essential world statistics. 


World in Figures 2001 pages 
























ere are selections from 12 Time Out City 
ides within The Economist Travel Diary, 
ntaining essential information and maps on 
he key cities around the world. The Time Out 
uides have been chosen because they feature 
the unusual along with the expected 
attractions. With honest reviews of 
ccommodation, restaurants, bars and major 
ultural highlights, they go that little bit further. 


о order your Diary Companion please quote 
eference code Dco1 and simply complete 
our details in block capitals and return by: 


fax: +44 (0)20 7839 1921 

phone: «44 (0)20 7839 1937 

t: TheEconomist Shop, 15 Regent Street, 
London Sw1Y ДІА, UK 


or order through 
.bookshop.economist.com 


-blocking: Initials may be red-blocked up 
3 characters and charged at £4.00 per set 


elivery 

к — please allow 28 days for delivery. 

rseas ~ All items to overseas destinations will 

e despatched via Airmail. For faster delivery, goods 
an be couriered at £8 to Europe and £15 to the rest 
of the world, per item. 


О The Economist Group and/or O Other organisations selected by us. 





Diary Companion: 
260mm x 210mm 
(10.2* x 8.3") 








| Order details 




















No. of items | Initials to 

at £82 be red-blocked | 
sub total £ 
Red-blocking | £ 
Courier £ 
Grand total | £ 

name: 

address: 

country: 

postcode: 

e-mail: 

tel: 





The Economist Newspaper Ltd may wish to use your personal information to contact you with details of offers and products which we think may be of interest to 
you and/or for the purpose of market research, Please tick the box if you would prefer not to be contacted for these purposes by 





The diary and travel information are leather- 
bound in one removable slimline volume and 
the world statistics in another. Both fit neatly 
into a smooth black leather case that can be 
personalised with red-blocked initials. The 
Companion is truly flexible, making an ideal 
desk accessory as well as the essential travel 
companion. 


The World їп Figures, taken from 
The Economist Pocket World in Figures, 
features world rankings on over 200 topics 
and statistical profiles of 70 countries. 
For instance, if you want to 
know which are the fastest 
growing economies or where 
inflation is highest; or where 
computer or mobile phone 
ownership is greatest, there is 
no better source. 








| enclose payment/please charge 


Û Cheque (payable to The Economist Shop) 
0 Eurocheque (max £200) 
О Visa Г] MasterCard ÛJ] Diners C AmEx 


Cardholder’s name 
Nr/Mrs/Miss/Ms 








Card no. | | E 





Card expiry | T3 / [ 
Cardholder's signature 


Daytime Tel. No. 





To find out more about Time Out City Guides 
go to www.timeout.com 


Pr ces valid until March 31st 2001 
15 Regent Street 
Th e London Sw1Y 4LR UK 
tel: +44 (0)20 7839 1937 
fax: «44 (0)20 7839 1921 
email: shop@economist.com 


Economist 
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PATEK PHILIPP: 
GENEVE 


Who will-vyou be in the next 24 hours? 





€ 
Iwenty- 4* 
by Patek Philippe 


